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Reforming Tax System 

In considering a switchover to VAT or any of its variants what is of 
fundamental importance is the effect it has on resource allocation in the 
economy and resource transfer to the government. The revenue generated 
under the alternative systems and the structure and relative prices associated 
with each need to be carefully understood. Another issue that has come in 
the way of a proper assessment of alternative tax systems is the question 
of cascading. 'Fhe central issue of revenue neutrality and relative 
prices under alternative tax .systems need to be examined. 1581 
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Nation State Under Scrutiny 

The feeling that the nation state i.s in trouble and that it will not survive the 
growing prcs.sures from within and without may not stand close scrutiny. 
At most It can be said that the state is in crisis as it faces a world that is 
undergoing transformation, which is subjecting it to diverse pressure, 
including for reducing its traditional role m human affairs. 1593 


Unsafe, Insecure 

To capture the reality ol the situation 
of women workers in ihe informal 
sectoi and to understand women’s 
social agency in fhe sphere of 
production is diliicull. if not 
impo.ssiblc. Public hearings provide 
a platlorm for accessing Ihis 
mtormalion and coniending 
with their problems. 1551 

A recent survey lo determine 
whether consiruciion workers 
wcic receiving minimum wages 
specified under the act reveals 
poor cornpli.incc even on the 
pari of stale establishments. 1540 


Dismantling Men 

Anand PalwardhaiTs lilm, ‘Father, 
Son and Holy War’, a documentary 
on the Hindu Right and its legacy of 
communal violence offers a strong 
exposure of patriarchy and the 
beginnings of a critique against 
masculinity, perhaps the first of 
its kind in Indian cinema. 1610 


Aids to Learning 

Do literacy primers being used 
in the total literacy programme 
reflect the reality of people’s 
lives? Whal aie'their ideological 
underpinnings and whose 
interests do they .serve? 1559 


Re-writing History 

Rather than privileging , as the 
post-modern critiques of history 
have, canonical histories, it might be 
time to foiget the nation and the 
nation as history and turn our 
inquiring mind to ‘temporality' 
as the thread of history. 1570 


Trickle Back 

Ousices from Gujarat’s 19 villages 
which will be submerged by the 
Sardar .Sarovar project who have 
been settled in sites close to 
Baroda, have begun lo trickle 
back lo their villages of origin 1555 


Advantage Syria 

Syria's improved military strength 
after Ihc Gulf War has improved 
Its bargaining position vis a vis 
Israel and the US. especially 
since the laltcr is under .some 
pressure at home to take a 
dcllnite stand on the issue 
of Golan Heights. 1563- 


Out of Court 

The Sqprcme Court bench dealing ; 
with the clutch of Ganga pollution 
ca.sc.s IS expanding its responsibility 
outside the courts to ensure that action', 
recommended is indeed taken. Bui 
unless ihc administrative sci up is 
sicrengthened its efforts will 
have been in vain. 1557 


Dalit Assertion 

What happened in Kadi is as much 
a sign of the rising assertiveness 
among the dal its as a measure of 
the sort of misnile possible under 
a government insensitive to 
these is.sucs. 1558 


Population Politics 

There .seems to be a con.sensus among 
all political partic.s that the country’s 
increasing population is a .stumbling 
block in the development of the 
nation. This accepted wisdom 
needs to be questioned. 1617 










LETTERS TO EDITOR 


Development or 
Destruction? 

THIS is with reference to the article by 
Vidhya Das (June J). All three partners in 
this joint venture alumina project are 
committed to sustaining the environment, 
controlling pollution and minimising 
disturbance to the siKiety of which we arc 
about to become members, it was becau.se 
we felt the need for independent opinion and 
guidance in these areas that we have closely 
involved the National Institute of Rural 
Development, Hyderabad, and the Tata 
Institute of Social Sciences, Bombay, in 
advising us on rehabilitation plans as well as 
on community development activities. 

The plateau which is to have the bauxite 
nunc has no human habitation As for the 
plant site, wc selected the present location 
with a view to minimise displacement of 
|x;oplc and minimise acquisition of existing 
agricultural land or green areas. The 
technology to be used in the plant as well as 
in disposal of red mud waste is more 
advanced than any other in India. That is 
why this present project, despite being larger 
than the Nalco plant, is going to u.se 
approximately 55 per cent less land. The 
people likely to be affected are from one 
hamlet of Korol, one hamlet of Dimundi and 
Ramibera village. They have been explained 
in detail by our people and shown the 
alternative land fur their rc.settlement. In 
fact, it one alternative luca is not found 
suitable by the people, another plan is worked 
out to suit their needs and requirements. 
Tbcretorc, wc believe that it is neither fully 
correct nor fair to say that the local people 
have not been told anything except that they 
have to leave. 

‘ As lor the impact on the environment, the 
Utkal project mining lca.se does nut tall 
within any declared forest area. About 1(X) 
hectares falls within the category of ‘village 
lorcsts' (under the state revenue department), 
for which we have engaged the services of a 
specialist consultant and developed 
altemativecompen.satory afforestation plans, 
and identified land for the same in 
surrounding areas. Ground and surface water 
studies have been earned out by the National 
Geophysical Research institute, Hyderabad, 
who have confirmed that soil contamination 
will be negligible. Wc are nevertheless 
ensuring stringent preventive measures. The 
‘dry stacked’ red mud storage area will be 
properly restored after use, through extensive 
plantation. Wc do this as a matter of routine; 
a visit to Indal’s Belgaum Alumina Plant 
will prove the point. 

Since this project docs not envisage 
downstream conversion of alumina into 
aluminium metal at that site, the question of 
carbon residue, fluoride emission and other 
effluents associated with smelters does not 


arise. Further, the Indian Toxological 
Research Institute, Lucknow, has studied 
the impact of the proposed alumina plant on 
the drainage system and concluded that 
there will be no adverse impact. They have 
also conducted environment impact studies, 
collecung baseline data over a period of two 
years on noise, dust, air, water, to determine 
the existing ambient levels to help us ensure 
that the same are not exceeded in future. A 
detailed study by the Central Water and 
Power Research Station of the ministry of 
irrigation has concluded that the siltation 
effects are insignificant in view of stringent 
control measures adopted by the project. 

Unlike other mining operations, Utkal 
will be minimising the ‘drill and blast’ 
mining methixl. As a result, the noise level 
will not be more than existing ambient 
levels The dust in the mrning area, to be 
controlled through the atomised dust 
suppression system, could well be less than 
the ambient dust levels. The run-off water 
from the mine will be guided through checks 
dams, siltation tanks and a network of garland 
canals so that solid particles are captured 
and retained, and the outflow water has less 
solid particles than even ambient levels. At 
our Durgmanwadi mines in Kolhapur, 
Maharashtra, the noise, dust and water levels 
are monitored by the independent Sahu 
Institqte of Kolhapur. At Baphlimali too, 
environment/pollution monitoring will be 
by external agencies and the records will be 
open to scrutiny. At Baphlimali we also 
propose to have a 15 meO’c wide peripheral 
barrier to separate the mine slopes from the 
surrounding region. After mining, the top 
soil (overburden) will be back-filled on to 
the mined area and trees will be planted. 
There will be plantations along the plateau 


slopes as well. Trees do not grow on bauxite 
plateaus. That is why they are barren, dusty 
and have plenty of suspended solids in run¬ 
off water. It is only after the bauxite is 
removed that trees can take root and floui sh. 
Again, we would refer to Indal’s mining 
operations in Maharashtra, where we started 
mining only about a year ago, but have 
already planted nearly 75,000 saplings of 
varieties endemic to that region. 

While the Utkal project wi 11 generate sotii'. 
direct and indirect employment, it wouh 
still not be enough to uplift the livelihood 
that entire region. However, we are takim. 
steps even now, i e, well before the pace r ■ 
project implementation picks up, to upgrao'- 
the ITIs in Koraput and other contiguoj. 
towns. Then wc will select groups of youths 
from among the IcKal population and tra'' 
them in these facilities, so that they can find 
meaningful future employment in projects 
such as ours and others that will come up in 
the region. Utkal Alumina has already 
commenced work on a few pilot community 
development projects such as health cam s 
vocational training in pottery, improve, 
drinking water supply to some villages, and 
spreading improved, agricultural practices. 
Wc are always open to advice and guidan’ - 
on our activities, and to that end we arc alsi 
open to interaction and information sharing 
with organisations similarly active in ti. 
area. Wc believe that if both sides are hone. 
to their purpose and objectives, mecti 
grounds can be created, on the basis of whi. 
wc can have economic progress at minimu” 
cost to our ecological and social heritage. 

N K ClIOUOIIAKY 
Diri ctor 

Utkal Alumina International 
Calcutta 


Subscription Rates 
Inland 

(including Nepal and Bhutan) 


Institutions 

Six months 

One year 
600 

Two years 
1125 

(in rupees) 
Three years 
1650 

Individuals 

2.50 

475 

. 875 

ms 

Concessional Rales 
Teachers/Rcsearchers 


325 


900 

Students 

- 

225 

- 
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Concessional rates are available only in India. To avail of concessional rates, certificate from 
relevant institution is essential. 

Remittance by money order/bank drafi/postal order requested. Please add R$ 14 to outstation 
cheques towards bank collection charges 


Foreign Un US S) 

Air Mail_ Surface Mail_ 



Instiiinions 

individuals 

Institutitms 

Individuals 

Pakistan, Bangladesh & Sri Lanka 
USA. Canada. UK, Europe, 

Japan. New Zealand, 

80 

50 

65 

30 

Australia & Russia 

ISO 

100 

90 

65 

All other countries 

100 

70 

70 

50 
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Making Research Pay 

^‘; ’npHE CSIR in response to the changing national and 
j(. X international economic, trade and intellectual property 
•stnvironment [has] re-oriented itself to be more user-responsive 
and market-driven.” So reads the preamble to a recent paper 
presented by the Council of Scientific and Industrial Research 
ttSIR) to the prime minister’s office, heralding what is 
termed as a new focus for the premier agency. The paper is 
said to document changes which are already in place in 
response to the government’s direct ive that CSIR laboratories 
should earn at least 33 per cent of their budget allocations, 
tftiis will further hasten the CSIR’s move away from what is 
■S'^een as basic reasearch to ‘applied’ research. 

There can be no gainsaying (he fact that the CSIR has been 
Jljjckadaisical both in developing relevant processes and in 
4narketing them. Technologies developed here have had a 
;.poor uptake from industry - because the processes are 
Unrelated, inappropriate or have been at too rudimentary a 
i«fage for industry to develop further. The other side of the 
‘‘i'tcture is more complex: on the one hand, Indian industry, in 
'general, did not have either the vitality or the inclination to 
pick up the.se technologies; but on the other, it made use of 
,'^tate-established research and development resources by 
contracting, albeit haphazardly, premier institutions (such as 
the IITs) to undertake research projects of their choice. In 
either case, the CSIR hardly benefited continuing to suffer 
the criticism of underemphasising applied research. 

^ The remts of the crisis in Indian science today, illustrated by 
the abject state of research agencies like the CSIR, lie 
!elsewhere: in the government’s attitude to science and 
I technology. While reams of paper have been wasted on 
'glorifying science and its promotion, the centre’s budget for 
science and technology has remained 2 per cent of the total 
allocations for decades. And of this a major portion goes to 
< big money-guzzlers like the atomic energy, space and ocean 
development. The CSIR, the Indian Council of Agricultural 
Research, the Indian Council of Medical Research were 
envisaged not only as centres for pursuing research but as 
nodal agencies for creating an ethos for scientific research in 
I their areas. They have increasingly become networks of 
laboratories with poor financial support and little 
administrative freedom to encourage creative leadership 
within them. Linkages with industry, agriculture and health 
needs, respectively, have been underdevelqted. 

Scientific research has always been viewed as an esoteric 
enterprise - few of the development programmes in the 
various ministries has ever had a functioning research and 
development component. For example, such a component in 
the irrigation departments could have tackled issues such as 
the impact of irrigation on the surrounding soils, on the flora 
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and fauna, on the spread of vector-borne diseases, and on the 
people, which in turn would undoubtedly have led to what arc 
termed basic research problems. 'Phis linkage, the integration 
of ‘development’ whether in industry or elsewhere with lb" 
research enterprise has never received attention. 

The other problem that has beset scientific enterprise in 
India has been tlic premise that science has to be harnessed 
to development. Such a philosophy can take root in apolitical 
and economic climate where science itself is seen differently, 
historically as a product of people’s endeavour and currently, 
as Itself empowering people todefine the goals of development. 
But in class society under the bourgeois state, the concept 
suffers the inevitable distortion. As has happened in India, a 
crude and arbitrary division takes place between basic and 
applied research, with the implication that the latter is 
directly related to development in material terms - in the 
building of industry, harnessing of natural resources, etc - 
and the latter is only a Sort of investment for the future. While 
certainly in the allocation ul' scarce resources necessary 
prioritisation has to be made, such a process must he dictated 
by the identification of people’s needs - Ibr instance the need 
for a altemati ve energy resources where all components from 
the basic to the applied would need to have the same 
emphasis. It is also a fact that fields not burdened with the 
need to prtxJuce ‘applied science’ arc the ones which have 
made tremendous contributions to knowledge which in turn 
has spurred applications, for instance, developments in 
mathematics, astronomy, etc. The devaluing of science has 
a cumulative and long-term effect: Even at the undergraduate 
level, science streams are no longer chosen, but simply 
suffered because other streams of medicine, technology, etc, 
are not available. In a sense we are witnessing also the 
devaluation and the degeneration of the methixlology of 
science with its central focus of rational enquiry. 

It is sad commentary indeed that the premier research 
agency of a country that is supposedly poised to enter a new 
and expansive phase in its development, should narrow its 
vision to become more “user-responsive” and “market- 
driven’’ instead of strengthening and revitalising the roots of 
scientific enterprise. This unrooted endeavour is not likely to 
produce anything but garden variety innovations. That regional 
research laboratories should harness their considerable 
scientific talents to setting up patent consultancy services, 
whatever their practical advantage, is a misuse of the cnonnous 
resources which have been invested in creating these 
infrastructures. While certainly, there is a need for CSIR to 
reorient itscifto the changing environment, its current intense 
preoccupation with making re.search pay may well result in 
the opposite - there may not be any re.scarch at ail. 
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CONSTRUCTION WORKERS 

Gross Negligence 

AMONG -he most vulnerable and poor 
segments o( the unotganised sector working 
class IS the building and construction 
industry workers. Apart Irom the general 
ab.seiice of job sccunty, as well as the 
irregularity and se.i.sonal nature of the jobs, 
most construct ion workers have to move 
from place to place seeking construction 
sites. The living conditions of the families 
of construction workers arc appalling. 
Except for the Minimum Wages Act, 1948 
under which the government of India is 
responsible lor the lixation and revision of 
minimum wages in 'construction of roads 
or in building operations’ a.> one of the 40 
scheduled employments notified under the 
act, there is hardly any law which aims at 
regulating the employment and conditions 
of service of workers in this important and 
growing area of economic activity. 
Interestingly, it is now revealed that even 
the enforcement ol the Minimum Wages 
Act by the authorities is mostly directed 
towards establishments possessing a licence 
or registration under the Cont.'act Labour 
(Registration and Abolition) Act, 1970; 
establishments operating without the 
requisite registration or licence for carrying 
on business with contract labour, tho.se not 
covered by the Contract Labour Act and a 
large number of unauthorised and 
clandestine constructions hardly receive the 
attention of the enforcement authorities. 

Though the union ministry of labour has 
been quoting a figure of eight million as the 
total employment in the construction 
industry, the National Sample Survey results 
had placed the number of workers normally 
employed in construction at 12 million in 
1987-88. All evidence suggests that the 
construction industry has been the lastesl 
growing even in.solar as the employment of 
unorganised labour force is concerned This 
segment of the informal sector labc'ur lorce 
deserved special attention from the 
authorities. And yeiu' after year, the union 
ministry of labour, in its annual report, has 
been stating that a proposal for enactment 
ol a central legislation for the building and 
other construction workforce with a view to 
regulating their empktyment and conditions 
of service and providing tor their safety and 
welfare was being vigorously pursued in 
consultation with other concerned ministries 
like surlace transport, urban development, 
railways and linance and in the light of 
experiences of states like Kerala and Tamil 
Nadu where certain welfare schemes for 
construction workers were already under 
implementation, it look.s as though serious 
ideological pressures under the impulse of 
economic liberalisation arc coming in the 
way of evolving some rudimentary 
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protection to the growing but vulnerable 
sections of the woricing class. 

It is against this background that one 
should be dismayed at the results of the 
evaluation study on the implementation of 
the Minimum Wages Act, 1948 in the 
construction industry in the state sphere in 
the union territory of Delhi. The evaluation 
study was split into two phases (March 4 
to March 22,1992 and April 19 to May 10, 
1992) so as to allow some more time for 
the enforcement and publicity of wage 
rates revised through the half-yearly wage 
revision ellective from February 1992. 
Since May 1, 1989, the minimum rates of 
wages of budding and construction workers 
had been linked to the consumer price 
index numbers so as to bring them on par 
with the organised industrial workers 
insofar as time-bound wage revisions were 
concerned. According to the study only 20 
per cent of the unskilled workers in the 
establishments surveyed were receiving 
the prescribed minimum wages. The 
proportion of unskilled workeis in the 
total labour force was as high as 70.6 per 
cent. About 83.3 per cent of the unskilled 
workers had a rural background, 86.6 per 
cent were illiterates and 79 per cent had 
less than one year’s service to their credit 
Employment of female workers was 
confined to the unskilled category and the 
level of minimum wage compliance in 
respect of them was 16.7 per cent as 
compared to 21.2 per cent for their male 
counterparts. In other words, 83 3 percent 
of female workers and 78 8 per cent ol 
male unskilled workers received less than 
the prescribed minimum wages. The 
evaluation study thus characterises this 
category of unskilled workers as "the most 
vulnerable section ol the workers in build¬ 
ing and construction establishments”. 

The overall compliance level in regard to 
the prescribed minimum wages for all 
workers together was 57.8 per cent which 
was, of course, mainly attributable to the 
pitifully low compliance of 20 per cent in 
respect of unskilled workers. Thus, the half 
yearly wage revisions hardly made much of 
adilference loa vast majority of the unskilled 
workers Interestingly, only about 26 5 per 
cent ol the establishments covered by the 
study had been inspected by the enforcement 
officers. 

The mcie knowledge of an evaluation 
study being undertaken by the authorities 
sccm.s to have improved the compliance 
performance, with the level improving from 
9 per cent during the first phase of the 
study to 27 8 per cent during the second 
phase in respect of unskilled workers and 
from 48.6 per cerit to 63.9 per cent for all 
workers together. In general, the compliance 
with the minimum wages in respect of 
.semi-skilled, skilled, and clerical and 
supervisory staff was, according to the 


report. Highly satisfactc^ as aimoit-ifll of 
them were getting the prescribed wages. 

JANATA DAL 

Leaderless Chaos 

THE three-day national camp at AttibeM in 
Bangalore, instead of emerging with t^ne 
voice, ended in a cacaphony. 'Though there 
was the brave talk of forgetting the past and 
forging a new future, the overall impression 
conveyed by the meet was that the leaders 
were interested in settling previous scores 
After the breakup of SP-BSF in UP,' a 
certain section of the JD wanted the SP tdbe 
included in the National Front. But Laloo 
Prasad Yadav, against whom Mulayrfm 
.Singh campaigned in the recent assembly 
polls in Bihar, staunchly opposed the move. 
Laloo Prasad, alter his triumph in the Bihar 
elections, aims to emerge as an uncontcsi* d 
leader of the yadavs in the northern hiell. 
Notably, the victory rally felicitating Lak'o 
Prasad was organised in .SambhnI in 
Moradabad district ol UP, the home territory 
of Mulayam Singh .Sharad Yadav's 
suggestion that the JD should keep its options 
open towards BSP has invited the ire of 
Ram Vilas Paswan who is planning toproicct 
Phoolan Devi against Mtiyawati and am unt 
himself as the leader of the dalits in the 
Hindi belt. It is this tendency to expand 
one’s support base while chipping at the 
other’s that has caused mutual re.scntm nt 
within the JD. 

Another factor which disturbingly raised 
its head in the JD conclave is the extent to 
which the party and its ally, TDP, in t' ; 
National Front arc seriously committed to 
building a secular front The overtures of 
Deve Gowda and N T Rama Rao to 
AlADMK to join the Front indicates 
that in spite of drawing up a minimum 
programme of action against the new 
economic policy, communalism and 
corruption, a different set of calculations 
seems to dominate their minds. Their 
argument thatjoining hands with AlADMK 
will ensure 100 seats from the south, 
besides leaving their long-standing ally, 
DMK, in the cold, defeats the purpose of 
secularism and reveals how amorphous 
their formulation of anti-Congressism is. 
This line of thinking also afflicts Sharad 
Yadav’s background paper on JD’s strategy 
for the coming Lok Sabha polls. 
Classifying the states into five caicgorus 
on the basis of the relative strength of ID 
and its allies, the paper advocates ..n 
alliance with Arjun Singh in Madhya 
Pradesh, if anti-Congressism is to prevail 
This mechanistic thinking purely in 
terms of seat adjustment dilutes the 
common programme of NF-LF, and 
instead inaugurates a coalition of all and 
sundry parties who will, no doubt, later 
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.^cker amdngst themselves 
the cake. > 

After the JD initiative in formulating poll 
strategy, there seems to be two distinct 
patterns of alignment emerging across the 
nation. First is the attempt made by the 
'national' parties like the Congress, the 
I^P, to forge alliances with the regional 
parties in various states in case a hung 
parliament eventualises. The other is the 
one chalked out by the NF to form a front 
of various regionally dominant parties. It 
seems that the latter strategy can prove to be 
more friction-ridden, if some rigour is not 
"laintuined in the selection of the allies. 
Also, unlike 1989 when V P Singh 
,symbolised the anii-Bolors forces targeting 
,the centre, the Ic.idership post in the present- 
day JD lies vacant. The party is like a torso 
without a head. That its regional chiefs, 
.under the mnucncc ol various pulls, have 
)U>I hern able to give a cohcsivenoss to the 
dt'' ISuli,ittheH.ingalorcmccthasconveyed 
,io the people. 

(.; ; SUMMIT 

Fire Fighting 

TUli principal purpose of the G-7 summits 
supposed to be to sort out mutual 
economic .ind linancial dilficultics. And 
Iheie ceilainly was no shortage ol such 
problems at the Halifax Summit m June, 
-jyiih Bosnia being at the top ol the pile But 
some ol these problems have become 
obstinately hard to sort out and some others 
do not admit ol solution because of the 
,,(Obstinacy of the key players. Unemployment 
III the developed world could be said to 
belong to the lirst categoiy; the US trade 
dispute with Japan over automobiles and 
auto p.irts belongs to the latter category. 
The U.S IS simply unwilling to abide by the 
ch.irter ol the newly-established World 
Tiade Oiganisalion in regard to conflict 
lesolulion. (.^insisted on invoking its own 
bilaieral sanctions should Japan not agree 

• to Its terms. 

Where docs the matter of IMF reform 
belong? It is a question that has dogged the 
international community fur quite some 
years, particularly since the early 1980s, 
but thanks to the distorted perspectives of 
. the majority of G-7, all that has been 
attempted so far is to attend to the immediate 
crisis. 

>in The IMF was set up after second world 

• war with the objective of functioning as a 
. sort ol World Central Bank which would 
yanonitor the international linancial scene 

and insure, through timely intervention 
agiiiivst destabilising movements. But like 
any central bank, the IMF needed to be 
armed with not only adequate powers of 
surveillance and monitoring but authority 
10 enforce certain requirements of 


befowkwr, baektM) of course mdf suflRcient 
resources. Unfortunately, the IMP was 
armed with very limited powers and 
resources, although vesting a near total 
controloveritsdecision-making in thehands 
of just one country, the US, given its 
effective veto. 

The result has been a piecemeal approach 
to problems crying out for long-term 
solutions. The basic problems of shortage 
of international liquidity was never tackled 
at the multilateral level and ultimately, 
private banks took over. Consequently, the 
problem took the shape of volatile, 
unregulated movements of capital across 
national borders. The international com¬ 
munity continues to be unable to face the 
problem. All that it has done .so far is to 
attend to cases as and when they have 
arisen, the latest being Mexico. 

The Halilax Summit, no doubt, di$cu.sscd 
the question of creating a mechanism to 
tackle Mexico type crisis and agreed lo 
create an emergency financing mechanism 
by refurbishing what was so far known as 
General Arrangement to Borrow (GAB) 
within the IMF. Bui how inadequate this 
new arrangement could be can be judged 
by recalling that for Mexico alone 
something like .$ 40 billion had lo be 
mobili.sed and now the IMF will have just 
$ .S8 billion to cater to the entire world, 
developed and underdeveloped. Arc they 
really serious? 

URBAN DEVKLOPMENT 

Long Neglect 

AS the Fourteenth Report of the Standing 
Committee on Urban and Rural 
Development of the Tenth LokSabha points 
out with relcrencc to its concerned 
dcp.'irimeni, “The Annual Report... is an 
important drK:umcni by which not only the 
progress of the various schemes can be 
known but akso the performance ol the 
ministries concerned can be verified. It is 
also relied upon by members of parliament 
while participating in the discussion on the 
annual budget." And yet. an annual report 
which gives reliable and up to date 
information on the ministries/deparimcni's 
programmes is more the exception than the 
rule. The quality of the reports and the 
ministries' lackadaisical attitudes to the 
diKument is well- illustrated by the remarks 
of the standing committee on the ministry’s 
annual report of 1992-93. 

The standing committee, clearly taking 
its task seriously, has pointed out that 
since the ministry is supposed to have 
established “close monitoring system for 
getting information and feedback on 
programmes”, such information should be 
made available in the annual reports. With 
amazing nonchalance the ministry, 


nanowing its response to the matter of 
water supply and sanitation has replied 
that it has no organised monitoring cell to 
keep track of the projects on a regular 
basis. That the ministry which is in charge 
of formulating and directing policy on 
urban development should acknowledge 
this, shows utter disregard not only for 
mandatory requirements, but a certain 
disinterest in pursuing its purposes. In fact 
the annual report of the ministry (now 
called the ministry of urban affairs and 
employment) for 1995-96 admits its role 
includes planning and policy formulation, 
but it IS obvious that the recommendations 
of the standing committee have made no 
impact on the preparation of the report. 
For instance, the section on water supply 
and sanitation, which had come in for 
con.siderable comment in the standing 
committee report, continues to merely list 
programme objectives, funds released and 
targets achieved, with regard lo utilisation 
of funds. To quote the standing committee 
report, “The main point is whether the 
required population is getting adequate 
facility or noi, whether the quality of 
facility available is socially acceptable or 
not Therefore, the committee would like 
lo recommend that population coverage 
under water supply and sanitation system 
must take into account the adequacy and 
Ihe quality ol ihc facility provided in order 
lo av,)id nullification of Ihe very purpose 
for which the facilities are meant”. The 
standing ciinimittcc had pointed out the 
discrepancy between Ihe ministry’s claim 
that 46 per cent of the urban population in 
India is covered by .sewerage and sewage 
facilities and the WHO report of the 
Commission on Health and Environment 
1992 which points out that only 209 of the 
3,119 towns (7 per cent) arc partially 
covered by such lacilities. The ministry 
has gone into a convoluted explanation 
about the difl'ercnce in Ihe base number 
on which the two figures are ha.scd and 
admits ihal the ministry has no town/ 
city wise updates on programme coverage. 
Interestingly enough, the last year’s annual 
report dispenses entirely with programme 
coverage data, confining itself to 
utilisation of funds 

In the Sixth Plan, with a belated 
recognition that urban development needed 
more than the cursory attention it had 
received till then, the integrated development 
of small and medium towns scheme 
(IDSMT) wa.s launched and has continued 
through the Eighth Plan with an allocation 
of Rs 155 crore. Interestingly, other than 
mentioning the guidelines on which the 
towns arc chosen for the scheme, and noting 
Ihe amounts utilised, there is no information 
on the actual coverage and no indication 
about what ‘development’ if any has taken 
place in thc.se towns. 
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PAKISTAN 

Mayhem in Karachi 

If* Kashmir is a thorn in Narasimha Rao’s 
side, he can takocomloii in the thought that 
Bena/ir Bhutto is netilcd by huppening.s in 
Karachi II the secular image of India get.s a 
sound drubbing when the world watches ii 
amassing its armed forces against the 
Muslim riimority in llie Valley, Pakistan’s 
much-flaunted Islamic ideology equally 
loses IIS credibility when it is seen turning 
Its guns against its own co-rcligioni.sts - the 
Mohajiis - m Karachi 

The symbiosis between Benazir’s 
increasingly shrill obduracy m the face of 
Mohajii demands, and the Mohajir Quami 
Movemenrs (MQMs) escalating lerronsm 
has wrought havoc with the lives of Karachi’s 
ordinary citizens The latest mayhem was 
spaiked olf by the rape of the sister of an 
MQM activist, allegedly by members ol a 
rival laciion (the Haquiqc) which enjoys the 
patronage of the all powerful Inter Services 
Iniclligencc (ISS) of the Pakistani defence 
establishment The MQM alleges that the 
firdu-spcMking Muslims who migrated from 
India to Pakistan alter partition expecting a 
homeland where they would be treated as 
equal citizens, arc reduced to third cla.ss 
citizens who do not enjoy fundamental 
constitutional rights and economic oppor¬ 
tunities in proportion to their numbers. In 
Its movement to demand rcdressal ol their 
grievances - which had become increasingly 
violent 111 retaliation to slate repression - 
the MQM has lost hundreds of its activists 
lo police and army bullets, and hundreds are 
cither in jail, or on the run (including its 
leadei Alial Hussain, who is in exile m 
London, and tears that he will be killed if he 
returns lo Pakistan) 

But the MQM is not as lily-white as it 
claims to be During its turbulent history of 
a little over a decade, it has demonstrated 
by Its actions that it can be as morally 
unscrupulous and politically opportunistic 
as the LTTf‘. of Sri L.inka, or the Khalisianis 
ol Pun|ab Like I’labhakaran and his 
lollowers of the LTD who had no scruples 
in requesting milil.nv training Irom the 
Indian RAW lor the liberation movement’ 
(when the RAW ii\cll was engaged at the 
same time m suppressing similar ‘libcralion 
movenienis’ in the north-east ol India), or 
like BhmdriUiwale who rose to prominence 
by accepting the role of a pawn in Indira 
Gandhi’s hands to serve her purpose ol 
marginalising and dividing the Akalis in 
Punjab, the MQM leader Altaf Hussain had 
shifted his loyalties from one patron to 
another in order to strengthen his clout in 
Pakistan politics. 

In Pakistan, it is widely known that 
Altaf Hussain lorined the MQM during 
ihe Zia regime, with the blessings ol the 


ISS, which us^ it to mar|Mn*iise Bhutto’s 
Pakistan People’s Party (PPP) in Sindh, 
where the Mohajirs are mainly 
concentrated, forming 40 per cent of its 
population. After a brief honeymoon with 
the PPP followng the formation of 
Benazir’s first government in 1988, the 
MQM fell out with her But all through 
these vagaries of political alignments and 
re-alignments in national politics, the 
MQM managed to steadily increase its 
electoral strength, emerging as the third 
largest party in the National Assembly 
after the October 1990 general elections. 
The movement, however, has acquired a 
notoriety over the years for violent and 
intolerant activities by its leaders and ranks 
- both against dissidents within the MQM 
and Urdu-speaking Mohajirs outside who 
did not toe ns line, - recalling the violence- 
ridden history of the Tamil Tigers, the 
Khalistams, and the Kashmiri militants 
directing their vengeance against members 
of their own respective communities. The 
accession of the criminal underworld of 
Karachi, armed with sophisticated weapons 
siphoned off from the state-patronised 
Afghan mercenaries, lo the MQM is 
diluting whatever political position (of 
demanding institutionalisation of Mohajir 
demands for equality and protection of 
theircultural identity) that the MQM might 
have had taken to mobilise Ihe Urdu- 
speaking migrants. But then again, Benazir 
Bhutto cannot simply resort to a military 
solution - which she is doing - in response 
to what has exploded today into a law and 
order problem from long-accumulated 
social and economic grievances of the 
Mohajir community, which her govern¬ 
ment continues to ignore. Unless she 
succeeds in resolving the.se grievances, 
the Mohajirs of Karachi will continue to 
empathise willy-nilly with the MQM - 
despite Its authoritarian and terrorist 
activities. The situation again has a parallel 
III Kashmir, where due to the decades-long 
central indifference to the grievances of 
the people there, popular protest has 
gathered around the various terrorist 
outfits 

Ironically, notwithstanding Benazir’s 
pathological loathing for New Delhi, 
she IS taking a leaf out of the Indian 
government’s reprc.ssive pixlicies regard¬ 
ing Kashmir While Karachi, like the 
Valley, continues to remain paralysed by 
strikes and militant actions, Islamabad is 
preparing an army crackdown, and has 
asked non-Mohajirs to quit Karachi 
while cutting off the city from ail 
communications - shades of Kashmir in 
January 1990, when governor Jagmohan 
asked - and arranged for the evacuation of 
- the Hindu pandits to leave the Valley, 
preparatory lo an army crackdown on the 
Muslim residents 


n INventy Years Ago ? 

EPW, July 5. 1975 

The far-reaching political changes 
ushered in with the proclamation of a state 
of emergency on June 26 notwithstanding, 
in the economic field the government is 
apparently not contemplating any startling 
change of direction or policies The 
emphasis, it is clear, will be on a more 
determined pursuit of the trends which 
have been increasingly in evidence in the 
Inst four years or so In this context, the 
prime minister’s broadca.st on June 27, in 
which she announced that the government 
had no plans of nationalising industries or 
of imposing fresh economic controls, was 
no less sigiiificanl than her subsequent 
broadcast on July I in which she spelt 
out what has now come to be known as 
the 21-point programme 

A major theme of the 21-point 
programme is that, in the Prime Minister's 
words, “we must go all out to increase 
production" In industry, licensing 
procedures had been ■‘streamlined’’, 
leading lo a sharp rise in ihe numheis of 
licences and letters ol inieiil issued, 
illegally installed capacity hud ben 
regularised in all manner of indu.sliie.s, the 
list of priority industries had been made 
progressively all-cncotnpassing and 
imports of raw material.’' and components 
had been liberalised Also, curbs on the 
expansion of large business houses had 
been dismantled and the anli-mono[)oly 
and anti-concentration provisions of the 
MRTP Act had been allowed to fall into to 
disuse. 

One of the major items in the celebrated 
lO-point economic programme adopted 
by the A ICC in June 1967 was that the 
growth of monopolies would be curbed 
and concentration of economic power 
would be prevented By contrast, it is the 
implicit premise of the 21-point pro¬ 
gramme that increased production, from 
whatever quarter it may emanate, must be 
encouraged. Similarly, larger production, 
in whichever industry it may occur, is to 
be welcomed. Hence any tightening of the 
definitions of priority or essential 
industries is clearly ruled out. 

In regard to the rural sector, the pnmc 
minsiter in her broadcast listed a number 
of programmes which arc vital for 
improving the condition of some of the 
poorest sections of the population, such as 
landless labourers and small farmers, 
scheduled castes and adivasis. 

Organisation of the rural poor is, vital 
for the realisation of those parts of the 21 - 
point programme which are intended to 
benefit the landless, Ihe scheduled ca.stes, 
the adivasis and Ihe like. How this can be 
done in Ihe changed political conditions 
of today is something which should occupy 
the attention of all those who ore committed 
to the goals of the programmes put forward 
by the prime minister. 
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IN THE CAPTIAL' MARKET 


EPW Research Foundation 


S and Y Mills 

S AND Y MILLS incorporated in 1994 
have undertaken a project for weaving of 
polyester blended suiting materials, with 
an annual installed capacity of i4.88 lakh 
metres for which commercial production 
is scheduled to commence in July 1995. 
To part finance the project, the company 
will enter the capital market on July 14 
with a public issue of 12,50,000 equity 
shares of Rs 10 each at par aggregating 
Rs 125 lakh. S and Y Mills will be listed 
on the Bombay, Madras and Coimbatore 
stock exchanges. The estimated project cost 
is of Rs 59.^ lakh, out of which the promoters 
are contributing Rs 298 lakh towaids the 
equity and the balance of Rs 170 lakh is 
through term loan. Out of the total 
requirement of plant and machinery worth 
Rs 241.70 lakh, the company is acquiring 
second-hand plant and machinery worth 
Rs 141.79 lakh. However, out of the total 
24 nos of Sulzer looms required for the 
project, the company has acquired only 12 
looms so far. The company has no firm tie- 
up for the procurement of raw materials. 
It has obtained a temporary power 
connection from TNEB. 

Mount Everest 
Mineral Water 

Promoted by Dadi Balsara, an NRI from 
Singapore, Mount Everest Mineral Water 
is approaching the Indian capital market 
with an aggregate i.ssuc of Rs 1.164.28 lakh 
consisting of a public is.suc of Rs 72.50 
lakh equity shares of Rs 10 each for cash 
at par (Rs 725 lakh) and firm allotments 
of 43,92,800 equity shares also at par 
(Rs 439.28 lakh). The company proposes 
to set up a fully integrated plant for the 
manufacture of polyethylene terepthalate 
(PET) bottles and natural mineral water 
rich in minerals such as bicarbonates, 
calcium and magnesium sourced from the 
Dhaula JCuan-Paonta Sahib area,, district 
Simour, Himachal Pradesh. The company 
has technical collaboration with Fresenius 
Consult GmbH of Germany for planning, 
installation and commissioning of the plant. 
It also has a technical agreement with AOKI 
Technical Laboratory, of Japan for know¬ 
how and consultancy services for 
manufacture of PET bottles. As the 
proposed plant is located in a backward 


region, it will enjoy sales tax and income 
tax exemptions, for 10 years and five years 
respectively. 

The PET bottles proposed to be 
manufactured by the company will use a 
stretch-blowmoulding process. The PET 
bottles, it is hoped, will have ready demand 
in the Indian market as they would be used 
for packaging of mineral water as well as 
for external sales to liquor and edible oil 
manufacturers. Likewise, mineral water is 
targeted especially at touring and travelling 
market segments; the total demand for 
mineral water was estimated at 1,000 lakh 
litres for the year 1993-94 against which 
the extant supplies stand at 799 lakh litres. 
Apart from the capital raised from the public 
issue, a foreign currency loan worth yen 
165 million (526.11 lakh) has already been 
sanctioned by Bank of India. In addition, 
the company will have Rs 340 lakh of 
working capital and Rs 578 lakh of foreign 
letters of credit for import of raw materials 
and capital goods (the latter on one-time 
basis). 

FGP 

A pioneer in the fibre glass industry in 
India and with an uninterrupted dividend 
track record for over 23 years, FGP is 
making a rights issue of 69,97,536 equity 
shares of Rs 10 each for cash at a premium 
of Rs 25 per share aggregating Rs 24.49 
crore. The company has bought over the 
glass fibre division of Ccat at Hyderabad. 
Also, the company has been facing a severe 
liquidity crunch as a result of the utilisation 
of short-term funds for modcrnisution of 
its furnace at Thane. Hence the present 
offer. However, the fund requi rements have 
been estimated internally; they have not 
been appraised by any financial institution 
or bank. As a result, the utilisation of funds 
raised through the rights issue will be left 
entirely at the discretion of the management. 

Jyoti Cosmetics 

Jyoti Cosmetics (EXIM), which is setting 
up manufacturing facilities for toothpaste, 
liquid and all purpose cream, dendneial 
and general shampoo and almond lotion in 
Mehsana district of Gujarat, is approaching 
the market with a capital issue of Rs 7.50 
crore. The project cost of Rs II .30 crore 
will be financed, apart from the public 
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issue, by promoters' contribution of 
Rs 3.80 crore. As per the estimates 
available, as against a supply of 30,000- 
35,000 mt, the demand for the products 
IS placed at 40,000-45,000 mt worth about 
Rs 200-Rs 250 crore, thus showing a gap 
of about Rs 65 crore worth of products. 
Besides, there is also considerable export 
potential. The annual rise in the 
consumption of toiletries and cosmetics is 
tound to be as high as 12 to 15 per cent. 

Scan Organics 

Engaged in the production of reactive dyes 
and gamma acid, Scan Organics is now 
planning to augment its operations by 
increasing capacity for gamma acid and 
manulacturing of dye intermediates, 
namely, bon acid, tobias acid, J acid and 
N methyl. For part financing in the project 
the company is making a public issue of 
Rs 6.45 crore. The government of India has 
identified dyes and dye intermediates 
industry as a major thrust area. The export 
potential for the industry has expanded 
becau.se the manufacture of dyes and dye 
intermediates is being phased out in 
industrialised countries. The actual exports 
from India is already growing at the rate 
of 15 per cent per annum. 
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CURRENT STATISTICS _ EPW Research Foundation 
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M<^y M^ket Rales of Interest 


treat per «mnm) 


W n ^e n ded Friii^s 


Call money rate (weekly 
weigtaed avenge) 

Call money rate (iange;weekly) 

Tteasuiy Bills:- 
9t>Day (On tap or ad hoc) 

91-Day (RBI auction); 

PriinaiV 

Secondary: DFHl'(mid-point 
of bid and offer) 
All SGL trading 
(weighted YTM) 
:I64-Day (RBI auction) 

Primary 

Secondary: OFHI (mid-point) 
All SGL trading 
(weighted YTM) 

RBI Repo auctions (COI securities) 

Secondary market 
State government loans 
(coupon rates) 

All SGL trading 
(weighted YTM) 
GOI Securities: Primary auctions 


23(RF) 


na 

14.00- 

19.00 

na 

0.25- 

2/.50 

14.59 

13.50- 

17.25 

i0.4S 

2.00- 

12.00 

13.39 

10.50- 

16.00 

12.29 

2.00- 

22.00 

16.78 

15,50- 

19.50 

13.14 

11.50- 

19.00 

10.06 

8.30- 

12.00 

7.83 

1.00- 

11.50 

10.71 

7.30- 

14.50 

10.84 

8.00- 

18.00 

14.68 

10.00. 

19:00 

4,60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

12.58 

12.50 

12.37 

12.33 

12.33 

12.07 

12.07 

12.07 

11.95 

11.40 

11.90 

12.03 

U.9R 

12.85 

12.75 

12.60 

12.38 

12.05 

11.90 

11.90 

11.73 

11.35 

11.40 

11.65 

11.65 

11.65 

12.96 



13.00 


... 

12,78 

12.52 

10.04 

6.26 


... 


11.60 

12.60 

11.50 

11.40 

12.52 

11.30 

* 

11.10 

12.52 

11.00 

11.00 

12.50 

10.85 

* 

10.70 

12.21 

10.55 

« ' 

10.85 

12.08 

10.85 

Ik 

lass 

14.07 

13.90 

13,51 

« 

(3.30 

13.37 

13.27 

* 

12.86 

• 

11.51 

« 

10.99 

* 

11.54 

12.00 

13.32 

13.21 

16.00 

na 

nn 

na 

na 

na 

na 

na 

na 

na 

. nn 

na 

na 

- 

- 

- 

- 

- 

14.00 

~ 

- 

- 

- 

- 

- 

- 

12.07 

13 18 
14.00 

12.64 

« 

11.78 

14.00 

12.14 

10.50 

13.80$ 

11.88 

* 

11.64 

* 

12.35 

13.75 

11.61 

13.25 

10.13 

* 

12.12 

* 

12,30 

* 


(10 years) 


Secondary: All SGL trading 

(weighted YTM) 13.95 
PSU Bonds yield:- 

Taxirae: NSE (traded, weighted) 11.70 
NSE (rMige:weelUy) 11.21- 
12.62 

Taxable. NSE (traded, weighted) 16.54 
NSE (Range:weeldy) 16.50- 
18.04 

Commercial Bills: DFHI 15.00 

(Rediscount rate) 

CP:Primary market (90 days) 15.00- 

16.00 

Secondary: DPlil (discount rate) 16.00 
Secondary: mark^/NSE 14.64 

CDs:Ptimaiy market (one year) 14.50- 


14.50- 14.50- 
15.00 15.00 


(10 yeans) 


11.63 11.64 11.50 
10.66- 10.61- 10.94- 
12.21 12.22 13.08 

16.67 17.91 17.41 

13.16- 16.85- 12.78- 
18.17 18.29 18.31 
15.00 15.00 15.00 

15.00- 15.00- 15.00- 
16 00 16.00 16.00 
16.00 16.00 16.00 

13.67 14.58 13.50 
14.50- 14.50- 14.00- 
15.00 15 00 15.00 


(10 years) (eonver- 


Secondary: CffW (discount rate) 15.00 


11.73 11.60 11.72 

11.17- 11.47- 10.07- 
12.44 12.58 11.63 
15.54 15.53 16.00 

14.30- 15.53 13.20- 
15.60 16.06 

15.00 14.50- 14.50- 

15.00 15.00 
14.25- 14.25- 14.25- 
15.00 15.00 15.00 

16.00 16.00 16.00 

14.73 na na 

14.00- 14.00- 14.00- 
15.00 15.00 15.00 

15.00 14.50- 14.50- 

15.00 15.00 
15.00- 15.00- 15.00- 
20.50 20.50 20.50 


14.25- 14.25- 
15.00 15.00 


14.00- 14.00- 
15.00 15.00 


Inter-cotporate deposits 16.00- 16.00- 16.00- 16.00- 16.00- 15.00- 15.00- 15.00- 15.00- 15.00- 15.00- 15.00- 15.00- 

(30/9(Vl80 days) 2100 21.00 21.00 21.00 21.00 20.50 20.50 20.50 20.50 20.50 20J0 20.50 20.50 

UTI-1964 Uni« (Weekend 

secemdaty matket price in rupees) 17.81 17.81 17.81 17.80 17.80 17.80 17.80 17.81 17.73 17.73 17.73. 17.69 17.69 

Hundinte 24.00 24.00 24,00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 24.00 

Memorandum Items: 

(t) Forward premia on the US dollar in the 
domestic inter-bahk market ^aonuallsed ip 
. per<^periUMiiin)(waeUy:j^;Br^ - ^ 

Sp^Cash 14.09 8,07 6.47 176 1.31 3.78 7.05 7.17 3.09 4.94 4.36 7.99 16.26 

Otie-monih 5.05 5..53 4.25 3.48 4,10 5.35 5.54 4.55 3.58 6.69 7.87 8.50 8.29 

ThMe-moolh 566 5,86 5J4 5.33 6,86 6.14 6.18 5.54 5.08 7.07 7.81 ‘8.12 7.56 

6.08 6.21 5.86, 5.95 6.6l 6-63 6.77 6.37 6.07 7.51 8.03 8.15 7.80 

(WjjHw^iaie(RlfflS$)(Di»^ 35.23 33.30 35,35 35^0 35.40 35.30 34:97 35.25 35.20 35 10.36.00 36.00 

.:..ffotni^)n^ ♦iierpucrioP na not availAfe (L)aoffoetUl<»i YTM-ylejli«nnaHirity $ Auction held on May 29. RP means reporting Friday 
ilbt'^«MjRifM}y'te(mnihf of dt lraal^g bPsthes# and the foftnig^ Perm is the reserve maintenance period. 

' 4 fiiw4 bn ihb daiiy^untatlona i|aii^8^faid:by Moekliri nnapciai and CoiwiiaMtf Services Ltd. Bombay. __ 


jSlpm ralatPt. njlinpcrscript ’ stands for Aiiy., (ii) Figures in brackets are percentage 
lueana not . 


sion 5 years) 
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1 16.07 

15.12 

15.25 

15.31 

15.00 
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15.00 

15.00 
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14.50- 
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14.50- 

1 16.00 

16.00 

16.00 

16.00 

1 16.00 

16.00 

16.00 

16.00 

14.40 

14.50 

15.25 

14.20 

14.00- 

14.00- 

13.75- 

13.50- 

15.00 

15.00 

14.50 

•i4.30 

15 00 

15.00 

1500 

15.00 

15.00- 

15.00- 

15.00- 

15.00- 

20.50 

20J0 

20.50 

20.50 

17.73 

17.73 , 

17.69 

17.69 

24.00 

24.00 

24.00 

24.00 

4.94 

4.36 

7.99 

16.26 

6.69 

7.87 

8.50 

8.29 

7.07 

7.81 

‘8.12 

7.56 

7.51 

8.03 

8.15 

7.80 
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CX)MPAN1ES 



MRF 

On a Roll 

MRP is the market leader in the tyre 
industry. The company has done well for 
1993'94 with the turnover increasing by 
10 per cent (Rs 81.75 crore), operating 
proHt by 10 per cent (Rs 9.72 crore) and 
net profit by 16 per cent (Rs 2.27 crore). 
Other income has fallen by 49 per cent 
(Rs 3.48 crore), non-operating surplus by 
142 per cent (Rs 98 Mh), while interest 
charges have risen by 6 per cent (Rs 1.94 
crore) and depreciation by 12 per cent 
(Rs 2.80 crore). Exports were down for the 
year by 21 per cent (Rs 20.95 crore), and 
imports by 4 per cent (Rs 4.39 crore). A 
dividoid of 90 per cent was declared for 
the year. The debt-equity ratio fell 
marginally by 2 percentage points for the 
year, while short-term bank borrowings to 
inventories fell by 26 percentage points for 
the year. Sales to tot^ assets and sales to 
gross Hxed assets fell by 3 percentage 
points and 24 percentage points, 
respectively. Exports to sales was down by 
4 percentage poinu while raw material 
consumption fell by I percentage point. 
Earning per share rose by Rs 5 from Rs 33 
toRs 38 for 1993-94. Gross saving to gross 
capital formation rose by 15 percentage 
points for the year. 

The company has managed to maintain 
Its leadership in the tyre segment and 
expects to further improve its performance. 
Its sale of tyres increased by Rs 93.29 crore 
and of automobile tubes by Rs 14.82 crore. 
MRF has also diversified into the 
manufacture of Enished leather. Its soft 
touch leather products and Catzvelte range 
of leather gann«its which are exported to 
Norway, Sweden, UK and Germany are 
said to be well received. Exports have 
suffered because of diversion of products 
to the domestic market. The company 
bought the 9.08 percent stake from Michelin 
of France, former collaborator, which had 
attempted a takeover when the latter 
disinvested inMRF. The company invested 
Rs 6.46 crore in its R and D activities. 

RUNJAB TRACTORS 

Indigenous Development 

Promoted by Punjab State Industrial 
Development Corpontion (PSIDC), Punjab 
Tractors was incorporated in 197(1. PSIDC 
holds 24 percent of the equity whllenuitual 
funds and financial institutions 40 fct cent, 
Flk 10 per cent, with 24 per cent of the 


equity being with the public. The company 
commenced its operations in 1974 based 
on indigenously developed technology. It 
has three divisions - tractors, combines 
and a foundry which are marketed under 
the brand name ‘Swaraj*. Tractors account 
for 95 per cent of its aggregate turnover. 

The company’s turnover was up by 20 
per cent (Rs 44.62 crore), operating profit 
by 26 per cent (Rs 7.08 crore) and net profit 
by 16 per cent (Rs 2.4 crore). Margins 
would have been higher but for the rise in 
taxation, interest charges and depreciation 
by Rs 3.5 crore, Rs 63 lakh and Rs 94 lakh, 
respectively. A dividend of 80 per cent was 
declared for the year. Exports rose sharply 
at Rs 5.3 crore as against Rs 1.05 crore in 
the past year. Imports fell to Rs 1.25 crore 
from Rs 2.17 crore in the previous year. 

Debt-equity ratio has risen by 8 per cent, 
9 per cent and 18 per cent in the past three 
years. Short-term bank borrowings 
fluctuated at 15 per cent, 8 per cent and 
9 per cent for the same years. Sales to total 
assets fluctuated at 156 per cent, 174 per 
cent and 156 per cent, while sales to gross 
fixed assets rose at 288 per cent, 295 per 
cent and 303 per cent for 1991-92,1992-93 
and 1993-94. Inventories to sales showed 
a declining trend. Return on investment 
fluctuated at 16 per cent, 20 per cent and 
19 percent for the past three years. Earning 
per share fell by Rs 9 for 1992-93 and rose 
by Rs 2 for 1993-94. Remuneration to 
employees declined by 41 per cent, 35 per 
cent and 31 per cent in the three years. 

.The company has now moved into the 
third position in the industry. The sale of 
tractors remained high throughout the year 
with harvester combines and forklift trucks 
too doing well. (3ut-tum at the foundry 
grew by 3.3 per cent for the year. Hie 
company is expanding its capacity from 
21,000 to 36,0()0 tractors per annum with 
a total outlay of Rs 25 crore which is to 
go on stream by die end of 1996. Having 
developed indigenous technology the 
company has restricted its foreign exchange 
outgo. The increase in sales is also attritwted 
to its after sales support service. The 
company's R and D facilities expenditure 
was Rs 89 lakh. 

BHARAT BIJLEE 

Expanding Markets 

For die past three years Bharat Bijlee wfakb 
manufacuires transformers, elec^ motors 
and lifts has shbwQ a fall in proflts. Hwagh 
net sales were up at Rs 97.SS crore as 
against Rs 89.87 crotb. opcndng pro^ 


fell to Rs 8.96 crmre against Rs 10.00 crof 
in the previmis year. Margins fell to Rs 1.8: 
crore as against Rs 2.70 crore in 1992-93 
Though other income and non-operatinj 
proflts rose, and interest charges as wel 
as depreciation Was low, margins declined 
this fall has been attributed to the transpot 
strike and the additional depreciatioi 
provision of Rs 51 lakh to write off asset 
of negotiable amounts. While imports rosi 
sharply from Rs 5.39 crore to Rs 9.21 
crore, exports fell to Rs 3.69 crore fron 
Rs 4.27 crore. The company declared i 
dividend of 22 per cent for the year. 

Return on investment declined in th< 
past three years at 10 per cent, 7 per cen< 
and 6 per cent. Net value addition to thi 
value of production fell by 2 percentage 
points for 1992-93 and I percentage poini 
for 1993-94. Remuneration to employees 
however, grew by 1 percentage point anc 
4 percentage points for the same penod 
Earning per shwe fell at Rs 219 in 1^1 -92 
Rs 93 in 1992-93 and Rs 63 in 1993-94 
Debt-equity ratio jEuctuated at 50 percent, 
43 per cent and 45 per cent for the pasi 
three years. Short-term loans rose by 15 
percentage points for 1992-93 and fell 
by 1 percentage points for 1993-94. 
Consumption of raw materials grew by 3 
percentage points for 1992-93 and fell by 
7 percentage points for 1993-94. Sales to 
total assets and sales to gross fixed assets 
grew in the past 3 years. 

The sales of the motor division in terms 
of value and quantity grew for the year. 
The transformer division did well with 
hi^ export orders being booked. The order 
booking of the lift division was satisfactory 
and the proportion of Olympus Schindler 
installations increased. Hie transformer 
division which makes both power and 
distribution transformers is the major 
contributor to its turnover. Hie division 
contributes around 50 percent to the sales. 
The company has collaboration agreements 
with Siemems AG of Germany for the 
manufacture of transformm's. The ihvision 
also specialises in makingdectronlc motors 
ipclu^g standard motors up to 4S KW, 
flame imiof motors and monobloc pumps 
and also custom engineered motois for 
specialised applications. Escalators are ako 
being made in collaboration ufUi Schindlm’ 
of Switzerland. Mmketcd under the brand 
name Olyn^mi Sddndhc (hey enjoy « IS 
per cent market shatik 

With the power sector being cqicnedup 
to private companies, inyeshnent jtn, '(he 
sector is expoeW to ahoot an0 so^ia (ha 
demand fertfaaoctuipnMiiL Tbedonp# 
mipoem hii do hi dMjtokt, 
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1 • • f 

MKFLii Pujib; 

Bhaiat 

Myawpc 

'''' tiumiiin' • 

'HudcU te<ficatcin 

TnMiloi;ii 

Binsft 


GaaMii ' ^ 


Mtrcb Marcii March Mhreb 

March March 

March Match 

March Maidiii 


1994 1993 1994 1993 

1994 1993 

1994 1993 

1994 1993 


iMCowt ^ap proprlatfom 


I NetM^ 

V7i29 

79054 

26343 

21881 

9753 

8987 

24926 

2;^S 

11190 

10093 

2 Value of production 

88404 

78736 

26326 

21850 

9422 

9332 

24220 

22563 

10681 

lom 

3 <Micr Income 

349 

697 

487 

489 

89 

60 

47 

34 

58 

42 

4 Thiof mcomt • 

88733 

• 79453 

26813 

92339 

9511 

9392 

24267 

22617 

10739 

10171 

3 Raw maieriali/Mores and qwrea 
' coasumcd 

55617. 

50130 

20303 

17194 

5077 

5379 

6892 

6849 

1229 

» 

1158 

6 Other manufacturing expenses 

4923 

4167 

240 

197 

653 

418 

7880 

8211 

5596 

4754 

7 Remuneration to employees 

4947 

4004 

1549 

1441 

1640 

1527 

1438 

1196 

782 

6S4 

8 Other expenses 

13343 

12201 

1144 

840 

1243 

1059 

5369 

2858 

2563 

2383 

9 Opetating profit 

9923 

6951 

3373 

2667 

896 

1009 

2908 

3503 

569 

1220 

10 Interest 

3400 

3206 

357 

294 

448 

468 

1936 • 

2295 

853 

808 

11 Cross profit 

6494 

3814 

3221 

2537 

532 

816 

2060 

2259 

>280 

694 

12 Deprociation 

2587 

2307 

510 

416 

127 

76 

1132 

1528 

161 

504 

13 Prifit btfore tax 

3467 

3260 

2711 

2121 

405 

540 

927 

730 

-441 

190 

14 Tax provision 

1830 

1850 

990 

640 

220 

270 

0 

0 

0 

: 0 

13 Profit tfier tax 

1637 

1410 

1721 

1481 

I8S 

270 

927 

730 

-441 

190 

16 Dividends 

382 

382 

810 

405 

67 

67 

491 

410 

0 

0 

17 Retained profit 

1255 

1028 

911 

1076 

118 

203 

436 

320 

>441 

190 

UablUtlcafaasets 

18 Paid-up capital 

424 

424 

1013 

1013 

313 

313 

4S84 

2103 

3124 

2124 

19 Reserves and surplus 

13386 

11691 

6922 

6011 

1337 

1219 

28707 

21242 

-5309 

-48i» 

20 Long term loans 

12007 

10774 

1480 

649 

752 

674 

8352 

13846 

7078 

7750 

21 Short term loans 

10291 

11521 

1226 

1436 

1601 

1732 

2324 

2775 

274 

317 

22 Of which bank borrowings 

8235 

11272 

410 

348 

1205 

1426 

1963 

2358 

274 

517 

23 Gross fixed assets 

34504 

28380 

8691 

7404 

1694 

1632 

55924 

53064 

*9715 

9665 

24 Accumulated depreciation 

16345 

13779 

3196 

2700 

903 

783 

20856 

19032 

6382 

6307 

25 Inventories 

13434 

14111 

4519 

4274 

2199 

2585 

4094 

4889 

1801 

2112 

26 Total Bssets/liabilities 

53795 

47730 

16798 

12564 

7718 

7742 

48923 

4SS01 

6829 

7336 

MbfUanrous Items 

27 Excise duty 

26768 

21998 

2197 

2652 

644 

1765 

3827 

5500 

2081 

2364 

28 Gross vdue added 

14926 

13457 

4933 

4058 

2738 

2731 

6492 

6739 

1383 

2459 

29 Total foreign exchange income 

7723 

9838 

530 

105 

613 

427 

86 

8 

560 

192 

30 Total foreign exchange ou^ 

9590 

10132 

146 

235 

1013 

573 

56 

63 

90 

90 

Key financial and perfonnaace ratloa 

31 Turnover ratio (sales to total assets) (%) 

162.2 

165.6 

156.8 

174.2 

126.4 

116.1 

50.9 

50J 

163.9 

133.% 

32 Sales to (otal net assets (%) 

241.6 

229.7 

247.6 

239.7 

243.7 

228.2 

56.7 

57.3 

216.6 

182.7 . 

33 Choss value added to gross fixed 
asseu (%) 

43.3 

47.1 

156.8 

54.8 

162.8 

187.3 

11.6 

12.7 

14.3 

25.4 

34 Return on investment (gross profit 
to total aaseta) (%) 

12.1 

12.2 

19.2 

20.2 

6.9 

8.0 

4.2 

3.0 

-4.1 

9.2 

33 Gross pn^t to sales (gross margio) (%) 

7.4 

7.4 

12.2 

11.6 

5.5 

6.9 

8.3 

9.9 

r-2.3 

6.9 

36 Opera^ (irMit lo sales {%} 

11.4 

11.3 

12.8 

12.2 

9.2 

11.2 

11.7 

13.3 

5.1 

12.1 

37 Profit b^Qie tax to sales (%) 

4.0 

4.1 

10.3 

9.7 

4.2 

6.0 

3,7 

3.2 

-3.9 

1.9 

38 Tax provision to profit before tax (%) 

52J 

56.7 

36.5 

30.2 

54.3 

50.0 

0.0 

0.0 

0.0 

0.0 

39 Profit after tax to bm wosth 
(return on equity) (%) 

11.9 

11.6 

21.7 

21.1 

11.2 

. 17.6 

2.8 

3.1 

20.2 

-6.9 

40 Dividend (%) 

'90.0 

90.0 

80.0 

80.0 

22.0 

22.0 

20.0 

- — 

0.0 

0.0 

4l Eandngpershiie (Rs) 

38.6 

33.3 

17.0 , 

. 14.6 

63.6 

93.6 

2,0 

3.4 

-1.4 

0.9 

4^ Botdc value perjure (Rs) 

325.7 

285.7 

78.3 

69.3 

572.4 

530,7 

72.7. 

111.1 

>7.0 

-12.9 

43 PfBiaiio (based Oft latest and 
' bdneipanAng last ^ftat'k price) 

18.1 

0.0 

22.4; 

0.0 

26.3 

18.2 

22.9 

. 0.0 

-15.8 

0.0 

,44;p(lbilHsipi^aiio (ftd(iMtcdfor« ' ' 

. ievainntioiO (%> , 

86.9 

88.9 

18.7, 

9.2 

45.6 

44.0 

■ M» 

59.3 

-323.9 

>282.4 

4!f.;ShiM ttimhhnk boriowiiiis id 

53.4 

79.9 

9,1 

8.1 

54.8 

55.2 

47,9 

48.2 ' 

'■ ■ 35 : 2 ' 

, 24.5 

'dila«ifiMf.lo Miaii9:4iilbiw» <%) 

7S;5 

52.2 

448.1':,-, 

601.9' 

70;7' 

80.7 

199.6 

229.0 


83.8 . 

''r'-Ri fi^VaMeailMl '<' 

nx 

29.8 

31;4;^ 

33.5 

515' 

519 

'■,^'22.2 ■' 

m 

. J 

■ ;56.5' 

26.6 

48 Toq^reiniiiierBttotstDenpidjHwa . 
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. -iovalwefprodiKiioB(%) .o"-. 
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5.1 


6.6 

17.4. 
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49 <]tast fixed aMali fenwihm (%>' 

30.7 

- 

. 174 

18.3 

'3.*,;' 


5.4 y 


-t4«; 
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>14.93 : 

.7.00 
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MYSORE CEMENTS, 

Power Shortages 

Mysore Cemeots, a part of the S K Birla 
Group, has registered mixed performance 
for 1993-94 with an increase in sales by 
8 per cent; operating profit fell by 16 per 
cent, and gross profit by 8 per cent, and 
net profit rose by 26 per cent. The rise in 
margins was due to the fall in interest 
charges by 1S per cent, depreciation by 2S 
percent, and nil taxation. Other income fell 
by 12 per cent, while non-operating rose 
by 3 per cent. Exports were up by Rs 78 
lakh, while imports fell by 8 per cent for 
the year. A dividend of 20 per cent was 
declared for the year. Debt-equity ratio fell 
by 34 percentage points, short-term bank 
borrowings fell by 1 percentage point for 
the year. While sales to total assets remained 
steady, sales to gross fixed assets rose by 
1' percentage point for the year. 
Consumption of raw material fell for the 
year. Earning per share fell by Rs 2 per 
cent' for the year. Remuneration to 
employees rose from 17 per cent in 
1992-93 to 22 per cent in 1993-94. 

The cement industry was dogged by short 
supply of coal, inadequate and erratic supply 
of power and non-availability of wagons. 
The company has managed to maintain its 
capacity utilisation at 103 per cent as against 
the all-India level of 86 per cent and the 
despatches also increased by 8 per cent. 
Increases in cost of cement production was 
due to the increase in the administered 
prices of inputs, like coal, fuel oil. freight 
and transport and power. Rights issue of 
FCDs aggregating Rs 113.38 crore was 
completed during the year. After the 
conversion of debentures the equity of the 
company increased to Rs 44.42 crore. The 
company as a part of its diversification has 
plans to set up a latex thread project in 
TIDCO at Hosur and in technical and 
financial collaboration with Polcon Italiana 
of Italy who are also to participate in the 
equity capital of the new company. The 
company has also decided to increase its 
own power generation capacity at all its 
units. A new cement plant has been set up 
at Damoh in Madhya Pradesh, with a 10 
MW captive power plant for the Damoh 
unit and installed wagon tippler, coal stacker 
and coal washery for the one million tpa 
clinkerisation plant. The company has pi ans 
to diversify into pig iron, casting and 
structural fabrications, for which a new 
subsidiary is being set up. The first phase 
will comprise a three lakh tonne foundry 
grade pig iron plant at Haldia, at a cost of 
Rs 150 crore. In the second phase the pig 
iron capacity is to be expanded while it 
would also diversify into foundry-grade 


casting and structural fabrications at a cost 
of Rs 600 crore. 

NARMADA CEMENTS 

Rise in Exports 

Narmada Cement Company, once a blue 
chip company, is now experiencing a decl ine 
in margins. Net sales of the company was 
up by 10 per cent for 1993-94. However, 
operating profits fell by S3 per cent and net 
profits by 332 per cent. Interest charges 
grew by S per cent for the year; other income 
was up by 38 per emit; depreciation was 
down by 68 per cent. Sluggish demand and 
subdued prices put heavy pressure on the 
company's margins. Exports were up at 
Rs5.6 crore as against Rs 1.92 crore in 
1992-93. Imports fell to Rs 78 lakh from 
Rs 90 lakh in the previous year. 

The long-term borrowings of the company 
fell by 8 per cent for the year. Short-term 
borrowings fell from 24 per cent in 1992-93 
to 15 per cent in 1993-94. Sales to total 
assets grew at 133 per cent and 163 per cent 
in the past two years. Sales to gross fixed 
assets grew at 104 per cent and 11S per cent 
for the same period. Return on investment 
fell by 13 percentage points for the year. 
Inventories to sales fell by 4 percentage 


pointtfor ttw 

of prothicfion fell by R ptftcMta^ poifiti; 
Remuneration to employees rose by 30 
percentage points for the year. 

Clinker production was at 7.89 lakh MT 
for the year. Despatches of cement in the 
domestic market during the year were at 6.38 
lakh MT and realisation fell by Rs 29 per 
MT for the year. With the r^uefion of 
import duty on coal to 35 per cent from 85 
per cent, indigenous coal has become 
expensive and hence the company ik forced 
to import all its coal requirements. The 
company has plans to install new machinery 
and thus lower its operating costs. 

Promoted by the Chowgulqs the company 
has been a BIFR case and it has prepared 
a Rs 90.09 crore draft scheme to tide the 
company over the situation. The scheme 
envisages a capital expenditure of Rs 28.59 
crore and payment to financial institutions 
and banks of Rs 61.5 crorc. The cost of this 
scheme is to met by promoters’ contribution 
of Rs 61.5 crore and internal generations of 
Rs 28.59 crorc. The net worth is expected 
to become positive from 1994-95 and the 
accumulated losses are likely to be cleared 
during 1996-97. These accumulated los.scs 
ate into the compimy's Rs 29 crorc equity 
capital. The company expended around 
Rs 4.8 lakh on its R and D activities. 
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Bight to Assonably 

A Q Noorani 

The Supreme Court had ruled, 20 years ago, against arbitrary power to 
ban public meetings. Recent instances reveal that the judgment has 
had little impact on the minds of governments. A reminder from the 
Supreme Court is overdue. 


THE Conslitution of India guarantees to 
every citizen the fundamental right “to 
assembie peacefully and without arms” in 
Article 19(1 )(b). But the exercise of the 
right seems to depend on the whim of the 
executive. The judiciary has been none too 
helpful in upholding the right, exceptions 
apart. The right is subject to any reasonable 
restrictions "imposed by the state in the 
interests of the sovereignty and integrity 
of India or public order” - and on no other 
ground. Even on the two stated grounds, 
the restrictions must be •‘reasonable”. 

Successive governors of the state of 
Jammu and Kashmir have confidently 
denied this right to the people of the valley. 
Even a religious procession on the 10th day 
of Mohurram (June 9) wa.s broken up by 
the police in Srinagar. The chief minister' 
of Uttar Pradesh. Mayawati, banned 
meetings and processions soon after 
assuming office but relented a few days 
later. She realised of course that such a 
blanket ban had no chance of survival in 
the courts. There is* scope for judicial 
intervention in cases of bans for a term, 
but judicial intervention becomes 
infructuous and futile if the state imposes 
a ban on a particular meeting at the last 
moment. 

On May 3, 1981, a meeting was to be 
held on the Chowpatty sands in Bombay 
to protest against the government of India’s 
policy on Afghanistan. The government of 
Mahmshtra banned it after dilly-dallying 
over the requisite permission. The 
organisers moved the High Court on 
May 2 when Justice M L Pendse gave a 
mandatory injunction to the slate to grant 
^ permission. The state appealed to a 
divisiem bench. The appeal was ail but 
hjmtty heard when it was withdrawn. A 
minister, V asant Sathe, poinpqusly 
^eebued in Srinagar that no dhe would be 
;BtoWed| to niaite assertions which went, 
agaipst the accepted national policy. 

. Accepted whoml Indira Gandhi, of 
eonne^ He referred speciflealiy. to the 
peoposed meeting in Bombay and said 
fh^a Ad not want to get ita relMtioas with 
friendly countries spoiled by such meetii^a^ 


He meant the friendly regime of Soviet- 
installed Babrak Karmal. 

In 1991 the Madras High Court, on the 
petition of K Thiagarajan, struck down the 
order of the commissioner of police, 
Egmore, banning public meetings for IS 
days. The petitioner had sought permission 
for a meeting to be held on September 27, 
1991. Such bans were renewed as a matter 
of course. The court observed that “merely 
under a pretext or assumption that there 
would be a breach of peace or a law and 
order problem would be created, summary 
rejection of an application for the conduct 
of a meeting could not be permitted”. It 
deprecated the practice of renewing such 
ban orders fortnightly. 

in a later case, however, the high court 
imposed conditions before directing the 
police to accord the requisite permission. 
The prior conditions related to the content 
of the speeches - a form of pre-censorship. 
Hie meeting was to commemorate the 
death anniversary of Bhagat Singh. 
According to an article in The Hindu of 
May 3, 1992, the court directed that the 
meeting could be hold only if the speakers 
gave an undertaking to speak only on 
Bhagat Singh and his policies and would 
not speak “anything about politics” and 
that "they would not make any statement 
or speech which would intimidate the 
general public of the locality or other 
parties”. 

The Supreme Court tripped inthe leading 
case of Himatlal vs Police Commissioner, 
Ahroedabad. Chief Jusdee S M Sikri 
gratuitously and very wrongly observed 
that “we do not think that Article 19(1 )(a) 
is attracted on the facts of the case”. This 
provision embodies the guaraptee of free 
spebch. It is absurd to suggest that the 
^arantee of free speech is^hot 'attracted' 
if a public meeting is to be hdd. What else 
it Ae purpose of a meeting! ifnot tn express 
thoughts, feelings, opiniofitor emotions - 
by words, music or dance? Both rights are 
‘lUtracted*- the right to free ^leech and the 
right to assemble. 

. the Su|wmc Court, hpwever, ruled 
against arbitrary powef io ban public 


CIVItLIBmiES 


meetings. That was 20. years ago. In the 
light of experience the ambit of direction 
which the court granted to the executive 
must be more narrowly defined. 

The observations by justice K K Mathew 
in his concurring judgment have been 
quoted in support of the citizen's righu. 
He said; 

public meeting in open spaces and public 
streets forms part of the tradition of our 
national life. In the pre-independence days 
such meetings have been held on open 
space and public streets and the people 
have come to regard it as a part of their 
privileges and immunities. 

The state and the local authority have a 
virtual monopoly of every open space at 
which an outdoor meeting can be held. If 
therefore the state or municipality can 
constitutionally close both its streets and 
its parks entirely to public meetings, the 
practical result would be that it would be 
impossible to hold any open-air meetings 
in any large city... The conferment of a 
fundamental right of public assembly would 
have been an exercise in futility, if the 
government and the local authorities could 
legally close all the normal places where 
alone the vast majority of the people could 
exercise the right. 

The state possesses the power of 
‘reasonable regulation' but not of 'arbitrary 
exclusion’. The power to decide whether 
a meeting should be permitted or not cannot 
be conferred on a state official without 
laying down precisely the criteria he should 
observe. The Supreme Court approvingly 
recalled in this context the dicta of the US 
Supreme Court that the conferment of 
“such broad discretion in a public 
official allows him to determine which 
expressions of view will be permitted and 
which will not. This thus sanctions a device 
for the suppression of the communication 
of ideas and permits the official to act as 
a censor”. 

Recent instances reveal that the judgment 
has had little impact on the minds of 
governments. A reminder from the Supreme 
Court is overdue. 
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Institute of Chinese Studies 

Centre for the Study ot Developing Societies 
9 Bhagwandass Road, Second Floor 
New Ddhi > 110001 
Td: 388155 
Fax: 001*2923059 

RESEARCH PERSONNEL NEEDED 


The Institute of Chinese Studies is a national forum of serious research on China, founded jointly 
by scholars from the various academic institutions of Delhi as a unit of the Centre for the Study of 
Developing Societies. It publisheit the reputed quarterly journal China Report 

The ICS is currently engaged in an inter-disciplinary research project on “China: Into the 21st 
Century” for which it requites short-term/long-term research staff. It invites applications from persons 
with a good Master’s Degree and particularly welcomes candidates trained in Chinese language and/ 
or Chinese Studies. The Institute provides excellent op^rtunities to those seeking a career in Chinese 
Studies. They will work with well known scholars in the field and have access to the necessary 
research materials at the ICS library. 

Appointments as Research Associates/Assistants, to^begin with, will be ad hoc and temporary, 
part-time or full-time. Remuneration will be decided according to the qualifications of the candidates 
and will ordinarily range between Rs 1500 and Rs 2000 for part-time and Rs 3000 to Rs 5000 for 
full-time staff. 

T 

Applications with full particulars including names of two referees should reach the Institute 
by 1 August 1995. Those wanting to pursue a career in Chinese Studies should append a short 
statement of about 250 words on the area of their interest. Interviews will take place on Saturday, 
5 August 1995 at the premises of the Institute Of Chinese Studies, ISIL Building, 9 Bhagwandass 
Road, New Delhi - 110001. To minimise waiting time, candidates with surnames A to K will be 
interviewed between 10 a.m. and 1 p.m. and the rest from 2 p.m. onwards. 

f 

The ICS is compiling a Directory of Indian scholars and institutions with interest in Chinese 
Studies (including Language). Those engaged in teaching/research on China are requested 
to send their particulars for inclusion in this Directory by 1 September 1995. 

Those involved in research on contemporary China are invited to stnd detculs of their 
research and publications to the ICS which encourages collaboration*with scholars all 
over the country. 


Adioirustrative Officer 







PabUc Hearings of Women Workers in 
Informal Sector 


Gabrkle Dfctrich 

There is a growing tendency to focus on violence against women and 
on cultural deprivation. While tlus in itself is very important, it is often 
not clear, how this can go beyond seeing women as mere victims and 
how it relates to the work sphere. The recent public hearings, one on 
the entire informal sector in Tamil Nadu and another on women 
employed at all levels in the fishing industry, enable an understanding 
of women’s social agency in the sphere of production and to identify 
how prodOction relations need to be trari^ormed. 


piteimation iiM 
more tdcm over by mn. 

The pfescot rt^lor battle of the sector as 
awhoteis the fierce strag^againttUccptihg 
of foiei^ vessels whic^ celmiiiateil in h 
hunger fast of NFT’ chairperson Tom 
Kocherry at Portendar, supported by a 
simultaneous stnigc^inNewD^tocmi^ 
parlianient to take notice. However, the 
promise of the miiitstef of food procesting 
industries to review the terms of reference 
of the committee concerned widi the issue 
given on May 18, has not been k^. The 
National Fisheries Action Committee on 
June 26 had to decide to begin a protracted 
straggle and has announced the blocking of 
important ports for Novmnber 23, including 
Kandta, Bombay, Goa, Manfpdore, Kodii, 
T\itukudi andParadip(7beH(ri^ Emiriailam 
edition, June 27). Under conditkms tike these 


WE are living at a point in the history of 
our nation where everything seems to be in 
flux. Undertheimpact of the NBP,the public 
sector of the economy is shrinking, tte private 
sector takes to more ruthless forms of 
profiteering and the informal sector, covering 
already over 90 per cent of the economy, 
keeps expanding. Obviously, under such 
conditions, the vast number of women, mote 
than SO per cent in the sector, are increasingly 
under duress. As the government, undet 
[nessure of multinationals, IMF and WT6 
is increasingly abdicating social responsibility 
public hearings become a device to make the 
voice of these voiceless women heard all the 
same. It is a sector in which employment- 
employer relationships can often not be 
pinpointed, and whom to nudte aitswerable 
and how appears a hazy question. It is only 
due to the enormous efforts' of labour 
organisations in the informal sector that the 
sitUittion of such women becomes visible at 
all. This trend is in marked contrast to all 
sorts of efforts of the government to co-opt 
women into in policies by giving them space 
in M^ila Sam^ya {xogrammes in different 
sWes and offering feminists in NGOs an 
^rparent shortcut to mass work. 

There are many discrepmicies in how 
women's situation is analysed. There is a 
gtbtving tendency to (ocusonviolenceagainst 
iwmen and on cultural deprivation. Whik 


responsibility becomes more easily viribk. 
But obviously, there are also contradictions 
within the state as we can see committed 
judges siding with the poor in the attempt 
to mdee the governtnem answerable. At die 
same time it is obvious that the transformation 
of dte sector which is needed cannot be 
carried out by legal means only, but must 
involve a process of comprehensive 
reorganisation of society in which trade 
unions, women's and ecdogy movements, 
politick parties and all democsadcally minded 
forces must join together. We need to 
understand the complexity of the informal 
sector and evolve new mechanisms of 
redressal, procerhues of implementation of 
laws, forms of organisation, as well asanew 
jurisprudence which will beUbk tostiengthen 
the overall struggle fm transformation. This 
will enabk the most disadvantaged sections 
of die working class to beewne visible as 
social agents. 

OnJune23-24apublicheadngon women’s 
struggles for survival in fisheries was held 
by the National Pishwoikers Portnn in Mas 
Hotel Auditorium, Emakulam. This in itsdf 
was a historical step as it wra the outcome 
of over IS yearsof straggle to make wrrnien 
visible within the sector. The fishing 
communities in the marine sector comprises 
of 75 Wchs, nearly half of dkse women and 
of course diere are many foland fishing 


whoe the survival of the whok artisanal 
sector is at stake, who will listen to die 
wmnen within die sector? 

Yet, women raised their voice in painfiil 
clarity. Theeffmt was supportedvetyacdvdly 
by the NFF chairperson tom Kocherry and 
generri secretary Harekrishna Debnatfa, but 
organisational ^orts of women, both in die 
unions, in the PCO centre and in difibreat 
women’s organisations as well has beoi 
enormous. 

- The first day was devoted to a heaiii^ in 
front of Justice Krishna Iyer, Justice 
Janakiamma and advocates Ns^ta Haksar 
and Indira Jaisingh.This hearinghighlighted 
mainly the lot of the about 30,000 women 
fishworkets who migrate from Kerala to 
other maritime states in order to wotk in the 
prawn peeling sheds. They are young women 
between 16 and 2S years who are sold into 
virtual bondage by contractors and spend 
their lives under unbeiievidily inhuman 
conditions with 12-15 hours of work and 
totally inadequate housing and sanitation. 
Six women from Kerala andTamil Nadu had 
been chosen to give their testimony, 
representing dieplight ofdiousandsof others. 
Akyamma Vijayan, who had studied the 
sector in dqpth on behalf of the women’s 
pn^ramtne of the Intematiot^ Ctdkcd ve in 
support of fishworkers (ICSP) supplemented 
important informaiionontheover^ situaden. 


dlk In itsdfis very tmportata.it k often not commuaftiesas wk!.Whik«dmaiinImfia The women eto between Rs 800 and l.lOO 

(dqKihowdHs^wgpbey^seeingwrmen, ddnolg9toiea.insome|pk;ihieydoiidierit a month, though invariaUy at least Rs 1,200 

a»i<ii(^idcdntf«idhowHk|to fltMlV ipran and are owriera of the catch, it pnmiised to them. Fbod expenses of Rt 

HtheraSidebysid<!s,thmkano^<riii^ $b^ women IM Vistdih||iamain advance 250-300 will be deducted. Medical expenses 

k^peciidly aifiong NOOs to fobuk on income riiiraii^ capital for traw^. Women also are borne by die workers and are very high- 

gRtinBtibowMI|Md.ctkif^t^ «|iveforpd^andcatchc<kj^andslaiinp$ They suffet many iiquties and infections due 

k,tk» dven^ chtmges to ewatfow^ p cj B feWb. tMr hngers in Iniaiid fisheries. They to handling fixnen prawns, working in damp 

l^ hearihgs^k miMffoPAi^^ have been traditionally bivelved in the conditions, slipping mi water widice.Th^ 

M tounderstuid wbnkn’taddafaipieyin pmsexvatfoo and marking of fish nd in Uv«^30to 50 peopk in one room, with only 

(ikiphereofprcKli^onndfokkiimyhOW iMModdiig. All this haa hnpaeted by two or three latrines and have to uke baths 

ptbidhicflDn r^adodstiee^rabetrtgitfnliii^ the intnitfdn of SncieiMd mechanisation in in bunches of founor five in order to make 

Uol^ag atiiwii«forRMlmdW,Adexim dkaocifk.deidedoooffl^R^^ it to work on time. There is no recie^on 

We gpyHMnmi wdU' rekdves (he. they ate not 




1551 






^ teav«;' Sexital' 

seeiiisto occur but is difRcolt to 
voice as fear rules. Possibilities of labour 
organisation are extremely difficult as the 
girls are cooped up with each other and with 
the contractor who handles the money and 
controls their life. 

The jury interrogated the girls about the 
method of recruitment and contracting and 
a majdr debate later arose on how this 
phenomenon can be controlled. The district 
labour officer of Ernakulam, while 
highlighting all the legal provisions in 
Factories Act, Casual Temporary Workers 
Act, 1 ndustrial Disputes Act, etc, also admitted 
that the government had no hold over the 
contractors. He admitted that not a single 
contractor had been registered but held the 
ignorance of the workers responsible for this. 
He promised to bring the matter to the notice 
of the labour commissioner. Albertina 
Almeida of Bailancho Saad, a women’s 
organisation in Goa involved in the issue, 
explained about the difficulty to 
organisationally intervene as it was not clear 
whether to unionise or whether to have the 
women declared as bonded labourers and 
work towards getting them released. She also 
reported severe harassment of unionising 
attempts, including the death of a unionist’s 
child under suspicious circumstances. 

At the end of the day, the jury gave a very 
spirited judgment acknowledging the totally 
inhuman conditions in the sector and 
certifying violation of (I) Contract Labour. 
(Regulation and Abolition Act of 1970); (2) 
Inter State Migrant Workmen (Regulation 
and Employment Act 1979); (3) Bonded 
Labour (Abolition) Act 1976; (4) Minimum 
Wages Act 1948; (S) Factories Act; and 
(6) ESI Act, They also pointed out violation ‘ 
of fundamental rights guaranteed in the 
Constitution of India like right to equality 
(Article 14), Right to Life (Article 19(l)and 
21), prohibition of trafficking in labour and 
forced labour (Article 23), and several • 
others. They simultaneously pinpointed the 
violation of the Universal Declaration of 
Human Rights and of convention 122 of the 
ICO and Declaration on the Right to 
Development of 1986. 

They concluded that the government does 
not seem to have the will to enforce the 
labour laws. The Marine Products Export 
Development Authority (MPEDA) has not 
a single labour representative. The jury 
recommended the strengthening of 
international solidarity, referring to the 
participation of organisations from Senegal 
and Canada. It urged the government of India 
to take steps to ensure natural resources for 
the country and for a human-centred 
development based on self-reliance. It called 
upon the state governments to implement the 
labour laws. 

The jury acknowledged that the problem 
will not be solved with such a judgment as 


the NeWWbf 

Organisation does not allow iinpiemeststion 
of such recommendations. ’Hiejury concluded' 
emphatically; “We have to commit ourseivCs 
to a tong atru^e s6 that world production 
systems based on production for life, not 
r^uction tor profit<are evolved. We have 
to evolve a jurisprudence which i$ based on 
the belief that each human being is a priceless 
asset. We need to develop a resurgent 
jurisprudence to protect workers from 
exploitation so that we never have to hear 
such painful testimonies again. This new 
jurispnidence will help to convert the pain 
of these women to power - power to fight 
this unjust system.” 

STTUJGGlfi OF FiSHERWOMEN 

It was, therefore, only too apt that the 
second day of the hearing was devoted to 
the struggle of fisherwomen. Nalini Nayak, 
amemberof NFF who works with the women 
programme of the ICSF gave the background 
of women in vending, net making, fish drying, 
cockle picking and suhsequemly women 
representing these different occupations 
spoke out. If the first day been emotional for 
the agonised outcry of very young girls, the 
second day was moving as it showed (he 
survival struggle of elderly women, often 
widowed or deserted, fighting with lack of 
credit, lack of transport, local goondas and 
tax collectors in the market place. This gets 
aggravated by diminishing catch, longer 
travel, internationalisation of the trade, 
enhanced competition and violence. On top 
of it all, the living conditions in the coastal 
villages and urban slums inhabited by 
fishwoikers, are totally crammed, lacking 
security and even water or toilet facility. In 
Ernakulam, women have todefecate in plastic 
bags and throw it into the river. They do 
this in public and during monsoon the 
excrement floats back due to flooding. All 
this meets with total apathy from the 
administration. Some women also touched 
upon the drinking habits of men, the violence, 
and the oppressive role of the church, 
especially the priests. Even where 
unionisation takes place, wom^n do not get 
representation in the local committees as was 
reported from Kanyakumari. Dowry is 
another problem weiring on the women of 
the community heavily. 

Aissatou Fay, and Amadou Wade from 
Senegal highlighted the situation in their 
countries and Chantal from Canada 
Maritime Fishworkers Union and Oxfam 
pointed out that Canadian fisherwomen 
would never have the guts to speak out in 
front of the mike with the boittoess of the 
Indian fisherwomen. 

A pwel consisting of Vivekanandan of 
South Indian Federation of Fishermen 
Societies (SIFFS), Ru^. Manorama of 
Women’s Voice, Bangalore and Gabriele 


for Women’s Rights) T^tNadBCohdiiKliff! 
the day with their 'responses.' Whffe' 
Vivekanandan systematised the issues 
brought forward, Roth' Manorania bla^ned 
the government for its apathy and encouraged 
the unorganised sectex' to put |ip a chml of 
demands for struggle. 

The hearing was .sumnud up in three points; 

(1) It was a historical event which had 
made women in the sector fully visible for 
the first time. It had also revealed all the 
ramifications of the sector from the local 
economic and socio-cultural level to the state 
and national as well as international levels. 
To make the connections conceptually and 
in the struggle is a crucial lasj^. 

(2) It is necessary to understand the 
connection between the village situation in 
which young girls are oppressed by family 
and church and day to day life world and 
get sold by contractors and the abysmal 
conditions in the far away peeling sheds. The 
girls are not uprooted. They wish to relate 
to the home situation, they want to sustain 
it. they do nut just want to make a fast buck. 

It IS this solidarity which forces them into 
exploitation. How can this cultural sticngth 
of solidanty be converted to a powerful 
transformative forco? This will not only 
depend on unionisation only. It will also 
depend on how the movement can address 
the socio-cultural problems and help to 
transform the life world, cherishing and 
reconsrtructing socio-cultural traditions and 
identities and defending them against the 
onslaught of disintegration while at the same 
time curtailing their exploitative and 
oppressive contents. 

(3) How do we work, at all organisational 
levels, for transformation of society towards 
production of life instead of production for 
profit. 

Another hi.storical process of women in 
the informal sector took place in Tamilnadu 
from the end of last year onwards and 
culminated in a .series of co-ordinated 
struggles on March 8. International Working 
Women’s Day. The struggle on March 8 iaw 
over 500 women workers demonstrating “ 
before Labour Statue on Marina Beach, 
organised by Tamil Nadu Women’s Labour 
Co-ordination Committee (TNWLCC) under 
the leadership of R Gita of Construction 
Workers Panebayat Union. In Madurai 20() 
women demonstrated, led by TNWLCC and ^. 
Pennurimai lyakkajm, representing 
construction workers, weavers, agricuitiii^ 
labourers, domestic workers and sjtnn 
dwellers. In Nagapattinam. constnictiott 
workers >vere joined by weavers and teedi 
workers, while in ’tuticdriii, the 
demonstration was not aftiwed, but Rtk^e ' 
met the collector. The demonstrations c^ed 
on the Tamil hMu state governtoetit 
on the recently reteased ,cpjibys. 
reconunendfllinns' bv Jutttee'V.’R tfriiitMit"- 
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and expioitative working conditions of 
women in the unorganised sector. Failing 
response, protruded struggle would need to 
be resorted to. At present, preparations for 
protracted statewide campaign are in 
preparation. 

This was the outcome of a public enquiry 
held in Madras under the auspices of the 
National t ommission lor Women (NC’W) 
and organi.sed by Centre for Labour Education 
and Development (CLEAD) on December 
I4and 15,1994. The findings were submitted 
to parliament in early Febniary This process 
in Tamil Nadu is not entirely compaiahic to 
the lishworkers hearing in Emakulam as the 
NFF made an attempt to make visible the 
situation of women in one particular sector, 
from the village to the state, national and 
international level. The procc.ss in Tamil 
Nadu was an inquiry into the situation ol 
women in many dil ferent parts of the informal 
sector over a large number of districts. The 
emerging picture is therefore far less 
homogeneous However, both these 
approaches and methodologies are levealing 
in their own ways as the one reveals the logic 
of a sector while the other one reveals the 
condition ot women in the informal sector 
of a whole stale. These have di Ifcrenl political 
implications. 

UN.SAhh. Unhralihy, Ill-Paid 

The public enquiry itself was preceded by 
local meetings with women labourers Alter 
this seaicli conferences in Madras (November 
4-7. 1994), Nagapattinam (November l.i- 
16). Tuticorin (November 13-20) and 
Madurai (November 22-23) took place. In 
the.se search conferences, women workers 
represented the problems in building 
constructions, agriculture, beedi, cigar, 
haiidlmim. fishing, palm products, match 
industnes, contract labour and domestic work. 
Gypsies making bead necklaces also 
participated. Such widcranging participation 
was brought about by the arduous travel 
schedules in a large number of districts like 
Madras, Chengai MGR, Nagapattinam, 
Tanjore, Madurai, Pasumpon. Trichy, VOC, 
Nclla Kattabomman covering mial and urban 
areas. 

The search conferences revealed conditions 
of poverty and vulnerability of women in the 
unorganised sector in its detail and hardly 
any support system except workers’ 
organisation. Women labourers according to 
the 1991 Census numbered nearly 78 lakhs 
in Tamil Nadu. Their work participation was 
rated to be 35.7 per cent. Majority of women 
are classified as marginal workers under 
census definition because of the irregular 
nature of their employment. Some laws such 
as the Minimum Wages Act which has the 
provision fora wage-slip, the Contract Labour 
Act which stipulates provision for identity 


efU'd, or 6eedi and Cigar Wdricers Act that 
has provision for pass-book have been hardly 
implemented or blatantly violated in the case 
of women labourers, making them invisible. 
Hard labour of women in vital sectors such 
as construction, agriculture and handloom, 
loo, are invisible in the records.Invisibility 
in the sectors such as domestic workers are 
supported by law The family incomes of the 
women in the unorganised sector range from 
Rs 400 to Rs 6(X) per month. As the official 
poverty line is set at Rs 16,000 per year, 
women in the unorgahi.scd sector who cam 
yearly incomes at less than hall the poverty 
lines are some of the most vulnerable ol the 
working poor. 

One can appreciate the process of the 
search conferences only if one keeps in mind 
that the women had to leave their lamilies 
and their work behind foi .several days and 
travel large distances However, they did .so 
with great enthusiasm .md not only shaied 
each other’s lives but were vying with each 
other to speak out and to put their experiences 
into songs and skits as well, which 
emboldened them to prepare for the ensuing 
strtiggles. 

It IS extremely dilficult to highlight the 
di ffercni aspects which come out ol the search 
conferences as the dilfeicni sxibsectors arc 
by no means homogeneous and iheie are also 
variations between districts. Unlike the 
hearing on the lisheries sector, where 
connections within one sector from local to 
international level can be made, the search 
conferences presented a patchwork ol 
conditions and issues li om which it is dif I icult 
to generalise and to make connections 
between the sub.scctors This only shows the 
enormous efforts needed to bnng all these 
women together. Some general observations 
can be nude 

Employment is non-regular leading to 
underemployment varying from l(X)-150 
days (agriculture) to 250 days (construction, 
weaving, beedi, match). All home-ba.scd 
prixJuction isatfcctcd during monsoon. There 
IS no scheme for provision for the period of 
non-employment. Work security is ml as 
even work records are mostly non-existing. 
Indebtedness and conditions of near-bondage 
abound. Even public .sector establishments 
such as Madras Port Tru.stand Basin Biidgc 
Power Hou.se failed to regularise women 
contract labourers and to give them job 
security. Prawn farming which is fast 
spreading out, receiving government 
subsidies under the New Economic Policy, 
affects women’s employment in agriculture 
and in fishing in addition to affecting rural 
ecology adversely. 

In all the different subsectors women 
receive wages which are lower than that of 
men. Women’s work is undervalued not only 
in social practice but also in government 
policy. Minimum wages fixed by the 
government undervalue women's work and 


are discriminatory. What is fixed, sometimes, 
as minimum wage in home-based .sectors 
such as handloom, match, beedi and cigar 
IS actually family income (because of family 
labour) and not the individual’s wage. For 
sectors such as domestic work, beads making 
and dry fish and palm product activities the 
minimum wage is not fixed. The minimum 
wage and equal wage violations arc rampant 
m all sectors and there is no effective method 
for implementation. Unless there is proof 
and regulation of employment and women 
labour’s participation in implementation 
ensured by law. the law on minimum wages 
and equal lemuneration cannot work. 

As in the fisheries sector, the living 
conditions of the workers in the other 
subsectors arc equally in.securc and water as 
well as other basic amenities are virtually 
ab.scni. Recently in Madras, Slum Board 
tenements in which some of the workers live, 
collapsed over their heads leading to loss of 
li fc In the name of flood prevention, rampant 
evictions have taken place in Madurai under 
I World Bank Scheme which leads not only 
to loss ol housing but akso to loss ol livelihood 
as the workers are not allotted alternative 
accommodation close to the place of work," 
in blatant violation of WB rules. 

It was most heart-rending in all ot these 
workshops to hear of the tragedy of children 
of workers in the unorganised sector In the 
absence of creche facilities they are looked 
alter by siblings which leads to loss of 
schooling especially among girl children. 
Bondage perpetuates itsell. Low wages and 
absence ol social security benelits in 
themselves torce lamilies to piomote the 
exploitation of their own ottspring The 
welfare fund providing scholarships for 
beedi workers children has a stipulation of 
45 per cent minimum marks. Rather than 
seiving as an incentive to eliminate child 
labour and encourage compulsory education, 
such rules exclude chi idren from educational 
opportunities 

The whole unorganised sector is plagued 
by lack of safety and people arc incapacitated 
and nKiimed by accidents all the lime. No 
binding safety norms exist Compensation 
as per Workmen’s Compensation Act could 
be secured only where unions have fought 
to establish the accidents, Accidents faced 
by domestic workers aic not covered by the 
Workmen’s Compensation Act. The long 
legal process and appeals are unsuitable for 
unorganised labour since they aie in a 
vulnerable situation. The Accident Relief 
Scheme of the Tamil Nadu government for 
agriculture and construction workers 
produces inordinate delays and corruption 
as It IS routed through revenue department. 

Insecurity marks the situation literally 
from the cradle to the grave, and more so 
during child bearing in-between. There is 
a lack of social security such as Provident 
Fund. Maternity Benefit and Pension. 
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Implcmcntatinn of PF in becdi and cigar 
industries is full of problems involving 
non-rcmiilance by iheemployei or closure 
of acLOUiiis t’v lump sum p.iymciii Later, 
the lump sum l^ lollccled and PF accounts 
started m l.ils,- names .Since tlicie is no 
maternity benelil women vvoiketl till the 
day ol delivery ,ind li.id to beeonie iiulcbted 
due to mcdie.il and lood expenses The 
Tamil Nadu goveinment scheme is haully 
a substilute siiue ‘id pei teni ol ihe money 
IS lost in biibes and the olhei halt in loss 
ol wage while iiinning aiourid lor that It 
was suggested lo extend Lniployees .Stale 
InsuraiKc (LSI) as a w'oikable alternative 
Without the pension piovisions women 
have to woik Mil ihev bec.mie inlirm The 
existing Old Age Pension of Ihe Mate 
governmeni th.il pi ovules Ks 75 p m and 
I kilo ol nee p in .mil two sarees a year 
IS imideipiale K.iising Ihe money to 
' Rs V)fl ,1 month and supplementing it by 
the pension scheme loi the unorg.inised 
sciloi eould be .i hel[)lul policy 

In the dilleieni se.iieh contcience 
woikshops. hind eiiiro.ichinent .ind land- 
.ilieii.ilion beLanie visible as a l.ictoi .idveiselv 
alleiling wtnkeis in Ihe niloinial secloi 
liven loinmon lands ,iic illegally occupied 
by polilually iiinueiitial peisoi.s Sonic 
coiiciete msiaiices were doeiimenied like, 
the dosing ol a public pond m Jahidiampel 
III C'hengai MC>R disiiiei. enero.ichnient ol 
grazing hind, eomition land and oven the 
mam loads by landlords m the Irular village 
of (iandhigram in Tiruv.illur taluk ol 
Cherigai disirict. hilse promises ol ‘pattas' 
lor mobilising people to attend the chief 
ministers’ lunction m Nagap.itlinam. police 
liiing killing two poisons ,ind lihng ol hilse 
e.i.ses on dahi women .mil men when they 
reclaimed 65t) .icies allotied lo them during 
the l‘),tt)s III K.iiaiiai.C'heng.ii MfJR disiiiei 
li was lelt that land distiibution lo women 
111 Ihe iiiroini.il seeior should become .1 lop 
piioiiiy il b.isie eonsiiiulional tights aie to 
be implemented 

Iheie vveie .ilso .inim.iled discussion* on 
alcoholism ol men .mil Ihe family violence 
going with II Dem.ind lor total prohibiMon 
ol liquor was voiced in all Ihe workshops 
Under the slogan ‘lood instead ol liquor’, 
Ihe demand loi prohibitum gol coniieeted 
with the demand to strengthen Ihe public 
distribution system (PDS) and to enlorcc 
price controls and proper quantities like .W 
kg ol nee and 15 lilies ol kerosene a month. 
Distribution hours also need lo be adjusted 
with winking hoiiis 

Jayanthi Fhitnaik, the eliaiqK'ison of the 
National f'ommission lor Women, referred 
largely to the same laboui laws winch came 
up in the fish workers heaiiiig mentioned 
above and commented that Ihe senemes ol 
the Tamil N.idii Manual Workers Act which 
IS in itsell a good slate law coxering the 
unorgani.sed secior, onlv covers Ihe three 


di.strictsof Madras, Kovai and Madurai.apan 
from leaving out vital issue.s of employment 
and social security. 

Padma .Seth, another member ol the 
commission, explaining the formal of the 
public inquiiv. called upon the government 
ol ficials to t.ike this opportunity to undcrst.ind 
the complexiiy ol the problems which will 
help III evolving long range policy 
loimulalions Justice V R Krishna Iyer in his 
inauguial address reaffirmed dial payment 
of minimum w.iges, employment security, a 
work environment free ol gendcr-basei' 
discrimin.ilion, laws to ensure personal 
protection and social security were inviolable 
and basic rights of wonien workers He 
expressed Ihe belief that Ihe public inquiry, 
w'hiehbioiiglii together Ihe stale government 
oflieials .ind workeis under the supervision 
of Ihe N.ition.il Conmiissioii for Women, 
would be a new method of pulling democratic 
presssure 10 enforce Ihe legilim.iie needs ol 
the workeis and lo cieale a new mechanism 
ol implcincni.iiion lhal would give women 
wot kers I he eoiiridcncc that legislation works 

As lai .IS .inswerabilily ol government 
ollici.ils w.is eonceined, Ihe piciiire was 
lalhci blc.ik riie behavioui ol S .S .Shaima, 
the cliiciloi general of labour welfaic Irom 
New Delhi ippeaied lairly symbolic Me 
refused to talk into the mike and gave answeis 
only lo theconiinisMon. consistently tillmng 
Ins b.ick lo the people (’halleiiged on this 
by the audience he leplied he was answerable 
to the commission only, not lo the people 
The women unanimously refuted Ihe c laittis 
of dirccloi ol the slate social welfare board 
K Deenad.iyalan on Ihe functioning ol 
wellare schemes Rven in the slums opposite 
Foil .St (ieoige, they pointed out, childien 
did not benelil Irom the noon meal scheme 

liisiice V R Kiishna Iyer concluded lhal 
neither the pieseni system of legal 
:id|uclicaIion 1101 any new system ol a 
depariinemal body will help to peimancnily 
solve Iheir pioblems The legal bench 
ruled Tlieie is need lor estabhshmeni of a 
mechanism such as lii()arlite boaid 
(government employers and workers).ill over 
Tamil N.idu to address to the demands of 
men and women construction workers and 
lo regularise the industry. The mcch.inisni 
should lake care of ensuring regularity ol 
employment, enloiccmcniofmmimum wage, 
removal ol all lorms of discrimination and 
workplace s.ilely 

Recommendations included a need for 
central legislation on construction labour. 
Implement,ition of Tamil Nadu Manual 
Workeis Act extending it beyond Madras, 
Madurai and Coimbatore to all areas in the 
stale, and to ensure proportional 
lepicscniaiion of women in the board. 
Collecting 2 per cent over estimated 
construction cost as a levy, payment of 
monsoon allowance to workers, provision 
toi skill training programmes for women and 


emptoymem ror siciiiea women worKet*^, 
reguiarisation of slums and provision of bttsic 
amenities to workers constitute some of the 
crucial recommendations. 

There were rulings on all the different 
sectors addressing all the concerns brought 
lorward during the dillereni workshops like 
rcgulatisntion ol nialeinity benefits and re- 
fixing ol minimum wages in Ihe dilfereni 
industries, especially beedi. reguiarisation 
ol contract labour. The ruling on domestic 
labour did not recommend their inclusion 
under Tamil Nadu Manual l.abouicr.s Act 
as their oigaiii.sation had demanded. Tins 
apparciuly had to do with icluciancc of the 
commission members to apply labour Itiws 
to women who do labour iij their own 
households Themodclol thcinpartiteboard 
lor icgiilarisatioii ol employmeni .ind wages 
as cnvi.saged in the Conslruclion Workers 
Bill and m the snuggle fornalional legislation 
oil conslruclion labour, remains an important 
model lor olhci pails of the sector a.s well 
and will hold Ihe key (or implementation of 
socnil security, safety, permanency ol work 
and all other benefits One ol the most 
impoitani inlings was on the cxlicmcly 
damaging clfccls of prawn lainiing with 
respect to women's eniploynieni .ind 
destruction ol soils Justice V R Krishna lyci 
challenged Ihe scienlilic community which 
d.umsioilcvcIopiTic.insofiiiltivatingpiiiwn 
m iion-.irabic l.irii) lo develop means of 
making land usclul lot agricultural 
production, gcated to local needs • 
The search conlereni s in Tamil Nadu 
and the hearing in Madias, including the 
struggles on March 8. have given an em¬ 
phatic picture* ol women emerging on the 
public plaltorm in the inlormal sector The 
emergence of Nalional (Vnirc for I.abour 
(NCL). a national oullil ol unions in ihc 
intonnal sector together with working class 
women’s movements and othci .supporting 
oiganisations in Bangalore on May 28 in a 
massive rally, wasanimporiani sicpinnying 
to unite Ihc sector. The struggle can only 
pick up if It does succeed m conneciing all 
the local levels 10 .slate and nalional i.ssues 
and lo Ihc entire inteinaiional dimension. 
Women in the lorefront ol this struggle 
indeed mean Ihc focus to be on the tight 
to life and livelihood and the concerted 
attempt is to break down the hegemonic 
development model based on profit and the 
power of the market. 

[Writing (his article would not have been 
possible without the organisational efforts and 
recording work of large number of people I 
cannot nuinc them all but would like to mention 
Alcyamma Vijayan, Nalini Nayan, Mercy 
Alexander. Aparna Sunder.*Cila Kamaknshnan, 
Kamala Visveshwaran, Agila Sivandan, 

E Siddhamma. David Rajendran and of course 
the large number of women workers giving 
Iheir testimony as well as the judges, lawyers 
and commission members involved.] 
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Disiliusionni^t of the Displaced 

S Srinivasan 

Just about a year af>o oustees of the Sardar Sarovar Project were forcibly 
evicted and transported to new sites. Today, disgusted with the lack of 
facilities, they have begun to return to their original villages or places 
clo.se by. The trickle of returnees may well turn into a flood. 


LESS than an hour’s drive t'lom the biwrin 
town of Baroda. Gujarat’s so-called cultural 
capital, arc situated a majority of the lesct- 
tlcment sites ol the Sardar Sarovar Project 
onthcNaimada Oustees fiom Gu|arat's 19 
siibniernence villaj’es, and those displaced 
Iroin Maharashtra and M P are resettled at 
these sites. The inhabiianl.s at these sites, 
especially the Gujarai oustees, were prom¬ 
ised alternative benelits under the Gujarat 
government's Reselllemeni and Rehabilita¬ 
tion (R and R) policy, and in persu.iding 
these uusiecs lo shilt Irom then ancestral 
homes near the Narmada, not a small part 
was pl.iyed by iwo ot the promineni NGOs 
(d <'lu)aral 

Hni now ii is mcieasinjily becoitnnj; clear 
that these oustees were leselllcd, leloc.iled 
and ilunipcd but not lehabilitaied Over the 
1. 1 st lew jears, there has been a trukle of 
onsiecs jioini; back lo ihen original villages 
liomihe icseitlemeniMies, disillusioned and 
cliseneh.inlcd with the l.ick ot l.icililies lo 
cany on iheir lives This summer the trickle 
thiealenslobeasieady sire.nn In May 1995 
,iboul eight lamilics lioni M,ilu ic^etllemcni 
site leluriied to Gadhcr. a declaied 
subnicigence siie riien on June if. 1995 a 
total ol 22 lamiltcs (numbering I 14 persons 
111 all) lelinned lioin Main loG.idhcr About 
Ihe same lime, Vf laniilies Irom 
K.iimaliyapni.i icscltlemenl site have gone 
b.ick lo Snk.i. Vagi.ili .ind Kaieli, villages 
ncai then old village ol Panchmoli which 
IS now dyke-lillcd In village Miikhdi. there 
are now two lamilies back liom Ambaw.idi 
le.seiileiiient siie. 

Foi those reluimng f'lom Main on June 
H-9 the event w'as m.irked by a show ol 
siiengih by the government These 22 
lamilies had hired six trucks, at anything 
between Rs KOO lo I ,h0() per truck |K‘r day, 
had dumped all then household goods in the 
trucks ami were about to leave The liticks 
with Ihe goods ol those waiting to rcitiin to 
Gadhei weie sci/ed and not allowed to leave 
Malu resettlement site Police and the 
leseltlemeni authorities .saw lo that 'I’liere 
were arguments and altercations. The oustees 
decided lo walk all the way back to their 
original village of Gadher without then 
household goods When we met them on 
June 24 at Gadhei, they had built two 
makeshift houses covered with t,‘irpaulin and 
leaves of teak trees. Their goods weie .still 
impofided at Malu and lile at Gadher was 
being carried on with vessels, clothing and 
grains borrowed from nearby villages Later 
in the day we met about 40 ouSlec 
representatives from Ambawadi, Piparvati, 


Lotiya, Parsa and other resettlement sites. 
All of them Icit they had come to the end 
ot their tether and would like lo return to 
their original villages. 

In almost all cases, oustees said they want 
to return to their original villages for one 
Ol morcofthe following reasons; the allotted 
land at the new site was barren, fallow, 
disputed, Iragmented and/or encumbered; 
the watci was brackish and/or saline and 
unsuitable foi humans, cattle and irrigatton, 
and inadecjuatc or no water sources for 
cultivation in non-monsoon months. Other 
aggravating factois have included, hostility 
of nearby villages, living day and night in 
inhospitable tin sheds, l.tck ol giazing and 
totldci lacililies forcatilc, waterlogging,poor 
yields Irom land; lack ol salely for women, 
cultural iihenation, dillicullies in making a 
transition from a relatively non-monetised 
economy to a market economy. Many ol the 
oustees at Malu, Ambawadi, Pipa^vali and 
other sites Irequently h.iil to do wage-labour 
I‘iiiajoori ) to supplement their livelihood 
This was in marked (.oiilrasi to woiking on 
one's own land in their original villages 
where they felt then lives were tar moie sell- 
rcliant and scll-suKicicnt 
During M.ircli a People’s Union toi Civil 
Liberation (PUCl.) team from Baroil.i visited 
lesetilcment sites in Baroda. Panchmahals 
.indBhaiiichdistiiiIs '1 heleainIbtimloustees 
fiom M P Irom the lollowing resettlement 
sites h.id reltnncd e/i nuiwc, in many cases 
entire sites weie v.icani (but lor the watt litiicn 
on goveinmciK payroll) Rajnagai. Jaiptir.i, 
Koba, Kachola. Miyagani. Bakrol, Loiana 
The report ol thccommiltce ol MLAs ol MP 
under the chairmaiistup ot Singiidco. which 
visited the sites earlict (December l.ist). also 
speaks ol the signitit.int return of oustees 
backtoMPbecauseol inhuman/mtiospitahle 
conditions at ilie icseltlemcnt sites One 
unollictal estinialc puts the ligurc at .128 
lamilies as having returned lo MPoiit ol the 
1,044 lamilies (hat had come to Gujarat 
(Ollicial liguresol course paint a rosy picture 
It should also be incntionc heie that 
ultimately 50 per cent of the 3.L014 al leeted 
families Irom MP are expected lo settle in 
Ciiijarat). 

As the PUCl. report says. 

Human rights arc violated at every stage ol 
Ihe process in shifting, in the so-called 
resettlement and in the awarding ol 
inadequate and/or no compensation and ihc 
inability of Ihc affected persons to live in 
accordance with their preferences and with 
their dignity and .self-worth intact 


Article 21 of die Ctrastitution has been 
inte^eted by the Supreme Court in Olga 
Tellis vs BMC, I98S, as guaranteeing Ihe 
right to livelihood apart from meaning the 
right to live with dignity Article 39 and the 
Preamble repeatedly emphasise the value of 
the dignity of Ihe individual. Again, Article 
19 (I) (c) guarantees the right to reside and 
settle anywhere in the country Al.so a whole 
host of directive principles, exhort the state 
to lake a senes of serious actions lo create 
conditions so that individuals can have 
adequate means to livelihood, the state is 
expected to render assistance in cases of 
undeserved want 

That these problems h.tve occurred because 
ot callousness, indillerencc and negligence 
of the R and R implementation officials is 
clear This fact has now been lormally 
acknowledged by a prominent pro-dam 
NGO, ARCH-Vahini- In a circular dated 
June 12 the latter has come out strongly 
.rgaiiist Rajagopalan, the chief executive of 
Ihc Narmada Rehabilitation Agcncy. 
Iionically the NGO in ihc letter now speaks 
ot thieats It received by the government, 
questioning its loyalty lo Ihc dam and to gel 
co-opted ‘or else’ According lo Ihe NGO, 
the rch.tbiliialioii ollici.tls spoke ol Ihe 
inevitability of corruption in such a massive 
R and R effort This is no news lor oustees. 
Many ol them have had firsthand experience. 
That the mam responsible R and R authority 
IS saying this /i piobably news 
The more basic issue is whet her equitable 
lehabiliialion is possible at all when 
displacemcni takes place on such a large 
scale As the PUCL report says, "If one 
considers III .uldiiioii the ctilluial depi I vation 
ol the loiiimumty. the uprooiment, the 
ahenaiion, the change ol lilestyles, and the 
liagmenlalioii ol their communities, it is 
impossible for ousiees to restore ihcir lives 
to their previous equilibrium” 

Visible evidcnie ihal the oustees arc last 
losing patience, it .iny were required, comes 
in the lormol two recent iiKideiils involving 
ousiees and otficials On June 17 at 
Ambawadi reselllemeni site (near Dcdiapada) 
oustees .issjulted (‘slapped’ accoiding to 
one version) the assisiaiii commissioner m 
charge ol R .ind R ol Giqaial oustees as also 
Ihe deputy Lolicclor Sangada and the duel 
engineer. On June 28 ousiees at Dharampuri 
reseltlemeiil site ne.ir Dabhoi seized Ihe jeep 
ol an ollicial angeicd by his inability to get 
their waiei problems solved Almost a year 
ago on June 24, Ihe homes of these oustees 
III their oiiginal village ol Vadgam (near the 
dam site) were biought down lorcibly with 
the help ol a sizeable coiilingeni of .SRP 
.ind ollicials, their goods packed in trucks 
and dumped at Dharampuri in pouring ram 
It IS this drama ol shattering the p.sychcs 
ot dignified, sell-respccling people with 
means, of Iragmeniiiig and dispeising iheir 
communities, andol eventually p.iupeiisiiig 
and imniiserising enliic self-reliant 
communities that has continuously 
characieii.sed the resettlement process of Ihe 
.Sardar Sarovar Project 
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On ‘Bombay’ 

Asghar Ali Engineer 

The controversial film ' Bombay' is a curious mixture of realism and 
fantasy, although it does make an attempt to reduce the gulf between 
two communities. 


TWO inipotiant poinis emerge m the 
I'ontioveisy arouml Mam Rain.im’s lilni on 
Bombay not', one is political and the othei 
pertains to artistic Ireedom 
I n I act t he 1 1 1 in has been I ac i n j> [lol 1 1 1 c i ans ’ 
lie in almost all the states where it is slated 
lor exhibition It ran into rough wcaihci in 
Tamil Nadu, Andhia Pradesh. Karnataka 
and laiei in Bombay The lirst objection to 
It was laised by the .Shiv Sena ihiel Bal 
Thackeray lie wanted some ol the dialogues 
.spoken by the actor Tiniiii Anand tplaying 
Bal rii.iikeray in the lihn) deleted The 
dialogue in c|uesiion was about wiping out 
a partieiilai community which according to 
.Anand "are .i direct lilt Irom riiacker.iy's 
speeches There is not a single dishonest 
statement including t he lull stop or a comma " 
Mam Ratnam, the three tor. however, agreed, 
undei pressure to remove this put ol the 
dialogue The other condition tor allowing 
the tilm to be lelcased in Maharashtra was 
that Its title should be changed to 'Munibar 
instead ol "Bombay" as originally planned 
First, there was news in the pajx'is that Ratnam 
hits agreed to rename the lilm as 'Munibar; 
but later on it was made clear by the diiector 
that he was not going to change the name 
Thciealter the elections in Maharashtra 
came in the way The Pawar government 
was not ready to relea.se the lilin on account 
ot Its,sensitivity The him was.ilsopreviewed 
in the city by lop police .ind home ollicials 
and the decision was left to the goveimnent 
of Mahaiashtra Pawar did not give his nod 
until elections were over At Ih.il lime the 
commissioner ol police. .Salish .Sawhney, 
also was ol the opinion that the him was 
not III loi public viewing and that its 
exhibition involved risk, he maintained. The 
inspccloi general ol intelligence biiieau 
K K K.ishyap gave.! very honest assessment 
alter viewing the him "The him is very 
powerlul"". he said "'ll you have had some 
formal education, you can i.ike it in your 
.sli ide while those deep into tundatnentalism 
might misinterpret it Ceit.iin symbolic 
aspects can he misinteipieied because you 
cannot contiol sensitive ipincis", he said In 
fact what Kashyap said has proved to be 
prophetic All sorts of lundamentalists 
atl.icked the him subsecpiently The him was 
lieicely opposed in Andhra Pradesh loo. 
parlicularly in Hydei.ibad. w'hen it was to 
beieleased The Majlis litehad-ul-Musliniin 
leaders threatened to stop its exhibition il 
It w.is allowed to be shown in Hyderabad 
and olh«.J'aits ol Andhra>Their objection 
w.is ih.it . 1 * Muslim gill has been shown 
lalling in love with a Hindu hoy The 


commissionerof police. Hyderabad, V Appa 
Rao, al.so had to suspend Us exhibition lor 
the time being after an incident ol vandalism 
in a theatre in Yadagiri 
The him later laced the same late in 
Bombay A section ol Muslims began to 
object to Its exhibition on variou.s grounds 
A special sc rcemng was arranged for Musliin 
leaders They were IcKal le.tders representing 
municipal w'ards They r.iised sever,il 
objections Someol them s.ud the film shows 
that the Hindu boy takes a Muslim gii I when 
she IS holding .1 copy ol the holy Oman 
Some one s.iid that when the girl goes with 
the Hindu hoy, .i verse Irom the Qur.in is 
being recited It will injureieligious leelings 
ol Muslims Suhail Fokhandwala, a 
municipal corporator maintained lh.it it 
w’ould spoil the atmosphere as 11 would 
lemind many Muslims ol their near and cle.ir 
ones who h.id been victims A delegation 
ol Muslims also met the chtcl minister 
Manohar Joshi to plead with him to disallow 
the exhibition of the film, .Subsequently the 
commissionei ot police suspended the 
exhibition ol ihc film by one week The 
commissioner was right in postponing its 
exhibition in view of the law and ordci 
situation But then he l.accd the ire ol Bal 
Thackeray. rhackeray objectedtothis Now 
that Thackeray had his cuts imposed he was 
keen to sec the him released He asked the 
commi.ssionei to resign as he had submitted 
to the pressure ot the minority community 

In l.ict the government should not allow 
any pressure tactics to work once the him 
IS passed by the ("ensor Board It was wrong 
on the part ot M.ini Ratnam also to agree 
to delete the di.ilogue supposedly spoken by 
Bal Thackeiay during the riot and spoken 
in the filmby Tiimu Anand Once you submit 
tosucliihreathy the leaderotonecommumiy, 
you will face threats from leaders ol another 
community also Ratnam would have been 
morally on much stronger ground in lesisimg 
the threats ol Muslim leaders Once you 
submit to the luiidamcniahsts of one 
community you have to give in to then counter¬ 
parts in other community also. This is what 
has happened with "Bombay" as well. 

The second issue is arti.stic Ireedom An 
artist draws inspiration from real hic 
situation A film has to be iiue to the events 
III lile, it It has to leave its impact on the 
people An artisi cannot be constrained by 
this or that religious beliefs or dogmas though 
he may care for values conseciated by this 
or that religion. Whether a religion permits 
in.>riiagc beyond its own community or not 
cannot be his consideration if it happens m 


real life siftiacjon. Afilmxtitex be r^eeted 
on that ground. And it is for the people 
lhcmselvc.s to judge whether the film is 
worth watching. Iff the case of "Bombay" 
also Ihc Muslim masses did not respond to 
the Muslim leaders’ initiative to get the film 
banned or to boycott it. Realising this these 
so-called leaders began compromising and 
dropped the idem ol challenging the film in 
the court. Instead they suggested that a 
committee of .some eminent citizens of 
Btimbay including Usha Mehta, Nani 
Palkhi wala and Tinai kar be lormcd to decide 
whether the film should be lelcascd or not. 
It is significant that the Muslim masses, after 
what they underwent in the wake ol 
demolition ot Babri musjid sobered down 
and are not in a mood to resptind to any act 
of misadventure on the part ol their leaders, 
Il IS precisely tor this re.ison that the Muslim 
masses did not boycott the film and Hocked 
to see It once it was relea.scd 

Also, It should not be lor the religious or 
political leadeisiodecide whethei apaiticiilar 
tilm be released or not unless there is diieci 
attack on any religion In such .1 case the 
Censor Board is expected to he sensitive 
enough to disallow such a film Certain 
social, leligious and culluial sensibilities are 
taken into .iccouni by the Censor Board 
authorities II iiisleljlojioliiicaloi leligioiis 
leaderspi.icticallyevery film will come under 
attack III lact the films gloiliving sex .md 
violence arc witched with avid intciest by 
those very jieople who arc objecting to this 
film Their sensibilities are then not hurt at 
all These films arc certainly a direct attack 
on our icligio-ciiltural values They do not 
even object to MTV which touches the 
height ol vulgarity because that will not pay 
political dividends But their icligious 
sensibilities arc hurt if love binds two souls 
symbolising Ihc harmony between Hindus 
and Muslims. 

As tor the film’s contents, it is more 
commercial than ot artistic variety. The tirsl 
part ol the film is ttie ti<ual a boy-mcets- 
girl story. There is hardly any serious 
treatment of the subject in this part The later 
part of Ihc film becomes somewh.it serious 
and shows the horrors ol Bomb.iy riots which 
really shakes the viewer. However, one is 
m for di.sappointmenl il one is looking for 
an analysis of the causes of the not The hero 
of the tilm, caught in the orgy ol communal 
violence, resorts to emotional outburst and 
appeals tor restoring harmony. The director 
makes no attempt to understand the deeper 
causes ol demolition ol the mo.sque and 
subsequent violence. In this respect "Tamas" 
madebyGovind Nihalani. is of a tar.superior 
variety That film makes a serious attempt 
to understand the causes ot partition and the 
violence which tollowcd in its wake. 
"Bombay", on the other hand, is a curious 
mixture of realism and laBta.sy. But, il must 
be said to the credit of the film that it docs 
make tin attempt to reduce the gulf between 
two major communities of India, i e. Hindus 
and Muslims. And. to that extent, the film 
is welcome. 
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Innovative procedure^ used by die Supreme Court in its deaHng ‘^vidi 
the litigations on the issue of pollution of Ganga wipers has produced 
extraordinary results. 


f^vcnwwin say fiw«i(mor n^peotiitwe. 
been/JistxKiedimdM' thii Oimgft AcUonFl^ti 
to monidpiditiet for inMdltng treatment 
facilities. But the court is sceptical about 
thcjc claims. Justice Singh and hiscompanicHi 
judges have asked ewm of the three states 
to set up spedid cells ih Ihdr sedetariats to 
overseethe speedy implementadonorsewage 
neatmcnt schemes. Meanwhile, is 


SHORT of putting on their gum boots and 
wading into the murky waters of the Gangs 
to clean up the mdss, a bench of the Supreme 
Court has been doing a whole lot and more 
to restore the health of the river. Justice 
Kuldip Singh over the past two yems has 
cajoled, prodded and driven recalcitrant 
industries and public authorities in theGanga 
basin to comply with polluiion norms. His 
efforts are commendable. His techniques 
novel. Even in conventional litigations.Singh 
brings to his court an informal style rooted 
in common sense. A public interest litigation 
to clean up the Ganga has caught the judge's 
fancy. Each Friday a huge shoal of advocates, 
administrators, company executives, and 
public officials attentively follow the court 
proceedings as a range of snappy judidal 
directions are issued. At present the Kuldip 
Singh court is tackling hundreds of large 
polluting industries in Uttar Pradesh, 
Bihar, and West Bengal; a slue of small 
municipalities that discharge untreated 
sewage into the river; half adozen municipal 
corporations in the three states; the Eastern 
Railways; giant thermal power plants; 
numerous small units such as tanneries and 
almost everyone else despoiling the river. 
The litigation-affected pMies are several 
hundred. How does the court manage the 
show? 

The traditional view of litigation frowns 
upon judges who embark on such massive 
administrative exerdses. Judges arer^ited 
to retain their objectivity, impartiality and 
aloofness. They ought not soil their judicial 
robes by entering tire administrative arena 
and talcing decisions which are within the 
province of sp^ialist enforcement agencies. 
Hus is old hat for the Ganga court. A new 
wisdom guides its approach. Dismayed at 
the persistent flouting of parliament’s 
mandate to clean the rivers, by polluters and 
pollution control boards alike, the court is 
unwilling to sit idly by. The Ganga court 
functions a bit Hire a vilti^e panchayat 
dispensing justice in the sh^ of a banyan 
.^^tee. 'The rigor of fbtmrd procedim 
aAd'statulofy requfrements ve in 
hvour^ asummary.iesultorientied process. 

: tlienwinthroirtismsubstituteRreinefrecd 
atfmjnistrative directives IssihkI by the 
poison cbmtbl pojpht (KXisji tiixitt tbe 
Wati»rAdiuidtireJRnitin»^netit0^ 

Adi, tiritii Judidai tite (Ssdtie^eaoe 
.M tiihidi ibyitea co^n^ iMillini 

, llyan d^’s'dra^.theM lae lew 
/ w ttid jiiMtjtets btf (tt dRnipiyi. 


The court's first task is to identify the 
erring polluters. For this it looks to 
M C Mehta, the well known environ- 
merualist and advocate, wbo pditioned the 
court in 1985 to clean up the river. Mehta 
was initially encouraged by aseries of orders 
requiring tai^neries in Jajmai near Kanpur 
to install primary effluent treatment plants 
or close down. In 1988. the Kanpur 
Mahanagarpalika was directed to treat 
sewage discharged into the river. The 
court and Mehta hoped that these stem 
warnings would have a saltdary effect and 
spur the PCBs of the three riparian states 
to move swiftly against other defaulters. 
Their hopes were soon dashed. The PCBs, 
which Mehta describes as "100 per cotf anti¬ 
people”, did next to nothing. Indeed, it is 
in rc^>onse to this callous neglect that the 
Supreme Court has assumed an aggressive, 
pro-environment role in tiie Ganga case. 

Oocc the polltners are identified, thecouit 
ofderseachfirm to meet the effluent standards 
within a period of three months, or else face 
closure. Singh hopes that the shadow of 
closure will stir hud-headed businessmui 
to treat their factory effluents. To emfriiasise 
the urgency, the orders titreatening closure 
are issued ex parte, that is. without hearing 
the company. The court directs the PCBs to 
immediately serve notice on the unwary 
polluters, setting out the Supreme Court’s 
deadline. Compliance must be repotted to 
the board. At the end of the period, each 
board files a status report together with 
recommendations for fuUire action. The 
willing are granted extentions to clean up 
their aa. But for the obstinate, it’s closure. 
On nunprous occasions the court has shut 
eow^Vig and small firms. On December 3, 
1993, 13 industries in the UP which had 
flouted the court's directives and f ailed to 
install effluem treatment {tiants (ETPs), were 
closed with immediare effect. TWo weeks 
lat«'. nine factories were sealed in West 
Bengal and in January, J3 more units were 
ordered shut. This pattern of strict 
enlbreeinenthas prevaimlliiou^iout 1994 
arid 1995. Where the discharge levels are 
achieved, the board is a^M to inspect the 
working of the BTP and jefort to the court. 
Gives the dismid recoirftrf the PCBs, it is 
no surprise tiiat even t^ desMotuy task 
is trt times entrusted l^’lhe cowt to the 
Natidsai EnviroatattStal Bagineering 

ihstitiM»<MeeRi).Nai§w> 

hi;the';k>WM and''d^':i|h>nf the'Ganga 
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assisting the court by examining treatment 
facilities in alt the riparian municipalities. 

The ;q>rawling dimensiems of the Ganga 
case have press^ the court to evolve new 
procedures. Unlike tinsual litigations, 
affected polluters are dissuaded from filing 
documents in the court’s registry. All 
affidavits mu|t be tendered before the 
respective boards. In this manner, the court 
hopes to reduce its administrative burden. 
Moreover, to tailor its directions to each 
situation, the Ganga court issues orders 
piecemeal. What at the end of the day reads 
•like the comprehensive couri order, is in fact 
aseries of directions - dictated onepvagraph 
atatime - andpunctuatedbyfariefarguments 
on each issue. Itisthisproc^urethatenables 
the court to respond with specificity to each 
situation. 

As a result of these innovative procedures 
the Ganga court has got results. Hundreds 
of factories have installed ETPs. Small-scale 
units are busy Complying with minimum 
standards for effluent discharge. The 
municipalities are creeping towards 
compliance. Bihar's thermal power stations 
at Bokaro and Patratu have ordered 
equipment to abate pollution. Even the 
Extern Railways, after much foot-dragging,- 
has agreed to treat the waste water gushing 
out from Howrah station. More generally, 
the Supreme Court has succeeded in buiidiijg 
up a sustained pressure on industry and 
municipalities, where the PCBs have failed. 
Throughout the Ganga basin there is 
heightened environment^ awareness among 
odmtnistratoni, the subordinate judiciary, 
police and municipal officials, of whom 
are invrdved in implementing the Supreme 
Court’s orders. 

The activism of the Ganga court has 
encouraged the Gujarat Hi^eWt to irainch 
its own crusade against pollution. A 
December 1994 newspaper article rqiofting 
that Gujarat was the most polluted state, 
spurred the court to exercise its inherent 
jurisdiction and register a case against the 
remiss PCS. In an echo of the Ganga 
proceedings, dozens of polluting industries 
were ordered shut in April 1995, whilst 
other firms were given short deadlines to 
comply with statutory norms. 

Impmsiye as aU this may seem, unless 
the PCSs Me overhMded quickly the gains 
will soon tkssipMe. Tlwire aie limits to what 
4 gnaf-lM court cn riti in the face of an 
indiffmeiit bafC«ucracy.,Tbe boards in the 
Ganga sate* appear iet^gned to ddng no 
Wmit egeept f knee-jerk response , to 
judidm.(icdb«. Bisides, the word dn tiie 
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sOiBct U that ttw Supreme Court’s orders are 
misused by dishonest board officials to line 
their own pockets. Unless a bribe is paid, 
an unfavourable report is made to the court. 
There are other pitfalls. The massive 
administrative tasks assumed by the court, 
will sooner orlater expose judges to criticism 
previously directed at administrators. 
Arbitrariness in passing closure orders 
without attention to special factors or hearing 
the affected party, arc but a few of the 
concerns voiced by lawyers. None of this 
lends to the prestige of the court. Indeed, 


if a subordinate judge-idMits to assinm» the 
expansive administrative io)e of-the Genga 
court, he would probably be admonished for 
exceeding his jurisdiction. 

If the Supreme Court’s activism is to have 
a lasting impact, a new political will in the 
form of budgetary aUocations at the municipal 
level and greater community pressure on 
board ofncials is necessary. Left to 
them.sel ves, the PCBs will revert to a culture 
of slipshod enforcement. And for the Eastern 
Railways and the tanneries of Jajroau, this 
will mean business as usual. 


Knppetuitgs. of 
denied that dalits were the only victnm df 
arsoning. Even the state BlP -presitc^t 
Kashiram Rana has demanded a judicial 
inquiry. In ail 99 persons, ail dalits, were 
affected. Around 40 dalits were injured. If 
we take a stock of the damage in economic 
terms, the estimate comes to Rs 32 lakh 
approximately. Nothing was spared. Big 
shops and workshops, repairing shops, 
cabins, cans, pan-stalls all trade and business 
places of dalits were attacked systematically., 
It seems that it was a well-planned assault 
to destroy daiit’s economic base. It cannot 


Kadi: Signs of DaUt Assertion 


be a spontaneous reaction. The presence of 
Nitin Patel and the method in which he got 
the palels of the surrounding villages together 


Kiran Desai 


to form a ‘sena’ clearly indicates that the 


Rasik Parmar 


patels wanted to teach the dalits a ‘lesson’. 
But the dalits have also decided not tp let 


In response to the events in Kadi, when upper caste mobs attached and 
looted dalit property and injured several, the dalits have launched a 
systematic agitation, which the BJP government cannot ignore. 


go of this incidence as yet another incidence 
of daJit atrocity by remaining silent. Backed 
by various activist groups they have launched 
a systematic agitation to get justice. Their 
main demands include removal of Nitin Patel 


RECENT research carried ou t by well known 
Gujarat activist Martin Maewan suggests 
that Gujarat .stands third in terms of number 
of cases of dalit atrocities committed per 
every one lakh dalit population (146.27 
crimes per one lakh). The .study indicates 
that wi^in four years (between 1990 and 
1994) the increase in the crime-rate (against 
dalits) has been phenomenal 99..58 per cent. 
(The similar percentage for STs is as high 
as 251.21 per cent). Though a section of 
intellectuals as well as police always claim 
that practice of untouchability has been 
disappearing and crime-rate against dalits 
has been declining the reality is different as 
the above-mentioned findings suggest. The 
recent incidents at Kadi, in fact, sliows that 
with the advent of BJP ‘raj’, the dominant 
higher ca.stes have become more crude and 
cruel and ready to launch direct assault on 
dalits. 

Kadi is a small town-place of Mahesana 
district of north Gujarat region. The town 
IS hardly 70to 80 km away from Ahmcdabad. 
The population of Kadi is 42,899 according 
to 1991 census. The proportion of scheduled 
castes population are 8.7 per cent. Vankar 
and chamar are the two main sub-castes 
among the dalits. The population of higher 
castes of which mam caste is palidar or patel 
is round about 30 per cent. Kadi also has 
sizeable population of Muslim community 

The event which has evoked spurt of 
activities among dalits and has pul 
Keshubhai’s BJP government in embar¬ 
rassing position took place on May 12, 
1995. There arc two versions of what 
actually preceded the events which 
culminated in the destruction and looting 
of dalit shops and other properties. The 
daiit’s version is that when a young dalit 
boy and girl went to a .shop to buy a comb, 
the higher caste owner tried to cheat them 


and on that point some altercation took 
place. Infuriated by the arguments the patel 
shop-owner called other shopkeepers, 
belonging mostly to the patel caste, and 
started beating up the two dalits. -Dalit 
vendors and rickshawdrivers soon came to 
his rescue as did the mother of the boy. 
Meanwhile, Nititr Patel, health minister of 
Gujarat, who.is a local MLA, also appeared 
on the scene. The agitated mother took 
Nitin Patel to task, asking what he and his 
fellow-patels were up to. Patel summoned 
BJP and Bajrang Dal workers as well as 
patels of surrounding villages to the site and 
in presence of responsible police inspectors 
incited them to attack dalit residential areas. 
The mob of say 5,000 systematically armed 
with lethal weapon.^ went on a looting and 
arson spree for four to five hours, mainly 
^tacking shops, workshops and activities 
related to dalit trade. Houses were burnt and 
dalits were beaten up badly. They had lethal 
weapons and instruments. 

The patels, on the other hand, gave a 
different account. The dalit youth who had 
come to buy. in fact, simply snatched the 
comb from the shop, saying that he was a 
'dada' and not in the habit of giving money 
in exchange. The patel shop-owners were 
fed up with this mafla-raj of dalits. Dalit 
vendors, it is said, stood in front of shops 
and persuaded the buyers by hook or crook 
to buy from them, obstniettng the patels’ 
businesses. If the owners opposed this 
practice, they simply threatened to sue them 
under the atrocities act. So this time they 
decided to retaliate; bi response, dalit mobs 
attacked die patels. 

Since then, a number of persons including 
political leaders of the Congress and thp 
BJP, activists, press-repotters and other 
entities of public life, haye visited Kadi to. 
have an on the spot idquiry into tho 


from the cabinet instituting cases under the 
atrocities act against those who were 
involved, withdrawal of false cases filed 
against dalits, the arrest of real culprits, 
compensation for damages, suspension of 
police officers who had acted in alliance 
with the pate's, setting up -of inquiry 
commission headed by a retired high court 
judge. It is almost a month since they have 
set up camp in Gandhinagar. A massive rally 
which was attendetj by dalits and dalit 
supporters was organised on May 19 in 
Ahmedabad. The rally had certainly showed 
the strength of dalits. 

Keshubhai Patel, the Gujarat CM, has 
been put in a tight spot. On one hand, he 
cannot remove Nitin Patel as then it may 
make the patels whom Ke.shubhai represents 
in the battle royale between patels and other 
social groups in Gujarat polity unhappy. 
Patels of Kadi have written an open letter 
to the dalit-camp in Gandhinagar, threatening 
them with dire consequences if they did not 
leave the camp. If BJP wants to make in¬ 
roads into backward social groups, they- 
cannot simply put aside an event such as this 
in order to shelter a minister. Apart from the 
opposition Congress Patty, even the rival 
faction of Ranafstate BJP chieO and Vagheia 
also want some political gain out of this 
event. 

Whatever implication d)is event would 
have for BJP or Congress, it Is certain that 
social equality ittill remains adistant drekm. 
Socially and politically higher and dtnniimht 
groups simply cannot sec dalits !mpri»dng 
their social and economic status. At the same 
time dalits too have becqipe aware.knd siiilt 
Hght against their oppression tooth ai^ . 

liteir respo.n$e to tire recent inddejWM 
Golana, SaiAreida as well sk jfC8di e(^g%. 
‘suggests that the dalit fptce in Chija^ 
liotbe as 

been jjettifl j; ; 
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Anita Dtghe 


Lite nicy primers developed for illiterate adtdts^ the target poptdatim of 
Total literacy Campaigns, serve a socialising and acculturating Junction. 
Do they reflect the reality of the lives of illiterate adults, men and women? 
What are their ideological underpinnings and whose interests do they 
serve. 


THE Total Uteracy Campaigns (TLCs) 
that are specifically designed to address the 
problem of adult illiteracy have to be seen 
not only as social but as cultural phenomena. 
Cultural values, ideas, beliefs, are 
constantly transmitted both overtly and 
covertly in the educational process. In the 
school system, textbooks are the repository 
of formalised learning but in the case of 
the TLCs, the absence of materials except 
for literacy primers in most cases, virtually 
guarantees the sanctity of learning from the 
primer The questions that need to be asked 
arc; ‘Who is defining knowledge?’ 'Whose 
knowledge is considered of most worth?’ 
Such questions recognise the curriculum 
ot TLCs as being characterised by 
selectivity, involving choices of what to 
teach, which m turn highlights the 
ideological nature of such choices. 

The literacy primers developed for the 
illiterate adults pose a challenge in text 
probing For, they arc wntten for those 
men and women who constitute the poorest 
and the most deprived strata of society. The 
Revised National Policy on Education 
(1992) has therefore emphasised the need 
to involve the participants of the literacy 
programme in various development 
programmes. The policy document has 
further stipulated that the National Literacy 
Mission (NLM) should be geared to such 
nauonai goals as poverty alleviation, and 
focus specifically on environmental 
conservation, observance of small family 
norm, national integration and promotion 
of women's equality. With regard to 
women's education, the policy has 
emphasised that the education system would 
play a positive interventiomst role ih the 
empowerment of women. 

On the basis of the above policy 
directives, the diiectoraicof adult education 
;OAB}, a subordinate office of th.e 
department of education ip the ministiy t^ 
tuman resource developmetit (MHRO), 
ssued a set of guide-lines to the state 
resobcce centres (SRCs) which are 
ijegistered societies futijr f'unded by the 
to assist in preparing suitable 
hemey piiitters for thb illiterate adults, 
rha emphasis in these guidddnes oA the 
.‘on^pt of improved ^ace afM oomeht bf ‘ 
esinjing (IPCL^ the thrust’of IFCX It^' 
^asiluttMune suggest, 


on a certain core content relating to the 
above mentioned national goals. A thin 
booklet, spelling out the iPCL guidelines, 
was initially issued by the DAB to various 
SRCs. This was subsequently replaced by 
‘Handbook for Developing IPCLMalcrials’ 
published by the DAE in September 1993. 
While the actual writing and publishing of 
the literacy primers for the TLCs is the 
responsibility of the SRCs, in most sutes 
of the country, the fact remains that an 
agency wanting to develop its own literacy 
materials has to strictly adhere to the IPCL 
guidelines Furthermore, a national level 
committee set up by the MHRD scrutinises 
the content of the literacy primeis in order 
to en.sure a cer-tain uniformity of form and 
content among them 

Considering the fact that primers serve 
a socialising and acculturating function, it 
was thought that a systematic analysis of 
the content ot the literacy (timers would 
be useful. Questions such as ‘from whose 
perspective are the primers designed?’ 'Do 
the primers reflect the reality of the lives 
of the illiterate adults, particularly of the 
illiterate adult women?’ were considered 
to be of particular relevance. Six literacy 
pri-mers in Gujarati, Marathi, Hindi and 
Tamil to represent the states of Gujarat, 
Maharashtra, Uttar Pradesh, Bihar, Madhya 
Pradesh and the UT of Pondicherry, were 
carefully analysed. The analysis revealed 
that there were certain patterns that were 
common across the various langauge 
primers.' 

One of the pnncipal concerns addressed 
in literacy primers arc various development 
problems and issues. While development 
problems such as illiteracy, health, 
agriculture, population issue, environment 
degradation, information about certain 
government schemes/servtees arc addressed 
in the primers, interestingly the underlying 
assum^ion in the lescons that deal with 
development issues is based on the 
modernisation theory of development. 
According to this understanding, it is 
individuals who need to bring about a 
change iii their attitudes and behaviour so 
thta they can improve their conditions and 
patticipate actively iti tiie development 
process. Similarly, illiti^y is posed as a 
problem tlue to the attitu^ of the illiterate 
'atfailf. If isthelndividus^'alack oflnitiative 


amfnbaetice offoo^atientitat isoMiekUM 
to be respotiaible foi' the prcdilem of 
illiteracy. Illiiatatetl are regarded as 
uninfoniied.'as jliu^ng in knowledge and 
literacy is regarded as a panacea for their 
ignorance, 'lltere is thus no attempt to 
understand why certain sections of the 
community have no access to education in 
the Erst place. The larger structural issues 
are not even recognised, much less 
addressed. 

Ute basic thrust is 'victim blaming’ and 
not 'system blaming’. Individuals have to 
be thrifty, save money and thereby better 
iheireconomic condition. Individuals have 
to seek information about heidth matters 
through individual initiative and thereby 
bring about personal and family better¬ 
ment. Individuals have to proeect th^ 
.environment and avoid environmental 
degradation. It is enlightened individuals 
who can deal with social evils of dowry, 
excessive drinking, belief in superstitions, 
etc. It is enlightened individuals who will 
restrict the size of their families and thereby 
deal with the problem of population growth. 
Rarely is change considered feasible 
through community initiative and 
community participation. 

What is disquieting is that despite 
'women's equality’ being stated as a 
national goal, u is basically the ideology 
of domesticity that is promoted in the 
literacy immers. Thus, women’s principal 
responsibility as depicted in the visuals 
and in the text, remains within the conftnes 
of the home and it is the nurturing, nursing, 
caring role as a mother and as a housewife 
that IS emphasised. In these textsa woman's 
identity is established through her status 
as a mamed woman for rarely are women 
shown as widows or as independent 
single women. Also, the husband-wife 
relationship is always hierarchical. In this 
relationship, the husband is the authority 
figure and the woman is either a helpless 
character, often a housewife content to do 
all the household chores. Despite women’s 
participation in the economy, the literacy 
primers not only pay insufficient attention 
to this aspect, they also fail to impart 
knowledge and skills that would improve 
women’s productive role. In Other words, 
there is the overall tendency to emphasise 
the domestic and reproductive role of 
women and to invisibilise the productive 
role they play m society. In the Marathi 
primer, a female character Sumitra 
elaborates on herdaily routine. After getting 
up at five o'clock in the morning, she 
washes utensils, finishes her cooking, ukes 
the washing to zhe well, collects water, 
then goes to the field with her husband’s 
food and assists in the field. On her return 
home in the evening, s;be collects cowdung 
as well as fuelwbod. When she reaches 
home, she feeds the cattle and milks the 



buffdo, then cooks the evening meal, while 
her old mo-thcr-in-law takes care of her 
younger child Suniitra would like to study 
but she doesn t find time But Sumitra is 
uncomplaining - she does not question the 
sex role patterns that are responsible for 
her doing all the household chores She is 
reconciled to her status as a wife, mother, 
daughter in law She even seems content 
Even when there are attempts to show 
women as protagonists by and large, such 
examples arc few and far between In the 
Hindi primer from Bihar there is an attempt 
to portray a woman character (Kamala) as 
a village sarpanch But Kamala is one lone 
charactei who is portrayed in what would 
be regarded as a male preserve in the 
conservative Hindi belt and in that sense 
would immediately become an atypical 
character On the whole in all the six 
primers women and men arc shown to have 
tiadilional stereotypical concerns that have 
characterised gender roles in society 
The perspecii ve on the issue of population 
problem is that of the government Poverty 
of the country is linked to population 
explosion The Bihar piimer has several 
lessons that are directly concerned with 
the population issue and others that have 
a latent message The message i Icarly is 
that there arc plentiful natural resources - 
enough land, adequate rains, thick forests 
etc However, these rich natural resources 
are not adequate because of the Increasing 
population and it is the poor who are to 
be blamed lor procreating, thus leading to 
over population As they throng public 
spaces, they leave little room torthe others’ 
who do not breed like them In the primers 
troni Gujarat UP and Bihar, it is ihc 
simplistic family plan ning message of 
‘small family is a happy family that is 
relentlessly pushed The poor are clearly 
perceived as ignorant and uninformed It 
IS assumed that once they control the stze 
ot their families, all the problems would 
be solved Thus no attempi is made to 
understand why the poor have large families 
in the first place Nor is there an attempt 
to understand the adequacy or the 
effectiveness of the existing health 
infrastructure in meeting the health needs 
ot the poor in rural aicas Women’s role 
on population issues is clearly regarded to 
be supportive ol the decisions taken by the 
husbands The healtli needs of the women, 
besides those relating to maternal health, 
are not even recognised 
Even with regard to the issue of 
environmental degradation the approach is 
clearly to ‘blame the victim’ for it is the 
learner who is reproached tor his/her ign¬ 
orance about the importance of trees, the 
learner who is blamed for cutting down 
trees indiscnminately ‘Iliere is thus no 
attempt to identify the real cuipnts such 
as con-tractors, the forest ofTicials, the local 


politicians wbb moit oflen thtffi ilQt, are 
responsible for cutthig doWn treef The 
learner is also blamed for not takii^ good 
care of environmental sanitation The 
assumption here is that there is sufficient 
water and that resources are readily 
available foi maintaining environmental 
sanitation in rural areas Even the gram 
panchayais are presumed to have the 
requisite financial resources to undertake 
various development tasks relating to 
environmental sanitation 
Of the core national values, national 
integration is also stated as one besides 
women s equality, propagation of small 
family norm and conservation of 
environment This proved to be the most 
difficult fur either there is a superficial 
treatment in some lessons through 
stereotypical representation of characters 
with vaned dress and headgear or there is 
no attempt to portray the minority comm¬ 
unity either visually or through the text 
In the case ol the Marathi primer, except 
for one lesson on Akbar and in this lesson 
too. It IS the legendary character of Bubal 
who IS shown to outwit Akbar, there is no 
refe rence to a single character - male or 
female - who could be called a member 
of the minority community There is no 
attempt even to refer to any cultural event 
or festival or present any overt symbol that 
would reflect the plural character of Indian 
culture It IS the textual silences'-or what 
the text omits - that highlights the 
ideological nature ol the text The names 
of the characters are only Hindu and any 
reference to festivals is to those celebrated 
by those belonging to the majority 
community While the dress of women 
portrayed in the visuals does not 
stereotypically differentiate them, the tact 
that they arc shown to be wearing ‘bindis’ 
and have Hindu names, confirms thatcertain 
‘exclusionary mechanisms' have been 
consistently used in the text Interestingly, 
the UP primer reflects much greater 
acceptance of the multilingual and multi¬ 
ethnic character of the Indian society But 
the emphasis throughout is on assimilation 
into a single monolithic identity for the 
sake of the country This emphasis on 
assimilation is cleverly disguised under the'^ 
garb of patriotism ’Ilie idea is to mould 
everyone into one 'dhara' - thus giving up 
personal affiliations and identities This 
process of assimilation translates itself into 
a particular monocultural identity that is 
very “Hindu'in Its oneiuation Itisapparent 
from tte text that anyone who is different 
and wishing to preserve his/her linguistic 
and religious idenuty, would be m^ to 
feel guilty ’ 

Absence of SoCiap Confuct 

A remarkable feature of the literacy/ 
primers is the total absence of any kind of 


so^jri coMHtt. The 

dejxieted to toe pritoeto l» iftoto 
the material and social oondiUons tltd 
poor in rural areas {yiffierent caste and 
class groups coexist peacefully Thus, 
Vadgaon ts portrayed as a model village 
in the Marathi primer in which the 
development activities are earned out by 
the gram panchayat and all the basic 
amenities are provided to everybody in the 
village This IS because there IS unity among 
all sections and there is no stnfe, no conflict 
On the other hand, another village 
Pimpalgaon, lacks ail these amenities 
because of an inactive gram panchayat 
which It IS suggested could be activated by 
all the villagers coming togeth^and finding 
a common solution The overall image is 
thus of a harmonious social reality in which 
CO operation and solidarity among all 
members is possible Conflicting social 
relations among members of different 
classes is absent from the society portrayed 
in the SIX literacy primers Whenever there 
IS any dissonance, it is quickly resolved 
through the intervention of a character 
Most of the narratives have a ‘fairy tale' 
quality about them as characters b^ome 
instantly prosperous, husbands and wives 
live happily everafter, and the problems of 
the villages get instantly solved Krishna 
Kumar (1989) has referred to the manner 
in which the areas covered by a typical 
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' mythology according to whicK'.:idl:'i(Hii 
problems that the illiterate adult Is thced 
with is due to a dtsorgmsed, utitiuidting. 
ignorant personality. What is promised to 
the illiterate adult therefore is better life, 
new knowledge and skills (including 
literacy), overair prosperity and general 
well-being. The state is perceived as a 
benign state that has the welfare of all the 
people at heart. The services provided by 
it are considered to be efficient and easily 
accessible.-The role of the state and of the 
dominaiit classes in perpetuating class and 
gender oppression is overlooked, even 
bypassed. Rather, what is proposed is that 
inequities in society should be accepted 
and not be questioned. 

Since adult learners are held responsible 
for their present state of poverty and 
illiteracy, the overall tenor of the lessons 
is to provide ‘correct’ infonnation, to exhort 
the learners to change their negative 
attitudes so as to bring about a change in 
their behaviour. There is therefore a 
tendency to talk down to the learners as 
though the illiterate minds are ‘empty 
vessels' waiting to be filled by the sagacious 
advice given in the literacy text. Freire 
(1985) refers to this phenomenon as the 
‘nutritionist view of knowledge’ according 
to which the illiterates arc considered as 
undernourished' and have to be ‘fed' of 
‘filled’ in order to know. So the iliiterllie 
adults are asked to come to study because 
it would be desirable for them to become 
literate. Adults are advised to save money 
and use it properly and not waste it. in most 
cases, the learners arc percei ved as a passi vc 
mass who have to be told -what to do and 
who do not have a life or will of their own. 
An anatysisof the tone of discourse revealed 
that on the whole it tends to be didactic 
and patronising. Humour and light banter 
are remarkably sparingly used. 

The analysis has higbiighied certain 
recurring patterns among literacy primers 
developed by the SRCs. But even in the' 
case of the Pondicherry primer that was 
developed by the Bharat Cyan Vigyan 
Samiti (BOVS), a left-leaning autonomous 
NOO, the ana-lysis revealed that despite 
; the revolutionary fervour of the lessons, 
the real intent is to carefully bleach away 
My political questioning. Thus when the • 
ie^ns state ‘we must find but why’, ‘wH 
;n^(,f)iainge all this’, ‘we mu^l.questidn 
'{^{ui outlays; defence expehdimre, etu,’ 

' what sue are witnessing is an attempt at co- 
.: o|iitlpn, at generating 'false consciousness*. 
Uhdejr the garb of radica) thetoric, the 
.. primer is reptl^ pfOihott«ij| the 

ag^a^ Of die State, the ‘^ado*Preii^' 
such a literacy fuimer is.(liiide 
''.exploit.'' " 

: .K”the.n;^ of (hk has to- be’'reiecig]i|{^ 

the ’'hef^^itic.'.' 


ma'ratsdneif by' li. 6y 
finimces tothe SRCs’(as well as 
to aotbftomous organisationSauch as the 
0.GVS), the state ensures, that the 
information contained in the literacy 
materials is state-approved. Likewise, 
guidelines for preparation of literacy 
materials and constitution of a national 
level screening committee, further 
safeguard the state's interests. The 
ideological bias of the literacy primers, 
however, becomes evident for it is the 
culture of the mainly urbanised, middle 
class men that is invariably reproduced in 
them. The legitimation of the culture of 
this dominant class occurs in two ways; 
overtly, through bias, stereotype and 
distortion of subaltern culture, particularly 
that of poor women, and covertly, through 
omissionof and silences of subaitern culture 
and once again, that relating to the reality 
of the lives of poor women.? 

The importance of undertaking such an 
analysis of literacy primers lies in the fact 
that it tries to decipher and analyse their 
ideological underpinnings and thus enables 
us to understand whose interests this 
ideology represents and serves. Besides 
this, such an analysis is useful in order to 
understand why and to what extent the 
literacy primers facilitate or hinder adult 
learning. One importanl outcome of such 
work, however, is the realisation that primer 
writing for adults is a complex endeavour 
that demands a creative response so that 
literacy learning becomes less daunting, 
less alienating and certainly more relevant 
and closer to the reality of the lives of adult 
women learners. 


Notes 

(The observations which inform this paper come 
from a larger study undertaken by the National 
Institute of Adult Education, New Delhi. Those 
who collaborated in this study with me were 
Ita Patel, IKna Sen, Prabha Krishnan, Sadhna 
Saxena and Azra Razzack. While acknowledg¬ 
ing their individual contributions, I own re¬ 
sponsibility for the particular analysis provided 
in this paper.] 

1 Debiiled analysis of the six primers has been 
attempted by the six researchers mentioned 
above. 

2 Azra Razzack 's analysis of the SRC primer 
from UP further showed how the four lessons 
that deal with the plural character of Indian 
society do not really g^.integrated into the 
text of the other lessons iia that sense, stand 
apart. 

3 Prabha Krishnan, tii her analysis of the 
Pondicherry primer refers to what Russ Kidd 
and Krishna Kumar (1981) have described 
as the domesticating, role of literacy 
programmes and temMc) them as ‘pseudo- 
Fretrean’. According fe them, there are five 
steps through which eduetalon, which should 

..have beep liberating.^ecepds in dome- 
. SBCBiiiqt its object. Tisfee afe- 


- riainingtheceniralprobieroat‘povetty’rathcf 
Atm at'oppression'; 

- identifying the cause of poverty as self- • 
inflict^ defktency o( the poor; 

- proposing, as treatment, to change Ae 
behaviour of the poor through transmission 
of information and skills; 

- converting Fnsiie’s metimd into a ‘neutral’ 
classroom technique without ‘politics’; and 

- defining ‘action' as coping activity. 

Krisbnan's analysis'showed that Ae cetttrali 
problem that characterises Ae illiterates is' 
identified as poverty in the Pondicherry 
primer and white the literacy lessons urge 
l6amer.s to action, this action is not Preiiean 
praxis but coping activity, channelling the 
collective energies of the learners down 
predetermined avenues. 

4 While TimoAy Scrase has not specifically 
focused his analysis on the issue of gender, 
his study on the content of English language 
primers and readers prescribed for use in 
West Bengal schools revealed Aat it was the 
culture of the mainly urbanised, middle 
classes Aat wa.s invariably reproducedlKAa.'/ 
textbooks. 
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Climbing Down the Golan Heists 

Advantage to Syria 

Ninan Koshy 

r/ie improved military strength of Syria after the Gulf war has put it in 
a better bargaining position vis-a-vis Israel and the US whc>, in view of 
the forthcoming general elections, are under pressure to take a definite 
stand on the issue of the Golan Heights. 


THE fresh momentum in talks between Israel 
and Syria and a cautious optimism about a 
peace agreement between them are generally 
attributed to the compulsions of electoral 
politics in both Ihe US and Israel. What is 
jess recognised is that it is a significant 
increase in the military strength of Syria in 
the wake of the Gulf war, altering security 
and strategic perceptions in the area including 
those related to the Golan Heights, that has 
given the main impetus to the talks. 

That is why contrary to the general 
impression, it is l.sracl more than Syria that 
is keen about an agreement. In spite of major 
hurdles some of which are capable of causing 
total disruption to the peace process, 
Israel can still claim an accord with the 
Palestinians. It can. as it sometimes does, 
more triumphantly hail the agreement with 
Jordan. But Israel knows that it cannot really 
claim any real success in the Middle East 
peace process unless there is an agreement 
with Syria 

Cruciaj, Facixw (ji- EuamoNS 

The mo.st important dome.stic factor in this 


moral values. We do not want to exercise 
power over another people, and that includes 
the Golan plateau which is not patt of Eretz 
Israel (the land of Israel)”! 

Peres went on to compare the crucial Golan 
issue to the 1979 Israeli-Egyptian peace 
treaty based on the agreement for a total 
withdrawal from Sinai which like the Golan 
Heights was captured by Israelis in the 1967 
war. ’The price is the price we also paid in 
the Egyptian matter", said Peres. 

But Rabin said that Tel Aviv would not 
withdraw its trtxips from the Golan Heights 
before an agreememt on the normalisation of 
relations with c’tefinite arrangements on 
.security matters. He also said that hi.s 
government w( luld not sign a peace accord 
with Syria before conducting a general 
referendum in Israel. 

The impres.sion that Syria is now ready 
for negotiations owing to its sense of isolation 
IS not necess,arily correct. Syrian president 
Assad knows that there cannot be a full and 
comprehen.sivc peace treaty in West Asia 
that does laot bear his signature. He also 
realises that he can now negotiate from a 


Ihe deeikiofl to rehini fo Washtagtoiky^oM 
vtt principle and that Syria wmiid attend only, 
if there was evidence of Israeli willingness 
to abide by the terms of the relevant Security 
Council resolution^ and iftherewas an agreed 
Arab position. 

In October 1994. whim president Clinton 
visited Syria, Israel had hoped that Clinton 
would be able to get major concessions from 
Assad. But Israel was disappointed. Even on 
the issue of terrorism nothing conclusive 
emerged. Presittent Assad said that terrorism 
was not a .separate item on the agenda and 
added in Clinton’s presence, “we had'more 
important matters to discuss ”. Israel had to 
accept the fact that rather than changing 
Assad’s mind, Clinton repeated many of 
Assad's themes, like ‘just peace’ and ‘land 
for peace’, and Syria’s importance in 
establi.shing regional peace. Assad affirmed, 
"Syria wants to establish peaceful, normal 
relations with Israel in return for full 
withdrawal from the Golan to prc-1967 
border, and from South Ixbanon”. 

For both Clinton and Rabin the decisive 
dome.stic factor is the same - elections next 
year, If Rabin fails to tackle the highly 
emotional issue of the Golan Heights and the 
settlements there very soon, he is unlikely 
to have the political space or lime to do it 
later. 

Clinton also is in a similar predicament. 
His admini.stration surely needs a foreign 
policy victory and needs it urgently. With 
the dismal failure in Somalia and with the 
fiasco in cx-Yugoslavia. West Asia is still 
claimed to be the success story. With the 
Republicans assiduously campaigning for 
Jewish voles, any set-back in the MiddleEast 
will affect Clinton’s electoral prospects. 


context is the general elections in Israel next 
year. Prime minister Rabin is on the horns 
of a dilemma. While a peace agreement with 
Syria will definitely cam him high dividends 
internationally, the terms of the agreement 
have to be such that domestic support does 
not dwindle but increase. This is far from 
easy. 

Recent statements by foreign minister Peres 
and prime minister Rabin reflect this 
difficulty. It has become almost a practice 
for Peres and Rabin to speak differently on 
the same issue. While this may not always 
be the result of a tacit agreement between 
the two on each issue, the jJfactice has often 
become a tool in negotiations. 

During a visit to Morocco, Peres told Yediot 
Aharonot, an Israeli newspaper, that he 
informed king Hussan II that the Golan is 
‘Syrian land’. "We do not want to keep hold 
of Syrian land. The Golan plateau is Syrian 
land and we have settled on the Synan land”, 
the newspaper quoted Peres. 

In preparing to give up the Golan plateau. 
Petes appeared to be climbing up the moral 
plateau. He said, "The decision to make a 
peace agreement with Syria stems from our 


position of strength. 

This, however, does not negate a .sen.se of 
isolation. During the time of Israel's 
agreement with Jordan, king Hussein said 
that Jordan these days is looking after its own 
interests and not waiting for a unified Arab 
position. While in the early stages of the 
Madrid talks, president Ass^ could pose as 
the re,prescntative of a bloc comprising of 
Jordan. Lebanon, Syria and the Palestinians, 
now only Lebanon is left with Syria. 

Syria, however, can claim that it is not us 
fault that this has happened., Damascus 
continues to insist that the parties to the peace 
process abide by the principles laid out at 
the Madrid conference where Syria did lead 
efforts to work out a common Arab position. 

Among Ihe Arab parties to the peace 
process, Syria had been more outspokenly 
ciritical than the others of the Palestinian 
leadership for reaching a separate agreement 
with Israel. "It is PLO which pushed itself 
out of Arab co-ordination and not the Arab 
parties which forced PLO out”, the Syrian 
foreign minister remarked at that time. 

When Syria agreed for resumption of talks 
with Israel in March 1994, it made clear that 


There are tho.se who still believe that Rabin 
intends to ‘freeze’ the Syrian question until 
after the 1996 elections. They fee! that Rabin 
may not want to confront the Israeli public 
on the Golan Heights issue before the 
elections. 

There is considerable opposition in Israel 
to any deal with Syria involving withdrawal , 
from the Golan. The settlers in the Golan 
have been able to launch a highly successful 
campaign with the slogan, ’Peace with the 
Golan*. They have projected an image of 
hard-working, peaceful secular farmers in 
contrast to the militant ’fundamentalist’ arid 
often violent Jewish settlers on the West 
Bank and Gaza. This has appealed tp the 
general public, evoking sympathy and 
support of a large section including some 
members of the parliament belonging tp 
Rabin’s Labour Party. 

It is to assuage the fe^ings of this secdon 
that Rabin, widiout admitting that Israel was 
changing its position on which there ^ ' 
been hints, asserted that an initiai wilhriniwai 
{r6mdteC^attwootdhe*matgin^’'^frillo^i^; 
by a three-year ^probation ^ th4. 

Syri.a«s. This wpttW mirim 
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of "fton^og ab fthwtt Mttck limidUnoously 
on two froRU.in the Golan Hei^ atid the 


the elections, i e. In 1999. Syria has rejected 
this proiposal. 

Syua*s MnjTARY Strength 

A major factor jn all the recent moves on 
both sides is the significant increase in Syrian 
military strength. Ccrntrary to the general 
impression, the collapse of the Soviet Union 
and the end of the cold war did not lead to 
a military weakening of Syria. President 
Assad had always maintained that he would 
conduct negotiations with Israel only from 
a position of strength. This was interpreted 
as meaning achievement of .strategic parity 
with Israel. According to many observers 
Syria IS close to attaining it. 

Syria was a major beneficiary of the Gulf 
war. Its participation in the US-led alliance 
against Iraq was a calculated move and 
involved a dramatic shift in its position. The 
US was obliged to a government which was 
high on Us list of terrorist .states. It was this 
obligation which paved the way for the 
strengthening of the Syrian military. The 
first help was from the US itself which secretly 
made available to the Syrians some of the 
be.st captured Iraqi tanks and .self-propelled 
guns. Since Syria was still on its list of 
terrorist states, the US could not directly give 
any aid to Syria. But it convinced some 
unnamed European countries to grant Syria 
several hundred million dollars after the CiMlf 
war. In addition to subsidies from Kuwait, 
the UAE and Qatar, Syna received a grant 
of $ 1.5 billion from the Saudi royal house. 
There is reason to believe that such grants 
have continued. 

The Soviet Union's support for Syria 
virtually ceased since Gorbachev assumed 
power. Consistently pro-Israel in his policies. 
Gorbachev expected Syria to make peace 
with Israel even on Israeli terms. Soviet 
weapons sales to Syria stopped. When the 
Soviet Union collapsed the new government 
in Russia would sell weapons to Syria only 
for hard currency which Syria lacked. But 
with generous'Saudi funding and tacit US 
support Syria ha.s been able to acquire highly 
sophisticated weaponry previously un¬ 
attainable from the Soviet Union. Pormer . 
USSR states, includingRussia, became miyor 
suppliers. There was also the expanding open 
bazaar of arms in the region. North Korea 
is mentioned among the countries which 
made supplies to Syria. 

It was the common perception «f Syria «id 
Si^ Ar^ia that only a militarily strong 
Syria could withstand Israeli attempts to 
impose on Syria a peace treaty on Israeli, 
tern^.I^rtK»e than two-and-a-half decades 
it was gener^y belie ved thM the Israeli army 
belong thfbi^ the Golan Heigbtscewfire 
line Cpqld rea^ the outskirts of Damascus 
tn I^s than it-bpafs-Isradi conimmi^ois 
that tbday Syriati annbtny i* 


Ldtianese border. Syria is also capable of 
retaliating forceftiUy and effecttvdy in the 
event of any Israeli idr ofSensive i^ainst it. 
Pot the fist time in West Asia, estate (in this 
case Syria) is capable of defending itself with 
credible military strength against Israeli 
attack. The full extent of Syria’s military 
build up was apparently not known to the 
Israelis for a long time. Once it was known, 
Israel began to evince a desire to negotiate 
a genuine deal with Syria. 

There has been a shift in the US position 
too. Until 1991 the Americans, regardless of 
what they openly declared, did not want 
Israel to withdraw from the Golan Heights. 
It was Syrian participation in the US-led 
alliance against Iraq which changed the 
American attitudes. With its pronounced 
policy against both Iraq and Iran, the two 
other major players in the region, the US 
feels (hat it may be advisable to win 
over Syria. 

While the Americans have repeatedly urged 
Syria and Israel to find agreement quickly, 
the (wo governmems are aware tha( the 
chances of increasing the quantum of aid will 
grow as elections in the US get closer. The 
bonanza Israel and Egypt received after the 
Camp David agreement is recalled. 


11, ttie tWiyi Po$tl 

reported tiiat Israel is to (femand $ 2.5 biliiott 
military aid package from the US as 
compensation for any withdrawal from the 
Golan Heights. The list of demands includes 
surveillance and co-ordination airplanes, 
stationary ground early warning stations, 
satellite transformation and linkage stations 
and access to CS high-resolution satellite 
information on the region. 

Israel is well aware that in the age of 
supersonic planes and missiles the Golan 
Heights give no stnuegicortactical advantage 
as they may have done years ago. But it is 
not easy to convince the Israeli public about 
tlie withdrawal, especially with the majority 
of voters against the removal of the settlers. 

In fact, the long-term concern of Israel 
about the Golan is neither military advantage 
nor the settlements but the control of the 
underground water resources of the Golah. 
The Syrians have indicated that they may be 
willing to negotiate mutually adv^tageous 
sharing and .supervision of water resources 
if and when Israel withdraws. 

In the current Washington talks, rather 
than attempting to come to an a^peemcot on 
the main issue, namely, Israeli withdrawal 
from the Golan, di.scussion centres around 
the'possible security arrangements in the 
area, in case Israel withdraws from the region. 
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BOMBAY BR^CH 


BALANCE SHEET AS AT MARCH 31.1995 


(Rf in dKMiuadt) 


Schedule 

As on 
March 31. 
1995 

As on 
March 31, 
1994 

CAPITAL AND LlABIUTtES 




Chpilal 

1 

2.000 

2,000 

Rmeives and surplus 

2 

173.293 

129,192 

Deposits 

3 

2.887,999 

2,788,140 

Borrowings 

4 

NO- 

NIL 

Other liabilitiet and provisions 

5 

266i.250 

216 848 

TOTAL 


3,329JI44 

3,136,180 

ASSETS 




Cash and balances with 




Reserve Bank of India 

6 

53L694 

807,562 

Balances aoth Banks and money 




at call and short notice 

7 

38,830 

243 685 

Investroenu 

8 

1,729,433 

916 320 

Advances 

9 

779,164 

1,016,070 

Hxed Asaeu 

to 

21,728 

18.386 

Other Assets 

II 

227,693 

134,157 

TOTAL 


3,329,544 

3,136180 

Contingent Lubitides 

12 

1,620,608 

903,568 

Bills for collection 


31,361 

69644 

Notes on Accounts 

17 



The Schedules referred to above form an iiUi 

egial part of th 

t 

Balance Sheet 





PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31,1995 


(Ri utbouiandt) 


YewEnded YovEnded 
March 31, Match 31 
Schedule 1993 1994 


L INCOME 
Inteien earned 
Other income 

TOTAL 


iL ExniwnviiE 
Inieieat expended 
Operatuif expenaes 
PiovisKHU and conbngenciea 


13 282.834 256,700 

14 37.442 23.319 

320.296 280,019 


173 116 
30 352 
64,018 

267 486 


152,923 

26,815 

65,014 

244 752 


118.714 


TOTAL 


iiL ntcMrnALOss) 

Net profit for the year 
Profit brought foiwaid 

TOTAL 


IV. AmOPRIATIONS 
Ttanaferto statutory 
reserves 

Amount remitted to 
Head Office 

Balance earned over to 
Balance Sheer 

TOTAL 


The Schedulex referred to above form an utegral port of die ftofit 
and Loss Account 


10,562 

7,054 

8 707 

NIL 

99,445 

65,904 

118,714 

72,958 
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BOMBAY BRAf^Oi 


NOTES AND SCHEDULESTO THE FINANCIAL mtEMENTS AS AT MARCH 31,1995 


(Rt. in tbottiMidi) 


(Rs. in thousands) 



SdMidt 1—Oqpttnl 

(A) Capital 

Amoml brought into India 
by way of atait-up Capital 

TOTAL 

(B) Amount of Depoait kept with 
die Reacrve Baidt of India 
u/i II (2) of the Banking 
Regnltaion Act. 1949. 


I, Statnioiy Rcaoves 

(Reaerve under See. 1 U2KbXii) 
of Bankiag Regulaiioo Act.l949)j 
i) Opeidng Balance 
h) Adttiona during the year 


0. Capital Reaervea 

i) Openiag Balance 

ii) Additiona during the year 


in. Revenue and Other Reserves 
(See note n] 

i) Opening Balance 

ii) Addkkma thiring the year 

iii) Ddetlona during the year 


IV. Babnceia IVofitandLosa 
Aocount 

TOTAL 


A) L Demand Depoaita 
i) Rrombadta 
H) nomottcia 


n. iMhlPlMicDlvoaiii 
m. TeroiOepealts 
, i) Awefanala 
K) ftonothcn 




Aeon 
March 31. 
1995 

As on 
March 31. 
1994 

2,000 

2,000 

2,000 

2.000 

32,100 

32,100 

21,325 

10.5a 

14.271 

7,054 

31,887 

21,325 

1,200 

NIL 

1.200 

NIL 

1,200 

1,200 

40,763 

NO. 

NIL 

40,763 

NIL 

NIL 

40,763 

40,763 

1 

99,445 

65,904 

173,295 

129,192 

27,028 

586.945 

8,553 

387.651 

613.973 

319.315 

396,204 

218,714 

ML 

153431! 

76.500 

L096.722 

13543» 

2,173322 

3.M7.999 

2,788,140 

mfm 

L788.140 



Sc h e du l e 4— 4»WTOwtnga 

I. Boirowlngs in India 

i) Reserve Bank of India 
&) Other banks 

iil) Other institutions and agencies 

II. Ekirrowingt from outside India 

TOTAL 

III. 'Secured borrowings included in 
1 and II above 


Schedule S-Other Liabilities 
and Provtaiens 

I. Bills p^wble 

II. inter-offioe adjustments (net) 

III. Interest accrued 

rv. Others (including (Hovisions) 

TOTAL 

Schedule h-Cash and 
Balancca withReaerrc 
Bank of India 

I. Cash in hand 

(including foreign currency notes) 

II. Balances with Reserve Bank of India 
i) in Curtent Account 

TOTAL 

Schedule 7—Balances with 
Baaaha and Money at CaB 
and Short Notice 
L la India 

i) Bidances with banks 

a) in Current Accounts 

b) in Deposit Accounts 

ii) Money at call and short notice 

a) With banks 

b) With other institutions 

TOTAL 

n. Outside Inda 

1) bCamat Aoeounta 
H) In other Depoah Accounts 
i^ Money at cadi and short notice 

TOTAL 

ORANDTOTALds-II) 


As on 

As on 

March 31, 

March 31. 

1995 

1994 

NE, 

NO. 

NO. 

NIL 

NIL 

NIL 

NIL 

NIL 

NB. 

NQ. 

NIL 

NIL 



7,218 

13.566 

1.59.793 

36.271 

216,848 


1.961 

2,128 

530,733 

805.434 

532,694 

807,562 
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BOMBAY BRANCH 


NOrFS AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1995 


(Rs in thousands) 


(Ri m thouuMit) 



Scheduh 8—Investments 

1 Investinrnls in India 

1) 

Government secuntics 

11) 

ftthcr approved secunlies 

III) 

Shares 

IV) 

Dehenlures and Bonds 

V) 

Other Investments 


lOIAl 

Schedule 9—Advances 

A) 1) 

Bills purchased and 
discounted 

11/ 

Cash credits overdrafts and 
loans repayable on dem ind 

III) 

Term loans 


TOIAL 

B) i) 

Secured by tangible assets 

11) 

Covered by Bank/Government 
Guaranlces 

uw 

Unsecured 


lOfAI 

O 1 

Advances in indi i 

1) 

Pnonly Sectors 

11) 

ihiblic Sector 

111) 

Banks 

IV) 

Others 


TOfAl 

Schedule l(h—Fixed Assets 

I Premises 

I) 

At cost as on 31st Match 

II) 

Additions during the year 

III) 

Deductions dunng the year 

IV) 

Depreciation to dale 


TOTAL 


As on 
March 31 
1995 


1,152.832 

67,239 

645 



As on 
March 31, 
1994 


768 486 
54 739 
NIL 
93 095 
NIL 


239,079 379 244 


608 440 
28 386 


779 164 I 016 070 


452,775 458 435 

93,680 229 217 

232,709 328 418 

779,164 1,016070 


204 11) 181 S33 

NIL 50 000 

93,680 229 217 

481,373 555 320 

779,164 1 016070 


12,890 12,621 

NIL 269 

Nil. NIL 

(2,472) (2,098) 




Other Fixed Assets (including 
Flmutare and Fixtures) 

I) At cost as on 31st Match 
ii) Additions dunng the year 

III) Deductions dunng the year 

IV) Depreciation to date 

TOTAL 

GRAND TOTAL (1+II) 


Schedule II—Other AsMts 


As on 

As on 

March 31. 

March 31. 

1995 

, 1994 

18444 

17.022 

5.857 

1,483 

(346) 

(263) 

(12445) 

(10.650) 

11.310 

7494 

bkssi 

18,386 


1 Inter-office adjustments (net) 

NOL 

NIL 

Ii Interest accrued 

69.104 

50496 

III Tax paid m advance/iax 
deducted at source 

52.750 

27,857 

IV Staiioneiy and stamps 

7 

7 

V Others 

105.832 

55.897 

TOTAL 

227.693 

134,157 


Schedule 12—Cimtlnienl 

UabilUlta 

I Liability on account of outstanding 
forward exchange contracts 

II Guarantees given on behalf of 
constituents 

a) In India 

b) Outside India 

III Acceptances, endorseaieMS 
and other obligations 

IV Other Items for which the bank 
IS eonongently haUe. 

a) Bills of ^change 
Rediscounted 

b) Income tax dispided and 
m appeal not ptovided 
(mchidiiig Ibt oihet on 
pending ai s a wi a nti ) w 
esonaledal 

TOTAL 


892413 459.673 


184.336 102.836 

222,923 134410 

284412 177493 


NK, NO. 

36404 29436 


1.620408 I 903468 


1566 
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BOMBAY BRANCH 



NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1995 

(R( tn thousand*) 

(Rs in thousands) 


Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


March 31. 

March 31. 


Match 11, 

^aich31 


1995 

1994 


1995 

• 1994 

SdMdutc 15-lalcnat 



Schedule 16—Operating 



Bamad 



Expenaca 



1 Inteiett/discoiuu on 



I Payments to and provisions for 



advanoes/bills 

102 142 

128.327 

employees 

9 856 

7 749 

U Income on mvestments 

160 96^ 

103 938 




ni IntcfCM on balances with 



II Rent, taxes and Itgltting 

4,211 

3355 

Reanve Bank of India and 






oitwr mier bank funds 

16 868 

21,141 







III Pnnting and stationery 

1 441 

1681 

IV Othen 

2 881 

1292 




TOTAL 

282,854 

256W 

IV Advertisement and publiciiy 

577 

716 




V Depreciation on bank s propeny 

2 355 

2 569 

Schcdul* 14—Other IncwM 






I Comnusston, exchange 



VI Dueuors fees allowances and 



andbrokenge 

9161 

4 761 

expenses 

54 

137 

II Net profit on sale of investments 

26,216 

15 210 







VII Auditors fees and expenses 

120 

120 

ni Net profit on sale of land. 






buildinga and other assets 

125 

18 







VIII Law charges 

22 

10 

IV Net pndit on exchange 






tiaasactiont 

1,740 

3330 







IX Postages Telegrams 



TOTAL 

37,442 

23,319 

Telephones, etc 

3,386 

1037 

Schashda iS-lalereat 



X Repairs and maintenance 

2,051 

2469 

L iMeresioBdepoaiia 

164.414 

152374 

XL insurance 

1,775 

1,457 

E btemt a* Reserve Baak Of 






lodiaAoiBr-hank bonoMifS 

7,032 

281 

XU. Other expenditure 

4,480 

3.595 

BL Otei 

1,670 

68 




TOTAL 

173,116 

152,923 

TOTAL 

30,352 

26.815 

» 

4 
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BOMIAYBKANCH 
Schcduk 17—WatwoaAccoaato 


T 


■"T 


I Pnncip<ii Accounting Policies 

1 General 

T5e accompanying financial atatemettt have been peepwad on dw hwlcricri ooM bom mi confann to iko stannary proviaiona and 
practices prevailing in the country 

2 Transactions Involving Fbreifn Exchange ' 

I Monetary assets and liabilities have been OanslaMd 01 fhe exchange cate pmallinf at the dose of the year except fote^a concney 
deposits under ceitaui schemes which an mnslsied at nodonal latna Nonniioaetaiy assets have been earned m the books at the 
contracted rates 

II Income and expendmire tens have been tra m l ai e d at dba exchange ftica ruling on the date erf the transactions 

III Outstanding forwatd contracts have been revalued at the fcrwani exchange mea ptevatliag at die cioae of the year 

3 Investments 

I The investmentt w approved secuiitiea an classifiedinlo Ite na n e n t" and "CUnew" inveaBneoti In terms of guidehnei of Reserve 
Bank of India. 

II Permanent investments are valued as ander 

- If the cost of acquisitioa is less than tee value-at coat 

- If the cost of acquisiuon IS higher than face value - the carrying colt itanlved at by amoiiuiag the pnmium ovnr the period of maturity 

III Cunent mvestments have been valued at lower of com or nmricei vahie Forthepuipoae of vahtotion. Rnaarva Bank of IndmfStocfc 
Exchange quoiafons when available have been taken as mnritet naea, and wham the f«aa an not avathMe the same have boon valued 
as per norms laid down by Reserve Bank of India as under 

a Government Secufiues and PSD Bonds Valued on yield to mat u rities (YTM) basts 

b Treasury Bills and investments under ready fotwaid tnMincta an Vahiad at canymg cost 

IV The broken penod interest on purehaaotede of securWea Is anaaadaacagitalouilayAeceipt 

4 Advances 

I Provision for ‘Non petformlngasseit’ia made on ihnbaaiaoflheaaaeielaasificadoa and praviaioniagfeqiiiieiaentiiMnof under the 
pmdenoal norms laid down ty the Rcsarve Baidt of India larhallag Ihaaa wuh outstanding halanoe of leaa than Rs iSfiOO/- par 
borrower Advances secured by Hnsncial Ousnonas of public aeciar banka an am coaridand Tfon Perfbrnang AanM** 

II Further provtsion is made for doubtflil advances bnsed on Managa—nt'a estimate of pntet ia l aapoann 

III Provisions in respect of doubtful advances have been deductadteim advances to the axieiMancessaiy and the exceia has been mdudad 
under Other Uabilmcs and Provisions" 

IV In tonsomum advances, the accouius an ebssifiedaa pur the dedsioa of the lead bonk 

V Advances are shown net of biUs discounted with the Financial '■»«**"■'W* 

VI Interest on non-perfbmung advances IS accouaied as per the gnideiines of Reserve Bonk of India wMiicteeace to leohaaiion 
3 Fixed Assets 

I Rxed assets are accouaied for at their htstotical cost 

■I Depreciation IS provided for on the wnttea down value niedmd at thermos presetted in Schedule XIV of the Campnniea Act 1956 

6 Staff Benefits 

The liability for Granuty to staff has been computed and provided en actuarial baait 

7 Net Profit 

The net profit ditclosed m the Profit and Loss Account is aBar 
I Provision for taxes on income ui accordance with s Ma u tary nquiieaMau 
u Provisions on advances 

■u Provision for Head Office adminlstialiiMi expenses 
IV Other usual and necessary provtsMiis 
n Changes in Accounting Policies 

1 Provision for advances with individual ouimaadng of lest ten Ra. 25.00(V> has bsan nada ilia ytar m 7,5ft of te iftfragaas anuwal t«< 
standing as per the pradeatial ncrnis laid down by Reserve Bade of tela ai apiam Sft in te pncoiiiai yaar 

2 Till the preopding year permanent investments were earned ‘m com* h accordance nddtgnidaHnai lianed by teiaaerveBiBk of itela 
the premium over the face value has beea amonued dunag.te ynm 

3 The impact of these changes on openimaat results for the year is not mmeiiai 

UI Revenue and Other Reserves | 

1 Ihclude Head Office Reserves of Rt. 33,255j656/- wteh ripwiam iteds irndted by Htei OtBaatehtead Boro mBmteMa pnite » \ 
meet the cost of acquisition of r rs i dearia l p rew i iui , depoakfadvanot Heaneo te of Bank pra ni laaa m Bontey, ale at par gulillnai of 
Reserve Bank of Indm. 

IV Other assets include share appbcmion laoroyltB. IQ,000,0IXy- 

V Profit oh exchange innsactioasmcliidolta.9J00id37AaiWaite of ntetnam of BatituflmBilBamehatebBbBlIdlfRte 

VI The previous year's flguica haveteeo regraupedkeanaaged urhawum wwaamy 

Bdf- 

AUBBDBiUHBH iULlBMMA 
OtefBnacMhu —bdb 




Bombay June 27,1995 




/IImi OIuiM CoflMMRNriii Bittlii''lilliilcil 

MjiHMi. 'iMiiW<' * *>»*■* ••i«^'<»*^Mtt 

wV AVU^R^QF* 



lOMBAY BIANCR 


Auction’ Report OB dwAccooBtocflfec Bombay Branch iMT 
Abv IHubi Co HMB crcla J Bmdt I^tod 

We have audited the attached Bhbmce Sheet of the Bombay Bianch of Abu Dhabi Commercial Bank Limited 
(incoiponied in the United AtahEnuraies with LiiniledLihMiityXaiat3ta March 199S and the Profit and Loss Account 
(rf the Bombay Branch (rf'the Bank for dte year ended 3 lu March I99S annexed theteio. 

The Balnce Sheet and Profit and Lou Account have been drawn up in accordance with the provisions of Section 29 
of the Banking Regulation Act. 1949 read with the provisions of Section 211 and Std> Section (S) of Section 227 of 
the Compardea Act, 1936. 

We report that* 

(1) we have obtained idl the informatton and expianations which, to the best of our knowledge and belief, were 
neoessaiy for the purposes, of the audit and have found them to be satisfactory; 

(2) foe transactions which have come to our iMtioe have been, in our opinion, within foe powers of foe Bombay Branch 
(rffoeBaifo; 

(3) to our opinion, proper books of aoeomt as recpiired by law have been kept by foe Bombay Branch of the Bank so 
far u appears foom our e xam i nat ion of these books; 

(4) foe Batance Suet and Profit and Loas Account dealt with by this report are in agreement with the books of account; 

(5) Inouroptaion,andlolhebattofourtoft)nnationandaocordtogtotheexplanationsgiveotous,theBalanceSheetand 
Profit and Low Account, wad wUhneau there on, puticularly Note II repnling changes in accounting policies give 
tfaeinfomatiooreqiiindbyfoeComponies Act, 1936, in foe numer so required for Banking Companies and ^ve a 
true andiiir tdew of foe itate of affiun of foe Indian Branch of foe Baidc as at 31 St March 1993 and of its profit fw foe 
year andad on that date. 


For DALAL E^Al A KUMANA 
Chartered Accountants 
Sd/- 

0 MAHESH ASRANL 

BoObny: June 27,1993 Partner 
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iPERSPECtlVESi 




History Outside the Nation 

Nira Wickramasinghe 

///(' pnvilf^itif’ of the narrative of nation-as-history in post-modern 
historiography has overshadowed how people conceive rime in terms 
other than nation 


THIS (.I'tiics .IS ;i response and a 
le.unnii U’ K \ I’.iiiiK. ;i '• reu'iil css.iy 'In 
Deleiiiiol Olil lli'.tois (//'H.Oeloher I, 
I9‘)4) wheic he puls lorvs.inl an ineisisc 
(rilupie, alhcii Irom a prediiiahly Marxist 
perspeeiive o/ 'p‘'sl-niodern history'. The 
eoic ol Ins .iip,umeni is that by coneciving 
hi.sioiy as lepre.sentation, without the 
possil'iliiy III evei knowing the truth, post¬ 
modern hisioiies aic eng.iged in the same 
historieal piojeet as colonialism which is to 
deny a hisioiy to the subjei letl. I’anikkar's 
trilK|ue IS p.iiiicul.irly important when he 
points out that caste and communitie.s that 
were the weapons in the eolonia! armoury 
loensure the perpetuation of political power 
arc invoked by nco-colonial history as the 
only valid categories to interrogate reality, 
i would add here that in ptist-modem histones 
the most itnptinani category invoked is by 
tar the nation/modcrniiy. 

All hisiories are not nationalist histones 
and an investigation of the n/lion-siate. its 
taiiuies and its strengths is not the only way 
of .iddressing history Today there is an 
uneasy alliance, sometimes even a curious 
complicity, between those who build nation¬ 
states through history writing and those who 
deconstruct their oeuvre. The terms of 
relerence aredefiniAi by the warriors on each 
side Histones which include the voices of 
those whobetore were condemned to silence 
m an elitist history still posit the nation-state 
or the nation as a relerence point Those 
who criticise the nation-state reler to it 
contiiiuously, take position vm-o-itui. while 
muliiple histones of people lie untouched 
under the coaling of nationalist histones. 

My essay, which stemmed Irom reading 
Panikkar. .iinis at suggesting the idea ol a 
'history outside the nation' and the primacy 
ol ‘temporality" in history as a possible way- 
out Irom the impas.se of uncertainties to 
which posi-modernisin has drawn history 
writing 

1 

Time in History 

The subject matter ol hislory. what m.ikes 
iisiory, isan area of contention. History can 
10 longer be defined a.s a sene.s ol events 


or cognitive points arranged in the order of 
chronology In the last few decades, post- 
mtHlern criiiquc.s of hislory writing have 
questioned, quite legitimately, the 
autonomy ol the 'event’ Events, they argue, 
rJo not exist pt'rse. Consciousness - which 
varies from agent to agent - acts as mediator 
They have also questioned "the sequencing, 
the causal assumptions that underlie 
selecting and framing the events, the 
theoretical understanding that sanctions that 
selection and framing of events, the 
.tdoption of an appropriate vantage point 
and the authority that authorises that 
vantage poini" jCrapan/ano 1992). They 
have taken a 'nihilistic delight’ in the 
impossibility of any universal under¬ 
standing. any incontestable truth. Hisioiy, 
conlinuit,, memory have been subverted 
as mcia-narrativcs that legitimised 
science, while other totalising visions too 
crumbled belorc our eyes. Thus, one can, 
to a certain extent, laud the pu.st-modern 
enterprise for having radically altered 
hustory by the changes in discourse that 
were postulated. 

Today, however, this discourse forms a 
new sort of orthodoxy which few have the 
cour.tgc to contest. Instead of events we 
have texts representing the French 
Revolution, or narratives of the foundation 
of Islam which each and everyone will read 
in a different way. The Rashomon effect 
of the dialogically open-ended, self- 
questioning, multi-perspeetival histories 
often means that anything is possible as 
egalitarianism prevails at the di.scursive 
level. Most post-modern thinkers come 
from literary or anthropological back¬ 
grounds where ‘time’ is not the subject of 
investigation. For them, just as for me. 
history as a sequential process ordered by 
lime is problematic. But when Foucault 
and Dcleuzc question the vaJidily of any 
possi ble notion of linear ti me and challenge ^ 
in a Heidcggerian vein a notion even of 
empirical history in which events follow 
one after the other as causes and effects, 
their concern IS with .societies where circular 
time IS anathema |F'aucault 1972; Dcleuzc 
1972). Theirown conception of time where 
events float haphazardly in a veritable sea 


of cqntingency - a notion which is not part 
of the Euenpean heritage - i s less ambi vaienf 
in societies such as ours which recognise 
that time is as malleable as the clocks in 
Dali’s painting. The question I ask is this: 
Is it then necessary or indispensable that 
we historians studying South Asia put 
aside notions of ’before’ and ‘after’ under 
the pretext that they suppose an order which 
docs not exist, an overarch-ing march of 
history? Is it necessary forustodeconstruct 
our time and history when our time is 
already fluid, circular? Must we like the 
Mad Hatter in Alice in WoriUerland’ kill 
time? 

'I’imc IS the most important denominator 
III any history writing and history is, I 
believe, the science of the consciousness 
of time. Even a hislory of the fragments, 
even a hislory which is primarily interested 
in ideology must acknowledge time Just 
as there is a today, there was a yesterday 
and there will be a tomorrow. This is what 
history, whether linear or circular is all 
about. 

One can wonder whether lime is a 
concept, a scries of concepts or just a set 
ol measurements? IPone follows Leibnitz, 
things are quite transparent: ‘lime is the 
order of non-contcmporancous things’. 
More recently, anthropologists have looked 
at the time of cultures and focused their 
attention on time as a marker of social 
transformation. They have shown us that 
there arc different ways of understanding 
ideas and experiences of temporality. 
Furthermore, one can speak to a certain 
extent of the objectivity of the historical 
fact, event, or of a particular period for the 
historian. It arises from an awareness not 
of the event ii.self but of the ruptures in 
time (past, present and future) which places 
it, at the time of its occurrence, in the 
pre.sent, and assigns it an associative relation 
with absolute time All historical facts, 
with or without a specific dale, possess a 
past and a future, both of which are 
independent of observation. For example, 
the foundation of Buddhism is an event 
since there is a pre-Buddhist India and a 
post-Buddhist India. As Chaudhuri writes, 
“historical events, structures or phenomena 
can be grouped into different classes of 
time which have different qualitative 
properties, different 'frequencies’ and 
unequal power” (Chaudhuri 1990}. 

Thus, Chaudhuri and other structuralists 
take a different path. I'path where some 
siswers are possible, whefe time is^he 
lime of the historian, thus, ot^eqtive 
Jtttowable. But like most stnhftuftttiUv 
Chaudhuri fails to make a distinction 
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UMasurtng OmiB «|nd coAct^ «f ' i^,(lMCB(ijnR)i«ttextor5niMtn8tionalUiH,^ 1^^^ texCs C(mi|m!<cd m a 

time, lust as Braudel. ChMufliun writes of Ute Ma*iiwart«a^ ,wit^^uttt |ltemi>tiftg to linear mode as objects of analysis, it 

a time which » the time of the histonaiit assws to what ex.tcnt the Mah'avainsa was might be time to forget the naiion and the 

rather than of society's consciousness of known to common people during the pre- nation as history and turn our inquning 

itself. Both tend to posit an uncohstituted colonial and colonial periods, Some have mind to ‘temporality’ as the thread of 

objective world where time can be suggested that before the translation of the history. 

measured. This is a legitimate criticism. Mahavamsa into Sinhalese m 1837, there It is my conteniion that comniunitics arc 
However, it like Maurice Halbachs, we was no concept of history as it is understtKid made more by common lolkiale.s. habit.s, 

agree that there are os many collective in the west. Rogers’ work on 19th century •idiosyncralisms. comnwn perceptions o( 

notions ot time in a society as there are Ceylon, for instance, has shown that the time rather than by common imagined 

separate groups, and we deny that a unifying ■ images of the past that developed innhe histones, common elforts to oust colonial 

lime could be imposed on all groups Brilishpcriod were produced by asing 19th rulers or modern ideologies ol the nation 

simultaneously, cognitive reflection is century western historical ideas and and the downward seepage ol ideas A 

suspended (Halbachs 1947: 3-31], Just as methods (Rogers nd: 88-I02|. The central history from within would take into account 

there is no possibility of unifying time, idea ofhistoriography, the rise and decline the way in which time was experienced by 

there is no possibility of thinking about it, of an ancient civilisation, was almost its actors and stress the iniporianee of an 

as Rieocur asserts: ‘Human thought has not universally accepted, both because it was autonomous cocccpi of time in the forging 

produced a universal sy.stcm of categories plausible - it was confirmed by both the ol a iHJoplc’s or •oniijuiniiy's history. The 

capable of embodying a personal Mahavamsa and the ruined irrigation tanks question which must be addressed is 

cxpcncnceoftime and history it-self having and cities - and because it was consistent whether it is possible to base a people 

a universal sahdity’.'The histonan is thus with the pattern of Europe historically (nation) wiihoiii a national history 1 would 

left to think of the particular. What s/he which looked to the classical civilisation venture to pioposc ih.n the concepts of 

must conic to terms with is that the linear of Greece and Rome. Later, Sri Lankan iiincandmemoryarereinraltoihequcsiion 

history, which as an adept ot post- writers pointed out that Sii Lanka's time was prcscni in Sinhalese lolkiales but, 

nuidernism s/he is eager to deconstruct, IS civilisatit'n, although weakened, had it was not the time ol the Maliavainsa or 

in fact the history imagined along those maintained its cultural continuity. My ollatcrsiaio buildingliisioncs Itwasiather 

lines by a small group of people whom purpose is not to coritc.st the.sc valuable the time ot the pc.is.ini. linked to ihc'si.ns, 

s/he has chosen to privilege in his/her studies but to question the centralns of the moon and the opening u! Ilowcrs 

study. What I suggest is that it is the ‘history’ borne out of canonical texts or Supcriiuposed on a natimial liisiory, on a 

obsessivccuncerninSouih Asianacadcmia eriiieal appraisals ol these canonical texts, history ol kings anil queens, hatiles anO 

lor the nation and the modern that leads The images ol the past that emerge from invasions weie temporal continuities winch 

us to U,.>k at history through one small Icjis the writings of Rogers and other had then own measures, discourse and 

and privilege an interpretation of history deconsiruetors of canonical texts, portray moments of tension and hieaks and also, 

(hi.vtory as history ofthc nation) which has the views of a very marginal group, i c, thcirown heroes, sometimes mvihic ligures, 

little bearing on the consciousness of the the literate elite of the time. It is. indeed, a people’s history, .uiiononioiis, separate, 

people. us most scholars have shown, a view totally oblivious to njiion-hnilding 

in consonance with the understanding of 

II history prevalent in the West. But it is. 111 

History Outside the Nution? nevcrilicicss, the view of a few What Post-modern Hi.storians and 

historians should qucstiim is whether the Writing of Te\l.s 

The conteniion by well meaning, rest of the people did not think of history 

progressive thinkers that hi.story always as history ofthc nation, whilst they were Pannikar s css.iy elude^ one .ispeii ol a 

means nationalist history has led to a self- consciou.s of temporality, of a past, pre.scni critique of poM-modeni hisioues F'o.si- 

immolaiory surge among hislonans. The and future. Their world-view has not been modern hisionaiis have not dc onstructed 

nation and how it had been read, wnilcn .idequately considered. Perhaps they did the mode ol Insioiy wniing Like docile 

about, vilified and adored has become the not have a modern concept of history but bodies, they ahule hy the rules '.el, and 

single question of the histniian. This their lifc/timc was ordered and .sequential enshrine some ucumcs. |ust like their 

included nationalist historians, colonial whether in a linear or a circular manner, predecessors enshrined thcirown lanomcal 

historians as well as post colonial This is apparent in Sinhalese grammar hi.sioiicaloeuvre-..ranonisaiionprefigures 

subaitems. eager to retrieve the fragments where the three ien.ses, past, prcscni and thedeaihol hisiory rml.iyslnsioiianwlio 

' of Um; nation or deconstruct the nation, in future, provide a structural order. Thus, has studied Insiory ai the universily is 

Sri Lankan academia quite clearly, when speaking about histories of people expected to priKluce wniien texts winch .s/ 

nationalist historians as well as revisionist at^d of their understanding of the past as he then reads at seminars and inlernaiional 

,,:sebOiars, preoccupied with the pressing a */ne tfim non for the emergence of a conferences, and which s/he formats and 

issueoftcgilimisingamldeiegitiniisingtbe nation, is it not crucial to uncover their tooinoicsacLurdingiotheChicagoinaiuial 

frnaiiori-state in its present form, have rarely cosmology and at the centre of their ol style bcloicsubiiiitiiiig them to a journal, 

y conccmedthemselveswitbthewnyin cosmology the way they lived and thought Only texts legitimise Ins existence. Without 

jlordinary peo|Ne at git^ time made ^se; ’timfe’ at given moments? What were, for them ,s/he is like a paiiiici who docs not 

.driliewo^,tmwthtsycorMniedthewie>ridi:' s;to$timce.theanalyticalcaiegoriesavailablc paint. Bui the histormn is still not free in 
^invested It with nwinifig and inftwed K'::;Jlt> the people when they wanted to mca.surc his creations. The texts he produces, even 

•'wfthemotiortiHowtlieyHvedthrifrerilioi f timfcquantifyitandlhenrecorditinlheir today, must be based on exemplary 
i'lO the |mSt< preaeht aiid thh soags and sayings, thus ‘writing’ works or miKlcls which foim the canon of 

shiari.'fib w they' the discipline lOf history Unlike in 

' Many. tmihrppoJriiisit . have.than privileging, as the post- anthropology where the critique of the 

canon has been absorhed, in history the 
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textual canon remains strong. Will EPW 
publish an article written in surrealist verse 
or coniposod in the form of a Platonic 
dialogue? From Colombo to Cambridge, 
from Chicago loTokyo, historians obey an 
unwritten code. 

Post-modern historians have, however, 
succeeded in undermining two fundamental 
precepts ot mainstream history writing 
(although .Sri Lanka's historians arc still 
oblivious 10 these developments) The first 
age-old precept is ihal the argument of the 
text has to be distilled Irom a complex/ 
narrative icxi (mainly archival sources) 
and then debaicd. detached from and free 
of the text. The second precept is that only 
whalionloims to the canon will be focused 
upon and included in the canonical 
historical body This means in effect 
excluding anything produced by 
anthropologists or literary historians. The 
di.scipliiic rests on an 'esprit dc corps’, on 
.1 hisiorw \Miitcn by hi.storians. The work 
ol a hisioiMii IS not looked at by his guild 
as an oeuvre that invites various 
iinerptcialions or alternative readings. 
Ralher. whai is discussed and debated arc 
considered the arguments, ihc ‘miths’ that 
inlorm it and arc distilled I rom it. Historical 


wdrk ir neither r«!id nof wrfltelft iK fe 
narrative because most worfciAg/writihg 
historians stil I view history as a meanttigruf 
account of the past rather than a positioned 
narrative [Marcus 1992]. 

This is not so of anthropologists and 
sociologists who write histories. Nor is it 
the case of (he subaltern studies historians 
who originally wanted to rectify the bias 
of elitist historiography and neo-colonialist 
historiography that credits the making of 
the Indian nation and the development of 
a national consciousness to British colonial 
rulers, administrators, policies, institutions 
and culture, and not to Indian elite 
personalities, activities and ideas. These 
new histones are, however, written in a 
language that only the members of an 
elitisl guild can compichend. The new 
canons, (he new orthodoxy of post¬ 
modernism has shut away the very people 
who were condemned to silence and whom 
they hoped lo draw out fiom the blind 
■illcys 

My hope is to sec one day historiography, 
which IS neither the biography ot the 
nation nor a critique of Ihc modern, 
speaks in words a child will comprehend. 
Al a tune when we indulge in variations 


- by FoiactliiC; l^rridf. Ckiui4i«u 
And^son. iny ho(ie U ^ wtii' 

consent to kAver themselves and writle a 
fugue. 
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within a tiemot ralit framework. 


I'his hook reviews tlic new pdicies on (leeeiiiralisalion in 
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bdte set a Regional W(Hid Eomoiiiy 

Kamiwiatha Mukaad 

Indian Merchanta and Eurasian Trade 1600>1750 by Stephen Frederic Dale; 
Foimdation Books, New Delhi, 1994; R$ 240, pp xiv + 162. (Cambridge Studies 
in rslaipic Civilisation). 

THIS slender volume turns its attention to of local officials. The volume and range of 
Whatisgemiinelyaneglectedaspeciof India’s internal and external trade would intuitively 
mercantile history - the extensive diaspora negate this assumption, which Dale 
of Indian merchants who lived and traded strengthens by quoting both Islamic law as 
in Iran, Central Asia (Uzbek Turan) and well as Abul FazI and other sources. 
Russia. Dale is the first historian after Mughal India was the most prosperous of 
Surendiu Gopal to venture into this area of the three regions in its economic resources 
history, and by highlighting the long-stand- -agriculture, inamifacturingandpopulation, 
ing presence of Indian merchants in Iran and The total value of its major exports of cotton 
Turan. Dale adds to Copal's contributions, cloth, indigo and sugar far outweighed the 
Dale argues that the mere term ‘diaspora’ total value of imports from Iran and Central 
docs not convey the extent of the trade of Asia, of which the most valu^e were horses, 
the Indian merchants, nor their economic The Mughal empire had a favourable net 
significance. balance of trade which was paid for with 

"This particular diaspora reflected an exports of bullion from Iran and Turan, 
asymmetrical economic relationship in which which was one more channel through which 
Indians marketed agricultural products, precious metals flowed into India till the 
textile manufactures and their own financial 18th century. These advantages gave 
expertise throughout a broad region where Mughal indiaadominatingadvantageover 
they enjoyed a competitive advantage in the other two regions, and also allowed the 
both goods and services - or, in visible and Mughal Emperor the luxury of following 
invisible exports. In brief, the diaspora what was virtually a laissez~faire foreign 
manifested in the persons of these merchants trade policy as compared to Shah Abbas 
the Mughul empire’s stature as a regionally of Iran who had instituted a kind of state 
dominant economic power, or, in Fernand capitalism to protect the more fragile 
Braudel’s phrase, a regional ‘world economy of his country. 
eco(K>my”' (p 2). Thelndianmerchantstradinginlnm.Turan 

Dale argues that the three contem- orRussiawereknowngcnerallyasMultanis, 
poraneous Islamic empires of Mughal buttheycomprisedthreemajorelhnicgroups 
India, Safavkl Iran and Ottomon Ttirkey - ^njabi Khatiris, Marwaris and Pushtu 
established a fairly effective pax Islamka Afghans. Trading through family-based 
which provided the necessary precondition neiwotks, they had penetrated into Central 
ol p^itical stability to fadlitate trade. There Asia and u«re. for a short time, even visible 
was'alsoasubstanbaidegreeofhomQgeneity in Moscow, though later often criticised as 
inihecommercialandlinguisticenvinmment usurious m(meylenders,D.i}eestabiishes that 
yvhich enabled the Indian merchants to trade they were abte to provide much needed 

in Inmand Uzbek Ttinin.08le atso stiesses Hnanciaiservicesandciecfitintegions where 
arelirivelyliltleappredatedfacetefMughal Islamic law tended to hanqser indigenous 
ect^omie policy, OMbciyi <Im!' active ' groups in engaging in such service. These 
ptOthotinn of cohimdrce through tiAier men;haftts were quite viSiMe and viable till 
benoutdd raeatures Uhe dtedev^^ment of weU into the 19th centuiy, and their decline 

inffiishucbm‘"nx^fn<||M.atfaVimserais. came about m least partly as.a result of the 
etc iubll as tbrou#! the' prbtection chtaging pMiems of w^ trade, as for 
offieretltqfsfdi^varhituhtfnerdht^^ exampie when British cloth ovenotA Indian 

iitU(^glb>>rtet»(O t^ nsttiles in world markets. 

jNt(laRiimllal'ri||[|M^^(^ / Dqle also eontribuies .t^ ^Ibitie of the 

Vntilesasawcipumecoiriidi^ extAingde^Mesaboutthcnai^oftiMrchants 

ptevaleM notkm df 0 k cxtortioriaie ^ and meitoamile orgwnatloii He makes the 
cjiph||i^YeH|M^ofthe|^ ^|y^B^e6ieryationdiattjh;oBentepeat^ 

, ^..Ghihmmtthatite IwfUtl then^iani was only 


a ’peddler’ is valid only if he is compared 
with 0K Europeart Bast India Companies. 
This does not recognise that even in ^ttope 
Uiese companies were exceptional, and this, 
by and large, European merchants, especially 
in the Mediterranean regions, operated as 
individual or family-baSed units. 

The only criticism that 1 would make is 
in Dale’s treatment of other economic 
historians, whom he classifies without 
exception as being ‘Euro-centric’ - almost 
a term of academic abuse, and one. which 
it is clear, a scholar ought not to be. Dale 
does not seem to be aware of the woik of 
other historians, especially Dasgupta. 
Ara.saratnam, etc, who ail take exception to 
the *Euro-ccntrtc’ view. Dasgupta, for 
instance, is often criticised fOTCxpiessing an 
extension of Dale’s own viewpoint about the 
importance of the stable political 
environment created by the three rntyor 
Islamic empires of the region for the 
expansion of trade, and that the decline of 
Surat as a major port was due in a large ptut 
to the degeneration of these empires. 'ITiis 
jarring note apart, this is an interesting and 
scholarly work, and a good addition to our 
knowledge about India’s pre-modern 
economic history. Its distinctiveness lies 
especially in the use of Persian and other 
hitherto unused Russian sources. 
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Women and Environment 

Doify Aroni 

Environment, Devdopnient and die Gender Gap by Sandhya Venkateswaran; 
Sage Publications, New Delhi, 1995; pp 234, Rs 250. 


RECENT years have seen the emergence of 
women as an important category on the 
agenda for sodd research. This is especially 
so in the field of environment and 
development studies. A large number of 
studies have looked into specific activities, 
problems and policies with reference to 
women as their mechanisms, victims or 
benericiaries. The book under review is 
another addition to the range of such works. 

That women play a predominant role in 
activities relating to natural resources and 
that the degradation of these resources in 
turn has a disproportionate effect on women 
is fairly well established by now. And the 
author admits this at the outset. It is not 
surprising to find the book relies so heavily 
on several of the existing studies in this 
domain. The single most important 
accomplishment of the book, in fact, is to 
introduce the reader to a wide range of 
existing literature in the arena. 

The book attempu to outline women's 
role in the management of their environment 
and the impact of policies, or lack of 
ecologically sound policies, on their work 
roles and status (18). It also profiles some 
of the government and NGO responses to 
ecological needs and therefore related 
women’s needs. Qaiming to "look more 


The relationship between wommi and 
environment is addressed not moely because 
women are perceived as victims of 
environmental destruction, but because 
(tespite the roles traditionally played by them 
in the management of natu^ resotvces, and 
the knowledge base they possess based on 
which these roles are carried out, they have 
now been almost completely marginalised 
from the processes that seek to formulate 
strategies for use and management of these 
resources. More significantly, in the 
process women have further lost status 
and power, by losing access to resources as 
well as control over their labour and 
knowledge (14). 

The book attempts to discuss a wide range 
ofissues related tocroplands, common lands, 
forest and water resources, domestic energy, 
social forestry, technology, urban 
oivironment and pollution, as these affect 
women and as th^ have been addressed 
through government programmes and non¬ 
governmental efforts. 

The chapters could certiunly be better 
organised than they are. Thus, while ‘Forests’ 
and Social Forestry*, are discussed in two 
separate chapters, ‘LivestockManagement’, 
and ‘Dairy Development’ form part of the 
chapter on ‘Common Lands’. ‘Domestic 


'bl R^ome ^ womesi’i jlirQbleins 
addniMed. TheaodKi’daesmMevnrdiieti^ 
toassmtherekvnksorinsignifleaMiinpoft 
of difsse pobciei and imrgiimittM hi terink 
of tlidr cqwcity or incapacity to alta die 
ovnall context which geniaates and sttrtaina 
such problems. 

Some of the chapters are rathor superficial 
in that they provide neitheraciMiifdeiBpicture 
oftheissuebeingdiscussednoranyeffective 
analysisoftheproblerasinvolved or solution 
offered. The chapter on global perspectives, 
for instance, suggests that white it is tiue that 
environmental problems vary dq>ending on 
the degree of development a^ die struchire 
of the economy, development, and 
consequently the environment, are 
nevertheless global issues. And then it simply 
tries to provide evidence to the effect that 
issues rdating to women and environment 
were raised at international forums too, and 
that these reached their peak in 1992 at the 
UNCED conference and the Global Forum 
of NGOs at Rio. The authm also provides 
abriefoutlineof the Women’s Action Agenda 
21 adopted by around 1,500 women from 
across the world who gathered tt Miami. 
This four-and-a-half page chapter above 
comes to an end with the information that 
to implement some of the decisions adopted 
at Rio. the government has drawn up an 
action plan for the country. 

There is no discussion of various conflicts 
which have characterised the position of 
women from thenorth and south respecdvdy; 
nor any critique of the programmes so 
adopted from the perspectiveof rural women 
who suffer various aspects of environmental 


critical ly at the category' women’” the author 
. contends that the relationship between 
women and environment could vary 
considerably across women of different 
socio-economic groups or categories of the 
population. The close association between 
women and natural resources, she argues, 
is valid primarily in a rural context, and 
especially among women of less affluent 
families. And this is immarily because of 
their social and economic roles, which over 
generations have required them to provide 
food, water, fuel, fodder and income from 
the surrounding resource base. Fulfilling 
these roles has given them a special 
understanding of natural resources and led 
them to adopt a more sensitive attitude 
towards them. The consciousness of those 
women, who are admittedly the primary 
concern of the book, is different from that 
of men's, as also from that of rural women 
of affluent households who do not typically 
carry out these roles. Hence the argument 
that women’s consciousness of the 
environment should not be considered as 
somethinginheient, arising outoftheirbeing 
women. 


Energy’, however, is dealt with separately; 
and there are separate chapters on ‘NGO 
Experiences’ and ‘Government Efforts’ 
respectively, in regeneration and 
development of wastelands, although each 
chapter also incorporates both NGO 
initiatives and government efforts in 
concerned areas. 

The author has indeed plac^ at tbedisposal 
of readers a lot of information on diverse 
aspects of problems affecting women both 
as a result of and despite development 
policies. But reader will need to put in 
considerable effort to interpret this 
information and arrive at some kind of an 
understanding about the problems and 
possibilities of dealing with them. The book 
is far from being a help in this respect For 
it does not go very far in analysing the 
myriad problems with environment or 
develofunent which have been shown to 
affect women most. In fact, there it little by 
way of an assessment of the telarionthlp of 
thero problems to the gmetal orieniatioatltf 
econotnic policies. dOM one End my 
criticai evaluation of the adtutiohl 
either by the govermnarit lDr by the 

i ' - . 


degradation. One does not find any mention 
of Uk implications of the global development 
models being promoted by international 
agencies like dm World Bank and IMP on 
the worsening state of environment and 
women. Noris there my concern for actually 
evaluating the actual implications of 
programmes of action advocated at such 
forums for the state of wonmi in countries 
like India. The contrary implications of 
- various perspectives offered at difUMot 
international fora, or evm at the same fora 
but inthe ooiuext of different poOciei need 
to be careridly looked into if at all <me is 
toundentand m'respond to these ib<«i^k9d 
j^obd pprqpectiNmb'Dm book undra 
sMes away from my such exeerise, ; 

vndle there if m admitston thdi ban^, 
ttf resources, knowledge arid enyliOnnieWid 
prditdea iiKfevekvingcotratrieat^aiCC^ 
to developed coiMiritb, dm authbraeraiiafo 
bdleve ^ technidoil^ pei^ljl|df 
devdop^i 

deveii^ coimtriee ft U ddtqtki^^ 

" which .leadav,i^' auth^,^ije':f^|gt''A 

'eooiMriea qiiil^ : 





:p6IR:^ otfica TW 4^tGl <i»(* ’ ffiaiuvemempMdesitothowTcsuiflnginim uiwwpnie^Hii^^vvoHxiinaHiaismtiu^^ 
Isflicied on the people of developing various kinds of pollution, the boiA enlists «>llecti\^ thUir involventent in 

countries by thedewloiHnent policies in the mimerous instances to present a stiong case prograntoitl^Viii^ suggested, should be pixK 
devetopedworldaresimplynottaikedabout. for being sensitive to woiOen's needs. pagatedd»ot^)ocalwoinen'sgnnips{22S). 
This silence (h)es not go well with a concern When, however, it comes to identifying Collective n«iHon is thus valued for its 

for the teal state of the marginalised, possible ways ofdealing with this situiuion, potential to faciliuue women’s integmlon 
especially women victims of environmental the author stops short of Questioning the with government programmes. And NGOs 
{K'oblems. model of development which has given rise are expected to play a role in this regard. 

Inthechapteron’GcnderandTechnology', to these problem-infested policies in the first For the author is content with their capacity 
the author states. “As a result of being place. Opertting within the framework of to provide these grotqts with the kind 
extensively involved in certain tasks, over thismodel.sheadvocatesagreaterintegration suppoitthatisrcquiredtocreatethenecessaiy 
theyearswpmenhavebuiltupavastresource of women into policies and programmes, consciousness among women. Not only does 
of . technical knowledge on aspects of and for the purpose suggests that ali existing the faith placed in the intent and‘origimd 
agriculture, forestry, livestock, water use programmes should be assessed in terms of purpose’ofgovemment programmes appear 
and various other areas of their activities, their impact on women and finding be used to te more than justifi^ by the reality of 
This pool of knowledge relates to optimal as an input in policy formulation. Given the these, one is also left wondering if the hopes 
meth^sofperforming tasks and to optimal fact that the very model of development and placed on the NGOs are not due to an 
use and management of resources, as it has its attendant policies are inclined to throw oversimplistic perception of the possibilities 
evolved ova: generations of performing the up ever newer problems for women, one of handling complex policy-retted problems 
same tasks’’ (168). And she substantiates wonders how only programme-centred through project-based initiatives or 
her argument with the help of evidence responses can be expected to take care of interventions. The entire reality of policy 
generated by several field studies, the needs and concerns of women. problems emanating from power dynamics 

Technological innovations have affected Women's non-involvement in government thrown up by the structures of patriarchy as 

women in varied ways, but seldom worked progammes is perceived to be the major much as globalisation is in effect dismissed 
toward.s improving the quality of thdr lives, reason for the failure ofprogrammes to fulfil when women’s problems are finally 
Often new technologies have di.splaced their ’original purpose’. For, when women attributed to factors like lack of 
women fronf their traditional areas of have been integral^ into theseprogrammes, consciousnes.s, literacy, and confidence, 
employment, while teavii^ the activities apart from the fact that their direct needs of which NGOs are expected to help generate, 
where women predominate untouched, as in income or drudgery reduction been A number of issues have been completely 
the subsistence sector (16S). addressed, she asserts that they have gained ignored while the author lists her 

Butshefeelsthataitemptshavebeenmade in confidence, in status and in finding a conclusions and emerging concerns. One 
to address the technological needs of women voice to atticulatetheir concerns, views and wishes she had not been in such a hurry 
- a few*projects supported by (he department problems (224). And since there is evidence to conclude, 
of science and technology have been 

mentioned to support this claim. These arc _ 

related to such objectives as upgradation of 


skills in areas such as poultry and quail 
farming, training in conservation of soil and 
moisture by planting specific types of plants, 
or maintenance of conventional and non- 
conventional sources of drinking water, etc. 
Par from examiniDg how these initiatives 
relate to or respect women’s traditional 
knowledge, she goes on to suggest that every 
technical change necessarily needs to be 
accompanied with changes in attitude, values 
and beliefs of the people who are affected 
by such change. TIk community at which 
the technology is directed, needs to be 
educated and trained, so that it becomes 
easier for themlo accept the new technology 
(173). These luneitions are offoed when.. 
the author hendf has shown chapter after 
(duttner, wiUi the help irf existing studies d)e 
nintierous negative effecu of various 
Jechfldt^cil IiiMvationt. 

Tliebo^ nevettbdess puts togcIheraBMe 
i dyMence to suggest that policiea ^ 
pfogtammet adopted to manafe the 
:eurifoainm'lni^ sRhe^ Women quiw 
ihelr wcirid^ 
s»^ ♦tatos.^liWuith la uWll at geneiai swfa- 
being. proUemt ciei^ hu^.the- 

: HW tsrihtph^ or.defoi^^ 


—BOOKS THAT MATTER— 

SCiENTIFiC COMMUNITIES AND BRAIN DRAIN 
A Sociological Study 

SUBODHMAHANTI, V.V, KRISHNA, E. HARIBABU, 
VINOD KJAIRATH, APARNA BASU (Ed.) 

An exploratory study of die migration of skilled scientific 
and technical pemonnel from our country to affluent West 
and its manifokl consequences. 
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ABN'AMRO Bank NV. 

INDIAN BRANOIES 

{tncorporattd in the NeOuHande wUk Lbid$ed Liability) 


BALANCE SHEET AS ON 31ST MARCH, 1995 



CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 
Deposits 
Boirowings 
Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and Balances with die 
Reserve Bank of India 6 

Balances with Banks and 
Money at Call and 
Shoit Notice 7 

Investments 8 

Advances 9 

Fixed Assets 10 

Other Assets 11 

TOTAL 


Contingent Liabilities 12 

Bills for Collection 
Notes to Accounts 17 


As on 
31.03.1995 
Rs. in OOO’s 

As on 
31.03.1994 
Rs. in OOO’s 

150.000 

810,252 

8.007.783 

3.458,678 

150,000 

558.041 

6,921.654 

1.642,699 

361,450 

337345 

12,788.163 

9.609,939 

1.049,822 

410,017 

281390 

2,531,369 

8,050,117 

122,945 

752.520 

44,630 

2,882,730 

5.847,085 

124,444 

301,033 

12.788.163 

9.609,939 

54,471315 

21,682,540 

646,111 

3.091312 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
SISTMARCH. 1995 


Year Ended Year Ended 
31.03.1995 31.03.1994 
Rs. in OOO’s Rs. in 



L INCOME 

Interest earned I 

Other income 1 

TOTAL 

IL EXPENDITURE 
Interest expended 1 

Operating expenses I 

Provisions arid 
contingencies 

TOTAL 

m. PROFTT 

Net profit for the year 
ProGt brought forward 
firom last year 

TOTAL 

IV. AI^ROPRIATIONS 
Transfer to Statutory 
Reserves 

Transfer to Property 
Investment Reserve 
Transfer to Head Office 
Balance casried. forward 
to Balance Sheet 

TOTAL 

Notes to Accounts Tl 


U264.900 

284.989 


1.549.889 1.023342 


272.777 


1.323.978 




404,272 

188.903 

280.356 


873331 


225.911 149.811 

328.455 216.106 


554366 365.917 


45,182 29,962 

7300 

509,184 328A5S 


554,366 365.917 



Per our report of even date attached 


Sd/- 

For S. R. BATLIBOl A COMPANY 

Chartered Accountants 


Sdf- 

Per Nawshir H. Mirza 

A Partner 
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Ashok iUimr 

Bombay; June 26, 1995 
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ABN-AMRO Bank N.V. 

INDIAN'BRANCHES 

(lueorponUil bt tiu Nnlurlmis wUt Umbtd LkAUUy) 


SCHEDULES FORMING PARI OF THE BALANCE SHEET AS ON 31ST MARCH, 1995 


As on As on 
31.03.1995 31.031994 

Rs. in OOO’s Rs. in OOO’s 




Scheduk 1—Capital 

I. Amount of Deposit kept with 
the Reserve Bank of India 
under Section tl(2Xb) of 
the Banking Regulabon 

Act. 1949 

II. Amount brought into Imha 
by way of stait-up Capital 
for a new branch 

Schedule 2—Rcaerves 
and Surplus 
I, Statutory Reserves 

(Reserves u/s ll(2Xb)(ii) of 
the Banking Regulation 
Act, 1949) 

Opening Balance 
Additions dunng the year 


II. Capital Reserves 

III Property Investment Reserve 
Ad^tions dunng the year 


IV. Head Office Charges Reserve 
(Refer Note no 2.1.) 

Opening Balance 
Addiaons during the year 


V. Balance of Pmfit 


Schedule 3-~Depaaito 
A I. Demand Deposits 
i) Prom Baidu 
H) Prom Others 

U. Savings Bank Depositt 

IlL Thib Dtpoaitt * 
i) Prom Banks 
U) Rpom Othcn 


qf bnaches 


B) Depositt irf bmisdies 
oottMe folia 


163,200 107,200 


150,000 150,000 


113JI7 

45,182 


158,499 


3,741 


82,749 


82,749 


29,779 

26300 


56,079 


.184 


810,252 


144.990 

1X170381 

311,174 

344.774 

6.136364 


8,007,783 


83,355 

29.962 


113,317 


3,741 


75.249 

7,500 


82,749 


1639S 

13,181 


29,779 


558,041 


52313 

689313 

703.S22 

35Z399 

5323.405 


6.921.654 


tjatn.'fss 



Schedule 4—Borrowings 

I Borrowings in India 

i) Reserve Bank of India 

ii) Other Bulks 

lit) Other institutions 
and ageiKies 

II Borrowings outude India 


Secured borrowings included 
in I A 11 above—^ Nil 

Schedule S—Odicr 
Liabiides and ProvttloiiB 

I Bills payable 

II Inter-^ce adjustments (net) 

III Interest acciued 

IV. Others (including provisions) 


Schedule 6—Cash and Balances 
srith the Rcanrve Bank of India 

1. Cash in hand 
(induding fordign 
currency notes) 

D. Balances with the 
Reserve BoUt bf India 

i) In Current Aocountt 

ii) In Other Accounts 


Schedule 7—Balances 
widi Banks and Money 
at Cai and Short Nodcc 

1. In India 

i) Balsnces with Banks 
In Current Accounts 

ii) Money at CaU and 
Short Notice 
with Banks 


n. Outside India 

In Current Accounts 


As on 

31 03 1995 
Rs in 0(X>’s 

As on 

31 03 1994 
Rs in OOO’s 

1,186,100 

539,770 

700,000 

55,495 

25,900 

1,706,908 

391353 

495,851 

3,458,678 

1.642,699 

109,114 

UlO 

121,069 

130.057 

84.623 

1 29391 

92,485 
131.146 

361,450 

337345 


20,774 

1,029.048 


1.049322 


12,028 

397,989 


410,017 



6.921.654 


281390 


87 


44,630 




1577 
























































1 


ABN AMRO Bank N.V. 

INDIAN BRANCHES 

(Incorporated in the Netherbmds with Lbnited UrAiUty) 

SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH, 1995 



As on As on 
31 03 1995 31 03 1994 
Rs in OOO’s Rs m OOO’s 



Schedule 8—Investment 
I. Investments in India 

i) Govcmmcni Secuntics 

II) Other Approved Securities 

III) Shares 

iv) Debentures and Bonds 
V) Others 


Other Investments 
include 

Commercial Paper 
Umt Trust of India 
Initial Capital (at ^osl) 
Umt Scheme 1964 
(Repurchase price 
Rs 6,139, Previous 
year Rs 3,420) 


Schedule 9—^Advances 
A i) Bills purchased and 
discounted 

ti) Cash credits, overdrafts 
and loans repayable on 
demand 
111 ) Term loans 


Less Bills rediscounted 


B i) Secured by Tangible 
Assets 

ii) (Covered by Bank/ 
Government Guarantees 
III) Unsecured 

Less Bills rediscounted 


I, Advances in India 

i) Priority Sector 

ii) Public Sector 
111 ) Banks 

iv) Others 


Less; Bills rediscounted 


2.340,449 
76,759 
20,000 
50,000 
_ 44,161 

£531^ 


39.486 

50 

4,625 

44.161 


2.449,543 

46,510 


m,bi2 

2,882,730 

381,860 

50 

2,767 

386,677 


Schedule 10—Fixed Assets 
I Premises 

1 ) At cost as on 31st March 
of the preceding year 
ii) Additions dunng the year 
III) Deductions dunng the 
year 

iv) Depreciation to date 


II Other Fixed Assets 

I ) At cost as on 3Ist March 
of the preceding year 

II ) Additions dunng the year 

III) Deductions dunng the 
year 

iv) Depreciation to date 


2,748,922 2,305,417 Schedule 11—Other Assets 


5,954,675 
_ 77,600 

8.781.197 

731,080 


8,050,117 


4,423,784 

2,564,366 

1,793,047 


8,781,197 

731,080 


3,982,693 

23,333 

6,311,443 

464.358 


W7^08_5 

3,602,086 

1,366,456 

1,342,901 


6,311,443 

464,358 


8,050,117 5,847,085 


I Interest Accrued 

II Advance Tax and Tax 
Deducted at Source 
Less Provisions 

III StaUonery and Stamps 
IV. Others 


Schedule 12—Contingent 
Liabilities 

I Claims against Bank not 
acknowledged as Debts 

II Liabilities for Partly Paid 
Investments 

III. Liability on Account of 
Outstanding Forward 


As on 

31 0§ 1995 
Rs in OOO’s 

As on 
31.03.1994 
Rs. in OOO's 



82,089 

16 

81,885 

204 

(11,805) 

(8,107) 

70,300 

73,982 

96,732 

19,122 

78,116 

19,405 

(1.191) 

(62,018) 

(789) 

(46.270) 

52,645 

50,462 

122,945 

124,444 

180,765 

131,285 

79,271 

5 

492,479 

18,573 

92 

151,083 

752,520 

301,033 


12,442 35,337 


3,377,821 

99,199 

305,734 

4.998,443 


8,781,197 

731,080 


2,611,245 

65,884 

878 

3,633,436 


6311.443 

464,358 


8,050,117 5,847,085 


Exchange Contracts 

45.583,888 

15,686.153 

IV. Guarantees given on bdialf 



of Constituents 



1 ) In India 

2,205,036 

2396,902 

li) Outside India 

4^.849 

32071 

V. Acceptances. Endorsements 



and Otlwr (%ligations 

5,442,016 

2378.415 

VI. Other items for which Bank 



is contingently liable 

751,080 

464,358 


54,471.315 

21.682340 
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ABN AMRO Bank N.V. 

INDIAN BRANCHES 

(Inciuporated in NetiterUmds with limited liability) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 3IST MARCH. 1995 



Schedule 13—Interest Earned 

I. Interest/Di&count on 
Advances/Bills 

II. Income on Investments 

HI. Interest on ba)ance.s with the 
Reserve Bank of India and 
other Inter-Bank Funds 
IV. Others 


Schedule 14—Other Income 

I. Commission, Exchange and 
Brokerage 

II (LossVI^fit on Sale of 
Investments (Net) 

III. Loss on Revaluation of 
Investments (Net) 

IV. Profit/(Loss) on Sale of 
Land, Buildings and Other 
Assets (Net) 

V. Profit on Exchange 
IVansactions 

VI. Miscellaneous Income 


Schedule 15—^Interest Expended 

I. Interest on Deposits 

II. Interest on Reserve Bank 
of Indiadnter-Bank 
Borrowings 

III. Others (Including SWAP costs) 


Year Ended 
31 03.1995 
Rs. m OOO’s 

Year Ended 

31 03,1994 
Rs. m OOQ’s 

817,595 

419,979 

603,976 

222,129 

25,472 

1,854 

13,383 

2,959 

1,264,900 

842,447 



122,983 

58,224 

(24,270) 

55 

(20,081) 

(1.580) 

193 

(63) 

199,166 

6,998 

116,386 

7,873 

284,989 

180,895 

390,816 

300,630 

263,928 

135,376 

76.944 

26,698 

790,120 

404,272 





Schedule 16—Operating 

Expenses 

I Payments to and Provision 
for Employees 
(including allowances to 
expatnates for earlier years) 

II Rents, Taxes and Lighting 

III Printing and Stationery 

IV. Advertisement and Publiaty 

V Depreciation on Bank's 

Property 

VI. Directors’ Fees, Allowances 
and Expenses 

VII Auditors’ Fees and Expenses 

VIII. Law Charges 

IX. Postage, Telegrams, 
Telephones 

X Repairs and Maintenance 

XI. Insurance 

XII. Other Expenditure 

XIII. Head Offi« Charges 


Year Ended 
31 03.1995 
Rs in OOO’s 

Year Ended 
31.03.1994 

Rs. in (XXI’s 

90,997 

51,762 

30,220 

24,127 

5,582 

6,064 

4,241 

2,973 

20,284 

30,491 

20 

13 

250 

130 

3,714 

762 

20,648 

13,914 

23,577 

18,888 

5,128 

3,168 

30.120 

23,430* 

26,300 

13,181 

261,081 

188,903 




Sdwdule 17—^Notes Fonniiig Part of the Accounts for the Year Ended 31st March, 1995 

1, Principal Accountiiig Pofldes 

1.1. General 

The accompanying financial statements have been prepared according to the historical cost convention and conform to the generally 
accepted accounting pnnciples and to the practice prevailing wimin the banking industry in India 

1.2. Foreign Cinrency Translation 

a) Assets and liabilities in foreign curre ncies at well as outstariduig forward exchange contracts are revalued at the appropriate 
year end rates as specified by FS3AI and the resultant gains or losses have been taken to the Profit and Loss Account 

b) The Indances teht umw the Foreign Currency Non Resident [A] deposit scheme are stated at the rates specified by the Reserve 
Bank of India fiom dme. to time. 

c) Ouistamhng fbiward exchange contracts have been disclosed as contingent liabilities at the contracted rales. 

1.3. Investments 

a) The Bank’s entire investment poitfbUo has been treated as “Qirrent Investments” and the same has been valued at the lower 
of cori and tnatket value in aggr^ale, categorywise, as per the guideiines issued by the Reserve Bank of India. 

Ihe maitet value ftar this purpose has been ascertained on ttie basis of the Tield to Maturity” method wherever reliable Stock 
Bxciwige quotations are not available. 

The cost for this putpose is the cost of acquisition and in case of Zero Coupon Bonds, includes discount accrued over the 
remahiing tenure of the aeeurlty. 
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Restructuring the Ikx System in India 

A Reappraisal of Key Issues 


KSandaram 
VPaiuUt 
B Mukherji 

!n considering a switch over to value added taxation or any of its variants, what is of fundamental importance 
is the effect on resource allocation in the economy and resource transfer to the government. This implies that what 
needs to be considered is the revenue that is generated under alternative systems and the structure of absolute and 
relative prices associated with each. 

This paper examines the central issue of revenue neutrality and relative prices under alternative tax systems and 
clarifies the phenomenon of cascading. In analysing the issue of cascading, the authors distinguish between a pure 
exchange or trade model and model of production with produced inputs subject to taxation. 


THAT ibe systtm of indirect taxation in 
India i$ urgently in need of reforms is hardly 
disputed. Expansion of the tax base, reduction 
in evasion, simplification of rules to bring 
about transparency and efficiency should 
obviously be the objectives of any tax reform 
policy. However, the achievement of these 
objectives is more or less independent of the 
mode of tax collection or the base on which 
tax obligations are calculated. This is .so for 
two reasons. First, the factors whicll have 
resulted in unending legal disputes, 
inefficient enforcement, large-scalecvasion, 
etc. are not due simply to the mode of 
taxation. This being the case, the view that 
a switch over to the value added taxation 
(VAT) is the panacea for ail aforesaid 
problems is clearly untenable. Secondly, 
expiuision of lax base by bringing services 
within the purview of taxation, simplification 
of rules, efforts at bringing about greater 
harmonisation of tax rates across states and 
other similar reforms need not be and are 
not tied to a switch over to VAT. 

What we consider to be of abiding and 
fundamental importance in consideration of 
a switch over to VAT or any of its variants 
is the effect it has on resource allocation in 
the economy and resource transfer to the 
government. This implies that what needs 
to be considered is the revenue that is 
generated under alternative systems and tiw 
structure of absolute and relative prices 
associated with each. 

Another issue that has coim in the way 
of a proper assessment of alternative tax 
systems is the question of cascading. This 
is widely identified as a im^r .defect not 
only of the central excite tax ri^ime in 
ojtenthNi in India until recently but also 
of the system of sales tax cturently in 
operation at the state level. As we shall 
show.pretetttly. there is cewtei|erabte. 
Odilon what GonsbtojM caacadiRg. 


and the situations under which such 
cascading occurs. 

This paper seeks to examine carefully 
the central issue ot revenue neutrality and 
relative prices under alternative tax 
systems and to clarify the phenomenon of 
ca.sc;.Jing. In both cases, the focus will be 
on a clearer understanding of the issues. 

in analysing the issue of cascading, we 
distinguish between what we call a pure 
exchange or trade model (Section I) and a 
model ot production with produced inputs 
subject to taxation (Section 11). This is 
followed, in Section III, by a discus.sion of 
the question of i evenue neutrality and relative 
prices under alternative tax systems. Brief 
concluding observations arc presented in 
Section IV. 

I 

A Pure TruJe Model 

Let us consider Hist the case where no 
produced inputs arc used. A simple 
illustration of such a situation would be a 
chain of pure trading transactions where a 
person with an exclusive control of a natural 
springsellsthewateralaprorittoawholesaier 
who sells it to a retailer who in turn sells 
it to the final consumer, with the wholesaler 
and the retailer, each, collecting a profit. 
This is, in fact, the model underlying a 
numerical example givenin the NIPFP1994 
report. Reform if Dtmestic Trade Taxes in 
India: Issues and Options, subsequently 
referred to as the Reptm, to illustrate me 
phenomenon of casca^ng.' (Table 2.2, p 10 
which is reproduced hm as Appendix I, 
Table A I.) Before ^weeding to examine 
the question of cascxMhng in such a model 
of pure exchange, notice that the profits 
collected by the owner of the spring, the 
wholesider and the twailer constitute the 
viUtte added. It wopIdi Of course, be possible 


to introduce labour costs or wages paid to 
the workers at each stage, without altering . 
the essential character of a pure ‘trade’ 
model. 

Let us begin with the simplest case of a 
first point Sales Tax (FST). It is useful to 
consider this case because, there is sometimes 
a tendency to lump this with turnover taxes 
(TOT) and consider both to have the same 
property «)f cascading. InTaUe I wepre^t : 
a simple numerical example of price bui|d< . 
up from the initial producer to the final 
consumer under a 10 per cent ad valorem 
first point sales tax. To judge the price and 
lax revenue outcomes in this case (and in 
ohicrcases), we construct a parallel exercise 
under a value added tax - also levied at 10 
per cent ad valorem (Table 2). 

A comparison of Tables I and 2 will show 
that the final price to the consumer under 
V AT is higher than under a simple first poiM 
sales lax. This, of course, does not imply 
that there is any cascading under VAT. For, 
the difference between the price under VAT 
and that under a first point sales tax is fully ' 
accounted for by the change in value added 
(in this case, profits) and the change in tax . 
revenue. We have: 

264.275 - 247.5 * (240.25 - 2.17.5) 

+ (24.025 - 10) 

It must be stressed (hat the fact that profits . 
(value added) are higher becailse the 
multiplicative mark-up is being applied on 
a higter, tax-inclusive, price at the preceding 
stage is irrelevant to an assessment of the 
presence or absence of cascading. It is also 
easily seen that the higher level of profits 
(and, therefore, value added) under VAT 
arises simply from the multiplicative form 
of the mark-up. If, instead, we were toassume 
that the mark-up is additive, in the sense that 
it is a fixed amount per unit, there will indeed 
be nodftfferenoe in value added (read profits) 
under the two casesl 
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K tionpanson of Tables 1 and 2 also 
btidgi out a more valid critique of the FST 
Ih oi^r to generate the same revenue under 
PST as under VAT, the lax rate under the 
former will need to be higher which in turn 
may induce greater tax evasion 
It might be argued that even though FST 
doesnotcascade.TOrdo Inordeitoexanune 
this, we construct, under the same set of 
tnitiai OHidittons and assumptions about 
profit mark-up, anothernumencal example - 
this time with TOT levied at a uniform rale 
of 10 per cent ad \alorem (Table 3) 

A companson of 1 ables 2 and 3 shows 
the price to the final consumer to be higher 
(Rs 299 475) under a TOT that under VAT 
(Rs 264 275) What is important to note, 
however, is that the dilfercnce in the prices 
under the two alternative tax systems is just 
equal to the sum of (he differences in value 
added and in tax revenues This is, of course, 
an exact analogue ot the difference between 
the pnee under VA f and that under FST 
Clearly, in this model ol pure "trade’, i e 
one in which there is no production using 
produced inputs which arc taxed, there is no 
cascading evin m the laseo/tumm er la xes 
That profits are higher under a 
multiplicative mark-up system b ised as they 
are on tax-inclusive unit values docs not 
imply cascading - exactly as in the 
companson between VAF and FST In the 
case of an additive mark up, since the prolits 
are indcntical under VAF and turnover tax 
the diftcrence in the price to the final 
consumer arises simply Irom a diftcrence in 
the lax revenue realised (Tables 4 and 5) 
The above result has an inicresting corolLiry 

Given that under identical tax rales the tax 
revenue is higher under TOT than under 
VAT, a lower l ix rale will be idequate to 
generate the same revenue as under VA I 
Consequently foi the same tax i eve nue TOT 
will also generate lower incentives tor lax 
evasion thin VAT 

II 

A Production Model 

Let us mm turn to a consideration of alter 
native tax systems in a model of pioduction 
where produced goods subject to taxation 
are used us inputs in addition to labour 
Here we distinguish between two variants 
of the value added tax In the first vanant 
the tax base is directly the value added at 
a given stage of prrxluciion ' This is called 
VAT The second vanant is the invoice 
based tax-c redii system in which lor a given 
commodity, the tax liability is calculated on 
the pre-tax sale pnee at the rate applicable 
to that commodity and then tax credit or 
rebate equal to (he tax component in the 
inputs purchased is allowed This is called 
the rebate-adjusted tax system or RAI for 
Short The VAT and the RA F arc contrasted 
• with a non-rebateable excise duty regime. 
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usu^ly desenbed as a cascading tax system 
or CAT for short 

To keep the discussion simple, we consider 
a two-sector economy with the output of one 
sector entering as an input in the production 
ol the other Formal algebraic models 
corresponding to the three tax systems, along 
with the solution lor the prices, are set out 
in Appendix II Before presenting the results 
of illustrative simulations for a two-sector 
production system, two points ment attention 
First, given that, underRAT, the tax-credit 
IS admissible at the rate of tax applicable on 
the commodity used as an input and the tax 
liability IS at the rate applicable to the output, 
the net tax payable on the input may be 
negative, rero or positive, depending on 
whether the tax rate applicable on the input 
IS greater than, equal to or less than the tax 
rate applicable on the output This has an 
important implication In a multi-commodity 
inter-dependent production economy, RAT 
will be equivalent to a VAT if and only if 
thetax rates applicable on all the commodities 
are identical 

In general with dif terent rates of tax being 
levied on ditfcrent commodities under the 
invoice-based tax credit system recommended 
by (he Chelltah Committee and the more 
recent NIPFP Report inputs will cany taxes 
(negative oi positive) So that, with non 
uniform lax rates across sectors, a range of 
benefits from a switchover to VAT that arc 
premised on the freeing of inputs from tax 
ation will nor m fact matenalisc under RAT 
Second in a model of inicrdependent 
production multiplicative mark-up may pose 
problems ot economy wide viability ansing 
from the break down of the Hawkins-Simons 
conditions * The system of pnee formation 
equations in an input-output system will 
break down it the (multiplicative) mark-up 
factor exceeds a cntical value To put it 
ditferently in a regime of universal 
multiplicative mark-up, while individual 
agents may think that they arc free to choose 
the mark-up factor collectively they do not 
have an unrestricted coice in this matter 
In addition to the above, as noted in our 
analysis ot a pure exchange or trade model, 
under a system ot multiplicative mark up 
the level oi profits (and hence value added) 

1 $ nut independent of the tax-inclusive prices 
underlying the costs As we saw in our 
companson ot results under FST and VAT, 
relative to the former proFils are higher 
under VAT than under FST - precisely 
bccausealargerlaxrcvcnueisbeingcollected 
under VAT This is characiensed, in our 
judgment wrongly as cascading This feature 
will also be present in a model of inter¬ 
dependent production 
In order to avoid possible problems with 
viability conditions, and to focus attention 
on the core issue of cascading, we present 
simulation results only for a model with 
additive mark-up 


For purpoaea ot iimuunon, wcqtaaaa 
a simile two-sech>r ingdet Uontief- 
type^ fixed production coefficients. By 
normalisation of umUt we treat the direct 
input-requirement of own output as zero 
(i e, - 0) The two Leontid' coefficients 
a ,2 and a,, are taken to be, respechvdy, 0.10 
and 0 15 The labour co^aent, a,, and 
a„, are set equal to 3 and 5, respectively. 
Tlie wage rate, per unit of labour, is assumed 
to be uniform across sectors and invariant 
across systems 

Two alternative specifications are 
explored In the first case, the tax rates are 
kept identical across the two sectors at 10 
per cent In terms of the notation, used in 
Appendix II,t 3 ssk =0 10 In an alternative 
specification, lax rates for the two sectors 
are different but, for a given sector, same 
across lax systems More specifically, it is 
assumed that t, = s, = k, 3 010, and, t, 3 
Sj 3 kj 3 0 20 The levels of output in the 
two sectors is invariant across tax systems 
and. for concreteness, x, 3 200 and Xj=300 

Tables 6 and 7 present, respectively, the 
simulation results under a regime of uniform 
and differentiated tax rates A companson 
ot the two tables provide confirmation, if 
at ail needed, tor the result that the outcomes 
under VAT and RAT are identical when the 
tax rates are the same across the two sectors 

Tabi F I Pricf Fokmulation in a Model of 
Ihade with Multipucative Mark-Up with 
First Point Sales 1 ax (FST) 

Producer/Seller 

~7i — 5 -r 


1 Cost of tnputs/purchase 

0 

I!0 

165 

2 Profits = value added 

100 

55 

82 5 

3 ITice before lax 

100 

165 

247 5 

4 FST 

to 

ml 

ml 

5 Selling pnee 

no 

165 

247 5 

6 Total value added 

- 

- 

237 5 

7 Total lax revenue 

- 

- 

100 


Noiei FST 10 per cent ad valorem tax levied at 
first point of sale 

Mark up Producer A fixed amount 
Sclieni B and C 50 per cent on purchase 
price 


Table 2 Price Formulation in a Model of 
Trade WITH Moltiplicativf Mark-Up 


UNOFR 

VAT 



■ ProdMapr/SsilsT..., 
ABC 

1 Cost of inputs/ 




purchases 

0 

no 

17050 

2 Profits 3 value added 

too 

55 

85 25 

3 Pnee before tax 

too 

165 

25575 

4 VAT 

10 

550 

8 525 

5 Selling pnee 

no 

17050 

264 275 

6 Total value added 

Jt 

- 

240250 

7 Tobil tax revenue 

- 


24,025 


Nates VAT 10 per cent on vidtie added. 
Mark-iqi producer A fixed amount 
Seliera B and C 50 per cent on purchase 
price 
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tut im dii^f. 

Aitb, as ei^ted in a regime of additive 
nuric-ops. the vatue added remains invarituit 
to (he system of taxation. 

Inassessingthediffcrencesinprices across 
tax systems, note that the unit price of a 
commodity is equal to the sum of the value 
added plus the material input costs plus the 
tax>revenue - all expressed in per unit terms. 
Consequently, (he difference between the 
unit price of a commodity under two 
aimnative tax systems will also be equal to 
the aigbbraic sum of the differences in the 
three components. In other words, A price 
= A value added + A material costs « A tax 
revenue. 

Now, as wc have noted previously, under 
aregimeof additive mark-up the value added 
per unit of output is the same across tax 
systems. So that, in this ca,sc, the difference 
in the price of a commodity under two-tax 
systems is the sum of only two components, 
namely, the differenceinmatenal input costs 
and that in tax revenue. 

Let us compare now the prices (and costs) 
under CAT and RAT, It is clear that unit 
prices in both sectors are higher under CAT 
than under RAT. More significantly, from 
the perspective of cascading, the difference 
in prices (for a given sector across tax 
systems) is not fully accounted for by the 
difference in tax-revenues realised per unit 
output. A part of the diffctcnce m unit prices 
is due to the higher material input costs per 
unit of output under CAT (relative to that 
under RAT). This is the essence of the 
phenomenon of cascading.' 

Having noted the presence of cascading 
under CAT, it is important to stress that (he 
pnneipai, indeed overwhelming, component 
of the difference in the price under'CAT and 
that under RAT (or VAT, for that matter) 
is the higher tax revenue per unit realised 
under the former tax system. 

Ill 

Revenue Neutrality and 
Relative Prices 

Paircomparisons of tax-revenue outcomes 
under alternative tax systems require that we 
hold invariant the structure of the economy, 
the implicit lax base and the level of efficiency 
in tax administration. In particular, the 
argument in the Report, that the loss of 
revenue arising from a switch over to VAT 
can be made up (or more than made up) by 
widening the tax base (to cover services) and 
better enforcement is misleading. Extra 
revenues through improved efficiency and 
extension of the (ax base to cover services, 
etc, have to be simply viewed as additional 
revenues that would be available under all 
the alternative tax systems * 

Equally important in any analysis of 
aJtemative m systems is die question of 
price (mioomes- both abstdute and reiative. 


Tims, for example, theinipwt on the general 
price level and the rate of inflation arising 
from a switch over to VAT has been a 
major conce.m in many diScussionson VAT 
[Tait 1991 ]. The issue of relative prices, is, 
of course, central to any analysis of resource- 
allocation and efficiency hnplications of a 
choice of a tax system. 

Taking both considerations into account, 
the focus of uur comparative analysis of 
alternative tax systems in this section will 
be on price outcomes with revenue neutrality 
under a given coverage and efficiency in tax 
administration. 

To examine this issue, we need to consider 
an economy with a number of sectors (say.n) 
which are interdependent in production. For 
simplicity, we may assume a Leontief 
technology on the same lines as in the 
preceding section and write out price and 
revenue equations for a n-sector economy 
under alternative (ax systems, analogus to 
those worked out for a two-sector economy 
as given in Appendix II. One would then 
have to choose a set of tax rates which yield 
the .same revenue under all altemativesystems 
and work out the price implications of tax 
■ rates chosen m this way. 

Two approaches to revenue neutrality are 
possible here. 

In the first instance, one may ensure that 
tax revenue is fixed for each sector so that 
in a n-sector economy there are n constraints 
and an exact number of choice variables (tax 
rates) or degrees of freedom. The problem 
is computationally simple in a linear system. 
In principle, the procedure would be simitar 
in a non-linear system. However, in this 
case, a multiplicity of solutions and 
infeasibility of solutions could arise. To 
avoid this problem suitable regularity 
conditions are needed. 

Alternatively, we may deal with the 
problem in a more familiar way but equating 
total tax revenue for the entire economy 
which impo.scs only one coastraint and 
costs only one degree of freedom. The 
remaining n-1 degrees of freedom can then 
be used to choose tax rates so as to ensure 
this (he n-l relative prices have some 
desirable properties. For example, since VAT 
isgeneraliy viewed as having snmcdcsirablc 
charactenstics, one may cany out the above 
exercise taking the price outcomes under 
vat as a reference set. Thus, one would 
first choose a set of tax rates for VAT and 
work out tax revenues and prices that go 
with these rates. Then one can choose 
corresponding lax rates for CAT (or 
whatever other system may be under 
consideration), so as to ensure overall 
revenue neutrality and (n-1) relative prices 
that would be identical with that under 
VAT. 

A remarkably robust analytical result, 
corroborated by numerical exercises, turns 
out to be that sectorgi tax rates that ensure 


itvewe txx^ality Usd' lead td iden^^ 
sec^ai prices under ^ tax sysimn& ; 
result is robust irrespective of whetlier( 4 ^'; 
maric-up is additive or multiplicmive; <b)' 
revenue neutrality is sectorwise or in the 
aggregitte widt given relative prices; and, (c) 
some sectors ate exempted or not. 

In other words. 

So long as a given quantum of tax revenue 
iscoliected from ea^ sector price outemnes 
are invariant to the mode of collection of 
taxes [Pandit, Sundaram and Mukhoji 1993] 


This result is indeed important, much more 
than what may be apparent. For, it knocks 
out the very basis of the widely held view 


Table 3: Price Formulation in a Model or 
Trade with Multiplicative Mark-Up jUNOsa 
A Turnover Tax (TOT) ' ' 




A 

B 

C 

1 

Cost of inputs/ 





purchases 

0 

no 

181.50 

2 

Profits = value added 

100 

55 

90.73 

3 

Price before uix 

100 

165 

272.23 

4 

TOT 

10 

16.50 

27.223 

.S 

Selling price 

110 

181.50 299.475 

6 

Total value added 

- 

- 

245.730 

7 

TotoJ tax revenue 


- 

53.725 


Notes: TOT; 10 per cent ad valorem on the U)t>i 
turnover at each stage. 

Mark-up 1 Fixed amount pet unit; producer 
A; Rs 100; Sellers B and C; Rs SO 


Table 4; Price Formation in a Trade Model 
with Additive Mark-Up under a Value 
Added Tax 


Pfoducer/Seller 



A 

B 

C 

1 Cost of inputs/purchascs 

0 

no 

165 

2 Profits = value added 

100 

50 

50 

3 Price before tax 

100 

160 

213 

4 VAT 

10 

5 

3: 

S Selling price 

no 

165 

220 

6 Total value added 

- 

- 

200 

7 Total ux revenue 

- 

- 

20 


Notes. VAT : 10 per ccni ad valorem on value 
added 

Mark-up fixed amount per unit; producer, 
A; Rs 100; sellers B arid C' Rs 50. 


Table 5: Price Formation m a Trade Model 
WITH Additive Mark-Up under a Turnover 
Tax (TOT) 


Producer/Scllef 



A 

B 

C 

1 Cost of inputs/purchases 

0 

no 

176 

2 Profitsvalue added 

100 

50 

SO 

.3 Price before tax 

100 

160 

226 

4 TOT 

10 

162 

2.60 

5 Selling price 

no 

176 248.60, 

6 Total value added 

- 

- 

200 

7 Total lax revenue 

- 

- 

.48.60 


Notes'. TOT: 10 perccntadvri/oremontheioial 
turnover at each stage. 

Mark-up: Fixed amount per unit; producer 
A; Rs 100; sellers BandCRSSOperunit.' 
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thatCATleads to misallocation of resources. 
It is true that, with given tax rates, the 
difference between prices under CAT and 
those under VAT is not entirely accounted 
for by the additional tax revenue. But this 
‘ is immaterial so long as wc can choose tax 
rates under CAT so as to yield any “desirable’ 
set of prices and a pre-spccificd quantum of 
csvenue.’ 

Zero-rating under RAT. would, however, 
pose a problem. Notice that, under RAT for 
a zero-rated sector the revenues will be 
negative since the positive tax element in 
the inputs used in its production will need 
to be rebated. .Since the tax rates have to be 
hon-negalive, the sy.stcm of taxes underCAT 
cannot simulate negative revenues. Lest this 
is seen as a major problem, it is important 
to stress that it the standard ot rctcrencc is 
the set ot price and revenue outcomes under 
a VAT. zero-rating a sector and excepting 
that sector have the same effect and the 
results stated above become relevant. Under 
RAT, however, exempt! ng a sector and zero- 
rating that .sector are not equivalent. This, 
of course, raises the question whether the 
proposals to exempt under MOD VAT/ 
MANVAT. some items (and small-scale 
pnxiucers) is motivated by considerations of 
administrative convenience or, of assisting 
the producers by freeing them from the 
burden of duty on inputs. If it is the latter, 
exempting a sector or a class of producers 
will not achieve the stated objective. 

For illu.strdAve purpo.ses wc carry out a 
simulation exercise similar to the one 
discussed in Section II. The difference is on 
two counts. In the first instance wc consider 
three rather than two sectors to permit the 
introduct ton of a zero-rated sector. .Secondly, 
wc now solve the system diflercnlly. For 
given VAT lax rales t,. t, and i, we determine 
corrcspitnding CAT tax rates k,. k, and k, 
and RAT tax rates .s,. s, and s, such that (a) 
total lax revenues under CAT and RAT arc 
the same as under VAT and. (b) the two 
relative prices, namely, q/q, andq,/q, under 
CATand. V2/V1 and V3/VI under RAT arc 
the same as P,/P| and P,/P, under VAT. 

For the said exercise wc assume the 
following parameters: 

W=l(X);x' = (96<X) 4a) 3000); re = { 10 8 6) 

0 0.20 0.12 

As 0.15 0 0.14 a, =(0,15 0.10 0.08) 

0.07 0.10 0 

In Table 8 wc report the results of the 
simulation exercise regarding tax rates, 
sectoral revenues and prices when the CAT 
tax rates k,. k, and k, and the RAT tax rates 
s,. s, and arc left free to adjust to ensure 
that total revenue is the same as under VAT. 

A few features of these results need to be 
highlighted. 

First, as is to be expected, tax rates are 
tte lowest under CAT and second lowest 
Under RAT. This, by itself, is not important 


ISM 


except to the extent that higbeirtax rates msUf 
induce greater tendeircy for tax evastpn. 
Second, even though we require only total 
tax revenue to be maintain^ at the VAT 
level it is indeed the case that the revenues 
arc maintained as the VAT level for each 
sector individually. Third, the prices under 
the three systems are identical. 

Now wc repeat the foregoing exercise 
setting the tax rates in sector 3 to be equal 
tozerounder all systems. With this constraint, 
added to the condition of total revenue 
neutrality, in this three-sector model we 
have only one degree of freedom left. This 
can be used to fix only one relative price 
equal to that under VAT. In this exercise 
wc thus set q./q, and V/V^ to be equal to 
Pj/P,. 1 he results are given in Table 9. 

Four points are noteworthy. First, all 
sectoral prices and revenues und -'-CAT and 
VAT are identical. Second sector 3 being 
zero rated, under RAT producers in this 
sector have to be subsidised to the tune of 
taxes they have paid on their purchaitcs. This 
subsidy has to borne by pnxiucers in the 
other two .sectors ax indicated by higher tax 
rates. Second, prices for sectors I and 2 


under RAt are (hait ythdex yAT ot 
CAT while that for sectors, is |o^ under 
RAT than under the other two sysients. 
Clearly, this is because of the subsidy.ThM, 
under RAT, only one of the two relative 
prices is equalis^ to that under VAT. 

Finally, we turn to a set of exercises in 
the NIPFP Report seeking to demonstrate 
how the revenues from central excise at the 
level of 1991 -92 actuals can be realised even 
while extending the MODVAT to cover, 
among other items, petroleum products and 
capital goods. We refer here to Tables A. I. I 
through A. 1.5 (pages 112 through 115) of 
the Report. 

Two of the three major proposalsxroniained 
in the NIPFP exercise relate to withdrawal 
of exemptions and the imposition of a tax 
on services. Together, these two proposals 
are expected to generate Rs 3,800 crore at 
1991-92 levels of activity. These two 
proposals are not intrinsically tied to a 
switchover to VAT, or, in this case, an 
extension of MODVAT to petroleum 
products and capital goods. And, as such, 
the revenues generated by these two 
proposals would be available even in a 


Tablk 6: Costs. Pwets ano RfcVENucs in 'a Production Mooei. with Additive Mark-Up: 

Uniform Tax Rates 




Tax Systems 



VAT/RAT 

CAT 

CAT-VAT 

1 Value added 

Sector 1 
.310.00 

310 

0.00 

2 Maienal input cost 

91.46 

92.27 

0.81 

.3 Tax revenue 

31.00 

40.23 

9.23 

4 Unit prices 

432 46 

(91.2.3) 

442.50 

10.04 

5 Value added 

.Sector z 

515,00 

515.00 

0.00 

6 Maicnul input eosl 

43.25 

44,25 

1.00 

7 Tax revenue 

51..50 

.55.93 

4.43 

K Unil prices 

609 75 

(81..58) 

61.5.18 

5.43 


Nmes- I Unifonn tax raie.s across seciors and lax systems: 10 per cent ad valorem. 

2 Value added. Material input costs and lux revenues in each sector are normalised on a per 
unit basts. 

.3 Figures within brockets indicate the percentage .shore of the difference in the two revenues 
in the total diricrencx- in unit prices 


Tabi E 7: Costs. Prk'es and Revenues in a PaoDurnoN Model with Additive Mark-Up 
D1FFERF.NTIAL Tax Rates 



VAT 

RAT 

CAT 

CAT-VAT 

I Value added 

310.00 

.Sector 1 

310.00 

310.00 

0.00 

2 Matenal input co.sl 

99.30 

99.78 

100.84 

1.06 

3 Tax revenue 

31.00 

22.68 

41.08 

18.40 

4 Price 

440.30 

432.46 

(94.55) 

4.51.92 

19.46 

5 Value added 

515 00 

Sector 2 

51.5.00 

513.00 

0.00 

6 Matenal input cost 

44.03 

43.25 

4.5.19 

1.94 

7 Tax revenue 

103.00 

106.93 

11Z04 

S.ll 

8 Price 

662.03 

66.5.18 

672.23 

» 7.05 


Noie.t: I Tax roles uniform across systems but different across sectors; llesiBfclaKI.IO; and. 
12 = s2 = k2 = .20 


2 Value added, material input costs and tax revenues in each sector are normalised on a 
per unit basis. 

3 Figures in brockets indicate the percentage share of the difference in Nix reveoun* in the 
total difference m the unit prices. 
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<jkies (iot take place: 

The third proposal is the iraroduction of 
a special non-rebateable, fton-^areable 
excise on nine 'major items, including, 
petroleum products, motor vehicles, rubber 
products, cement and plastics. This proposal 
to levy a non-rebateable and non-$hari»ble 
(with the states) special excise is projected 
to yield Rs 3,524 crore at 1991-92 levels of 
activity. Two comments would appear to he 
in order. 

First, the motivation. A principal 
motivation for this exercise in the NIPFP 
Report is rate rationalisation. As things stood 
in 1991 -92, the average rate of duty in many 
cases exceeded 20 per cent ad valorem. In 
some cases they were as high as 40 per cent 
and, in one case it was 75 per cent. Even 
in respect of a range of petroleum products, 
though levied as a specific duly, the 
equivalent ad valorem rates were as high as 
18 per cent for kerosene for domestic u.se 
and a little over 20 per cent in the case of 
motor spirits. These high rales represent an 
open invitation to evasion. As a pan ol the 
recommendi. u rate rationalisation, these rates 
were to be reduced to 5 per cent ad valorem 
for petroleum products and to be kept within 
the 10 to 20 per cent range for all other 
commodities. 

Secondly, and more importantly, the 
imposition of this special cxci.se on top of 
the existing MODVAT set of taxes will 
make for a mixture of a RAT and a CAT. 
In the case of petroleum products, an existing 
CAT-type tax is being replaced by a small 
rebatcable VAT and a large non-rebateable 
CAT. In the case of other products a larger 
RAT is being sought to be replaced by a 
combination of a RAT and a CAT. Such a 
mongrel tax system promises to be an 
administrative night mare besides generating 
price outcomes whose relatiomship to the 
desired VAT-based prices are far fromclear. 

IV 

Cohclusion 


. LM ua tarn now to ouTffihdpaf nnditjfgli 
1^ their Implications for lax reform. 

A key result from our analysis of cascading 
in a pure ‘exchange’ or tira^ model is that 
the two principal domestic trade taxes, 
namely, the first point sales tax (FST) and 
the turnover tax (TODdo not cascade. Thus, 
as long as the inputs entering the production 
proce.ss are not taxed, or, on a more practical 
plane, lightly taxed, the choice between FST 
and VAT will turn on the relative ease of 
collection of FST to be weighed against the 
possibly greaterinceniives toe vasion arising 
from the need to impose a higher rate of FST 
to collect the VAT revenue. On a parallel 
consideration, however, given at least 
L'omparable ea.se ol administering a TOT 
and a VAT, the lower rate of TOT required 
to generate a given revenue under VAT 
implies that the cv .ision-incentivc factor 
would favour TOT over VAT. Clearly, 
therefore, while a number of considerations 
may yet offer grounds for reforming domestic 
tra^ lakes, ca.scading, properly undcrstooil, 
IS not one of those considerations. 

What about production taxes? 

A key argument widely advanced in favour 
of a switchover to VAT is the need to free 
inputs from taxation .so that input choices 
arc made efliciently without being distorted 
by input-taxation. Our analysis with a model 
of interdependent production yields the 
result that, under an invoice-bused VAT 
(or RAT as we have labelled it) with non- 
uniform lax rates across sectors, inputs are, 
in general, not free from taxes (positive or 
negative). 

A particular case of non-unil«.>rm rates 
deserves a special con.sideration. This is (he 
case of /cro-rated sectors. In contrast to both 
CAT and an accounts-based VAT, zero¬ 
rating a sector under RAT does mil imply 
that the net revenue from that sector is zero, 
in fact, with the rebating of taxes on inputs, 
the revenue from a zero-rated sector under 
RAT will be negative. This has two 
i mplicalions. First, the producers in the zero- 
rated sector will have to collect the rebate 
from the government. (Strictly .this situation 


tvill arise In alt cases where the lax liaMIt^ 
- islessfhanUieiaxcreditavailabIconinputs). 
And, as anyone w«.u has had to deal with 
govemihent bureaucracy would readily 
testify, the costs of collecting the tax rebels 
are strictly positive (see Mukherji, Pandit 
and Sundaram 1993}. 

From the perspective of resource-use- 
efficiency, zero-rating under RAT has 
another disadvantage. Given that under a 
proper VAT - which has the advantage of 
freeing inputs from (axes - the tax rales can 
at be.st be zero (yielding zero revcmies). tlw 
relative prices involving the zero-rated sector 
under RAT cannot be rendered equal to that 
emerging under a proper VAT 

Seen from the above perspective, CAT 
scores over RAT orthc invoice-ba.sed version 
of value-added tax recommended by the 
Chcliiah Committee (1992) and the more 
recent NIPFP Reptirt. As has been illustrated 
in Tables 8 and 9 (and this can he rigorously 
proved for a general n-scctor economy^ 
with additive or multiplicative mark-up), 
the tax rates under the so-called cascading 
type iaxc.s, can be so .structured as tocxactly 
replicate the VAT prices (or any other set 
of “desirable” prices). Importantly, this 
stmciurc of CAT-tax rates will not only 
replicate VAT prices but will also ensure 
overall (or scctor-by-scctor) revenue 
neutrality. In fact, (he tax-revenues gener^ed 
under VAT can be replicated by CAT with 
lower ad valorem rates than under VAT, 
thus providing lower incentives for tax 
evasion. Curiously, the very phenomenon of 
cascading can be. as it were, turned on its 
head and used to oper.itc with loweriax rates. 

This brings us to our la.st point. In the 
NIPFP Report, III an attempt to preserve 
revenue neutrality and yet work with VAT 
(or rather RAT) tax rates in the 10-20 pCr 
cent range, wc have what can only be 
characterised as a bizarre .solution; the 
recommendation to impose an additional 
non-rebateable (and non-shareable) special 
excise on top of a VAT Whatever te the 
shape of a desirable tax regime, it cannot 
be this mongrel system. 


In hringiiigtogcther the resultsanddrawing 
out some impticaiions for tax reform it is 
necessary to reiterate that the principal focus 
of this paper has been on a reappraisal of 
key issues bewing on the choice of the tax 
system. This has meant that a range of issues 
relating to the implementation of VAT or 
its variants in a fed^ conrex t have not been 
examined here. Apart from thi availability 
of other ftviewsofthesequestions including, 
in particular, the NIPFP Report and an earlier 
study by Burgess, Howes and Stern (1993), 
this omission stems from pur view that at 
least some ttf the key issues such as gretoer 
harmonisatfon of tax rates and the to 
avoid unneceuary tax«coft^f>miiion across 
spues need to M addressed indepepjjemiy 
ot i swHeltpver to a VAt or its variants. 


Taslc 8: .SiMucATiON Results When All Tax Rates under Cat and Rat Adiust 





JEaxRales . 


Tax Revenues 

Prires 

VAT 

RAT 

CAT 


VAT/CAT/RAT 

VAT/CAT/RAT 

Sector 1 


0.10 

0.0942 

0.0812 


1.500 


33.29 

Sector 2 


0.05 

0.0626 

0.0.!!4 


36U 


27.86 

Sector.! 


0.08 

0.0794 

0.0512 


!36 


23.02 



TaN.£ 9 

: Simulation Results with One Zero Rated Sector 








Prices 

Prices Relative to 









, SetraJ_ 


VAT 

RAT 

CAT 

VAT/ 

RAT 

VAT/ 

RAT 

VAT/ RAT 





CAT 


CAT 


CAT 

Sector 1 

0.10 

0.107 

0.087 

1.500 

1658 

31.3 

31.6 

i 1 

Sector 2 

0.15 

0.142 

0.116 

1200 

1304 

28.9 ■ 

29.1 

0.923 0.922 

Sector! 

0.00 

0.000 

0.000 

0 

-262 

21.8 

21.0 

0.70 0.66 
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Appcn<ux 1 

Tawlb AI ; Cascadinq in a Trade Model with MuLTiPucATive Mark-Ur and Uniform Tax Rai . 



A 

Pcaler 

B 

C 

Total 

Costs of inputs/purchases 

0 

no 

I8I.S 


Brice before tax 

too 

165 

272.5 


Tax 

10 

16.5 

27.2 

53 7 

Sales price with tax 

110 

181.5 

299,5 


Value added 

100 

.50 

75 

225 


Ntites: This table appears as Table 2 2 of the NIPFP report and is reproduced here for ready reference. 

1 Difference between final selling price and cost = 299.5 - 225 = 74.5 

2 Tax on value added only = 10 per cent on 225. 

3 Cascading due to tax on inputs = 53.7 - 22 5 = 31.2 

4 Additional cascading by price mark-up on lax = 74.5 - 53 7 = 20.8 


Appendix II 

The objective of this appendix is to 
highlight in algebraic terms price formation 
and tax revenue relations under three tax 
systems, namely, value added taxation 
(VAT), rebate adjusted taxation (RAT) and 
cascading type taxation (CAT). We shall 
also set out these relations under additive 
and multiplicative mark-up regimes. In ail 
cases taxation is at ad volarem rates. For 
simplicity we shall consider only a two 
sector economy and without loss of generality 
set = 0. 

We take up the additive mark-up first as 
follows - Under VAT we have prices given 
by: 


Pi “ “riPr + (• + ‘i) (wa„. + "t) 

Pj = a,jp, + (1 + tj) (wa„j + Jtj) (1) 

which implies 
P, = Id + t.) (wa„, + Jt,) 

+ a„ (1 + ip (wa„ + n,)]/A 
Pj = ((I + t,) (wa„j + Kj) 

+ a„ (1 + t,) (wa„, -F n,)]/A (2) 

where A = 1 - a,,8,, 

VRl * t, (wa„, * Jt,) x, 

VR2 = t, (wa„j + Jt,) X, (3) 

It is clear that each sectoral price level 
depend.s not only on the tax rate applicable 
to that sector but also on the tax rate app! icd 
to the other sector. Also, the relative price 
p/p, is not free from the tax rates unless the 
two sectoral tiui rates are identical. 

Under the same additive mark-up set-up 
let us consider the rebate adjusted tax (RAT) 
system. In this case, the prices V, and V, 
and revenues are given as follows. 

- s,a„v^V^ F- s,')') 

V, - (I + s ,7 lwa„ + n, + a„v, 

- ♦ »,>/ (4J 

illMdch simplffies to 

jV, » (1 + s,} {wa„, + Jt, ) 

I-F.S. 


a,:'', 

V, = (I -F s,) (wa,„ + Jt, +-) (4') 

1 -FS, 


This gives 

V, = (1 + s,) ((wa„, + Jt,) -F a„ (wa,p + Jt,)lA 
v, = (1 -F s,) ((wa„, + It,) + a,, (wa„, -f Jt,)]A 


(5) 


A = 1 - a„a„ 


Also, 

(s,-s,) 

RRl = (s, (wa„, -F Jt,) -F - a 2 ,v,|x, 

1 -F S, 

(S, - S,) 

RR2 = fs, (wa,,, -F Jt,) -F - a, 2 V,jx, 

1 -F s, (6) 


Two points of considerable significance 
need to be underlined here. First, each 
sectoral price level is determined only by 
the tax rate applicable to that sector and 
independent of the tax rate applicable to 
the other sector. Second, price and revenue 
outcomes of VAT and RAT are identical 
only when, t,=s, and is the same across 
sectors, i e, t, = t, = s, = s, = t. Even more 
significantly, the relative prices p,/p, or 
V,/V, are independent of the tax rates only 
if these (tax rales) are identical across 
sectors. 

Similarly, for CAT, under an additive 
mark-up scheme, we have the following 
equations defining price formation. 

q, = (I -F k,) (wa,„ -F Jt, -F a„q,) 

q, = (l ■Fk,)(wa,„-FJt,-Faijq,) (7) 

which gives us solutions for q, and q, as 


q, = (1 -F k,) (wa,„ -F Jt, + a„ (1 + k,) 
(wa„, -F it,)l/A* 

q, = (1 + k,) (wa,„ + B, -F a„ (1 + k,) 

(wa„, + Tt,)J/A* (8) 


\ V) v.\') Vi V-V,-) 

and revenues are: 

CRJ = k,</,x,/ a + k) 

CR2 = k,q,x/ (1 + k,j (9) 

CRl = k,x, f (wa,,, + It ) + h,, (I -F k,) 

CR2 = k,x, {(wa + J^) + a„ (1 + k) 

+ it.ij/A* (9*) 


Let us how donsMo^-die hwdtil^atiye 
mark-up regime. Unefer VAT prices are 
given by; 

p, = a,,p, -F (1 -F t,) [(r+ e,)wa„ -F e,a„pg 
p, = a„p, ■F( I -F t,) ((1 + d^)wa^ + 

( 10 ) 


Tax revenues would be given 
VRl = t, [(1 + e,)wa„, + e,a„p,]x, 
VR2 = t, 1(1 + e,)wa„, + e,a„p,Jx, 

( 11 ) 

Under RAT the corresponding relationships 
arc: 

v, = (1 + s,) (1 -F 0,) (wa„, + a„v,) 

- SA.VC + M 

v, = (I -F s,) (1 -F 0,) (wa„, -F a„v,) 

- s,a„v,/(| -F S|) (12) 

whereas tax revenues arc given by 
RRI = x,[s,(l + 0,) (wa„, -F a„v,) 

- s,a„v,/(l + s,)] 

RR2 = Xjls/l -F 0,) (wa,„ -f a„v,) 

- s,a„v,/(l + s,)j (1.3) 

Similarly, for CAT we have prices given by 
q, = (1 + k,) (I -F 0,) (wa,„ -f a„q,) 
q, == (I + k,) (I + 0,) (wa,„ -f a„q,) 

(14) 


and revenues by: 

CRl = x,k, (I -F 0,) (wa„| + a„q,) 

CR2 = x,k, (1 + 0,) (wa,,, + a„q,) (15) 



Notation 

P.-fli-V, 

t,. k,, s, 

VR,. CR,. RR, 

Price.s for the ith sector under 
VAT. CAT and RAT, 
respectively 

Tax rates (ad valorem) for 
the ith sector under VAT, 
CAT and RAT, respectively 
Tax revenues for the ith 
sector under VAT, CAT and 
RAT, respectively 



Physical output level of the 
ith sector 


Fixed intermediate input 


coefficients 

^0. 

Fixed labour input 
coefficients 

w 

Wa^ rate 

0. 

Multiplicative mark-up rate 


Additive mark-up margin 


Notes 

1 Incidentally, there wonid appear to be an 
vn. the «im!^Mta,iai!iMt qt vrisjft stUfii vtt 
respect of sellers B and C as given in TM)le 
Z2 of the Report. Since, except in Ae first 

stage where profi tt (or vaiae added) is i/txed' 

amoiutt, profits/value added is a SO.percfnt 
multiplicative tnaik-upen tbepuchaiepriob,. 
the value added shoald tie and Jdr 
90.75iiisieadofBs30andJ8*75iw«rtt^y 
ftwBandC 


Eoonondc and 



2 tMt 106 Miidi u. iVMi into tus <u*tiOGtkm 
lyetwoM additive and tntdtipiicative marie 
up. it it worih noting that, even in the to* 
called mnltiplieativc mark-up can, the 
profits (value added) for the owner of the 
natural spring is indeed a fixed amount 
per unK. This is so for the simple reason 
that, under the assumption of zero inputs 
(and, no labour cost), a multiplicative 
mark-up on a base of zero will yield zero 
profitsi See also the discussion in the text 
on the issue. 

3 An important question here is the treatment 
of interest payments. Analytically, a 
satisfactory treatment would involve the 
introduction of an explicit financial services 
sector with the interest payments from the 
test of the system flowing into that sector 
as receipts. These receipts, in turn, will be 
divided into wages and profits in the financial 
services sector. In this perspective, in the 
production sectors, only wages and profits 
constitute the value added. This is the 
approach we follow. 

4 As is well known, the Hawkins-Simons 
conditions formalise the requirement, in 
essence, that after allowing for both direct 
and indirect requirements, it takes less than 
I unit of a commodity for producing a unit 
of that commodity. 

5 It is easily seen that, if. inputs are to be 
purchased at the beginning of the production 
period, the higher unit prices of material 
inputs will translate into higher requirements 
for working capital and therefore'higher 
interest costs under CAT (relative to either 
VAT or RAT). 

6 This will be the case unless, for example, 
a higher degree of tax compliance is 
demonstrably linked to a particular tax 
system. 

7 See Pandit, Sundaram and Mukheiji (1993). 
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STATE BANK OF MAURITIUS LTD. 


BOMBAY BRANCH 


BALANCE SHEET AS AT 31ST MARCH. 1995 

PROFIT AND LOSS ACCOUNT FOR THE PEMOD 
ENDED 31ST MARCH. 1995 



As at 



Period Ended 


Schedule 

March 31, 


Schedule 

March 31. 


No. 

1995 


No. 

1993 

CAPITAL AND 



L 

INCOME 


LIABILITIES 




Interest earned 13 

9677827 





Other income 14 

1173928 

Capital 

1 

313600000 




Reserves and Surplus 

2 

— 


TOTAL 

10853753 

Deposits 

3 

171253260 




Bonowings 

4 

— 

n. 

EXPENDITURE 


Other Liabilities and Provisions 

5 

17370970 


Interest expended 15 

713278 





Operating expenses 16 

13550242 

TOTAL 


302224230 


Provisions and contingencies 

— 





TOTAL 

14265520 

ASSETS 









m. 

PROFIT/LOSS 


Cash and Balances with 




Net profit/, loss(-) for the period 

(3411765) 

Reserve Bank of India 

6 

35269675 




Balances with Banks and 




TOTAL 

(3411765) 

Money at Call and Shcm Notice 

7 

115307457 




Investments 

8 

58338053 

IV. 

APPROPRIATIONS 


Advances 

9 

131835460 


Transfer to statutory reserves 


Kxed Assets 

10 

155659144 


Transfer to other reserves 


Other Assets 

11 

5814441 


Balance carried over 






to balance sheet 

(3411765) 

TOTAL 


502224230 




Contingent Liabilities 

12 

2271850196 




Notes to Accounts 

17 





The Schedules referred to above form 

an 


The Schedules referred to above form an 


integral part of the Balance Sheet. 



integral part of the Pront & Loss Account. 
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STATE BANK OF MAURITIUS LTD. 

BOMBAY BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 31, 1995 



As at 
March 31, 
1995 


Schedule 1—Capital 

A) Amount brought into India by 

way of start-up Capital (Out of this, 

amount deposited with RBI under 

Section 11(2) of the Banking 

Regulation Act, 1949 Rs. 2000000) 313600000 

TOTAL 313600000 


Schedule 2—^Reserves and Surphia 

I. Statutory Reserves 
Opening Balance 
Additions during the year 
Deductions during the year 

n. Capital Reserves 
Opening Balance 
Additions during the year 
Deductions during the year 

III. Share Premium 
Opening Balance 
Additions during the year 
Deductions during the year 

IV. Revenue and other Reserves 
Opening Balance 
Actions during the year 
Deductions during the year 

V. Balance in Profit and Loss Account 

TOTAL (I, II, m. IV AND V) 

Schedule 3—Dqioalts 

A L Denumd Deposits 

i) Prom Banks 448326 

ii) Prom Others 1Q562II22 

n. Savings Bank Deposits 3167313 

m. Term Deposits 

i) nom Banks — 

ti) PromOOera 62016499 

TOTAL 171253260 

B i) Deposits (^branches 

in ^ 171253260 

ii) Dqwsitt of branches 

outddelaiRa — 

TOTAL 171253260 



As at 
March 31, 
1995 


Schedule 4—Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other institutions 
and agencies 

II. Borrowings outside India 

TOTAL 

Schedule 5—Other Liabilities 
and Provisions 

I. Bills payable 

II. Inter-oBice adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

TOTAL 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand 
(including foreign 
currency nt^) 

II. Balances with 
Reserve Bank of India 

i) In Current Accounts 

ii) In Other Accounts 

TOTAL 

Schedule 7—Balances with 
Banks and Money at Call and 
9iort Notice 

I. In India 

i) Balances with Banks 

(a) In Current Accounts 

(b) In Other Deposit Accounts 

ii) Money at Call and 
Short Notice 

(a) With banks 

(3)) With other institutions 



1612796 

765501 

377486 

14615187 


17370970 


35252556 


35269675 



TOTAL (i ft ii) 

111302259 

Outside India 


i) In Current Accounts 

4005198 

ii) In Odier Dqwsit Accounts 

— 

iii) Money at call and short notice 

— 

TOTAL 

4005198 

GRAND TOTAL (I ft II) 

115307457 


1589, 



































STATE BANK OF MAURITIUS LTD. 

BOMBAY BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH SI, 1995 



SchediUc ft—In vestments 

I. Investments in India in 

i) Government secunties 

ii) Other ^proved securities 
hi) Shares 

iv) Debentures and Bonds 

v) Subsidiaries and/or joint ventures 

vi) Others (to be speciiled) 

TOTAL 

n. Investments outside India 

GRAND TOTAL (I & II) 

Classification of Investments: 

Permanent investments 
Current/Trading investments 

TOTAL 


Schedule 9—Advances 

A. i) Bills purchased and 

discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 
hi) Term loans 

TOTAL 

B. i) Secured by tangible 

assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

TOTAL 

C. I. Advances in India 

i) Priority sectors 

ii) Public sectors 

iii) Banks 

iv) Others 

TOTAL 

C. II. Advances outside India 
TOTAL (C I ft II) 


As at 
March 31, 
1995 


11032053 

47306000 


58338053 


58338053 


28932053 

29406000 


58338053 


18701612 


113133848 


131835460 


84133848 

18701612 

29000000 


131835460 


131785460 


131835460 




Schedule 10—Fixed Assets 

I. Premises 

Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL 

II. Other Fixed Assets 
(including furniture ft fixtures) 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL 

TOTAL (I ft II) 

Schedule 11—Other Assets 

I. Inter-office adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax 
deducted at source 

IV. Stationery and stamps 

V. Non-banldng assets acquired in 
satisfaction of claims 

VI. Others-Refundable Deposits 

Balance of loss as per Profit ft 
Loss a/c 

TOTAL 


Schedule 12—Condugent 
UuhUities 

I. Claims against the bank not 
acknowledged as debts 

II. Liability for partly paid 
investments 

in. Liability on account of 
outstanding forward 
exchange contracts 

IV. Guarantees given on behalf 
of constituents 

a) In Iixlia 

b) Outside India 

V. Acceptances, endorsements 
and (^r obligations 

VI. Other items for which the bank 
is contingently liable 

TOTAL 


As at 
March 31, 
1995 


149217150 

1243476 


147973674 


8137106 


451636 


7685470 


155659144 


1939991 

226875 


235810 
3411765 


5814441 


2270699045 


1151151 


2271850196 



Bcooontie 






































STATE BANK OF MAURITIUS LTD. 

BOMBAY BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 3lt 1995 



Sdwdidc 13—Interest Euned 

I Interest/dtscount on advances/bills 
n Income on investntents 
III Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 
rv Others 

TOTAL 

Schedule 14—Other Income 

I Commission, exchange and bre^erage 

II Profit on sale of investments 
Less Loss on sale of investments 

ni Ptoflt on revaluation of investments 
Less Loss on revaluation of investments 
rv Profit on sale of land, building 
and other assets 

Less Loss on sale of land, building 
and other assets 

V. Profit m exchange transactidns 

Lets. Lxm on Exchange tnmsactioiis 

VI Income earned by way of Dividends, 
etc from compames and/or Joint 
Ventures abro^n India 

VII Miscellaneous Income 

TOTAL 

Schedule 15—loterest Expended 
I Interest on deposits 

n Interest on Reserve Bank 

of Iiidia/inter-bank borrowings 
ni. Others 

TOTAL 


Penod Ended 
March 31, 
1995 


5072667 

1799520 


2805640 


896583 


69050 


1175928 


443256 

272022 


715278 



Schedule 16—Openting 
Expenses 

I Payments to and provision 
for employees 

II. Rent, Taxes and Lighting 


9677827 HI Pnniing and Stationery 


210295 ^ Advertisement and publicity 

— V Depreciation on bank’s property 

— VI Directors’ fees, allowances 

and expenses 


VII Auditors’ fees and expenses 
(including branch auditors) 

VIII Law charges 

IX Postages, Telegrams, 
Telephones, etc 

X Repairs and maintenance 

XI Insurance 

Xn Other Expenditure 
TOT/VL 


Putod Ended 
March 31, 
199S 


3006329 


S28926 


152204 


346105 


1695112 


240000 


1543293 


3476335 


2437181 


I355Q242 


Schedule 17—^Notea on Accounts 

I Princ ipal Accounting PoUdea 
I I General 

The financid stamnents have been prepared on the histoncal cost basis 
12 PoRign Currency Translation 

I Assets and habiiilies in feeeign currencies are translated on the Balance Sheet date at the rates notified by Foreign Exchange 
Dealers' Associatkm of Iialia (FEDAI) The resulting profit or loss on revaluation is included in the Profit arxt Lots Account 
H. Income and Eapcndltiire itaas are accounted for at die exchange rates luhng on the date of the transaction 
III ConUngeat lubihtiet on account of outstanding forward exchange contracu have been disclosed at the contractual rates 
1.3 Investnmits 

In accordance with the Accounting Standards for Investments laid down by the Reserve Bank of India investment portfolio is classified 
iiMD Tecmaaenf’ and ’’Cutrent’* caiegcnes ' 

Permanent investments are stated at cost adjusted for premnim or ditcoant (if material) amortised over the penod of Investment 
l.A Advances 

Prevlsiona for bad and doubtful advances are made to the satisfaction of the Auditors on the basis of norms laid down by 
the Reserve Bank of latha for identification of and provuiotdng for non-petforming asseu (No such provisions were requhod 
as at Slat Mamh, I9»5>. 
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Under Globalisation 

Will Nation State Hold? 

Rajni Kothari 

There ieenu to be a convergence of the vie\*>\ of some ouelletiuah on tiu lusis of go\ernahilii\ and the toncerns 
of foreign investors and international institutions legarding demands from the labouring ilasses fhere is also growing 
agreement on the need to reduce the role of the state and hand things osei to tlu market The widespread feeling 
that the nation state IS in trouble and will not siirsisethegrowingpre' sun s fiom ii iihin and without needs to bet samined 


OVER the last two decades nnd mote, with 
the growing democratisation ot diverse 
societies and the quickening pace of the 
nscofmassconsciousness, the ruling circles 
round the world (both domestic and 
international) seem to display t wo di vergent 
responses On the one hand they think they 
have won the battle against communism 
and left wing radicalism, hence the 'end 
of history thesis ‘ On the other hand, they 
seem to be deeply concerned at the challenge 
being thrown up by the masses - the so 
tar ostracised depressed and backward' 
social classes that were somehow held at 
bay through a combination ot small crumbs 
and an elitist theory ot democracy - and 
by plural soc leties expcrienc ing an upsurge 
of consciousness all round ot diverse 
minorities and women They arc 
increasingly concerned with the wholensue 
of governance and govemability. and wHh 
that of the maintenance of public ordei .aid 
security ot the state and transnational capital 
in the tace ot rising expectations and 
demands from the grass roots 
In the mid-1970s a set of leading 
American, European and Japanese 
intellectuals published a document which 
was presented as a report to the Trilateral 
Commission in which a case was made out 
for the need to restrain political participation 
in liberal democracies of the west and Japan 
in the face of a changed domestic and 
international environment It was called 
“The Crisis ot Democracy Report on the 
Govemability of Democracies to the 
Tnlateral Commission’ (The authors were 
Michael J Cro/ier (French), Samuel P 
Huntington (American) and Joji Watanuki 
(Japanese)) The same concern is reflected 
among academics and others in the 
developing countries in recent years - 
perfiaps more in these countries than in the 
west. A leaiftng Indian political scientist 
settled abroad, AtuI Ki^li, published a 
book in 1990 which has generally 
well received, called jbemocraey and 
[HscOMeni India's Growing Crists of 
Govetnabdtty (Cambridge University 
press, Nevv leading 

jeunaUata and latellectualjtihave^expnBssed 
a sKnliar cddMnR tiow wRl tke state 


suivivc if ii IS to concede to all kinds ol 
demands coming tiom such a wide vaiieiv 
of groups and regions ’ 

Such a concern has been even more on 
the increase since the chartci ol dcntinds 
set lorth in the report ol the Maiulal 
Commission was endorsed bv the N ilion.'il 
Front government and has since been hv 
and large accepted by all political partus 
There is. in consequence growing cvidc nc c 
ol a rise in m.»ss consciousness among ihc 
hilherlo margin iliscd sections ol soc lets 
who have also begun lo asscii themselves 
in elections, legislative bodies and the 
forums of political parties It is a concern 
that IS being voicctl in a variety of elite 
circles and is also rcllectcd in ihc m.iss 
media, espctiall) the picss (national 
regional md local) The horrid violence and 
highly excited reaction (including self 
immolation) witnessed on univcisity 
campu,scs after the acceptance by the National 
Front government of the recommendations 
of Ihc Mandal Commission in 1990 - .md 
generally ot the whole conception ol 
reservations lor deprived and hitherto 
excluded siiaia were only part of this 
phenomenon The fact that there was at least 
indirect support given to this by eminent 
professors and leading writers, journalists 
and party politicians in the mainstream 
press was another the divisions that this 
has spurred in parties like Ihc Janat i Dil 
and sections ot both the left parties and the 
Congress in rcccni months is yet another 
PariKloxically more or less the sunc 
people who are concerned about the 
growing vulnerability ol the state to such 
pressures from the grass roots seem to be 
quite at home with the policies ol 
liberalisation .and globalisation which too 
are leading to a growing erosion ot the 
authority and power ol Ihc Indian state For 
them, pressures and demands from within 
emanating from one’s own people, arc more 
dangerous than the pressures and demands 
coming from foreign corporations, 
instUiitions like the World Rank and ihc 
IMP, the emerging global trade and patents 
orgtuiisations following the latest round ot 
GATT agreements and, subtly but no less 
ctedrty, vanous trade and other regimes in 


the U.S and western Europe who arc 
comm.mdccring the global economic and 
technological luiurc There is evidence ol 
growing marginilis,iiion of the state in the 
face ol a vaiieiy ol glob,ilising intrusions 

in Idci .tgrowingdiscmpowermcnl of the 
state and ot the national elite both in its 
power to entoicc national priorities and its 
power over subordinates whether this be 
the btiicauLr.icy which is found lo 
mere [Singly reeeivc signals tiom external 
igeiieics or the state covernmenis many 
ol whom arc vving ,vith each other to gel 
direct access lo foreign coiporatiuns All 
this IS quite apart from the tact that the very 
countries from where these corporations 
irc coming also happen lo be involved 
(more than belore the end ol the cold war’) 
in urns maniilacturc and arms silcs, to 
which Lountiics like India are made hostage 
both due to perceived threats from abroad 
and wuh a view lo deal with social unicsl 
and pressures from the lower classes the 
minortiics the revolting regions and 
nationalities 

B) now It seems cleat Ih it the concerns 
of some intellectuals and journalists (and 
politicians) with respect to growing 
democratic pressures and demands such as 
betic 1 wages .ind employment opportunities 
Iruin the labouring and other classes and 
the toncerns ot foreign investors with 
icspcct 10 the same issues seem to be 
conci rgiiig Ihcy are also converging on 
the need to reduce Ihc role ot the slate in 
the affairs of the country and hand over 
things to market mechanisms and to increase 
intcgr.iiion into the world market’ There 
has been a growing body of opinion in the 
country that thinks ol liberalisation and 
globalisation as providing answers to not 
only the economic malaise that they 
perceive but also the political process that 
IS demanding from Ihc state lesponscs and 
contesstons to Ihc newly aspiring and 
increasingly mobile and assertive social 
classes They would seem to want a system 
ot governance which would gam strength 
from external interventions This is 
precisely what the proposed ’new world 
order’ is supposed to be about, with its 
emphasis on a single unified and managed 
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world ensuring inicrnaliotui sauriiy and 
peace’ and the scUlcitieni ol whatever 
disputes and (.niitlicis that arist both 
between nations and between s lasses, with 
the help ol the now msiodians ol human 
interest tint have cineigid on ihe world 
scene sin.e ilie cml ol tin told w.n' 
in reality olioiiise iln disi inpowcnneui 
of the slate ami its growine rnareinalisaiion 
in the agend.is ol nations hive also liccn 
taking place as a lesiilt ol both the distonicnt 
andtbealiin iiion ol ihein issol people who 
nad foi long it litd on the si iii loi their own 
empowciineni Ilitss people have ol late 
been, ol die view dial die si iie is no longer 
availabk to ihtni toi this ,ind Ih.ii they wid 
need to divise dieit own sn.iicgies and 
institutions iiititasingly relying on civil 
siK’icty and iht ii own toniiminity resouiccs 
to deal with dll problems they late today 
and will lx I It me in the vears to tome In 
their minds loo then, the state is getting 
marginalisttl although, iinlike with tht 
middicil isstliie ihisisnoiiheii prelerente 
they would slid like to snuggle alone light 
against sirm Hires ol oppitssion ind 
cxploilalion within iivil society ind lo tniil 
cnd.asthev are able togain in these sti iggles 
irylotransloimthc St iicaswell Ktalistitjll> 
the poor t annoi alloid lo give up on the state 
asaninstilulionoi orilliedeniotralit political 
protess including tridilicinal ivtnues like 
elections .ind , .dies 
it seems to me that the leeling that the 
nation state is in trouble and that it will not 
survive ihc growing pressures liom within 
ind without may not stand really close 
scrutiny At most one can sav that the state 
IS intnsis as It laces a woi Id that isuncleigoing 
translormalion which is subjecting it to 
diverse pressures including piessuics lor 
leducing Its ir.iditional lole in human altairs 
Ihe crisis IS likely to deepen as it laces an 
increasmgls restive population which is not 
any longer .icceptum the auihoiiiy ol the 
stale just lor die .iskiiig which is heeinning 
lo make dcini'ids that go beyond Ihe 
conventional expression ol v.iricd inteiests 
and IS in lacl isko • lor a major rcs.isiing 
ol pnorilies .md stmciures including as 
some ol them would pul it system 
iranslorinatioii ' 

In what lollows I shall in the light ol the 
above sumni.ilion deal wiihdillereni l.iccts 
ol the crisis ol Ihe state as I see it iinlolding 
the dilemmas that it jxises lor ddicrent sets 
ot actors, and the likely possibiliiics that lie 
in store as we move lunhir into the IWOs 
and beyond 

HiSTORK AI O.I KVII W' 

from the beginning (starting betore wc 
became iiulepeiidcnii ihc thinking in Ind 
h^sbeen III lernis ol conceiving the stale as 


a nation state On (he one hand this involved 
(he task of building a single, new identity 
called the nation encompassing several 
identities and alliliations The relaiionship 
ol the new n. lum to pre existing identities 
was III purl lo bo erne oi transcendence, 
though It was lar more to be oik ol 
enccinipassmg Ihem and in some ways even 
'icprcseniing ihem all in a compovite 
mariner On the other hand this very 
conception ol encompawing diverse 
identities - social and regional Imgiiisiic 
and cultural me ml giving i key role lo 
the state Ihiou ;h w Inc h Ihc com[Xisiie nation 
was to be cri iied In citect ii was st ucncss 
thal give 111 Ihc new ciititv ai once an 
tnc onipassiiig leprcvcniaiivc .ind 
iransvcndeni c|u iluy Inlernaiional thinking 
and general ihcoiciical predispositions too 
Were in lavoui ol the cenlralily ol the role 
ol state 111 pi'si Loloni.il societies it once a 
symbol ol .mihoniy ,md an insirumcni ol 
social change Ihc basic ideology was 
iniegraliomsi ihough it ilso earned wiihm 
It notions ii social change and 
ir insloim iiion It ilmosi reminds one ot the 
Megeli.ui idea ol Ihe state aliliough the 
auilicirii in in osettones ol such .in 
inlegr ilionisl ideology came much lalei as 
did Ihe assciiion ol various pluralities 
w hich logeihcr produced a ciisis ol 
reprcseniativciii s ol the vt ite in couiuiies 
like India ' 

F or a long 1 1 me (he luiion-bui Idi ng cxei c I se 
w.isconceivedlobc oncih.K simull ineoiisly 
led lo grc.itcr tiniiv o( the n uion ind giealcr 
involvement ai d p ntu ip.ition liirthcciti/cn 
in Ihc msiiiuiions il the Mite Hence the 
conce|iiion ol an open scKieiy and the 
he'icl that dcnioci ilic participation was ilie 
best way ol achieving naticin.il inlcgralicin 
Ihc cine undcilook lo promote dcmocracv 
through the very totnposiiuin and 
instituiKinal structures ol Ihe si.iie the 
parliament iiid si.iu legisl.iturcs cabinet 
govcmmcni .11 dillireiii levels which were 
lopioinoie consensus throughreprcsenling 
diverse regions and inicicsis, and 
aciminisiraiivc siriiciure that w.' lo be 
iccountabic. a kcicial continuum Ihiough 
w Inch such gov ei nments and administrations 
were lo opcr.ite .md a judicial system that 
was to ensure thii all these institutions 
operited responsibly md according to the 
'lule ot law There wav also a unique p.iiiy 
system which saw to ii that Ihc relationship 
bclwccii ihe government and the social 
strucinic w is 1 conlinuotis one both 
vertically and laterally, and wav mcxli.ilcd 
by a number ol intermediate institutions and 
clues II was through the parly system that 
the colonial steel Iramc' was conditioned 
by political prcKOsscs and actors'’ 

The elite itscll cluisc to relate lo diveise 
interests in soc iciy as well as toils traditional 


volunthristic mfrastrueture, tHarciiy 
narrowtngthc distance between government 
and the people (no doubt lltc more organised 
and vested' among themt and reducing the 
mutual altcnaiicin that was inherent in the 
imported Westminster model Inherent in 
such a conception were two seemingly 
opposite ideas but which were meant to 
verve a common purpose namely, Ihe 
building ot a democratic nation state Ihe 
lirst ot these was to make the new state 
i.ncompjss diverse interests and identities, 
ihe second was to assign primacy to the 
slate in the wnole process of nalion- 
builcling Inherent in the first is a 
dccenir.iliscd conception ol sh.irin^ power 
,nid carry ing diverse entities in .t common 
enterprise The second, on the other hand, 
Icll to Itscll could produce a centralised 
model o( governance But Ihe two together 
were meant to produce a workable balance 
between a strong and coherent centre and 
a senes ot vibrant sub-centres leprcseniing 
the l.irgc variety ol structures and spaces 
through which a composite nation si.uc 
was to takectfect The nalionalisi ideology 
that had accompanied such a concepiion 
w.is both integrative and ojien to diverse 
inicicsts and groupings, including 
dissenting ones 

This model ol a nation state is today in 
disarray On the one hand the st.ue is ceasing 
to be (he central mechanism of the nation, 
while on the other hand the ’nation’ that had 
come into being has entered a process ol 
acute fragmentation multiple polarisations 
and likely disintegration Both (he retreat ot 
the state and the erosion ot the nation .ire 
going hand in hand, one being hijacked by 
the global ‘ordci’ and ‘market’ and the other 
lacing senous challenges Irom within, trom 
the large number of periphcrie.s as well as 
sideways from ditlercnt regions and 
nationalities Withthisthcprojcctof naiion- 
building and. as part Ihereoi, the central role 
ol (he state in social change is likely to 
sillfCl a setback As this happens the 
autonomy ot civil scKiety too will decline 
and with it may also go down Ihe modern 
search for a democratic order The 
homogenising thrust that is inherent in the 
procosscsof globalisation- the market being 
only one of them, the globally inspired mass 
media spreading standardised sets of images 
and messages vn-a vi \consumer prelcrencc 
being another - will only reintoice 
disintegrative tendciKies that are already at 
work, quite the opposite of the ’macro’ 
integrative design of the proponents ot a 
new world order y 

Alongside such globalhaiion there has 
emerged what may in theory appear to be 
Its anti-thesis, the rise of regiooat 
chauvinism and ultra-nationalism based on 
religious fundamentalism, which too. like 
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piMralitics though more abrig a icitgitnii) 
(liretuon than an economic or technological 
one It will also pitch nation states against 
one another and internally provoke a sciics 
ot sub-nationalisms representing various 
suppicssed or latent nationalities and 
ethnicities 

It appears now that the early modemiseis 
who thought ol creating a modem nation 
state III India (as in many other countiies in 
the third world) had an inadequate 
understanding ol Ihcconliadictionsthai were 
inherent in such an enterprise paiiKularlv 
gisen the lact that the nation' was sought 
to he huili on a social terrain that was lull 
ot not just multiple diversities but also ol 
gloss dispuiiiics which lar Irom being 
reduced by the new stiuciuie ol a slate', 
weie likely to he accenuiatcd As ihccounii y 
moves towards the 21st cenimy, ii is going 
to lace this shift tiom integrative to 
distiUegrativc tendencies more sharply than 
was the case dining a laige part ol the 20th 
cenuiiy 

GROWISC. FkOSION VSOkllKIAI 

We can now eKamine ihe divei ^e types 
ol eiosion that the nation stale in liuha linds 
itsell lacing lodav 

1 irst there h.is been under way (oi quite 
some lime now an erosion of iIk Icgitimacv 
ot the state in the eyes ot the people ol Ino!a 
both in respect ol its standing in the eyes 
ol those who lor lung denended on it loi 
their well-being and m lespcct ol its 
credibility in the eyes ot others (the middle 
class protevoonals and the media in 
particular) Second, there has taken place, 
ovei the veais, a giadual erosion of authority, 
vM-o uv the aura and arvci majcsiv'*) with 
which the slate was looked up to both by 
the citi/cns at large and, in respect ol the 
aulhtvnty ol the centre, by intermediate amt 
Uk al units and institutions the stales, district 
and lowei level bodies, community 
organisations, voluntaiysiruclurcs and other 
institutions ol civil swicty The mounting 
challenges to central authority by a whole 
array ol regional movements ol both 
autonomy and separatism have rcndcied the 
state an arena ot growing conllicts and 
violence Third, there has taken place an 
erosion ol the whole conception ol a 
dislinetive and overriding role of the Indian 
state both vis-a-vi\ other loci of power within 
the country (industry, labour, religion, caste, 
linguistic and ethnic identities) and vi.s-<i-i u 
external interests (dominant centres of 
geopolitical and strategic power, 
international financial institutions, 
transnational .structures ot capital and 
commerce), which has led to a declining 
emphasis on things like autonomy and sglf- 


rcHAhce and a dccimlng ipieresi in inter- 
mitional support tor the same. Ironi G-77 to 
the .social and economic institutional 
structures within the UN system such as 
UNCTAD. ILO UNICEF and UNRl.SD - 
then place being lakcn by Ihe Woild Hank 
the IMF and now the World liade 
Oiganisjiion (WTO) 

Beyond this statement on Ihe multiple 
c'csions lacing the Indi.in state arc sevcr.il 
Ollier observations I hcstalein India.instead 
ol occupying centre stage in the six,ial and 
economic arenas, is seen to he in relicat T his 
IS obvious in the economic sphere liom 
which It has been letreaiiiig ovei nioic ih.in 
two decades now .nid ol couise most 
diatn.iticallv since IWI 92 But it is also 
true 111 the social sphere in rnaiieis such as 
providing opportunities lo the niinorilies 
the backward classes tubal communities 
and women and children, encouraging 
people s initial I vcsandindigcf.eous thinking 
in key areas such as education, envii onmcni 
health and housing and generally 
iinplcrneniing the laws ot the land lor the 
bctleimcnt ot the poorer .ind oppiesscd 
sections ol society It is by now .ihiindanilv 
deal ihal it is onlv by enhancing ihe 
capabililies ol the people in terms ol then 
levels ol ediKJiion health and a non- 
ha/ardous envnonment and sanitation ihii 
ihev led .incl .Kiuallv bei ome empowered 
to c irvc out an economic liituie loi 
themselves Poverty (he dcsliiulion cannot 
be lemovcd tor large sections ol society 
throughbiireaiicralic planning ihevtanonly 
belernovedbvthepoorlhcmselves Forihis 
lo happen they h.ivc to become empoweied 
in these social spheres Bdt it is prcciselv 
on iheve that Ihe st.ite is found to be ictreannu 

Ol course as lai as the people arc 
concerned lar from allowing ihc siaic lo 
ictieal Irom its social obligations they aic 
in fact subjecting it in increasing shallengcs 
from both ethnic and regional movcmcnis 
and class and caste arenas in the snuggles 
toi Ihcir democi.itic rights Bui this is 
happening at a time when those in charge 
of Ihc stale have been, almost by design, 
losing ihcirgrip and lowenng their thresholds 
ol mierest and concern lor large pans ot ihe 
social and regional terrain Togcthei. the 
two tendencies (one seeking restructuring ol 
the stale and the other its withdrawal Irom 
consliiultonally assigned rolcsf'aic leading 
lo a situation in which there is a growing 
sense of disinicgiation ot ihc polity 

iNTrCiRATKW INIT) 'Woitl D OrIII R' 

Pan pauu with this retreat ol the slate 
domestically has been ilsdcclineas apolitical 
entity inteinaiionally fiercunc finds that lar 
Irom continuing to a.sserl its identity and 
independence vi\-r<-vis dominant centres ot 


power in co-opcrairon whboiher couiilncs' 
ol the south, the Indian statcisbeing prepared 
by Its bureaucratic, indiisirial .uul 
lechnociaiic elite to become iniegi.iied into 
a 'wenId Older that is being designed in 
western think tanks such as the Rand 
Coipotalion and the ihiee Biellon Woods 
institutions Though it has sc. lai been 
prcsenic'cl in let ms ol imegialion into the 
woilcl m.irkct still assuming ih.u economic 
inicgralion need not lead to polilic.il 
dependence or scKial.indcuituialahsorpiion 
- an assumption lhai seems to me to be at 
.nice naive .uul deceptive the general 
consequence ol such inicgi.ilion is a clear 
loss ot auionomv ol the Indian slate 
Incidenlaliv in this legarcl it needs to be 
noted ih.ii the eiosion ol the authonly o* the 
St lie IS by I'o me.uis .i precondilion ol the 
scnlralitv ol ihc, m.tikol under a regime of 
liberalisation the intceration into ihc world 
maikei also need noi be as dictated by the 
glob.il ac tors on the sc one the state need not 
lose Its autonomy cv erv wheic as a necessary 
preiequisiic ol the niaich ol globalisaiioa 
What ha' li.ippcned in realiiv in several 
couniries is loiind toi inst.incc in South 
Koil.i Ijiw.ui l.ipan more lecenlly in 
Malavsi.i .ind most 'irikmglv m China is 
that the slate md the m.uket lemloice each 
other undei 'he clomiii.ition ol .in elite that 
both makes use o' the I N( s .md succeeds 
III undermining dissent m the political spheic 
and inslilutioiis ol vivil society in Ihc social 
and cultural sphere ' 

rhosc who believe ih.it ihinus like 
libcialisation and priv itis iiion simply mean 
replacement ol the institutions o( the state* 
by those ot the market seem to he livine m 
.1 m.ike bel levc w oi Id that has been promotccl 
by the inloi m.ilion .lad c omniunicaiions blit/ 
let liKiscby glob il ceulicsol coiivoi ilc|iowei 
mien' on we.ikening and disempovv cimg Ihc 
stale in the thud woild and which also 
somes in li.indy lor the new emerging nexus 
Ix'lween i sc>i ol politic i.iiis (oi lechnocMts 
luriicc' poliiiciinsi buieauei.its ind 
busiiicssnicn Ihc lad that even oidin.iiy 
IK'ople beeiii to .icccpi such make-believe 
IS undcistaiul.ible given the vacuum - both 
ideological .md political lhai has lollowcd 
the virtual dissolution ol the third woild, 
both .IS m idea .met m reality Ihe actual (not 
iusi Virtual) dissolution ol the socialist bloc 
and iiuiuileaclillcicnl way.the slow decline 
ol the idea ol scui.il clc'inociacv b tscdoiuhe 
wellaie state and the post Keynesi.in model 
ol weslcrn capitalism Both the irilaieial 
conception ol aninicgraieclc.ipitalistallcmpi 
lo meet the challenges ol communism and 
OPFC-siyle third woildisin, and the new,' 
model ol imerdependence lollovving the 
collapse ol the .Soviet I nion have bgen 
alicmpis to till this v.iciium (just as the 
decline ol real dcmocr.icy m plural societies 
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like ours has created a vacuum that is being 
lilletl m h> religious and scclaiian 
ideologies) 

I I I al Phosi’i ( IS 

ll IS vsiih Kspi‘ti 111 this detlinc ol ihe 
nation siau is m insiiuineni ol soluiI 
Itanslorinalion on Ihi oiu hand and is an 
cmbodiiiii’m ol disMiul (ll nol soseisien ) 
ixilitiial iiitiiks on lilt' idler indihisinlho 
laiger toniesi ol a eiosvine idcologital 
vaiuuin globallv di il oik has to assess the 
piospciis lot iIk liiinri T lu le is on die one 
hand die hkilihood ol moving avsav liom 
the coiiceplion ol a world lomposed ol 
dlsliiKt nalion sliiis ind diveist polilieal 
siilliiiis low iiiK I lie ih.it calls loi then 
integrilion into i so e died woild older 
whileonihi odui handdies.anicii.iiionstale 
will be siib|iiied lo ineieasiiig ehallenges 
Ironi the CMSs 'oois and tliveise peripheiies 
and legions bolh ihese lendeiuies eioding 
iheaulonoinv d ii.il'on st lies like Indii Ihe 
integr.itive lieiid is going lo be bieke'd bv 
oiganised inleiesls iiiil lesoiiiees bolh 
linaneial and pohlieal while die deinoi lalie 
iiend tow mis a inoie pliiialisi and 
detenu ilisedsliuelmcislikilv lobe b.ieked 
b> (he powei ol numbers indtheii eiowinit 
eonseiousnessolrights Ihelirsi(inleei.ilive) 
Iiend will be loi ere.itmg a eonmion liiiure 
loi die elohal mulille t l.iss ,md will end up 
leaving a l.irge pan ol liuni.uiilv oul ol die 
hisioneal pioiess and oul ol both die 
insiiiuiions ol the stale and die Ir.insai lions 
ot dll nnikel ll is also a bend that is likelv 
lo produce ,in inereasiimlv ecnii.ihsing and 
a poicntiallv atilhorilanan siiueliire ol 
covemanee Also the mine die miegi.uion 
of the nation stale and national eeonomv 
wnh die global svsiern die more the 
alienaiioii ol die lulinu strata Irom Ihe 
peoples eommunities.mil nationalities iiiiind 
the win Id 

I he s.ime will happen widim die country 
the mtiri eeniialiseHl die stale will hfcome 
the more distant ii will i:ei lit'ni ihc glass 
roots and the diverse eoniiiiuniiies and 
nationalities As both these trends (global 
and within ihe lounirv) eonvcigo laige 
seelions ot die people will be led with no 
option bill to |om aglow me cuIUiil ol levoli 
and rebellion strikes .md dliarn.is and 
’bandhs most ot them peaecliil but a nunibei 
ol them being lorecd to become part of i 
growing eulture ol violence adopting ever 
mine angi v .md defiant niotles ol rebellion, 
revulsion and 'revolution’ The aigumcnl 
that those at higher levels tend to be more 
enlightened ih.inihose .If liKal level s because 
they arc able lo take a more liberal and 
egaliiaiian view or that the proposed new 
siruituies at local levels (like panehayaiv) 
Will be ilomin itcd by dominant sik i.il groups 


(castes) and hcncc should not be iruiitiht, 
may be valid lor some lime, but nol for kmg‘ 
once the democratic prtKcss gets going, the 
mote numerous social classes will feel 
cmpoweic’il and challenge the hegemony of 
the upper sir.ua 

This IS also the c.ise with the argumcnl 
that global insimiiionsandeliles l^ingmoie 
enlightened th in n.itional and regional ones. 
thcTf was need in transcend the nation states 
and other parochial’ interests and 
instiiulions Tins argumeiil was advanced in 
.ill cariie'tni ss cv ci since ihe lirsi woi Id war, 
m.iinly with a’ icw to lestiain ihe aggressive 
element m human beings lor i realmg a moie 
IK'aee'lul.indpitigiessivewt.ild ll went Irom 
OIK vv orldisin to a world Icderalisi inovemeni 
If) (111 lete'iii ileeades) the toiiecption ol a 
worltl orJei dcsiened ilirough a lurther 
extension ol ilic L lined Naiioiis framework 
thiough Ihe .iv id ibilitv ol supia-nalional 
insliluiions b ist tl on a benign coiiceplion ol 
intein.iiioiial I iw known is world law " 
Ttxl.iv ibtie* .ire ntii ni.iriv i.ikcis lor this 
V isitm vvhii h h.is been rc'iee leil lor being loo 
iDiiiantii bill ilsiibeeause the worldview on 
whie h n IS b.ised h.is been hij.ivked by global 
e.ipil.ilism.iiid ils el loit to colonise Ihe whole 
woild once' ig iin world oiderism tiKi has 
been hijacked hv the ’new world order’ ol 
Hush and f'liiilon ll is .ilso a worldview ihat 
IS being ailv.mied (o eonl.iin the deiiUKr.Uie 
upsurge rotind the world thiough an 
idcologiiai package (lihcralisalioii 
privalisalion and Ihc rest) lormiegratmg ihc 
middle and Ihe uppci i hisses everywhere 
wnh (he simple aim ol retaining and 
cnh.iniini! ihc privileges and perquisites o! 
these classes There should be no mistaking 
(he polnii.ll inoiivcs behind the emerging 
allc'inpi itidc'lc.il the struggles lor autonomy 
and sell deicnnmation. waged not just by 
thud world intclieetuals seeking autonomy 
and sell rcliaiii e tor their nation-states but 
also, and inoie stridently, through mass 
uprisings (bolh ethnic and cconomu) within 
individual sncieties 


ft ft in lifiht of Ibis (entftMy 

(both |)bliticO'CctHwntic and ideological) 
ol integfating the whole world in the 
framework ol world capitalism and western 
hegemony that we have to think of the 
likely future of the nation state in India and 
in similarly placed countries of the third 
world Three important trends need to he 
taken note ol First, there is a marked rise 
ot sub-national consciousness overtaking 
the earlier kind ol nationalism that included 
diverse regional and cultural idemilics 
There is a growing revolt against central 
authority as well as, in some areas, againsi 
state governments, producing a highly 
unstable situation The ’ccntic’ is 
increasingly unable to hold drains! the 
growing challenges lo its authority, its 
nervous attempts to suppress thus by 
recourse lo paramilitary forces and the army 
(whose increasing use in one region alter 
another is also proving an unsettling factoi) 
only underlining its inability to hold '• 
Second, the nation.il clue, as it becomes 
more and more un.ible to cope, tends to turn 
away Irom the basic political challenge ol 
naiioii-building and the related economic 
chalicngeot ’development' It is increasingly 
losing inicicsi in inici vemng against vested 
interests, reversing the large dispaiities that 
exist and aie growing, and undertaking a 
model ol growth that tullils minimum needs 
ol the people, reduces inequities and 
injustices, in the process taking along 
dissalisncJ social strata and regions and 
minimising scKiai tensions and violence 
The new gcneiation ol clues seems to be 
giving up on these two challenges - naiion- 
building and development - and turning to 
international and transnational agencies to 
bail them out The growing accent on 
ICC hnology as the pathway ol development 
has necessarily led lo moving away Irom 
selt-relianco and towards dependence on 
external forces (which is then called 
'interdependence') It has also led tomovmg 
away from political representatives ot the 
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people defining die conduct'Ond direaion 
of the state and its agencies to handing tins 
back to the bureaucratic ‘apparatchiks' of 
the post colonial state very much in line 
with the lolonial legacy - now ill tact 
becoming doubly lolonised by deepening 
the dependence on external forces through 
national elites willingly subtniliing to their 
dictates in deciding upon national priorities 
and objectives" 

1 here is third, something we referred to 
earlier namely .the nseot new oigamsational 
forms that arc transcending states and nations, 
representing almost a mutation in human 
evolution These consist ol transnational 
coiporalions possessing enormous financial 
md technological resources and a senes of 
bilateral and multi lateral compacts providing 
(or regimes ol security aimed against 
insurgent movements from below together 
prixlucing a tu w institutional apparatus for 
running ihe world which (hen is called a 
world order '■* 

(, IIAI1 (M(jl S rACINO Si All- 
AM) Movi Ml ms 

It IS against these changes in ihc historical 
context of a nation stale like India especially 
given Its multi cultural and multi national 
nature that ils suivival will depend To a 
I irgc extern ihc luiurc o( ihc nation state in 
India depends on whether it becomes still 
more i entialised and run from the centre' 
which then makes it an alien presence and 
also makes it an easy (aigct for global 
lint rests oi it becomes increasingly 
democ ratic intern illy and on the basis ol that 
innei strength plays a democratic role 
externally The nation state in a highly 
complex world I'&ll ot contradictions and 
tensions has to become i catalyst for voices 
of diserse cultures and peoples and thus give 
rise to a dispersed and decentralised world 
ordei preserving the integrity and the 
uniqueness of each and the pursuit of 
distinctive goals and ideologies and giving 
rise to a consensus that is derived from 
respect lor such diversities Its role should 
be to intervene in the larger world and the 
various global forces at work The c hallenge 
It faces IS to restore this histone role away 
from which it seems to have strayed for the 
last several years 

The challenge to restore such a role to the 
nation state faces not just national and state 
level elites but afso the various sdb-national 
identities and movements There is a need 
for the latter to realise the real sources of 
exploitation and homogenisation of all 
nations and pei^les, which happen to be 
increasingly global It ts in the creation qf 
a muiti-cuKurai and plural state orgamsed 
oh federal lines that their goals of autonomy 
and self-determination can be better reah^, 


radier than by underroiniog the legitimacy 
and authority of the state Fighting against 
the state as such will only reinforce the 
repressive tendencies in the latter, opening 
Its doors to transnational and global 
enterpnses and military-security compacts 
Once this process gets under way (it has only 
begun of late), there will be little scope tor 
the success of democratic movements within 
the country Undermining the legitimacy of 
the nation state will only facilitate its 
surrender to global actors that are yearning 
to make the whole world accept their model 
of ‘world Older It is necessary that the 
increasingly beleaguered nation states and 
the increasingly oppressed social strata and 
ethnic and regional groups work towards a 
common future which Will enable them both 
to withstand the challenge from transnational 
and global actors The mam responsibility 
for (his falls on the leadership of the nation 
states, but the movements too (especially 
those concerned with human rights) need to 
press upon the former the need to safeguard 
their autonomy and self-reliance in an 
increasingly globalising framework of 
development and governance ” 

But of course foi this tu happen - for the 
movements to trust the centre or even the 
state centres - the nation state needs to be 
organised differently than has been the case 
so tar The basic task facing (he national 
elites IS one of regaining legitimacy for the 
state accepting for this purpose the reality 
of It being a plural entity reslruclunng 
internal demociacy along federal (if need be 
confederal) lines and resisting external 
pressures for downgrading the state in the 
development process In short there is need 
to think ot nation states like India to be 
elements in a large federal continuum from 
local (village to distnet) to sub regional 
(states sub-states) to national to supra 
regional, to global Such a federal 
conception will also involve a federation of 
diverse social strata, many of which are still 
suffering from grave injustices and growing 
dispanttes Incidentally, this is also the only 
way of defeating fundamentalist and fascist 
tendencies based on religious and other 
sectarian appeals ” 

In moving towards such a structure of 
the state, as well as of the world at large. 
It IS not only necessary to restore to (he 
nation state its histone role based on the 
clear acceptance of the federal perspective 
on democracy it is equally necessary not 
to be taken in by the growing charisma of 
the market, the ideology of pnvatisation, 
the miasma of consumensm, and the yuppy 
culture In India the power of market forces 
and consumensm can already be seen even 
m the slate-run Ooordarshan Many 
institutions ot plamtlng, development and 
finance are also alrea^ being run at the 


behest of the corporate sector Tho^ 
domination of the pnvatesectorftncreasfngly 
corporatised and transnationalised) ts already 
on the upswing, alongside the growing rote 
of the mass media controlled by it and the 
ad agencies through which people's choices 
and tastes are being shaped Given a chance 
(now especially with the emphasis on 
privatisation), these forces wilt replace 
democratic politics by emphasising 
technological Hxes 

It ts important for us to remember that 
even in the west it became necessary for the 
state on the one hand, and trade unions, 
consumer and lately, environment and 
women's movements, on the other, to ensure 
distnbubve justice,enviFonmental ethics and 
affirmative commitments, obliging 
industries professional business houses, 
universities science and technology 
establishments and market-related agencies 
themselves to abide by the laws of the state 
We must also not forget that, left to itself, 
the market in the west had let loose oligopolies 
and cartels speculative share markets and 
trade cycles that produced the great 
depression from which Keynesianism 
proved to be the only way out It is important 
for us to understand the pathology of a 
development process based on the market 
before we decide to throw away the 
advantages of a comprehensive process of 
state and nation building and a 
corresponding political economy in which 
a central role is assigned to the state We 
must ot course deal with the pathologies 
unleashed by the state but not fall for still 
worse pathologies '* 

PaTIIOI Ot,Y OF APOUTICAI ‘DEVELOPSttNT' 

The most basic of these pathologies is the 
one that has grown out of the very model 
of market-based economic growth, pursuing 
the goal of generating accumulation and 
wealth, unrestrained by the inteiventions 
of the state, oscillating between periods of 
expansion and contraction, producing 
speculation in the stock markets and moving 
headlong to the final crash not tcmbly 
different from the great depression ot the 
1930s, only now on a much more global 
scale than was then the case This is what 
IS being currently offered to us (our own 
scam in the early 1990s being seen at the 
tune when it occurred as proof of the success 
of the new and reformed economy) 

We need to remember given the historical 
expeiimce, that such a model of economic 
growth (unrestrained by political will) 
necessanly reproduces all (he miyor features 
of the aggressive and totalistic worldview 
underlying the western idea ot progress “ 
When it was first enunciated and for a long 
time after that. H was sweeping, fuff of 
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confidence and elan, recognising no 
pbstacles, willing to eliminate anything that 
stood in Its way, whether this be in the 
arrangements ol nature or in the arrangemcnls 
of society - it wa,s neat mathematical 
definitive with all the qiiesiions .mswered 
and all the answers laid oul in a clear-cut 
manner It brought about rapid changes in 
the composition and stiuciure ot world social 
reality, released gical energy, led to a huge 
apparatus ol governance and hegemony over 
diverse regions ol the world, toppled regimes 
whenever it became necessary 'hrough 
railit<iry invasions il these weiecalled toith 
put very latge numbers of people and eniiie 
societies and culiiiies on the dclensivc, 
prompting so many ol them to discard all 
that they had stood lot and ideiuilicd with 
for something wholly new with the icccni 
on novelty movement and change loi iheir 
own sake hollowing the traumas ol the 
inter wai pciiod and .liter the challenges 
posed by the Soviet Union and later, the 
political rise oMhe post-colonial world, in 
particular following the M,ioist (evolution 
on the one hand and the OPb( ci ists within 
the capitalist economy on the oilici its 
confidence was shaken and it enteied ,i pci lod 
ot self-doubt and scepticism Ol I.iii the 
confidence has resurfaced ilmost W’llh a 
vengeance against the very course of history 
(hence the new confidence ol the end ot 
history' thesis) 

There are several l.icets ol ihe renewed 
dogma ol development’ (Ihe latest 
incarnation ol ihc idea ol piogiess) lor 
rearranging human allairs which need to be 
borne in mind It is imjrersonal, dealing luu 
with concrete human cntiiies but with 
abstracted, aggregate categories and 
quantities It is impervious to the political 
process and to the need to first build civic 
communities, states and nations, in shot! it 
IS fundamentally .ipolitu al In consequence, 
It has gradually become mimical to any 
large scale participation of the people and 
decentralisation ot jxiwcr, has suppoitcd a 
high degree of centralisation vciging on 
authoritarian governance, and mihe piocess 
eroded the diveisilv and pluiality ol 
traditional societies a model ot cenirali 
sation that IS not hureaui. ralic in the traditional 
sense (which at least had a degree ol 
institutional .iccoiintability b.ised on certain 
rules and conventions and icd tape ) hut is 
based wholly on technology fixes that are ' 
not accountable to any institutional 
arrangements Finally, as it is giving more 
importance to the piocessc' ol world 
accumulation than to distribution and 
dispersal ot economu and lechnologii al 
resources across regions and classes, it has 
bottled up human energy and technical skills 
while at the same time making nation states 
increasingly dependent on foreign 


investment, 'aid', technology transfer (as 
well as transferorthedominant technological 
model), the role of the TNCs and its techno- 
bureaucrat > growing indebtedness, and the 
tying up of national security with global 
doiinncsol security and ‘defence’ Alllhese 
cxtcinal stimuli arc producing powerful 
internal effects in most third w'orld societies, 
namely ceiuialisation ot governing 
sliiictuics rampant uibanisation and 
metropolitanisalion (both vertically and 
hori/onially) destruction ol traditional 
resources .ind sources ol knowledge and 
techniques allthistogcthermovinglowards 
the end logit ol the global development 
lutadigm j(lcclineinlcgifiiii,ii yotpressuies 
from below iiui its substitution by iheprestige 
and intlueiKf of those Iroin above 
It IS this combined pathology ot a 
clehumamscd development p.uadigm and an 
intreasincly centralised and alienated 
paradigm ul an increasingly Icchnoct.uic 
st.Uc, that wc will need to deal with it we 
are ically to come to grips with the oveiall 
I risis ot governance laced by the people ol 
these various tountrics as opposed to the 
ciisis ot govornanic as perceived by 
sectionsol the elite and Ihe intellectuals who 
led discoiKcited il the growing challenge 
(rum the people and the gr iss iiwits Ihis 
mannei ol posinc Ihe issue will lake us to 
someot the most important issues in politic al 
theory, enabling us to dis.tggregalc existing 
propositions in ii which are based on the 
assumptions ol the development paradigm 
and. instead, moving to a dillerenl set ol 
propositions that aie vital for the sustenance 
.ind (k'tcnce ol the detnociJlic enterprise 
through the maintenance and sticngihemng 
ofciviesiiucluies- thestate, political parties, 
other institulionsol governance of a humane 
and dccentialiscd kind ptoducing in their 
wake too a global selling which ensuies the 


survival and sustenance of this enterprise. 
The dramatic shiftsand turnarounds in recent 
history (which happen but once in half a 
century) arc calling for a whole range of 
theoretical reconsiderations on the 
relationships among power, ideology and 
institutions that overtime could well provide 
new thresholds ol conceptual understanding, 
pulling an end to the simplistic thinking that 
has long been taken tor granted and instead 
giving rise to new and discriminating 
concepts and definitions Such an alternative 
iniellcrtual ellort will in turn demand 
alternative sinictures ol the stale and systems 
ol governance, loi without them the scope 
lor alternative perspectives and knowledge 
sv stems and iheoiics of intcrvciTtion (based 
on new jnodes ol const lousness) will not be 
Ctisv to bring about 

PARAOoxf s Ol Powm 

We face an .ilmost ‘necessary paradox’ 
here powerful states and politic al structures 
become nccessaty lor waging ideological 
battles on behalf ol the weak and the 
oppressed coni,lining the aggression ot 
dominant c ciitrcs ,uid prodiic mg new ‘checks 
and balances’in the global sirucluieol powei 
and authoiity The same piocess becomes 
necessary wiihm Ihe domestic selling, loo, 
both within the stales ot iedcral system and 
between the slates and centre The lessons 
ot the l.ist live veais in the global selling 
ot powci resulting in Ihe recent forays ol 
aggressive posliitmg ol the US are precisely 
this The Soviet Union may indeed have 
been internally oppressiveand undemocratic 
but proved highly relevant externally in 
sategu.irding the interests of the globally 
jxior and Ihc position ol the deprived and 
isolated centres in the third world To be 
sure. Ihe assumption that what Staltn had 
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buth >vasinvincible tins proved tobea grand 
lilusioo Instead, (tie seemiiigly fragile and 
shitting institutions of US democracy have 
proved more stable On Uic other hand, the 
democratic commitment of the latter has 
been tar less asailable tor human progress 
and emancipation When today we tind 
oui selves beseethed by the pressure tor 
carrying the US message ol democracy and 
human rights globally wc may indeed be 
m grave daiigei 

For what we face is nothing short of a war 
being waged m the nsnie ot democracy, 
beginning no doubt with the inter w,ir battle 
between dcmocMcy and last ism a mandate 
that V,IS picked up across ihe 'SilaiilK making 
the woikl sale (or both peace (lol lowing 
Woodrow Wilson) and dcniociicy Soon 
however the idealistic ovtiiones ol this 
were dealt i monal blow by llu so called 
icalists ol stale power following the 
riiurchillian iluioru < f lighting a cold wai 
in dell lice ot dc incur icy combating 
communism globally and promoting the aid 
ind II idc ind ti insicr ol icsouiccs bised 
consoluldlion ol <d|ii(alisni (a t iipheinism 
lor i'' moLi icyl powcrliilly backed in ihc 
lirsi irisianct by Ihc Mirshall plan I rom 
ihcie on to bringing dcniiuracy to Ihc third 
world ihiough dcvelopmcnl liisl is pin 
ol the new siak system thiough foreign 
lid Ironi tin north to the south undci the 
fruman docliinc ind I lU i as this lendcd to 
holster the state as m instrument ot cli inge 
through ticc iiadr libci ilisation and human 
riizhlsunderthc Rt aganiteimpKl I ollowmg 
the end ol the cold w ir ind the I lunching 
olthe newwoildoidoi ollcnsive tlicworld 
seems to be .ill den lor cleinocriiv 

All that ccniams lo be done is to carry the 
tight lord moc racy lo a new ivilisaiional 
pilch n imc ly lighting the Islamic ind pan 
Islamic theConlucianandlhc Hindu worlds 
(and worldviews) basically by advising ihc 
nation,il elites in these regions to dismantle 
the institutions ot Iheir respeciis e states and 
replace them with ihc new leligion of 
corporate capitalism It would seem ihai to 
occupy a less anogant role in the woildwidc 
struggle lor freedom ind democracy is 
ditficull for the Americans given the 
character of the American psyche It cannot 
wipar a lolc assigned by history in a light, 
indirect solt and subtle w ly as was the case 
with the less idealistic but more sophisticated 
Englishmen, the Dutch and even the French, 
It !s the ‘Ugly Amencan’ syndiome all the 
way down to even the most sensitive areas 
of human endeavour The result could well 
be that human rights will continue to be a 
nunor cousin ot the Amencan espousal of 
trade, aid, preferential treatment and transters 
of capital, tying up countries engaging in 
human nghts violations through opening 
them up to western penetration without any 


real improvement in the human nghts 
situation facing the poor and the oppne^ed 
sections ot these societies 

FimiRfc toH DnaocTiACY UNofu 

Gl OBA'JSATION 

That bnngs us to the heart ol the mallet 
how in a woild so deeply divided by the 
phenomenon ol poverty growing injustices 
and inhumanities ran genuine human nghts 
and democracy be promoted without recourse 
to the political pioccss, both globally and 
within nations' Wc are in Ihc presence ot 
a global corpoialecntcrpnsc that has divided 
the woild between regions that have been 
globalised and regions that have been leli 
out ot the process ot globalisation 
Increasingly the loimcr are impinging upon 
Ihc latter thiough i vaiicly ol technological 
lixe' financiil spcculuions and scams 
and a growing tic up between mtcinational 
liacle and banking and local lorruption and 
criminalisntion within ihc latter hijai king 
both tconomii and ecological resouiccs 
laigc (hunks ot .igiicultural land md co 
opting |x is.ini interests on the one hand and 
prolessional niiiklle classes in the urban 
areas on the other ill witha view lo integrate 
the globalisid woild and vdgi oui the non 
globalised one by disenIranchiMng il under 
vaiious inndilionalitics’ But at the same 
time the I liter is not allowed lo (ully opt out 
of (he globalising thiust delink from it and 
seek an alicrnaiive future the globalised 
elite can tick jou oil but you must actcpi 
Its hegemony 

In led Ihc piojcci ol ginbalisalion does 
ncO perniii any alternatives It is 
lundamentally pioposing a strategy ot 
organising the world which brooks no 
challenge horn without (in terms ol 
aliernativc powti structures) or within (in 
terms ol social movements like environment 
and human nghts) both ot which have been 
denuded of ihcir capacity lo )oin forces and 
align into one common macro challenge 
rhepointisth it movements' by themselves 
do not build power slruclures (even il they 
were not as fragmented and tendered 
politically impotent as they aic today) On 
the other hand the sequence ot political 
developments starting with the ‘end ol the 
cold war lollowcd by the Gull war and the 
doctrine ol a new world order. Ihe games 
ot political and military interscnlions in 
viilnciable regions engineered through the 
United Nations the political use made of 
conferences like UNCED held ai Rio and 
the human rights conference at, Vienna and 
of course the signing ot the GATT agreement 
at Marrakas, does make for a concerted 
effort towards a macro design ot globalised 
politics 

The oveiall result is that legions and 


peoples - and states - that are not integraM^^' 
Into the globalised framework stand 
marginalised and excluded Globalisation 
and marginalisation are two counter images 
ot (he same phenomenon, marginalisation 
being a necessary condition of globalisation 
while globalisation provides an existential 
framework in which millions are 
marginalised, teit unwanted and considered 
dispensable'' fncidentally, even the day 
dreamers of a single unified world - the one 
worlders world federalists as well as the 
more recent proponents of a peaceful and 
disarmed world order' for creating a ‘just 
world - have all, lacking a social philosophy 
and a truly political alternative model, ended 
up endorsing global stractures ot inequity 
and exploitation essentially pinning their 
hopes on technological revolutions, such as 
the mexJem eommunications and information 
order that are supposed lo ‘unify’ humanity 
but have in the end subjugated it under a 
technological paradigm that has only 
strengthened the global structure of 
hegemony and aggrandisement Some of 
the m weic well meaning and none ot them 
had the sophistication and chicanery ot the 
most recent advix ates of a world order, who 
arc at once devoid of any unifying perspective 
Ol even a balance ol perspectives out of 
which a semblance ot order and ‘stability’ 
can he expected so that the ‘ wretched ot 
the earth tan expect some openings for 
their survival and hope tor a better future 
Instead what they are in effect proposing Is 
that Ihe rest of Ihc world accept a colonised 
status and bargain iheir freedom and 
independence for i minimum deserl of 
survival and secunts in short, a new 'social 
coniract’underagloballeviafhanbut unlike 
with Thomas Hobbes not tor all individuals 
and indeed at the cost of millions of them 
Hobbes was a far more enlightened vision 
than IS likely to be Clinton s, even if we 
accept that the ghosts of Reagan md Thatcher 
have been pushed in the background and 
instead we have a truly globalised and not 
neccssanly lascisi gendarme in power who 
believe that theirs is a dilfcrent model ot 
rmipohiik whic h IS meant lo secure gemime 
stability security and peace' 

In reality quite a different ‘global’ trend 
seems to be emerging-ol ‘nations'breaking • 
down without getting regrouped into some 
macro-alternative formations There is ot 
course the grand upsurge of ethnicity and , 
new assertions of nationaJism and sub- 
nationalisin, of a senes of civil wars and) 
larger wars in the making posing the 
challenge of new political alignments thatj 
may or may not be peaceful or non-vtolent: 
of nuclear prolileralions of the mos| 
dangerous kind, accentuating dipiomatiq 
warfare that is preventing de-escaiation ofi 
regional violence and lerronsm', all of this 
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bdng handled by new and cynical power 
groupings, none of which provides a pleasing 
ipeclacle and indeed throws one in moments 
of despair in which one may even want a 
‘global’solution One may still hope perhaps 
to produce a new vision lor this, building 
in part on the original post-war vision of 
liberation, equity and peace while resuming 
the project of the nation state that emerged 
from the rums of the war but transformtng 
It and humanising it making it less repressive 
and on that basis mobilising the people for 
a genuine people's world order But this 
IS a Herculean task that will face serious 
obstacles given the powerful iorces at work 
for the other model of globalisation in which 
fragmentation becomes the basis of 
‘integration 

The best face that that model can put on 
IS based on two sets of claims -de-escalation 
of the arms race and integration of diverse 
economies into a global market oriented 
model of economy and technology Such a 
model has attracted many inluding leaders 
and intellectuals of the third world However, 
with the best of intentions these two claims 
can only work at cross purposes, the ‘global 
economy' making all nations but a few 
continuousfy indebted, forcing them to take 
to either highly hazardous forms of 
industnalisaiion or to the war industry itself 
(the borderline between these two being 
very thin), including manufacture of nuclear 
anns (China, Iraq, Isreal Brazil India, 
Pakistan), in turn inviting either a regional 
oreven a 'global' (which means great power) 
backlash There will be nothing global' in 
such an encounter in the sense of transcending 
national or regional interests In the famous 
words of Toynbee, “globalisation means 
integration into the dominant centre, not a 
multi-lateral process" Whether one likes it 
or not, globalisation does in the end involve 
globalising security concerns and, knowingly 
orinadvertently getting hooked into military 
and intelligence networks of global 
‘interdependence This is also the case when 
one thinks of the emerging nexus between 
national chauvinist drives and the 
international regime ot liberalisation-cum 
pnvatisation, be it in Tibet or Kashmir or 
through the suppression of ethnic minorities 
in Iran, Iraq Indonesia and the like 

Pax Amprk ana 

On ail ol this the principal actor in the 
gamcpian of globalisation is the US, 
irrespective of its economic weakness at 
home and the challenge posed by other major 
powers like Japan and Western Europe to 
Its hegemony For only the US has both a 
global vision and a global strategy Also, as 
things stand in all theatres of the world - 
US-EC, US, Japan, north-south and what 


remains of east-wost - only die US seems 
to call the shots One has just to consider 
the freshness, youth and vitality as well as 
the intellectual poweravailableto the Clinton 
administration as compared to Mitterrand, 
Kohl, Yelstin and the Japanese cabal of 
corrupt politicians feverishly engaged in 
throwing away the country's technological 
prowess and financial and trade positions, 
and one can see the contrasting images that 
are found to permeate the global political 
process Meahwhile all the major gains from 
the spread of liberalisation, whether in 
Jamaica, Argentina, Vietnam, India, China 
or Russia, whether diplomatic or strategic, 
have gone to the US Also, m terms of the 
new strategic and military thinking and 
planning, the major initiatives are again 
likely to come from the US whether this 
be in the republics of the former Soviet 
Union or the former Yugoslavia, the Islamic 
and pan-lslamic world, the Israel Palestine 
issue, even south Africa, and above all with 
respect to Chinese expansion itself And, 
make no mistake it is the US state in 
collaboration with the corporate capitalist 
giants that constitute the new Pax 
Americana 


An this ts gaifdng legitimacy m the imme 
of dmnocracy. And, as hinted earlier, it is 
not democracy in the sente of a multi-polar. 
multilateral, pluralist civilisanon Rather, it 
IS democracy at war, not any longer wlntung 
fnends ahd influencing people round the 
world but rather co-opting power structures 
all round the world, utilising both the models 
of state power (in terms of a statist 'world 
order’) and corporate power (of the economic 
and technological type buttressed by the 
only real ‘global’ institutions, not the UN 
but the World Bank, the IMF and the World 
Trade Organisation launched by GATT) 
We have thus a joint project of permeating 
diverse states by a global m^ket and 
destabilising the political and administrative 
structures ot those very states that once 
posed a challenge to western hegemony but 
are today willing to accept that hegemony 
except in name Whereas the market beomes 
the vehicle for their subjugation to a global 
world order, this being the latest phase of 
both impenalism and capitalism, the political 
benefits of this will percolate to the US ” 
The point is that most of these aie not the 
states as we have known them, nor is it the 
‘tree market' as it is being advocated It is 
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fttfinpeeinf nixM «f» alitoadl WlK • 
new modct of the raartet. lhKMyitic.tKHh 
is a mind set of global homogenisation that 
is out to both deiegitimise and dismantle 
sovereign states round the world while also 
excluding from the global arena a whole 
variety of communities and cultures and 
literally billions of people; women and 
children, old people as well as the new 
generation of the young, the tribals, the 
forest dwellers, the landless and bonded 
labour in the niral peripheries and migrant 
labour in urban slums, the poor and 
discriminated sections everywhere. The 
process has been going on for long but has 
become particularly aggressive following 
the radical restructuring of the ‘world order' 
after the collapse of the Soviet Union as a 
composite state, the decline in both power 
and self-pride of so many nation states of 
the third world, and the new lease on life 
that the old maxim of divide and rule has 
acquired by making clever and diabolic uses 
of the new expressions of social and ethnic 
diversity and of political and cultural 
pluralism inherent in it. It is a mind set that 
seeks to roll over the grand panorama of both 
natural and human diversity and community 
lifestyles into one mammoth overriding 
structure. 

Decline in Resistance 

Surprisingly, it is a mind set that is not 
only being resisted sufficiently strongly by ' 
the affected states and nationalities that have 
everything to lose before this sweep of 
globalisation, but is rather being accepted 
with folded hands. It is the same attitude of 
a new kind of fatalism that seems to be 
passively accepting the onset of major 
catastrophes and growing nsks Growing 
desertification following a mindless model 
of ‘growth’, alongside global warming at 
such a fast pace, poses almost an agenda of 
collective suicide. Meanwhile, as I have laid 
out somewhat grai^ically in my ‘DemocnOic 
Civitas’,^ the condition of children and 
wdmen is fast declining and endangering 
their veiy survival with honour and dignity. 
The growing violence resulting from the 
consumerist ethic of an acquisitive society 
and the murderous competition that it breeds 
has already been referred to earlier in this 
paper. (The environment movement is paying 
leu and less attention to this, perhaps because 
of the growing influence of m^ney power 
and permissive lifestyles on environment 
NGOs and the ‘activists’ dominating them.) 
Much of this is known yet there seems h> 
be' a oomimious seduction by the capitalist 
corporate mind set which is stretching all 
over the world > the socialist world, the third 
world, the welfare states of the west - 
inclwitog among the ‘representMives jpf the 


'pietH^^ (both elected and kelf>B|>pointed ds 
«^th the NOChi), who know tl«tt the material. 
benefits of this mode^ will be avail^e only 
to a few, that the large masses are being 
deliberately excluded and left out, that this 
is bound to generate turbulence arul animus 
and strife, and the result will be politically 
destabilising. 

This will, in pariicular, be the case with 
relatively open and democratic societies 
where the imposition of the global juggernaut 
will affect the very freedoms that they have 
for long cherished. Their elites seem to be 
falling prey to the ‘catching up’ syndrome 
that IS increasingly forcing its way, using 
coercive techniques and making entire 
governments subservient and servile. What 
is being advocated is a notion of unity and 
interdependence of the world. What makes 
it palatable, though, is that this is to be 
achieved through cut-throat competition and 
rivalry using whichever means that works 
Shorn of all values, it is once again (as m 
the 19th century) finding merit in making 
the world and the power structure in it a 
domain for the survival of the fittest 

And as the fittest survive, those not 
considered ‘fit’ and ‘meritorious’ and 
‘deserving’ must of necessity be considered 
dispensable. It is almost like some inevitable 
law of history being played out - a law 
before which al I the talk of equity and justice, 
or the old-fashioned notions of compassion 
and pity, appear meaningless and, of 
necessity, provoke so much cynicism. This 
cynicism in turn lends weight and merit to 
the growing attitude among so many of 
disdain and contempt for the lowly, 
embarrassment at the presence of so many 
poor and destitute, unemployed and 
unemployable, found in whirlpools of debt 

- squalor and disease -< and of enme. Such 
an attitude is not some bizarre or irrational 
psychic state. It is the net result of growing 
polarisahon betweoi a minority backed by 
massive resources, power and the capacity 
to mislead and condition people’s psyches, 
and a vast majority that is economically 
weak, socially divid^and politically pushed 
to the wall but as yet unable to struggle 
together for evolving a common strategy to 
deal with the challenge posed by such a 
polarisation. 

Meanwhile, concepts and movements that 
had been developed for the defence of the 
weak have been margindised and co-opted 
one after another and thrown on the defensive 

- the idea of the ‘South’ and of ‘South- 
South’, the confidence gained by the ‘South’ 
from the time of the OPEC challenge and 
its alignment with the non-aligned 
movement, the idea of a new intemationai 
economic order (NlEO)andofG-77utiIising 
the UN as a forum for pursuing development 
strategies that could lead to ‘collective seif- 


' R^fanoe’.ihe-widelyaiguedandfeveii 
acceptedconceptof‘kltetnatives’ and,fot 
this, the vehidebeingtheiadepenctem nation ' "i 
sutes of the third wortd. ^sion of die 
capacity and confidence of the latter has led 
to a still more massive and deep polarisation 
- between not just a prosperous and powerful 
north and large parts of the south that are 
steeped in poverty and a fragile power base, 
but also between a noith that is able to enjoy 
greener pastures and regimes of peace and 
relative tranquillity and a south that is getting 
increasingly polluted, noisy, violent and 
cririK-infcsted. The former has over time 
succeeded in exporting and ‘transferring’ not 
just hazardous technologies but also 
pollution, violence, drug addiction - and 
dung! , 

Co-oitation 

The irony of course is that global centres 
of hegemony are fast adopting the large 
variety of concepts and ideas that had 
emerged from the alternatives thrown up 
earlierby third world and the formo’ socialist 
world and by the diverse movemenu of 
social change and protest. Indeed, the great 
bearer of these latter, the NGO, is being 
made an agent of the proposed integration, 
unity and interdependence. Hie slate is to 
be sidestepped, the so-called voluntary 
agency and the NGO is to be promoted and 
the various ‘movements’ - peace and 
environment in paiticular but parts of the 
women's movement too - are to be adopted 
as agendas of the new worid order. What 
had staned as micro movements located in 
diverse communities and plural settings or 
had been conceptualised by some third worid 
intellectuals belonging to the ‘alternatives' 
school has now got hijacked by technocrats 
of the global NGOs. With this environment 
becomes ‘management of nature resources' 
rather than struggles to retain people’s rights 
over natural resources. Puce is to be 
perceived as a technology fix” and a result 
of technical interventions by the only 
remaining superpower. As for the women’s 
movement, it is to be gradually co-opted 
through the technology of global 
conferencing and heavily funded projects. 
Also, many of those who gained legitimacy 
by participation in, and closeness to. grass 
roots struggles are to be co-opted (indeed 
have already been co-opted) in the global 
NGOframeworic.essentiallybybeingtnvited 
with open hands by academic centres and 
international NGOs in the north, dishing out 
huge honoraria and per diems." 

. Common to all of this is an undermining 
ofthe political dimensionof these movements 
and struggles and the diverse cultural and 
ethnic settings in which they ate to be waged. 
Paradoxically, the project of undermining 
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the state - the institutional embodiment of 
the polity - also becomes a protect of 
depolitictsation ot both the state and the 
‘movements’ that are engaged iti snuggles 
against it In fact, the ongoing process ol to 
optation may well takeus back to the Reagan 
Thatcher legacy ot downgrading iht state 
and with It the demociatit process as well 
ThedemiKratic upsurge has of course its 
own logic which is bound to keep raising 
Its banner even il it is unable to withstand 
in the short tun thcioinhined backlash from 
centres ot imperial power and corporate 
capitalism The NGOs may not prove Vo be 
the best vehiclclorthe democratic movement 
and against the globalising juggernaut 
Perhaps the main lounter to both 
globalisation and the erosion ol independent 
political sirui turcs will come far more than 
from the grass tools movements from local 
and national political spaces, consisting ot 
socially penpheral hut politically ascendant 
groups and communities, castes and classes, 
and nations in the making in short micro 
movements tx-cupyiilg macro spaces ac ross 
local, national and regional terrains It is 
thiough such stirrings ot civil scxicty that 
we may also witness new moJels ol 
‘altern.Uives' that h.ivc been provided by 
either the bourgeois liberal oi the G.mdhian 
or the traditional left ideologies or the new 
social movements’ represented by the 
NGOs •' 

Notes 

1 Franeis Fukuyama Ihe I nj nf tmd 

the IMan Free Press NiwYoik I9‘92 

2 There has been a lungsiaiidiii}^ concern in 
weslcrn liberal thought about ihc dmgi is 
ot mass society and mass culliiic and ol the 
rise ol demagogy based on a i.row<l 
psychology that may be inheteni in them 
of the passions ind Icmplatiuns lo which 
levolotions give vent and ot the exiessc 
of populist politics in oui own lime Burke 
and locqucvillc Diirkheim and Freud 
Nictrsche and ( amus among oitxrs have 
dwell upon various iinplicaoons ol the rise 
ol the mass sosicly ind ri'volulion iry 
politics These concerns hast ol lalt been 
reflected in India loo cspeeially following 
the growth ot populist polilns from the 
1970s onwards Building on these feats 
though his been the rist ol the present 
dominant tendemy both in the west and m 
India that is iiiixd against the growth ol 
democratic polilns based on elass (e.tsle) 
eibnii and other grass roots ideniiiies and 
making use of the anxiclies lo which all 
these give rise against dissent as such 

T When m the linal round of negoii ilions on 
the CiA nr agreement some wcsici n eounti les 
pressed for aeccptaiicc of nnnimtitn I tbuiir 
eonditions (wages ban on skive libotir 
ehild labour cte) und the environment 
piompted no doubt hy trade union and other 
pressures in the west foi restnlting trade 
inflows lioin the thud world there was a 
hue and cry from the governments ot most 


of the 0 n countries which suddenly, aftef 
proving so pliant and submissive on 
‘structural adjustment’ were found to 
indulge in anti weslcrn (especially anti 
American) rhetoric Significantly, as 
opposed to spokesmen of western 
governments (led by the US vice-president 
fiort) western FNCs were pressing the G 
11 govt rnments lo continue or adopt 
repressive policies ui u m labour 

4 See my "state and Statelessness in Out 
Tune i miuimu and PoUtual Wfekt\ 
Annual Number Vol 26 (II 12) Match 
1991 and Riseoflhcdahts and the Renewed 
Debate on ('asie' tionomn and PidiHeal 
Wrrkh lunc 2S, 1994 I have dealt with 
(he whole paradox ol JisempowctnienI of 
Iht jseopic ol insliiulions of the. state and 
of the stile by global 'tinctures of woild 
capitalism and hcgeninnic points in several 
ofmywnlings Sec mparticiilar Statea^tunu 
Dtmm rill 1 In 'irari hi‘IHunumeOinerjumit 
(Ajanti Delhi l988)and(»r««in(;4mnetfo 
An I\\u\ an Pineth and the Human 
Conti iiiueni til Vilcing(Penguin) New Delhi 
1991) cspeenllylhethapleron IhePolilical 
System and Ihc Pool 

5 On the theme of creating > nation state by 
eneompas'iiig diverse idcntiiics instead ol 
imposing a li inseendent slrueluie sec 

H mgiiu' b\ 1 1 ragde fhaad I he I Weijio/i/i 
Spceiil Anniversary Supplement July 14 
1994 Onihef iiluri toriioke such a conception 
III pluralism socially represent itive see my 
The ciisis ot Kepiesrnlation Hindu 
August It 19*0 

ft For the concept ol intcimcdialt 
aggregation ind its opcialum through i 
unique parly svstem sec niv earlier work 
f'l lifii s III tndni lOiiciil I ongin m Delhi 
19/0) Ihi iilich The Congress System 
in Inc^i 1 shich is how I had described this 
pally s, tcir in 1964 has been reprodui ed 
in my Pidiln i and the People In Searih 
i>l a Illimani hidiii (Ajania Delhi 1989) 

7 I have argueil elsewhere tSemnifi/ Annu il 
Number linniiy I992llhallhe20lhecniuiy 
his alicidy conic lo in end Quite distinct 
Iroin the statist overtones ot the idealist 
school of philosojihy in Liigland even lh< 
classic il libel ils were inspiicd by such in 
auia of the stale W.ilter Bagchol s classic 
till lni;li\h (imtiiiulion laid (hts out in 
I subdued vet p< wertiil way the majesty 
ol the stale served by i balance ol instiluliuns 
and proeedtiii s 

8 The arliliiiilly iiiiposed bordeis and 
boundaries vnhin and bctwicn nation 
stiles ind the equally iitilieially imposed 
centralised colonial legimes which wcie 
continued aftei indejiendcnce are finally 
coming 1 > rc'ost in large parts of the third 
world as well as in pans of the western 
woild and most strikingly in the formei 
socialist world Ihc growing volatility of 
electoral jiulltlics in countries as diverse as 
Japan C anadi the US (the Ross Perot 
phenomenon) Russia (the Zhirinovsky 
phenomenon) Italy and Germany as well 
as the traumatic events that have ovctlaken 
countries carved out of former Yugoslavia 
C/cchoslovaki.i and Georgia (and the near 
total failure ol powerful countries and the 


UN to stem honendoei tides of imtrder and 
starvation in Somalia and Rwamtaf, 
highlight the fast spreading upsurge of 
ethnicity and sub-notionaltsm Fora theoretical 
analysis of the ihetne, see my ‘Ethnicity’ in 
Reihinking Detelopmeni In Search of 
Humane AUernalmt, Ajantn, Delhi 1988, 
and Aspect. Lrmdon 1990) Tor on interesting 
perspective on the rise of civic discontent and 
Its implications for the stability of nation 
slates in the west see Charles S Maier, 
Democracy and Its Disc oiitents / oreign 
Affatrt July-August 1994 

9 These roles - and generally the crucial 

importance of the social objectives of the 
sy stem have rcceis ed inadequate attention 
given the oveiwhelming sway of 
ei onoinistic thinking but they have been 
amply laid out in the conslituTion both 
under the dirct live principles ot slite policy 
and under the chapter on fundamental rights 
as well a> in a senes of articles'dealmg with 
the role of the state in the protection and 
welfare ol the tribais the tninonlies and the 
socially depiised strata I had attempted lo 
emphasise the social dimension as part of 
Ihc country s planned efforts in the dinfl 
chapter on Social Policy in the Eighth 
Plan document under the National Front 
govcriimenl (with the assistance ol Shekhar 
Sharin i) Il was accepted by the other 
iiicnibers ol the Planning ( ommission but 
subsequently diopjied by the rtconslilulcd 
coinmission after the fall ol the V P Singh 
government II is now part of my (irouing 
Amnt tia op cil For a well documented 
ciiltquc ot stale policy from the point of 
view ol Ihc rights ol tribals ami dalils, sec 
B D Shinna s lepoil lo the picsideiit in hts 
^ijiacily as commissioner ol scheduled 
castes and tribes which has rcctmly been 
rcpuhli heJ IMIi/i He/ititid (IfarAnand 
New Delhi 1994) I h ive restated the theme 
in iny contribution lo the compilation 
entitled/ndion Soilety Ioduy Challenget 
ol hi/ualily Iniegratnm and I mpowerment 
edited by Mmhkund Dubey piepared in 
connection with the UN ■'ponsored Sotiaf 
Summit to be held in Copenhagen in 
March I99S 

10 There has been ot late a gieat deal of talk 
about a unique Asian model credited with 
not only high rales of growth but also one 
that had enabled the east and southeast 
Asian countries to match ahead ol tht wc'st, 
also bringing into play a new kind ot 
staiccratt that had been pulling even 
hegemonic powers like the US on the 
defensive (c g by Japan on the trade front 
on Ihc one h.ind and China on the human 
nghts and democracy issues on the othei, 
or Malaysia on the environment front) This 
has also led leaders of some of the NlCs, 
such as Mahathir bin Mohamad ot Malaysia, 
to raise the banner ot third world militancy 
of the right (as opposed to third world 
militancy of the left that was espoused by 
people such as Nasftr, Nkiumah and 
Soekainu), engaged m a friendly encounter 
with the west following the logic of free 
trade and integration into the world market 
hut at the same lime asserting thelt ti^hl to 
wield the power ot the stale as these leaders 
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Slid Ihc Kgiines^or patties) over wl)ieb they 
preside deem best (e g, ChiA vit-a-vis the 
rights of Tibetans or the dissent of the youth 
ill general). In the process they have also 
managed to command a large array of 
intellectual and media support, including, 
interestingly, some sections of the left 
intelligentsia. This also comes in handy for 
the structural adjustment lobby, both within 
these countries and in the west, and the 
latter-day camp-followers like the Congress 
regime in India reeling under the Bonapartist 
sway of Manmohan Singh. 

11 The idea of world order, which is today seen 
as a strategy of global dominance, was for 
long an offshoot of western progressivism 
in the form of liberal internationalism, 
arising from the growing disappointment 
with the states system following the end of 
the ‘balance of power’ phase ol world 
politics with (he first world war It got a 
further fillip after the experience of fascism 
on the one hand and coiniiiunisin on the 
other. This drew in particular upon a branch 
of the discipline of international law that 
thought of promoting "world peace through 
world law" as a model of both 
conceptualisation and research. A book of 
that name by Grenville Clark .and l.a>uis B 
Sohn (Harvard University Press, first 
published in 1956) had a consideiahle 
influence m the U.S and m world federalist 
circles in some countries in Europe. An 
institute called the World Law Pund was 
. established m the 196()s, and leading cx fx'rls 
in international law. Saul Mendloviic and 
Richard A Palk among them, launched a 
research proiccl called the World Order 
Models Project in which scholars from, 
various piarts ol the world (All Ma/.rui, 
Johan fjattung. Yushikazu .Sakainolo and 
(he presen( another among them) were 
invited to parlK'ipate. This led to a senes 
of publications which provided a variety of 
regional 'models’ of world order This led 
to quite a few dissenting woildvicws (as 
against the world federalist one) and 
‘models’ of change and transformation in 
the prevailing ‘world order’. Both in my 
Footsteps Into The Future and in subsequent 
wntings in the journal Alternatives, which 
I edited for the first 10 years, I had expressed 
my differences with the western exponents 
of world order. I left the project in 1993. 

2 ‘This Centre Cannot Hold’. Seminar. Annual 
Number, January 1993,’Hanging By a 
Fragile Thread’, The Telejtraph. op cit. 

13 For a fuller treatment of this theme, see my 
Growinfi Amnesia, op cit, especially the 
chapters called ‘Overview’ and ‘Global 
Setting’. 

14 For a somewhat comprehensive treatment 
of the role of the state under thcyicw global 
corporate model of capitalism, see my 
‘Capitalism and the Role of the State’ in 
Chanshyam Shah fed). Capitalist 
Development: Critical Es.\ays (Felicitation 
Volume in honour of A R Desai. Popular 
Prakashan, Bombay, 1990. 

15 I have dealt with various facets of the.se issues 
in my series of five books dealing with humane 
governance, alternative development and 
(lenjocratic politics, and the impfiMtio^ of 


fheae' for a hum|me'Wp^%(ier (h^ 
‘ttahsfinmiation an^ survfd’, published tn 
t988-S9 by Ajanta Pubiicidions. Delhi, also 
by Aspect Publications, London in 1990 

16 In Ga^ji’s arresting language, "...it will 
be an oceamc circle whose centre will be 
the individual always ready to perish for the 
village, till at last the whole becomes one 
life composed of individuals, never 
aggressive in their arrogance, but ever 
humble, sharing the majesty of the oceanic 
circle of which they arc integral units.. ’’ 

17 It is the search for simultaneous pursuit of 
these twin foci - regional and decentralised 
movements for democratic nghis of various 
nationalities and cultural identities, and 
social movements for equity, participation 
and self-governance of diverse communities 
- that led to the formation of the Federal 
Frtml (now renamed Front for a Federal 
India), which held its founding conference 
on ‘Federalism and Threats to Diversity’ in 
Calcutta in 1986 and its most recent 110th) 
convention on the struggles ol peoples and 
communities and regions in the north-east 
held in. Guwuhati in 1994 The Front is 
composed of a large network of grass roots 
and regional movements, left political 
groupings (including some M-L parties), 
human rights activists, and intellectuals 
commuted to a comprehensive conception 
of the federal idea The author had the 
pn vilcgc ot drafting the initiating document 
in Calcutta and has been associated with it 
along with other intellecuials ever since 

18 .See my ‘State and Statelessness in Our 
Tune’, op cit; Growing Amnesia, op ctl. 

19 .For a short but well-documented critique 
ot the recent scam, .see Seema Mustofa and 
Anuradha M Chenoy (ed.s). The Siam- The 
Cover- Up and Compromise (Wiley F,astern, 
New Delhi, 1995) 

20 Much has been written on the idea of 
progress, the great battle cry of Ihc European 
enhghlennieni and its enormous sweep 
acro.s.s the globe For n iheorelieal-cum- 
historical analysis based on the literature 
that IS available, see my Footsteps into the 
Future (Orient Longman. New Delhi and 
Free Press, New York. 1974). For a recent 
historical-fitni-ideological overview, 
bringing the cnliquc up to date and making 
It relevant for our lime, see Amiya Kumar 
Bagchi ’Democracy ami Development in 
Post-Soviet ViorUV .Fconomicond Polilictil 
Weekly. fJecember 31, 1994 

21 Refuting Franci.s Fukuyama’s thesis of the 
“end of hi.story”, the Harvard political 
scientist Samuel P Huntington has adopted 
the ‘civilisaiional’ route forcanymg forward 
‘history’, m short combating Islam, the 
Confucian challenge and Hindu India, 
treating them as the next set of frontiers 
(having already defeated world 
communism). See his paper in Foreign 
Affairs. Volume 72 (3), Summer 1993 For 
a sharp rebuttal from an Asian thinker, sec 
Chandra Muzaffar, ‘The Clash of 
Civilisations or Camouflaging Dominance?’ 
Ju.st Commentary. Volume 5, .September 
1993 There have been other critics loo, 
including in the US. For Huntington’s 
response to some of these see his ‘If not 




Givilisatibnt. Wbjit? Paradigms of the Pos^'i 
Cold War World’, Fortign Affairs, Volumi 
72, Number 5, November-December 1993. 

22 That the government of India and many 
other governments in the diird worid (the 
Chinese being at the forefiont of them all) 
are violating human rights cannot, of course, 
be gainsaid. That they ore at the same time 
shielding their actions and policies through 
anti-imperial rhetoric and a new brand of.’' 
C-IS diplomacy is also true. But none of 
this can offset the opportunism of US' 
diplomacy on this front. See my ‘Human 
Rights Offensive: Damage Done by US 
Support’, The Tunes of India, April 9,1994', 

23 The theme was developed at some length 

' in ‘Of Humane Governance’ in my State 

' against Democracy In Search of Humane 

Guvernunce, op cit. and taken up further as 
part of a democratic of the stale under the 
new critique development paradigm 
promoted by globalisation in Growing 
Amnesia, op cit 

24 I had developed this critique first as part 
of the debate on world order within the 
idealiMic camp of world orderism as found, 
among othcr.s. in the World Order Models 
Project This was first published in June 
1979 in AUematives, Volume 5(1), entitled 
^'owards a Ju.sl World' and later as ‘Justice 
and World Order’ in Transformation and 
Survival In Sears h of Humane World Order 
tA)anla. Delhi. 1988) As I had argued there, 
Ihc new rhetoric of world order employed 
by the world corporatisl elite "has sought 
to gain legitimacy from a radically different 
and fare more idealistic school of thinking 
in the U.S which is committed to world 
order’’, and “how, in a period of imperial 
retre,il, new Icgitinirsalion is sought from 
dissident sources, how the paranoid strains 
in national culture converge with idealistic 
Strains in the same culture to produce a new 
ideology in Ihc defence of old interests” 
(emphasis added) 

25 I'liere arc. ot course, signs of growing 
divergence between the global imperial 
drive, lueulcd along the terrain of the stales 
system, and the new global model of 
cupilulism operating along a terrain that is 
apolitical and technological and independent 
of the states system. I shall be dealing with 
this divergence in my forthcoming book on 
globalisation. But there is also growing 
evidence that the United Slates is likely to 
improve its position in both the global 
terrains, of course paying serious social 
costs within the US t and not just worldwide). 

26 Published in Rum Bapat and Pushpa 
Surendru (eds). Critical Issues in Indian 
.Hmiely, Eaithworin Books. Madras 1994, 

27 See my ’Peace asaTec.hnoh)gyFix’inrraiu- 
formalion and Survival, Delhi. Ajanta. 1988 

28 Un the overall scenario depicted in the last 
three sections, see my ’Yawning Vacuum: 

A World without Alternatives’, Eitmomlc 
and Falitical Weekly, Volume 28 (22), May 
29, 1993, and A/rermi/ivc.v Volume 18(2), 
.Spring 1993 , 

29 I have developed the basic argument for 
such a new model ot alternatives in my 
‘Rice of the Dalits and the Renewed Debate 
on Castes’, op cit 


1603 





Bank of America 



CAPITAL AND 
LIABILFITES 

Capiul 

Reserves and Surplus 

Dqjosits 

Bomwings 

Odier Liabilities and 

Provisions 

TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks and 
Money H Call and 
9ioit Notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contiagent Liabilities 12 

Bills for Collection 
Notes to Accounts 17 


BANK OFAMERIC^A 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


BALANCE SHEET AS ON MARCH 31, 1995 


(000s omitted) 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1995 


(000s omitted) 


As on 
March 31, 
1995 
Rupees 

As on 
March 31, 
1994 
Rupees 

2,000 

2,817,337 

21,955,748 

1,360,186 

2,000 

2,273,858 

17,540,070 

1,201,722 

1,688,238 

1,150,418 

27,823,510 

22,16J,067 

2,498,247 

1,046,845 

53,432 

8,130,095 

14,763,625 

338,297 

2,039,815 

168,212 

10,474,453 

8,103,811 

403,956 

1,970,792 

27423,510 

22,168,067 



130.472,628 

83,666,544 

191,768 

1,117,563 


Year Ended 
March 31, 
1995 

Schedule Rupees 



1. INC(»ME 

Interest earned 13 

Other income 14 

TOTAL 

2. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions arid 
contingencies 

TOTAL 

3. PROFIT BEFORE 
INCOME-TAX 

Provision for Taxation 

4. NET PROFTT FOR 
THE YEAR 

5. AmtOPRUTIONS 

Transfer to Statutory 
Reserves 

Transfer to Revenue 
and Other Reserves 

TOTAL 

Notes to Accounts 17 


2,870,175 2,214,583 

545,773 784,918 


3,415,948 2,999,501 


1,487,498 1,122,388 

655,121 667,632 

65,849 270 


2,208,468 1,790,291 


1,207,480 1,209,211 

664,000 698,362 


543,480 510,849 


108,696 102,170 

434,784 408,679 


543,480 510,849 



As per our report of even date 


BfXUCAR A MUZUMDAR 


CHARTERED ACCOUNTANTS 

Sdf- 

Sdl- 

AMBI VBNKATESWARAN 

DILIP M. MUZIAADAR 

CmEP EXECUTIVE CXl^CER 

P/gftlNER 

B(»iBAY. June 29. 1995 
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bXNK of AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 


Bank of America 

(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31. 1995 

(000s omitted) 

(OOOs omitted) 


As on 

As on 


As on 

As on 


March 31, 

March 31, 


March 31, 

March 31. 


1995 

1994 


1995 

1994 


Rupees 

Rupees 


Rupees 

Rupees 

SCHEDULE 1—CAPITAL 



SCHEDULE 3—DEPOSITS 



1. Amount brought in as 



A I Demand Deposits 



start-up capital 

2,000 

2,000 

i) From Banks 

28,622 

133,110 



ii) From Others 

2,836,612 

2,542,650 

2. Dqx»it with Reserve Bank 






of India under Section 11(2) 
of the Banking Regulation 



11 Saving Bank Deposits 

1,397,898 

633,320 

Act, 1949. Government 



III Term Deposits 



Securities of the face 



i) From Banks 

617,244 

25,336 

value of Rs 640,000 
included in investments 



II ) From Others 

17.075,373 

14,205,655 

Nil 

Nil 

TOTAL 

21,955,748 

17,540,070 

(previous year Rs 510,000) 

TOTAL 

2,000 

2,000 

B i) Deposits of Branches 

in India 

21.955.748 

17,540,070 







II) Deposits of Branches 






outside India 

Nil 

Nil 

SCHEDULE 2—RESERVES 



TOTAL 

21,955,748 

17,540,070 




AND SURPLUS 



SCHEDULE 4-aORROWINGS 



I Statutory Reserves 

500,647 


A Borrowings in India 



Opening Balance 

398,477 

i) Reserve Bank of India 

882,541 


Add—^Transfer from Profit 



II ) Other Banks 

204,094 


and Loss Account 

108,696 

102,170 

III) Other Institubons 




and Agencies 

Nil 

Nil 


609,343 

500,647 








2. Capital Reserves 



TOTAL 

1,086,635 

1,191,905 

Opening Balance 

Add—Transfer from Revenue 
Reserves 

879,857 

568,777 

B Borrowings outside India 

273,551 

9,817 

400,000 

311,080 

TOTAL 

1,360,186 

1,201,722 


1,279,857 

879,857 

Secured borrowings in 






A and B above—Nil 



3. Revenue and Other Reserves 






Opemng Balance 

893354 

794,885 

SCHEDULE 5—OTHER 



Add—Transfer from Profit 


408,679 

LIABILmES AND 



and Loss Account 

434,784 

raovisioNs 




1328,137 

1,203,564 

1. Bills Payable 

646,946 

263,001 

Less—^Transfer to Capital 


311,080 

2. Intoest Accrued 

221,750 

227,084 

Reserves 

400,000 

Add—Prior Period Adjustment 

Nil 

870 

3. Intu'-Office Adjustments (net) 

479,581 

466,441 


928,137 

893,354 

4. Others (including provisions) 

339,961 

193,891 

TOTAL 

2.817337 

2,273,858 

TOTAL 

1,688,238 

1.150,418 








Bconomte and PMWcal We^y July 1, 1995 
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(ljJ Bank of America 

BANK OF AMERICA 

NATIONAL TRUST & 

SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 

SCHEDULES FORMING PART Oh BALANCE SHEET AS ON MARCH 31. 1995 

(0(X)s omitted) 

(OOOs omitted) 



As on As on 
March 11. March 11 
1995 1994 

Rupees Rupees 


SCHEDULE 6--CASH AND 
BALANCES WnH RESERVE 
BANK OF INDIA 

1 Cash in hand (including 
foreign currency notes) 

2 Balances with Reserve 
Bank of India 

a) In Current Accounts 

b) In Other Accounts 

TOTAL 

SCHEDULE 7—BALANCES 
WITH BANKS AND MONEY 
AT CALL AND SHORT NOTICE 

I IN INDIA 

i) Balances with Banks 

a) in Current Accounts 

b) in Other Deposit 
Accounts 

ii) Money at Call and 
Short Notice 

a) With Banks 

b) with Other Institutions 


II OUTSIDE INDIA 

i) In Current Accounts 

ii) In Other Deposit Accounts 
111 ) Money at Call and 

Short Notice 


TOTAL I & II 

SCHEDULE »—INVESTMENTS 

I Investments in India 

1 Government Secunties 

2 Shares 

3 Debentures and Bonds 

4 Others 

II Investments outside India 

TOTAL 


26.057 25,480 


2,472,190 1,021 164 

Nil Nil 

2,498,247 1,046,845 


51,172 165,580 


51,372 165 580 


Nil 

2.060 

53,432 


Nil 

2,632 

168,212 


6,033,381 5,202,843 

600 600 

1,972.306 3,266,349 

123,806 2,004,661 

Nil Nil 

8,130,095 10,474,453 



SCHEDULE 9^ADVANC£S 
A I Bil's purchased and 
discounted 
2 Cash credits. 

Overdrafts and Loans 
repayable on demand 
1 1 erm loans 


1,940,620 1,961,421 


4 Less Bills Rediscounted 
TOTAL 

B 1 Secured by tangible 
assets 

2 Covered by Bank/ 
Government Guarantees 
1 Unsecured 

4 Less Bills Rediscounted 
TOTAL 

C I Advances in India 

1 Priority Sector 

2 Public Sector 
1 Banks 

4 Others 

Less Bills Rediscounted 
TOTAL 

II Advances outside India 
lOTAL 

SCHEDULE 10—FIXED 
ASSETS 
I Premises 

Cost as at April I, 1994 
Additions dunng the year 
Revaluation during the year 

Deductions during the year 

Accumulated depreciation 
to date 

Capital works in progress 
TOTAL 


11,748,142 

^.015.649 

15,724,411 

960,786 


6,418.024 

_979.M2 

9.158,470 

1.254.659 


14,763,625 8,103,811 


9,696,591 4,779,853 


1,114,725 

4^93,093 

15.724,411 

960,786 


930,560 
3,648 057 

9.358.470 

1.254,659 


14,763,625 8,103.811 


958,607 

345,122 

24,388 

14.196.294 

15,724,411 

960,786 

14,763,625 

_ Nd 

114,763,625 


1,018,872 

833,461 

117,243 

J7,38093 

9,358,470 

1,254.659 


8,103,811 


Nil 


8,103,811 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31, 1995 


(000s omitted) 



II Other Fixed Assets 
Cost as at Apnl 1, 1994 
Additions dunng the >ear 

Deductions dunng the year 

Accumulated depreciation 
to date 

Assets under installation 
TOTAL 
TOTAL I A II 

SCHEDULE 11—OTHER 
ASSETS 

1. Inteiest Accrued 

2. Tax paid (net of liability) 

3 Stationery and stamps 

4 Others 

TOTAL 


As on 
March 31, 
1995 
Rupees 

As on 
March 31, 
1994 
Rupees 

531,437 

57,062 

458,389 

97,274 

588,500 

48,545 

555,663 

24,225 

539,955 

531,437 

304,704 

235,219 

235,251 

3,810 

296,218 

31,396 

239,061 

327,614 

338,297 

403,956 

368,738 

481,539 

2,890 

1,186,648 

291,457 

198,960 

3,775 

1,476,600 

2,039,815 

1,970,792 




(000s omitted) 


As on 
March 31, 
5 1994 

IS Rupees 


SCHEDULE 12-CONTINGENT 
LIABILITIES 

1 Liability on account of 
outstanding forward 
exchange contracts 

2 Guarantees given on behalf 
of constituents 

a) In India 

b) Outside India 

3 Acceptances, endorsements 
and other obligations 

4 Other items for which 
the Bank is contingently 
liable 

TOTAL 



142,937,055 

78,679,387 

1,663,956 

Nil 

1,417,428 

Nil 

5,195,606 

2,335,193 

676,011 

1,234,535 


150,472,628 83,666,544 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31, 1995 


(0(X)s omitted) 



SCHEDULE 13—INTEREST 

EARNED 

1. Interesl/discount on 
advances/bills 

2. Income on investments 

3. Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

4. Others 

TOTAL 

SCHEDULE 14—OTHER 

INCOME 

1. Oimmission, exchange and 
brokerage 

2. Profit on sale of investments 

3. Profit/(Loss) on revaluation 
of investments 


Year Ended 
March 31, 
1995 
Rupees 

Year Ended 
March 31, 
1994 
Rupees 

1,835,877 

979,478 

853,584 

1,233,764 

38,490 

16,330 

105,520 

21,715 

2,870,175 

2,214,583 

204,978 

143,628 

110,458 

530,194 

(16,978) 

Nil 



4 Profit on sale of land, 
buildings and other assets 

5. Profit on exchange 
transactions 

6. Miscellaneous income 

TOTAL 

SCHEDULE 15—INTEREST 

EXPENDED 

1. Interest on deposits 

2 Interest on Reserve Bank 
of India/inter-bank 
borrowings 

3. Others 

TOTAL 


(000s omitted) 

Year Ended 
March 31, 
1995 
Rupees 

Year Ended 
March 31, 
1994 
Rupees 

13,059 

2,239 

188,722 

12,313 

139,158 

2,869 

545,773 

784,918 

1,062,698 

915,739 

346,547 

78,253 

1 

202,486 

4,164 

1,487,498 

1,122,388 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31. 1995 


(000s omitted) 



SCHEDULE Ifr-OPERATCMG 

EXPENSES 

1. Payments to and provisions 
for employees 

2. Rent, taxes and lighting 

3. Printing and stationery 

4. Advertisement and 
publicity 

5. Depreciation on bank's 
property 

6. Directors’ fees, allowances 
and expenses 


Year Ended 
March 31. 
1995 
Rupees 

Year Ended 
March 31, 
1994 
Rupees 

190,488 

134,456 

20,133 

287,073 

101,401 

14,038 

18,940 

18.024 

118,014 

75,979 

25 

16 



7 Auditors’ fees, 

and expenses (including 
branch auditors) 

8. Law charges 

9 Postages, telegrams, 
telephones, etc 

10. Repairs and maintenance 

11. Insurance 

12. Other expenditure 

TOTAL 


(000s omitted) 

Year Ended 

Year Ended 

March 31, 

March 31, 

1995 

. 1994 

Rupees 

Rupees 

553 

1,432 

842 

4,111 

55,484 

52,531 

41,001 

41,818 

1,133 

844 

74,034 

70,364 

655,121 

667.632 


SCHEDULE 17—NOTES TO ACCOUNTS 

. ACCOUNTING POLICIES 

a) Accounting Conventions 

The Financial Statements are drawn up in accordance with historical cost convention on accrual basis except in case of 
Commission on Guarantees & Letters of Credit and Payments under the Early Voluntary Retirement Scheme of 1988, 
which are accounted on cash basis 

b) Foreign Currencies 

Assets and Liabilities in foreign currencies, except for non resident deposits in FCNR (A) Accounts, are translated into 
Indian Rupees at rates current at Balance Sheet date as prescribed by FEDAI. The net exchange difference arising thereon 
t$ charged or credited to profit and loss account as prescribed by the RBI 

c) Investments 

Investment Secunties are valued at cost plus discount, if any, accreted till date. Trading Secunties are valued at lower 
of cost and mailcet value as presenbed by the RBI. 

d) Fixed Aaaets 

Fixed Assets other than Premises (refer Note 2), are stated at cost less accumulated depreciation. Depreciation is charged 
on the straight line method, at rates higher than those prescribed in Schedule XIV of the Companies Act, 1936, as per 
the global policy of the Bank. 

e) Advances 

Provisions for doubtful advances have been made to the satisfaction of the auditors and in accordance with the norms 
presenbed by the RBI, based on a periodic review of advances, and after taking into account the portion of advances 
guaranteed by the Deposit Insurance and Credit Guarantee Corporation, the Export Credit and Guarantee Corporation 
and similar statutory bodies. 

f) Staff Benefits 

Provisions for gratuity/pension benefits to staff have been made on accrual basis except for the liidiility mentioned in 
Note 3. Separate funds for gratuity/pension have been created. 

Premises include an amount of Rs. 78,437,133 on account of revaluation made on March 10, 1993. 

The liability pertaining to employees who retired under the Bank’s Early Voluntary Retiremmt Scheme of 1988 is being accounted 
for as and when it falls due mdet the Scheme. The liability under the Scheme as on March 31,1995 as acturfially determined 
is Rs. 6,139,000. 

Investments include; 

a) Bonds valued at Rs. 67.67 million (face value Rs. 71.33 million) which were misplaced in transit. Necessary action in 
terms of lodging HRs with the Police and notifying the issuers of the bonds has been taken. The Bank continues to 
hold valid legal utle to the bonds as their registered owner. 
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BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


b) Bonds valued at R$ 182 72 million (face valu<: Rs 220 million) currently registered in the name of a third party which 
has been notified under Sectioa 3(1) of the Special Court (Trial of Offences Relating to Transactions in Securities) Act, 
1992 

Claims aggregating to Rs 801.45 million have been made on the Bank by another Bank on account of securities that were 
allegedly not delivered The Bank has disputed these claims and has been legally advised that they are not tenable 
The Custodian/Nourted Person under the Special Court (Tnal of Offences Relating to Transactions in Secunties) Act. 1992 
have made claims for delivery of Units/Bonds aggregating to Rs 710 million (face value) alongwith consequenual gains thereon 
The Bank has disputed (he claims and has been legally advised that they are not tenable 
Previous year figures have been regrouped and reclassified wherever necessary 


As per our report of even date 
BORKAR & MUZUMDAR 
CHARTERED ACCOUNTANTS 


Sd/ Sd/- 

AMBI VENKATESWARAN DILIP M MUZUMDAR 

CHIEF EXECUTIVE OFFICER PARTNER 

BOMBAY June 29. IW 


AUDITORS’ REPORT ’ 

Wc have audited the attached Balance Sheet of Indian branches of Bank of Amenta NT and SA as on March 31,1995 and also 
the Profit and Loss Account of the Indian branches of the Bank for the year ended on that date 

In accMdance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions of Sub Sections (I), 
(2) and (5) of Section 211 and Sub Section (5) of SecUon 227 of the Companies AcU 1956, the Balance Sheet and Profit and Loss 
Account, together with notes thereon, are not required to be and are not drawn up in accordance with Schedule VI to the Companies 
Act 195b The accounts are, therefore, drawn up in conformity with Forms A and B of the Third Schedule to the Banking RegulaUon 
Act. 1949 

•*, 

We report that 

(a) We have obtained all the informauon and explanations which to the best of our knowledge and belief were necessary for the purposes 
of our audit, and have found them to be satisfactory 

(b) The transactions which have come to our notice have been in our opinion within the powers of the Bank 

(c) In our opinion, proper books of account as required by law have been kept by the Bank so far as appears from our examination 
of those books 

(d) The Balance Sheet and Profit and Lots Account of the Indian branches of the Bank dealt with by this report are m agreement 
with the books of account 

(e) Reference it invited to Notes in Schedule 17 regarding investments (Note 4), claims made by other banks on account of secunties 
allegedly not delivered (Note 5), and claims made by Custodian/Notified Person under Special Court (Trial of Offences relating 
to Transactioiu in Securities) Act 1992 (Note 6) 

Subject to the above, in our opinion, and to the best of our information and according to the explanations given to us, the said 
accounts read with other notes thereon give the information required by the Companies Act, 1956, in the manner so required for 
Banking Companiea, and on such basis the said Balance Sheet gives a true and fair view of the state of affairs of the Indian 
Branches of the Bank as on March 31.1995 and the Profit and Lots Account gives a true and fair view of the Profit of the Indian 
Branches for the year ended on that date 


For BORKAR & MUZUMDAR 
CHARTERED ACCOUNTANTS 


BOMBAY: June 29. 1995 


Sd/. 

DILIP M MUZUMDAR 
PARTNER 
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Dismantling Men 

Crisis of Male Identity in father, Son and Holy War’ 

Rustom Bharucha 

Besides utmting the theme of hegemonic masculinity \itthin the spei ijic political atmosphere and organisation of the 
Hindu right in lontemporary India Anand Patwardhan s film moves out in different directions to illuminate the crisis of 
male identity in society at large 


WITHIN the patnarchal dctermintsms of 
UHitemporary cultural practice in India it is 
rare to encourlter a film like Anand 
Patwardhan’s Father Son and Holy War’ 
that compels one to confiont the dubious 
pnvilege ofbeing a ‘man in Indian society 
What began as a documentary on the Hindu* 
Right and its legacy of communal and lun 
damentalist violence became in 
Patwardhan'swords, reflection on the crisis 
m male identity’ To what extent the film 
succeeds indismantling its own implications 
in this crisis is subject to discussion at many 
levels What cannot be denied, however is 
that It does offer a very strong exposure of 
patriarchy, and the beginnings ot a critique 
against masculinity, perhaps the first ot its 
kind in Indian cinema Indeed if one agrees 
with the general validity ot the statement 
i’Most men do not know they have a gender 
They can afford to take their sex for granted 
It IS the norm (Middleton 1992 II] ‘Fa 
ther. Son. and Holy War (FSHW), I would 
imagine has the potential to shatter such 
complacency particularly among its male 
spectators Speaking for myself, I would 
acknowledge that the film does provoke 
reflcxivily (even though it is not reflexive 
itselO by representing diverse ways in which 
masculinity has been shaped and is m the 
process of being consuiicted through pain 
aichal structures in contemporary India 
Though Patwardhan maintains a discreet 
silenceon alternative masculinities (and male 
sexualities), his film nonetheless suggests, 
through the sheer debasement of patnarchy 
that It represents so relentlessly the necessity 
of envisioning other ways of being a man 
The emphasis of my discussion is on 
‘masculinity’ ratherthan ‘patriarchy though 
It IS obvious that the terms are deeply 
embedded in each other’s discourse though 
their inflections are different It would be 
one thing to say that FSHW is against 
patnarchy - that would indeed, be a loaded 
truism given the predominance in 
Patwardhan’s film of the systems values 
and beliefs created and regulated by men. 
for the benefit of men But to read a entique 
against masculinity in the film, as 1 choose 
to, IS a more contradictory and provocative 
propostion, not least because this entique is 
subsumed - almost secreted - in the large 
representation of patnarchy 


There is also the problem of pnoritising 
terms within the existing catcgoncs of secular 
discourse Most Indian men in professional 
disciplines even those involved in feminist 
bashing at covert levels, would have no 
problems with articulating positions against 
patnarchy At an academic level patnarchy 
has become very icspei table But these very 
men would possibly find it a little more 
difficult if notembarrassing toacknowledge 
that they arc against masculinity, because 
the unavoidable inference in such a position 
would suggest an undermining of their 
manhood itscit 

Man masculinity manhood the 
terms are not that clear Do you become 
a man or are >ou born one> Are men 
necessanly masculine t Indeed, some men 
may lejcct their masculinity on ideological 
and/or sexual grounds And vet there are 
so many false assumptions here insofar as 
It IS often assumed that homosexuals, for 
example arc not men’ they are feminine 
Yet gay and homosexual cultures, however 
unofficial, are often marked by strung 
masculine codes So, does masculinity in 
this case become a style’, a representation 
a role , a manner ot projecting manhood’’ 
fhe question is deeply ambiguous At this 
point in time particularly in India where 
the relationship ot male sexuality to gender 
IS almost totally silenced (or perhaps not 
considered to be an issue worth discussing) 
- we have no choice but to accept, “The 
relationship ot masculinity to other nouns 
like male man manhood, manliness and 
virility IS far from obvious ' We can begin 
perhaps by regarding the essentialised 
category ot purusatva’as applying to Indian 
men in general with deep suspicion 
If masculinity needs to be defined, 
however provisionally, it would be necessary 
not to accept it as a ‘given , a natural’ 
attnbute of men, but to see it from multiple 
perspectives as a social and political 
construction that develops in specific ways 
at particular points in time through patri 
archal interventions Though it expresses 
Itself through particular body-behaviour, it 
IS not intrinsically or unconditionally a 
biological phenomenon Nor is it a ‘fixed 
entity , even though it is often projected 
through ngid, identifiable signs Here, too, 
one must be prepared to accept more ‘fluidity’ 


in what would seem like an unqucstionidily 
‘hard’ phenomenon 

There is, as R W Connell rightly 
emphasises, no ‘one pnmarv determinant’ 
for masculinity no first cause like‘original 
sin (though the separation of the male child 
from the mother is often regarded by 
psychoanalysts as providing the condition 
tor a nascent masculinity shaped by the 
codes of an external, authoritarian, non- 
matemal world ruled by men) [Middleton 
1992 153] ’Instead of seeking such‘causes’ 
for a master narrative on masculinity, it 
would be more accurate to acknowledge a 
plurality of masculinities shaped by different 
hisotneal processes and institutions And 
yet interestingly, even Connell who 
advocates such a perspective, feels the need 
to inscribe the ‘hierarchy’ of masculinities 
within a hegemonic masculinity This 
would suggest that for all the differentiations 
in masculinity, there are at certain points in 
time - not just in the process of a man s 
life but at particular junctures in history - 
consolidations of power that produce a 
construction ot ‘what it means to be a man 
in very specific ways,-which is then prop¬ 
agandised at mass levels through popular 
consent 

It IS this ‘hegemonic masculinity’ that is, 
to a large extent, the subject of FSHW within 
the specific political atmosphere and 
organisation of the Hindu Right in 
contemporary India, particularly in the 
aftermath of December 6, 1992 While the 
narrative of the film is contextualised within 
this time-frame, including certain events 
preceding, yet foreshadowing the crisis in 
Ayodhya, the discourse of FSHW “ 
concentrates on the patnarchal rhetoric of 
communalism and fundamentalism, while 
dispersing in different directions to illuminate 
the ‘crisis of male identity’, which 
(understandably) the film does not attempt 
to resolve 

‘Them’ and ‘Us‘ 

Structured in two one-hour segments, 
ironically entided ‘ Agnifianksha’ ami ‘Hero 
Pharmacy’, Patwardhan’s documentary 
negotiates a wide range of locations and 
contexts, ranging from the developments 
following Roop Kanwar’s murdef at the san 
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iMi ^Debnfat. te 

mwitf tcAMM fo Afcnedab*^^ 
in 1987. ^ IntertutioMd Pudmiutiiiethli 
Yligna (the ritual for the birth of lom) is 
Co^in. Kerala. 1992; the aftemush of the 
Babri masjldcnsisIeadoigtothedevaatatiOB 
of the Bor^y riots in 1993 Indeed, the Blm 
opens with the burning embers of these nots. 
accompanied by the voices of men - 
disembodied, dewitory, casually inhuman 
- which are punctuated with sharp 
demarcations of ‘them’ and *us' The terror 
of these dichotomies ties in their shifting 
uses which merely reinforce the same deadly 
scenario of ‘othenng’ 

On the one hand, there is seif-reassurance 
as a voice reveals, ‘there is fear only for the 
Muslims’ (by implications, ‘we’renotafraid, 
there’s no threat to us’} In the mode of 
retaliation,anothervoicegliblyasscits, ‘They 
do It, we do It too’ in a more siraster mode, 
there is an admission ‘A list was prepared 
They knew the names’ (‘They’’ Unnamed 
leaders in compliaty with the arsonists) 
Through all the terror, there is an almost 
perverse attention to detail - the ‘low-caste’ 
Hindus did the Iporing, while members of 
‘high society bought the loot Patwardhan’s 
camera focuses on what was not looted - 
bumcd-out bales of cloth lying in front of 
emptied shops owned by Muslims The 
deliberate violence is undercut through the 
men’s nonchalance ‘Remember Jagjit 
Singh’s song - If people are afraid, why go 
out of the house’’ Another man puts it more 
bluntly 'How do I feeP I’am having fiin’ 
'Miyaatahain' Patwardhan compels one 
to listen to what is normally saniUsed or 
deleted as irrelevant in academic discourses 
on communal violence The dehumanisation 
of the men is heightened through one of the 
most terrifying shots in the entire film (for 
which, 1 believe, Patwardhan had to fight 
with the Onsor Board in order to justify its 
selection and duration) an almost surreal 
sight of a charred corpse lying on the street, 
hardened through ngor mortis, one leg 
streched upwards, the body corroding like 
a piece of metal, past which pedestrians 
walk, as if it were a piece of garbage Hw 
sheer horror of the image lies not in lU 
grotesque physicality, but in Patwardhan’s 
ability to niudte us confront the banaiisation 
of vtoiencc His non-voyeunstic use of the 
camera, in this respect, u exemplary 
Apart from the opening seqljoKe, the 
entire namuive ofFSHWcan be read around 
dK polarities of ‘them’ and! 'uf' It is not 
sufficient in this regard fbr the enemy to be 
branded within the construction of a single 
‘other’ Tliat ‘odier’ needs to be linked to 
several ‘others’. Note, fttr example, the 
progression of the ftdlowing statements, 
which ate nmde spentamedwaly by memban 
in a bidligetvnt cr&wii: ‘let Rae and V P 
Sin|d> become Mnelims’; *ii«t Rno wear a 
sari’; ‘Wearing earn is a sin (‘paapT^ To 


be^wMi.die| 

amondie ‘ether’ ride as ’seciriar’ pcrilticians, 
But it )S not enough for them to be tuanded 
aa secular. They also have te he 'Muslims’ 
Even that IS not enough, so out comes the 
insult fiiom a sullen taenagor. ‘Let him wear 
a san* (and thereby, by implication, become 
either a woman or a ‘hijra’) One way or the 
other, thu sign of femimmty is a paap The 
insults can go no further 

‘Woman’ is consistendy mariced as the 
source of ‘vice* and ‘threiu’ in communal 
(hscourse In the Deorala site, for instance, 
we encounter Rajput male resistance to the 
{noponenuofseculansm ‘They are strongly 
against us to destroy our culture’ This 
cntique of secular men, however, is merely 
a pretext to include ‘their wives’ - lascivious 
women activists whoneeda ‘malecompanion 
for their morning walk’, with at least two 
more companions for lunch and bedtime 
respectively Having indulged in this fantasy, 
the voice then conveniently equates ‘them’ 
with an inscrutable ‘foreign hand', which is 
predictably involved in the destruction ot 
‘our’ ‘sansknti’ 

At times, the patriarchal biases against 
women in communal rhetoric can be 
disguised through seeming approbation As 
Shambhu Maharaj, the extremist Hindu 
leader from Gujarat, endorses the Shiv Sena 
in a rally, there is at one level, a dissolving 
ofdifferences between ‘them’ (thcMarathis) 
and ‘us’ (the Gujaratis) But in the process, 
he reinforces the Muslimmenace'thatbnngs 
the two communities together Shifting his 
focus to the women in the rally, he rtietoncises 
the problem by reaffirming one of thefnost 
deep-seated prejudices against Muslims their 
alleged byper-tertility ‘Their population is 
growing’, Shambhu Maharaj warns the 
women, ‘while ours is shrinking' Blessing 
the women to have eight sons, who in turn 
will have eight more sons, he envisions a 
‘crecper-likc’ growth of die entire ‘dynasty 
contnbuttng to the strength of the ‘Hindu 
nation’ The bottom line of his communal 
spiel IS specifically woman-targeted 'I 
request you not to practise birih-control’ 
What Patwardhan succeeds in revealing 
through such rhetorical outbursts is a certain 
quality of ‘slippage’, whereby patriarchal, 
anti-woman biases emerge at the most 
unexpected junctures in the most unlikely 
places We could be listening, for instance, 
to apudgy MBA holding foith on the validity 
of the Puthrakamesthi Yagna, as he assures 
us that It IS ‘not just sons' that the ritual 
guarantees, but ‘progeny of a very, very high 
quality’ (^ite unexpeoediy, and with tacit 
su^iort from his wifev he Iminches info a 
totally unnecessary, yet bland, ‘liberal’. 
Hindutva cntique of the Muslims as a 
prtvil^ed, minority community (and not just 
the men. but their unmhihited wives as well) 
I^om where is (his prsjvdice emanating? 
it IS to Patwardhaa’s cmitt that he never 


‘Am’ fttocmise of the commii^ probite»'^ 
by burning ‘the Hindus’ alone for it On the 
coatraiy, he makes us confront the other side 
by interviewing a Muslim leader In 
Ahmedabad. who for all his apparent anU- 
communal Bsai, is densive of the notion of 
equality for women Palling back on the 
crudest biological argument, he asserts 
'They’re not match for us in physical 
strength’ Irnmediately after this interview, 
we hear a Muslim woman in a meeting 
organised by the Lawyer’s Collective stating 
the problem bluntly. ‘The men use Islam to 
putusdown’ The‘us’ here has shifted from 
‘Muslim’ to ‘Muslim women’ to ‘women’, 
a new grouping ot sohdanty which has 
emerged through opju'ession Throuj^ all 
these juxtapositions - Htndu/Muslim, 
fertility/infertility, strength/weakness, 
equality/inequality - Patwardhan sets us 
thinking about the problems underlying 
communalism, where in the final analysis, 

It IS thedeep-seated iegitimisation of violence 
against women by men, regardless of 
community or party affiliatton, which lies 
at the root of ‘holy wars’ 

When women are not specifically in voked 
in the categonsation of ‘them’ and ‘us’, the 
metaphor that dominates the political 
discourse in the film concerns the potency 
of men It is first introduced by a fanatical 
VHP religious leader who rails against the 
secular mechanisms ot the Indian pariiament. 
“They wanted to make us impotent' Later 
in the film, he refers to the politicians as 
hijras, thereby reversing the threat of 
impotency into an abuse Extending his 
phallocentric discourse in an even more 
strident register, his colleague, Sadhvi 
Kithambara, titillates the predominantly male 
audience by play ingon the palnarchal norms 
of ‘izxat’ and revenge ’ Targeting Mulayam 
Singh Yadav, she rails ‘Why do you need 
arms’’ To kill a eunuch, why waste a bullet? 
We're Hindu, India is ours' It is through 
such rhetont that ‘impotent secularism’ is 
set against ‘potent Hinduism’ 

More emphatically, in one of the most 
provocative cuts in the entire film, an 
aphrodisiac seller’s sales-pitch rhapsodising 
the semen shooting like an arrow from a 
bow’ isjuxtaposed with the iconofthearrow 
glistening in the night sky of a Shiv Sena 
rally Such is the shock of the visual that 
there is no need to spell out the incredible 
layering of sexuality, potency, and militancy 
in the construction of masculinity What 
would seem like a throughly harmless, 
throu^ obscene ‘male’ image, the residue 
of indigenous sexual folklore claiming 
allegiance to Hanuroan, provides the 
counterpoint to a modernist, mascuiinist, . 
fiercely Hindu communal ethos 
In contrast, there are secular contexts in 
FSHW whae the rhetoric of ‘them’ and *us’ 

IS circumvented through reflextvity The 
first significant use of ‘we’ in the film that 
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is not affirmative while being derisive of 
‘the enemy’, is voiced by Swami Agnivesh, 
who has the courage to implicate himself 
and liis community within the larger 
construction of Hindu male supremacy. ‘We 
arc guilty', he acknowledges to a rural 
audience in Rajasthan, while reminding them 
of the sunclitication of the birth of ihe male 
child, and the hieakingot pots that resound 
when a girl child is born Probicmatising 
Tulsidas III the most dowii'to-carth ot 
colloquial idioms, he reminds his listeners 
that while it may not be possible to delete 
passages from ihc Rnmayana like ‘Drums, 
untouchables, animals, and women arc fit 
for heating', we can ensure that ‘they arc 
no longer part ol oui faith’ This ciitically 
cmpathctic leading of the Ramayuna (as 
opposed 10 the blatantly patriarchal 
opportunism of Ramanand Sagar, for whom 
the ‘agnipaiiksha’ became a sensational 
gimmick on television) opens up the 
question ot lesponsibility in interpreting 
‘tradition’ 

At another level ot secular nitei'vcntion 
towards the end of the film, we listen to 
a stirring speech made by a woman activist 
ona .street who exhorts people to ‘icmcmbcr 
their neighbours’ during communal riots 
Hci discourse cuts acro.ss the specificities 
of religion -- indeed, it transcends the issue 
of religion - by (ailing aiteniion to the 
larger context ot human rights and civil 
initiatives, which should bind us together 
as citizens regardless of our diltercnces. 
And yet, even in this deeply felt position, 
there is an unconscious rei tcralion of ‘them’ 
and ‘us’. ‘If the lowei castes, Muslims, 
aboriginal people, Ihe oppressed were all 
united, we could outnumber them’. This 
is not the answer, to my mind, in combating 
communalism. The issue is not ‘numbei’, 
but the possibi lity of reaching out to diverse 
sections ol society (including the non- 
communul upper castes and Hindus), 
without legitimising new exclusivities and 
intolerances in building sectors of resistance 
against communalism 

Icons or Masccijnipy 

Even within Ihe strictures ol ‘them ‘ and 
‘us’ FSHW presents a dispersed field of 
colliding contexts and discourses, .some of 
which gel linked and intersected, while 
others function more or less autonomously, 
in their own space and lime. Fhere are at 
least two ways of vii;wing this dispersal 
of materials. At a theoretical level. 
Palwardhan’s film would seem to reflect 
what Peter Middleton has interrogated in 
his theory of masculinity. 

Is It a discourse, a power structure, a psychic 
entity, a history, an ideology, an identity, a 
behaviour, a value system, an aesthetic? Or 
is It all these and also tlieir mutual separation, 
the magnetic force of repulsion which keeps 


them apart? . .Masculinity is a centrifugal 
dispersal of what are maintained as discrete 
fields of psychic and social structure 
[Middleton 1992.I52J. 

At a more grass roots political level, 
however, which is the context in which 
Palwardhan makes his film.s and desires 
them to be viewed, the dispersal of materials 
and contexts in FSH'W does prove to be 
pioblematic insofar as the links between the 
contexts arc sometimes cither loo readily 
assumed or diffused through an insufficicntl y 
woiked out argument in the language of 
cinema. 

By far the most nveting section in the 
entire film (which I would like to examine 
in some detail) is an extended sequence from 
‘Hero Pharmacy’, narrativising icons of 
ma.scuhniiy. Tlicse are at once ‘dispersed’, 
yeidiiven by an inner momentum and energy, 
not evident in the rest of the film. Here one 
encounter s cinematic risks and provcKations 
that challenge the norms ol 'political 
coirectnc-ss’ that generally lend lo inhibt 
P.atwardhan'.s cinemalography. Definitely, 
this is a sequence in which (he film-maker’s 
own masculinity is placed on trial, as the 
narrati vc reveals the most blatant sex ism and 
repressed sexuality underlying Ihe rhetoric 
of ‘man talk’ (‘niaidon wall b.iat’). Though 
Patwardh.in does not acknowledge the 
construction ol his own gender and sexuality 
III the process ot interviewing the men in 
tins sequence, what can be read through the 
masquerade ol masculinities on display is 
a deeply entrenched malaise, which could 
account partially for the pervcrsiiics that 
characterise communal ,ind lundamentalist 
violence 

The context of the sequence is largely 
determined by the celebration of .Shivaji’s 
biith in Maharashtra II begins Icrvently 
enough with a picture of Shivaji cutting his 
finger over a ‘lingam’ toen.surethe sanctity 
of India as a Hindu nation The very next 
image, however, comes as a jolt insofar as 
It focuses on a mobile statue of the actress 
Mandakini from Raj Kapoor’s Ram Ten 
Ganga Matli, who is seen pouring water 
over her scantily-clad body with a ‘lota’ 
The same gesture is repeated relenile.ssly in 
a mechanised pornographic continuum, 
producing a form of violent litillation - more 
specifically, a violence inflicted on the body 
of woman, through a simulacrum of the 
actress Mandakini, who was herself ‘creatix]’ 
by that master of sexual objectification, Raj 
Kapoor. It is unfortunate that the ‘origins’ 
of the Mandakini image are not opened by 
Palwardhan, because he would have been 
compelled in that case to provide a critique 
not only of the Shiv Sena (in whose 
celebrations of Shivaji, Mandakini is being 
deified), but of the coercive role of cinema 
in producing icons that have the potential 
tolM appropriaied by communal, anti-woman 
organisations. 


Wh lat is Mandakini doinginaceiebration 
of Shivaji? TTie question is anticipatal by 
one of the ardent male supporters in the 
crowd, who in his attempt to answer it goes 
through the most circuitous rtietoric to reveal 
an intensely embarrassed sexual repression, 
covered up with male bravado. This is the 
kind of verbal evidence that reveals what it 
docs not articulate. But from the convoluted 
I hetone of the man, one learns that Mandakini 
is there to somehow retrieve a code ol honour 
that was abused when Shivaji’s ‘chachi* was 
abducted by the Muslims, while she was 
bathing in the river Godavari. This happened 
before Shivaji’s birth, but as the man 
emphasises, even today, ‘our wives and 
daughters’ cannot be spared the |gscivious 
attention ot the ubiquitous enemy. At this 
cntical point in Ihe narrative, when one is 
awailing some kind of link between history 
and the icon of Mandakini, the man shifts 
gears and makes a joke as to how the goddess 
Bhavani will need to provide her male 
lollowers with more than a ‘talwar’. In the 
tradition of weapons unearthed recently 
during the Bombay nois, she will have lo 
arm the men with AK-56 rifles. 

The seeming triviality of this ‘man talk’ 
noneiholcss reveals Ihc altiio.st unconscious 
nexus ot .1 mythic notion of honour, the lure 
i'l modem weaponry, and the targeting of 
a woman’s body as the imagined site of 
protection and unacknowledged gratificaiien 
of male heterosexual desire. How the need 
to commemorate the besmirched honour of 
Shivaji’s ‘chachr gets translated into the 
visual iconof Mandakini, IS left inarticulate, 
precisely because ol the sexual filter that the 
men vicariously enjoy, yet arc unable to 
confront. 

From Mandakini, the camera surveys other 
statues ol ‘a brahmin god', for instance, who 
mechanically doles out spoonfuls of holy 
waterto the crowds while a sequinned mirror 
ball glitters in the background, the kind of 
decoration one a.ssociates with bars and 
nightclubs, the underground sites of 
masculinity. Following this blend of glitz 
and religiosity, one encounters a grisly 
mobile statue of Narasimha, tearing out the 
entrails of his victim, where once again we 
aie confronted with the same gesture, 
repeated over and over again, sadistically, 
mono-manically, in a relentless continuum 
of gut-tearing. 

What Palwardhan succeeds in illuminating 
in the next sequence, depicting an amateur 
body-building competition (also part of the 
Shivaji celebration), is an almost uncanny 
gestural continuity between the mobile 
statues represented earlier and Ihe bodies of 
men. It is one of the sha^st illuminations 
I have ever seen of tho containment that 
characterises the representation of 
masimlimty in body-building competitions. 
Much has been written on the element of 
‘strain’ in representing the accentuation of 
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muscle Ml siBh ‘dl$|>iay$' otthe body, wiUj 
the concomitant image of bodiea ‘ill at ease 
with themselves’ [Middleton 1992 32, Dyer 
1992] Tlie gnmaces, postures and fixed 
gnns of the amateur body-builders in FSHW, 
acquire an almost parodic dimension, insofar 
as It becomes very obvious that their bodies 
aie not ‘built’ to conform to the international 
entena of judging bodies as upheld in the 
competition Whalischilling however about 
the self exhibition of the bodies is their 
repressive mould wherein a single jiosture 
or gesture is set up and then sustained or 
repeated mechanically with the body 
pivoting on a single axis like a Iro/cn 
mobile 

Within the visual longruence ot ‘body 
building and mobile statues there is a 
shared narrative of sexual repression that 
gets sublimated through the virtues of 
presers i ng semen Pat wardhan uses the voice 
overs of the body builders to counterpoint 
their linages where through dead pan 
deliveries the men leveal tneirdifterentiation 
from other men who arc slaves ol the 
flesh in allowing then Iilc force essence 
semen to tall What is implicitly upheld 
in such defences ol healthy masculinity is 
the mythology ol ‘virya being transmitted 
upwaids through the spinal chord in the 
hr.iin in Us subtle loim known as oias 
[Kakar 1990 1)9] The illusions of 
biahmachirya ire unconsciously 
perpetrated in this Iramework where 
ironically the models o) masculinitv are not 
native or tiiditional but embodied in 
internationali Y iccogniscd hulks like Arnold 
Schwarrenegger and Sylvester Stallone It 
is w orth reflecting thcicfore that in addition 
to the colonial residue ol masculinity 
emblematised in khtki shorts (thcdominant 
sign ol the RSS) the more contemporary 
icons of he men endorsed by the Hindu 
Right are cast within the tradition ot Rambo 
and the Tuminatoi. whose fascist 
constructions have already entered the 
traditional figure of Sn Rama among other 
icons 

Tuning closely into the subtext of what 
IS being said (and suppressed), Patwardhan 
concretises the sexual undercurrents of the 
men’s voices through a senes of blatantly 
macho images, beginning with the Indian 
Rambo, Sunny Deol (of whom it is said, 
‘jaan hai, build hai'), litnd posters of Aag 
hiAag, Julta Can obsessive story of votlent 
love’), Bombay Blast Cthc most violent film 
against violence’) 'ITirough theonslaught of 
these images, in which the violence of 
machismo is highlighted, we hear 
anonymous men’s voices, once again 
wallowing in the most debased kind of 
‘man talk’ ‘When we see rape In cinema, 
i( Is fun, but in real life with partnership, 
It could be different (so long as we don’t 
know the girl)’ The English word 
‘partnership’ punctuates the Hindi W(th an 


almost predatory resonance, evoking the 
male btmding that underlies the increasing 
violence of gang-rape in India, which gets 
legitimised through collective male 
complicity (with ‘partnership’, or otherwise) 
Culminating the ghastly narrative voiced by 
the unseen men is the subterfuge ol 
masturbation which becomes a substitute 
of violence rather than a means of 
countering sexual repression inthccincma 
(dunng the hot scenes) one leels like 
climbing on the screen your hand gets 
to work In this man talk replete with 
matter of-tact obscenity, we come closest 
in the entire film to a representation ot men 
acknowledging their sexuality without 
being able to confront it 

From this juncture in the film Patwardhan 
makes yet another inspired cut into a 
seemingly different context of masculinity 
determined by wrestling matches on satellite 
television In a conceptual leap ol 
considerable political significance the 
narrative shifts from local contexts ol 
violence inspired by international models ot 
masculinitv to global representations of 
violence feeding the male laritasies of the 
third world From shots of pistols rifles 
toys the figure ot He man the sequence 
focuses on the WWF wrestling star Hu 
man whose violent and obviously rigged 
fight on television is being watched avidly 
by a group of spectators - boys in the process 
ot becoming men What makes these im iges 
ot wrestling so culturally aberrant is not 
merely thcirdistance from the local traditions 
of kushtt but their fabrication ot a hyper 
masculine aggiessive behavioui whose 
idiom can Iv most accurately ground in the 
comic book masculinity of figures like 
Superman and Batman (but with far less IQ 
than these prototypes) What is being 
celebrated through wrestling on television 
IS an essentially dumb inarticulate oafish 
idiotic masculinity A post-modern response 
to these figures would advocate irony in our 
perception of their performance but in the 
absence of adequately contextualised 
transcultural codes of seeing these wrestling 
stars become models of masculinity to 
millions of speciators, particularly boys from 
‘other cultures 

With devastating matter of tactness, 
Patwardhan mokes us see the consolidation 
of patriarchy at this early stage m the 
fantasies ot hoys In the absence ot parents 
and sisters they assert their nascent 
manhood with discomforting clarity 'Only 
boys wrestle’, ‘boys are heroes’, * we don t 
play with girls because they wear sans (a 
disturbing echo of the earlier comment in 
the film when Narasimha Rao is advised 
to wear a sari) Most sullen of all comments 
comes from a boy, who says, ‘We don’t 
play with girls, because girts are girls and 
boys are boys' This is not acute statement, 
but an extremely calculated opinion in 


which the polarities of patnarchy are sett 
As we see these boys pummel and hit each 
other, in a total absence of camaraderie, we 
are compelled to question whether they are 
enacting their inner taiiiasics or merely 
displaying their already existingkmiwledge 
ol ‘a world where adults kill one another’ 
(Middleton 1992 91 92] 

To what extent is the class determination 
ot the boys depicted in FSHW a entenon 
in assessing violence' Patwardhan provides 
some rare footage ol Macho Man's visit 
to Bombay where heis practically mobbed 
by rich kids in a promotion campaign 
sponsored by Kwahly ice-crcam In the 
next sequence of the film, we see young 
boys ot the Shiv Sena demonstrating a 
'diftcicnt kind of rowdy behaviour on the 
street I hough the young blood’ of Bal 
Thackeray may have no direct access to the 
consumcrisi benefits of Macho Man s 
tollowcrs they are nonetheless part ol the 
same process ol globaltsaiton, whose power 
lies in the fact that it can market icons (and 
dciivaitons) ot Macho Man (and his kin) 
in the most diverse ways and in the most 
unlikely quarters In addition to these 
globalising mechanisms however, the 
traditional and indigenous norms of 
being a man in India arc affirmed at almost 
every level ot social interaction from the 
aphrodisiac seller s promotion of virility 
on the street to the education of a male 
child at home to his eventual consolidation 
of patriarchy thiough marriage 
Heteroscxisi supremacist, and hierarchical, 
these norms ot ‘being a man in India can 
get reinforced through international images 
ot viriliiv What is perhaps, less evident 
are the levels ol contusion inadequacy, 
and impotence among men, which seem to 
be increasing in ilmosi direct proportion 
to ihcir declining self image in an 
iticreasingi v c ompetiti ve world dominated 
by masculine icons which are at once, 
alluiing yet unrealisabic 

MU» S SiLENt f s 

If Patwardhan does not reveal the inner 
crises ot masculinity tn India this can be 
directly related to the fact that it is very 
rare tor men to acknowledge these states 
of a bankniptcy fhe failure of being a man 
deepens thiough the self imposed limits of 
male expressivity Men preler to be silent 
about their vulnerabilities In the absence 
ol social and political movements in India 
like ‘men against sexism , which have 
themselves proved to be infuriatingly 
‘pietistic’ and scif-agonising despite (or 
perhaps, because oQ their imagined feminist 
orientations, * men in India-cutting across, 
class, community and ideology - have yet 
to dismantle the constructions ot their own 
gender and sexuality And in this regard, 
Patwardhan is no exception 
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What we see in his film are the 
manifestations of patriarchal violence, the 
bravado and rhetoric of men, but they 
remain externalities which are recorded 
and inserted in a secular critique of 
communalism with no reflexivity what¬ 
soever on the perceiving subject By failing 
to acknowledge its own complicity in its 
entique of other men, FSHW becomes, at 
one level, like most representations of 
masculinity by men, a 'face-saving 
exercise’ [Middleton 1992 7] One is not 
advocating here that ‘the gesture of 
rcflexivity’ should itself be made ‘the 
subject of preliminary inquiry’ An 
excessive focus on rcflexivity can become 
an indulgence especially when representing 
a cnsis as politically diverse and complex 
as communalism, but a reflexivedimension 
in the critical inquiry of any political 
phenomenon can only deepen, to my mind, 
the perception of other people’s behaviour 
and relationships within the construction 
of one’s own identity Apart from 
confronting the particularities of its own 
subjectivity, a secular discourse should not 
be de-sexualised or assumed to tianscend 
the limitations of gender 

It IS in this context that there .ire inner 
worlds to be probed, to my mind, in the 
seemingly devoted silence of a young Shis 
Sainik listening to Bal Thackeray with 
reverence or a man masturbating mentally 
on the figure of Mandakini while endorsing 
male honour - inner worlds that would 
undeniably complicate fixed notions and 
identifications of male gender, sexuality, 
and politics To represent men talking’ and 
not just indulging in ‘man talk', one would 
need to catch them off-guard and not just 
through anonymous subterfuge (How 
Patwardhan actually gets men to ‘talk’, 
without acknowledging their identities or 
his own, would definitely be a film worth 
reflecting on But first, it would have to be 
made) Whenever Patwardhan shows men. 
It IS invariably en masse in public forums, 
the more intimate encounters in tea shops, 
bus stops, bars, ‘akhadas’ arc not part of the 
landscape of his interviews Not once do we 
see these men with their own women - 
mothers, wives, daughters - in their own 
homes 

Apart from placing men in more private, 
less confrontatiomst contexts, it would be 
useful. 1 believe, to see the male votaries 
of the Hindu Rights in situations of 
vulnerability This might seem like an 
overly idealised gesture of compassion on 
my part, but what concerns me is the 
strengthening of one’s critique of 
communalism through the incorporation 
of Its fissures and uncertainties It would 
seem expedient in tkjs regard not to 
essentialise the masculinity of the Hindu 
Right, but to see its configurations in 
relation to different pressures, tensions. 


capitulations, threats, to whioh men responl 
differently, despite the larger hegemmic 
thrust of the movement. Essenttalislng 
‘communalists’ is the surest way of playing 
info a scenano marked by ‘the enemy’ 
What IS needed IS a more complex analysis 
as to why and how paiticular states of 
insccunty among men get transformed into 
hatred of an entire community or religious 
group 

Underlying the male aggression of the 
Shiv Sena, for instance, as Gerard Heuze 
has analysed in depth, are the realities, 
frustrations, and humiliations of unemploy¬ 
ment, which get manipulated through 
different languages ot aspiiation, struggle, 
power, and liquidation of ‘the enemy’ 
(Heuze I992J Despite the unquestionable 
vilencss ot this construction of ‘the enemy’, 
there is also a depth ot unacknowledged 
impotency imong the Shiv Sainiks, which 
Heu/e unearths in one ot his many telling 
interviews ‘They see themselves being 
“hacked up, smashed to bits, flattened, 
crushed, shattered, torn open, cast on the 
rubbish heap, eaten away, having the blood 
sucked out They speak of “being winded”, 
of a “lost life of forbidden possibilities, 
obstructed ways, frustrations and of a 
lassitude without a name’’’ 

It these vulnerabilities (cast in the language 
ot violence) are not echoed in any way in 
Patwardhan s film, where the upholders of 
Hindu Rights are almost consistently 
malevolent, this needs to be viewed as a 
conscious silencing of the vulnerabilities 
underlying the construction of communal 
identity which is pan of the larger strategy 
underlying the construction of ‘man’ in 
Hindutva Men’s silences, I would argue, cut 
across pony community, and religion even 
though they are repressed in different ways 
for different reasons (Rutherford 19921 
While Patwardhan makes an issue out of the 
taa that Hindu communal men are not 
essentially different from their Muslim 
counterparts, he implicitly differentiates 
secular men’ Irom ‘communal men’, without 
confronting the differences between secular 
men Andhere.onedoescncounterthecentral 
tension underlying his representation of a 
‘cnsis in male identity', insofar as he is pre¬ 
pared to acknowledge it without implicating 
himself (or his secular brethren) in it 

Redefining tis Human 

The non-reflexive limitations of 
Paiwardhan’s perspective of ‘men’ is 
evident in his mode of film-making, 
which IS driven by political necessities 
rather than shaped through processes of 
introspection Facticity is his pnonty, not 
the shanng of an cxpenence While facing 
an almost unbearable amount of suffenng, 
Patwardhan’s camera - frontal, direct, 
immobile - remains seemingly untouclied 


by pa^n. 1« hit acrtiptdoiU ri^ectioA of *Ry 
adndision of vtkliHnhility or doubt on his 
part, one can only assume that Patwardhan 
IS ftilly “in control’ not only of his subject 
matter, but of his feelings as well. Lake a 
real ‘mail’, he controls the chaos around him 
through the shaping of an argument, while 
remairang consistently a vil in allowing both 
the victims and the perpetrators of violence 
to explain their point of view, ensunng their 
provisional trust through the code of 
anonymity Through all his attempts to 
dismantle masculine myths and delusions in 
the film, Paiwardhan’s male identity remains 
intact 

In this context, he fails to explore other 
ways of being a ‘man’, mediated, for 
example, through constructions of 
‘femininity’ FSHW could have been 
ennehed. to my mind, conceptually and 
politically, if It could have incorporated 
Mahatma Gandhi’s radical reversal of ‘the 
colonial culture’s ordering of sexual 
identities, by which manliness (‘punisatva’) 
IS supenor to womanliness (‘nant va’) which 
in turn is supenor to femimnily in man 
(‘khbaiva’) (Nandy 1988 7-8, 52-53] As 
Ashis Nwidy has pointed out. Ganohi has 
at least two countermodels one, in which 
‘manliness and womanliness are equal, but 
the ability to transcend the man-woman 
dichotomy is supenor to both ’, and another, 
in which, femininity is supenor to 
masculinity, which, in turn is better than 
‘failure of masculinity' (‘kapurusatva’) 
While Nandy's categones are essentialised, 
operating at the level of pnnciplet rather 
than histoncal difference, they offer a gnd 
for possible contentions and speculations 
on alternative masculinities, which 
Patwardhan does not address Instead of 
entering the profound ambiva|ence of 
concepts like ‘ardhananshwars’, or the 
traces of femimnity that are to be found 
in the ‘irreducible tendency towards 
iMsexuality' in men,* PatwwrRiaa settles 
for a less gender-specific alternative in 
positing the ‘human’ as a site for re-buiIding 
civil society 

The ’human’ is the constant counterpoint 
in FSHW to the violent constructions of 
masculinity At times, it is merely glimpsed 
through ordinary sij^ts, such as a girl 
looking out of a balcony, smiling and 
laughing as she watches a secular 
procession on her street In a slum, we see 
the backs of two children going to school, 
connoting a strangely tender image of the 
routine of everyday hfe which continues 
through the violence. Amidst the debris of 
communal devastauon, a cat washes its 
face nonchalantly: Pgfwardhan tends to 
gloss over these details, almost as if he 
wm embarrassed to enter their nuances. 
He is more at home with crypoc, matter- 
of-fact images, inch u an OM sticks on 
a policeman’s vehicle, or a coaunonal 
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' smoking a cigarette oii a 'ratha', 

Of more cbiiliflgljr, a coinpitterised sign - 
HAPPY JOURNEY - which continues to 
gleam automatically, in an overcrowded 
railway station, where everything has fallen 
apart, not least the lives of people destroyed 
through riots and arbitrary violence. 

It is in recording histories of pain (hat 
Patwardhan reveals his deepest commit¬ 
ments. In a slum destroyed m a Shiv Sena 
pogrom, we hear the voice of a woman 
questioning the legitimacy of violence with 
an almost excruciating simplicity; ‘What 
wrong have we done? What crimes arc we 
being punished for? We haven’t lived here 
for just a day, but for 40 years. Where are 
we to go?' Without making an issue of it, 
Patwardhan follows this agoni.sed voice 
with a very unobtrusive shot of Muslim 
men praying in an alley. The image does 
not attempt to make an overly didactic 
statement; it is simply reminding us of the 
critical truth (hat when people lose 
everything in life, they inevitably fall 
back on prayer. It may not be a solution, 
but it provides a temporary respite from 
(he violence and uncertainties of everyday 
life. 

It is to Patwardhan's credit that he is 
increasingly open to the enigmas of faith, 
including the fundamentalist variety. In 
this respect, he makes a genuine attempt 
to probe not just the mechanisms of' 
intolerance, but the 'taith' animating,the 
perception of such mechanisms, by which 
they get transfigured as divine signs in the 
world of believers. Such is the case with 
the cook Godavari whose interview in the 
film reveals an almost fanatical state of 
grace, which is also intensely human. Not 
only does she believe that God’s rays burned 
Roop Kanwar, she actually sees 
photorgraphic evidence of this divine 
intervention, denying the obvious reality 
that the two photographs have been pasted 
together to create the fiction of a ’miracle’. 

‘How can God be photographed?’ the 
interviewer asks her. To which she 
responds, with an almost trance-like 
serenity; ‘Gods can be photographed. They 
live in trees. See the God in the photo and 
see the burning pyre... If you could not see 
God, how could you believe that she was 
burned by God’s rays?’ The concrete 
literalism of this defence is what marks 
fundamentalist discourse in other contexts 
as well, and yet, as ‘believed’ by Godavari, 
it is extremely difficult to qpndemn it 
outright. Shap^ as her belief is by the 
patriarchal construction of the ‘pativrata’ 
(for whom a husband is God, even if he 
beats her), can we deny Godavari a ‘quasi- 
autonomous’ subjectivity that animates her 
inner world? Or is this subjectivity a 
patriarchal construction in its own right?' 
In what state of illusion is Godavari living, 
one could ask, when it is equally po«»ibie 


for another Working-class woman 
interviewed in the film to see through the 
economic foundations and patriarchal 
engineering of sati, with down-to-earth, 
subaltern common sen.se? Why is Godavari 
different? The question compels one to 
unearth the different ways in which 
patriarchy is rejected and/or internalised 
(as in the case of Godavari) in a seemingly 
non-negotiable, yet enigmatic subjectivity. 

In juxtaposing Godavari’s ’faith’ with 
the subaltern woman’s struggle for self- 
reliance and independence, Patwardhan 
uses his most developed strategy as a 
director in delineating the larger 
contradictions of a situation through 
opposing positions. Later in the film, he 
complements diverse histories of pain, by 
interrupting the narrative of a Muslim 
woman (a social worker who has been 
raped by the communal murderers of her 
husband) and that of a Hindu mill worker, 
whose two children get killed in the cross¬ 
fire of a riot. It is not just the juxtaposition 
of ‘Muslim’ and ‘Hindu’ that makes the 
narrative effecting. Indeed, this kind of 
strategy in the hands of a less sensitive 
director than Patwardhan could easily 
degenerate in a specious kind of 
‘democracy’, where a false attempt is made 
at objectifying the losses and atrocities on 
both sides. Wisely, Patwardhan does not 
attempt to draw ‘comprehensive’ lessons 
from the narratives. He simply allows their 
subjects to speak in a context of trust, 
thereby revealing that vital quality which 
has distinguished his contribution to 
documentary film-making in India; (he 
capacity to elicit and record personal 
testaments of oppression, injustice, and 
violence by ordinary citizens, struggling to 
retain their faith in humanity. 

Such a testament is provided by one 
Sayed Ismail Sayed Wajid, an ordinary 
slum-dweller who is seen with his family 
and community in the closing sequence of 
the film, re-building the destroyed home 
of his Hindu neighbour. This is just one 
of the many evidences in the entire film 
of what must be affirmed as grass roots 
secular action. More so than in his earlier 
films, Patwardhan counters the increasingly 
widespread prejudice, particularly rampant 
among the supporters of ‘indigenism’ and 
‘nativism’ in intellectual circles, that 
secularism continues to be a ‘western’, 
foreign, conceptually bankrupt importation 
in India. In FSHW, the secular activists 
may not be using the official discourse of 
‘dharmanirapeksata’, but through their 
gestures, choice, resistance, and coalitions, 
they arc actively preparing the grounds for 
an emergent secularism in India, rooted in 
the realities of everyday life. 

On a personal note, I was struck 
repeatedly throughout the film by the 
expressivity of the secular workers, not so 


much in their street performahees 
propestions, but in the exchanges 
solidarity so evident, for example, among 
thewomenoftheLawyer’sCollectivesocial 
action group. Just the simple action of 
sharing of a glass of water or singing 
together, while dwelling on their life- 
experiences, provided deep glimpses into 
the emotional substratum of the women's 
movement in India. One wishes here that 
Patwardhan would linger on these inner 
states of emotion with a more fluid sense 
of duration. A secular politics can only be 
strengthened rather than diffused through 
the incorporation of seemingly ordinary 
exchanges and sentiments in everyday life. 

Such is (he subtlety, however repressed, 
of the representations of women's inter¬ 
actions, that it becomes almost redundant 
for Patwardhan to end the film with the 
icon of a mother-goddess, who has been 
viewed earlier in the film as a nurturing, 
non-violent, non-hierarchical figure, 
preceding the ascendancy of the phallus 
and the emergence of patriarchy. In the 
absence of an experiential contextin relation 
to this figure, however, the icon merely 
rotates in a void, perhaps resonant to those 
feminists familiar with her context, but 
somewhat abstracted and unreal to viewers 
at large. It would have been more 
appropriate, to my mind, if the film had 
ended on the image of water flowing in the 
neighbourhood where Sayed Ismail Sayed 
Wajid is building his neighbour’s home. 
This is not because the sequence radiates 
the obvious message of ‘communal 
harmony'. but because the speaker himself 
exudes an altogether rare male sensitivity, 
which is almost overwhelming in its gentle, 
understated, human dignity. 

If wc have to seek alternatives in order 
to ‘break the cycle of violence’, wc can 
find them in such living examples of civil 
initiatives among citizens. It is by reaching 
out to each other in a re-invented context 
of trust and love that humanity can be 
redefined. The mother-goddess in FSHW 
IS merely a utopian point of reference, a 
politically correct insertion, but it is not 
part of a lived or imagined relationship. To 
‘imagine the future', as Patwardhan urges 
us, we need to begin not with the exhumed 
symbols of the past nor with the globalised 
icons of the present, but with emergent, 
human relationships, cutting across class, 
community, and religion. For this to 
materialise, however, ‘men’ will have to 
begin the struggle of dismantling their 
masculinities, by questioning their power 
in relation to the instabilities of gendiu' and 
sexuality. 

Notes 

I 1 wish to acknowledge the many insights 
I have received from Middleton's ref¬ 
lexive study of masculinity. In a spirit of 


Sbofloilnte^^^ July 1> 1^3 


1615 



teciprocity. I trust that this essay responds 
to the need lor diffcient hisioiics of 
masculinity ’Other men other lultures, 
will have other things lo say to whith ise 
need to listen Our ability to hcai those 
men will be much greatei li we understand 
our own masculinity more clearly’(p 12) 

2 For a detailed analysis of the separation 
of the male child from the niuthei in the 
Indian context lead Kakai (19X2), partic 
ulaily the section entitled 'The Second 
Birth 

3 For a hiilliant analysis ol Sadlivi 
Rilhamhaia s persona, read Kuiiikum 
Sangari il'Wf) While Rithamh.ua may 
nol name hciscll as a woman but a> a 
uiJhvi (literally .i cinsic woman) her 
very ‘sell abnegation and desiiclcssness 
enable bet to plav with the discourse ol 
desire and male impolency/sexualily 
which Kcording lo Sangari, 'sexualises 
both ihe Hindu rashira and toinmun.il 
violence achieving an clfeci c|Uite differ 
ent trom the male useol similar disc ouise 
(p 'S7X) I he question still remains wheih 
ei Riiliainhaia is notopciatingexc lusivcly 
within a masciiiimst trarac ol rhetoric 
which she is merely extending lathci that 
subverting thiough hei neiucicd female 
picsencc 

4 Read foi example Jcnnilei Someiville s 

The Sexuality of Men and the Sociology 
of Gender flu Soc lo/.igico//ft ueu 17/2 
pp 277 t07 quoted by Peter Middleton in 
his critical section on 'Men s Movement 
Theories ol Emotion and Evpeiience’ llu 
Inudid dan pp 118 30 

5 Foi a provocalive examination ot both the 
beneficent and negative ispccis ot 
‘Ardhanarishwara Ihe vcaiiiing foi 
wholeness and the tensions and 
dtccquilibriums betw een female and male 

read Wendy Donigcr O f laheiiv (lOSO) 
O'Flahetty emphasises the piimary male 
ness of the androgyne in Indian mytho 
logy so that 'Aidhanaiishwaia as she 
reminds us is always regarded as a fniin 
of Shiva not a loim of Shisa and Faivati, 
the lileial meaning of his name is The 
Lord ( ishwaia ) who is half ( ardha ) a 
woman ( nan’)’ (p 31“!) 

Onbiscxuafity icad,tiipurticulai,Sudhir 
Kakar's deeply pcilmcnt comments in the 
Indian context on the 'mergence ol the 
boy child with his mother Kakar (1982) 
elaborates on the early, ‘symbiotic peiiod 
of human development, when the boy has 
yet to distinguish his body and psyche 
fiom the female body and feminine psyche 
ot Ills mother, he still has to separate 
himself from her before he can begin the 
process of becoming masculine’ (p 161) 
ft IS through these liaces ot the eaily 
mciger with ihe mother' that an ‘iireduc 
ible tendency towards the bisexual can he 
discerned in 'every man (p 16 3) 

6 Fiom the deeply researched study ol 
Sudesh Vaidand Kuinkum Sangari (1991) 

It would seem that 'it is not only expla 
nations ol belief in widow iqimolation as 


“sBti" which are ideological but the belief 
ittflf (my Italics) Categorically denying 
the ‘autonomous orgin' of hehet, which 
is inextricable from 'the social processes 
which generate it . the authois noncihe 
less quiilitV that ‘once articulated in rituals 
and institutions bcliel acquires a relative 
autonomy of the sort that othei ideological 
torin.iuon> have It is this ’relative auion 
omy I believe that needs lo be opened 
ihtoiigb thi tiaiectoncs cil sub|cc(ivity and 
desire 
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DISCUSSION 


Feminiflcation of Theory 

Vecna Ravi P()<»nacha 


f'0\SI Kl'C’l IVt- cridii'.m ot ,i polilic.il 
phildsopln whith li.i'. riili(..illv 
our undi’istandmj; ol social realiiy is 
welcome But Dipankar (jiipia’s crilK o( 
leminisl theorv and its <illiiiitv to post 
iiiodcriiism (March 2“') sm.iiks ot male 
[iie|udii c hchind.tiliin scncci o( sophistiy 
I he aitulc IS smatteicd with steieolvpcs 
ol women .ind men w ho attempt to transcend 
the limits ol j>endei suhjoclivitv One 
marvels at the inlellc'clli.il aiiogani c which 
dismisses an enl'ie system ol Ihouphl and 
a widespread movement \ didaled by 
women s lived expeiiciice with only a 
cm SOI V examination ol a sejzmeal ol its 
llicoi les 

The b.isic Haw in Ins atpiimeni despiii 
his obvlou^ maixisi leiniii;;s is his 
ahistoiual consiiiul ol ihe hisloiv ol 
wonun’s lesisi iiu e lo mile doininalion 
liiilheimoie lailinj; to ippieciate tiie 
dilleieni es in Ihe v iiioiis stianils ol leminisl 
lhouf!ht he iibilr.iiil> subsumeslhemimdei 
pov| modciiiism which h.is never hem 
inlluenli.il bevoncltheai adeniia I emimsm 
c.miioi he simplislii .illy undeisiood .'v a 
sinple Iheoiy the lanue ainl scope ol its 
iiniiiiiy {.’lies beyond body polilics lo 
ipiestion Ihe "endeiinc’ i-l power 
lelalionship m all ire.is ol liiini.in tile 

Repiescnt.ilive ol illenipls made by 
women lo make sense ol ilieii lives 
I c mi III sm cannot he i oiisliueci .is 11 unshed 
Iheoiv but should i ilhei .is .1 set ol open- 
ended (iiiesiions about soc lets 1 he seemm)' 
conlr.idu Imns .iricl complexities within its 
icleolomes and politic.il sli m eies which 
seem to c onlitse this wi itei stem liom then 
Iheoiciic.il imdeipinninus Ihe v.iiyinj; 
assumptions made ihout theconsciousnc ss 
ol Ihe I'cndeied si II .is eilhei llu'piodiicl 
ol sociohisloiic.il conclilioiimn or as 
hioloeic.illv mn.ile inloimsihen perception 
.ibocit the |iiimaiy site ol women s 
oppic'ssion It III twin inlluences the 
coiicepUialisalion ol hum.in naltiie and the 
rel.ilionsliip ol the iiicliv icliial with society 
and slate, cieatinp the visible chlteicnccs 
in leminisl idcolocies.md a^zenda loi action 

beniinism indiihii.iblv. .is |lciiniecl mil 
by the vviiiei peiccives sexuality and the 
construe non ol (zeiidei icleiilitv .is intiinsic 
tciconsciousness It piesumes that all social 
lelationships .incl lesponses devolve liom 
the biological accident ol one’s biith to 
inlluence societal nolions ol individual 
‘onlillemenis to the lesouices ol the 
society (lendei identity, thciclore.creates 
marked disp.inties in people's access to 


resources avemicw lo attain social pieslipe 
and lieedom to 1 house lileslyles 

But the centrality aecoidcd to penclet 
and sexuality iii leminism does not 
preclude a concern lor issues dial allei Is 
the entire- scwicty In ellect teininism 
addiesses a wide range ol issues then 
critic)ue ol Ihe preseril soc 10 polilii il 
org.uiisation, built on wh.il m.iv beieiiiucl 
masc iilist ideologv ol domin.ilion md 
aggression, Irom Ihe vantage [loint ol 
women is an extiemely valn.ible 
1 oiinleipoinl to e' iinine Ihe deslimes ol 
nalioiis .iiicl Ihe v'orld 


IMIS is with leli-rerui lo lIu note on 
Bolilics ot l-’opiil ition .md Development 
(//’Vh S'-picm.ber 17 l‘)9li I heieis mile h 
ev idence to suggest that popnl ilion control 
liguies .IS a rn 1)01 Hem in the agn-nd.i ol 
governrneni-. md iriieinaiion.il agencies 
Initiatives i.iken pi 101 lo Kio 92 n the Rio 
92 conleience md elsewhere indicate 'h.il 
the population ()iiesiion is enieiging .is ,1 
01 . 1)01 question In ri.iiioiial repoiis piep.iitd 
loi IINCH) |)opnlalion dynamics w.is 
listc'd .IS oric- ol Ihe Ihiee ni,i|oi piohlcms 
by more ih.m 90 per cent ol developing 
counliies with leleiencc lo pl inning loi 
suslain.ible development As iivu.il ihev 
needed nioie lunding and lechnic.il 
assistance to nieei Ihe mere ising demands 
ol populalion [iiogi.Tinmes ,md lannly 
planning services F’opul.ilioii vv.is 
ideniilied as ,1 cioss sectoral issue thanks 
lo lobbying bv I 'N'l l*A and v.niouv N(iOs 
1 helinal picpc omclociinientscm popul.ilion 
did not m lude 111 gels .iiicI timetables but 
called loi nioie rese.iich on clemoi-r.iiihic 
tiencis linkages between population .inci 
enviionmciU cit Sec lion 4 ol Age nd i ’’1 
states withiclc 'ciicetoeailiei inieinaiioii.il 
population agiecmenls lint goveinmeiits 
should “implement as a maitei ol uigeiic v. 
measuies to c-nsuie that women and men 
without bias ol gentler have Ihe light to 
decide lieely and responsibly on number 
anclspac ingol theirchilclien.lo have access 
lo the inloimalion, education and means, 
as appropii.ite to enable them to exeicise 
this right in keeping with then lieedom 
dignity and personally held values” 'Ihe 


1 he paradox ol posl-niocleinisrn has been 
lully lealisfd within Icrnimsm boi on the 
one hand bv acceding to Ihe contenlmn 
ol ctilluril lel.ilivisni it denies the 
political possibilly ol a universal cate 
gorv ol woman’ leqiiircd to bung about 
.icliange intheexisiing I'eiidet lelalionship, 
on the other, by legilimalmg ihc ciilluial 
icleniiiiesil lore cs women into stereotypical 
mould ol womanhood that .ire ciiluiially 
deliiied within a given society Despite 
thc-se limii.iiions .md Ihe lineal it poses to 
Ihe existing disc iplinaiy gilds, which seems 
to woriv ilie wiiiei one c.innol deny the 
laclical ccmiiibuiion made bv posi- 
moderiiisin to our understanding ot the 
iialuicol I'lilh 'f ruth is undeniably nolioria'. 
miilli dimeiision.d mdrcl.iliveloIhc power 
It I ilnmships 111 soc lelv 


conleience would h.ive succeeded in 
pushing popul.ilion as a iiiqoi issue and 
would h.ive I iisiiii'd th.il l'N( l-.TJ adopts 
.1 stand that views popul.ilion gievwlh as a 
in i|or issue and heiu'- deserves more 
lunding .mil commiinient Irom 
goveinmenls but interventions liorn 
leminisl gioiqis the Holy See and Ihe (J.S 
deleg.ilicm tiesides opjiosilion Irom G77 
<ii vaiious stages eiisiiied Ih.il this chd not 
h ippen But the bailie is lar Irom over 
I wo yeais ago, the Ihen inmislei lor 
healih M I F oled.ii .isseiled I'oi us Ihe 
liiiiiicci l.ii'iilv iioini IS not .1 distant 
llieoielic.il ide.i but Ihe veiy basis ol 0111 
ec onomic and sue i.il u|ililtmeni cnde.ivoui 
o depenclenl on s|)eidv liansl.iiion ol 
coiKC|H mill .iclual le.ilitv ’ ' 

In I,let I committee headed by 1 c hiel 
nimisiei me!me liidmg 1 lew chiel riiinistcrs 
.ind .1 member ol the F’lanningT ommissioii 
had iv'c onimencit d the loi low mg 11 )Peo[ilc’ 
wiih ii’c.ie III,in iwci chilclien would be 
excluded Irom F’DS t2) Inliocluclicin ol 
disincentives loi those who do not conloim 
lo the two child norm (D Gciveinmenl 
employees who coni 01 m ic' ihisnoi m would 
begIven jiiloritVIn allotmenlol govci iimcnl 
.icconiniodalion (4) Debairmg liom 
promotions loi live years loi employees 
who violate Ihc two child rioim (5) 
TTismissal Irom seivice on Ihe bull) ol Ihc 
lourih child (6' I ow inieiesi loans lor 
housing .mil vehn les should be given only 
lo those who lollow the noitii (7) Medical 
l.icilitics .mil leave travel concessions to 
lust I wochildien only lS)'rhose who have 
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violated ihe two child norm should be 
debarred from being recruited to jobs in 
government department s/autonomous 
bodies/ public sector units 
Although thes suggestions have not been 
implemented way back in 1976 the 
Maharashtra assembly did pass a bill 
providing for some incentives and 
disincentives similar to the above 
suggestions 1 he committee has suggested 
that the disincenliscs can be withdrawn it 
one member ol the couple undergoes 
slerilisation I he lac t that sue h suggestions 
which it implemented would viol.ite the 
fundamenial rights ol citi/ens and would 
unduly punish chilclien lor no taull ol ihcir 
own sseic being artii ulaled ind'c lies that 
population control by coercion was 
acceptable lo ihe poiceis that be Ihus 
while the suggestions ol the committee 
headed by M S Swiminithan are 
controversial similarsuggcstionshavebcen 
made even eirlier 'let most ol the 
opposition panics have noi piibliciv 
condemned sue h suggestions The re seems 
to he a consensus that Inch i s ineie ising 
population IS i stumbling block in the 
development ol the nation This leecpted 
wisdom should be questioned 
Ol eouisc these days much lip service 
ts also being paid to women s litcraev 
impiovcmelit ol women sstatus etc intlic 
context ol women .development Hut the 
population establishment is using this 
rhetoric to hide the uglv lace ol population 
control and as a cover to deny the 
rcpreiduetive rights ol women Plus is also 
being used to eo opt leniinisis NGOs and 
otherstoliiitherlheobjcelivesolpopul iliori 
establishment 

Similarly the word elioiec is used to 
promote solutions to the problem ol 
overpopulation It is stated in an aiticle 
published by the ph iimaceultcal MN( 
Organon Scientists iiound the world are 
convinced that tinding a universally 
acceptable contraceptive v iceination is the 
key to eontrolling population growth in 
the developing world 
When the motives behind the develop 
ment ol such contraceptive methods are 
so clear the population establishment wants 
women s groups to participate in 
clinical trials and evaluation piojccts But 
barrier methods aie not given much 
importance and technocratic solutions are 
promoted as sale solutions and options, 
all in the name ol participation decentia 
lisation and widening the i hoice available 
to women 

It IS well known that Ihe new economic 
policies arc being implemented with support 
Irom Ihe World Bank and the IMI Right 
Irom the days ol Robert McNamara, the 
World Bank is an advocate ol controlling 
(he population explosion' and has lunded 
projects leiated to population control In 


addition, the World Bank at times 
incorporates analysis of population growth 
and Its role in economic development In 
some countries (e g Jordan. Turkey) the 
Bank succeeded in laising population as 
an issue in discussions with high level 
ollicials Inthecascol Indonesia, the bank's 
role was much widci Its population sector 
woik was instrumental in helping the 
Indonesian government to develop its 
population programme In Aliica the 
population issue ligurcd in many ol the 
reports prepared Hy the bank in 1987 88 
In Seneg il pre'paration ol a Population 
Policy Statement and Action Plan became 
an agieed e ondilioii ol the lelease ol third 
tranche ol SAl Ihe action plan was lo 
include explicit targets also In Nigeria the 
bank playc d a major role in policy loimalion 
and ipproval ol polic v Another important 
Icatiiie ol the bank s work on population 
IS the use ol dialogue to (lersuade 
governments iiid paiticularly lliosc in lop 
positions The bank s success in policy 
ill ilogiie IS due I iigely to its access to the 
highest levels ol governnieril and its links 
with a wide I iiigc ol ministries Fied Sat 
cites instiiices ol changes in policies 


brought about due to dialogues held with 
presidents and heads of state The bank’s 
senior population adviser is also involved 
in policy dialogues Besides this, the bank 
promotes dialogues through seminars, 
training programmes, etc But as indicated, 
the bank’s work extends to persuading 
govetnmenis to accept conditions also 
According to Pred Sai, the “bank was 
instrumental in persuading Bangladesh 
to otter voluntary sterilisation in their 
tamily planning programmes as part of 
negotiations surrounding the third 
population project" Besides these, the bank 
also conducts research on population which 
includes miet aha, incentives lor small 
lamily si/c Ihe bank also Works in 
collaboration with other agencies such as 
USAID and UNFPA India ligures in the 
list of key countries’ which are considered 
to have serious population problems Thus 
the role ol Ihe World Bank in promoting 
population control is obvious and since 
the World Bank plays a major role in 
deciding on luriher assistance to the 
country we need not be surprised if 
population stabilisation or population 
control becomes a conditionilily in future 
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The possibility of the World Bank’s 
intervention through S ALs cannot be ruled 
out ’ 

Similjriy- the impact of structural 
adjustment programmes (SAPs) advocated 
by the Woild Bank - IMF on women’s 
health and well being have been highlighted 
by women’s gi oups and c oncerned scholars 
A leport Irom the US could serve as a 
warning signal to us in India about the 
implications ol SAPs Although the report 
IS about the imp id ol Reaganomics, it is 
relevant as Rcaganomic . and SAPs have 
many common teatures Both are based on 
the sime ideological principles and were 
touted as mirac Ic cures But the miracle has 
brought little c heer to women It has helped 
llic ric h to become richer and in the process 
the US IS competing with developing 
nations in us perloimaiice in decline ol 
social seivices inlani moil ilitv etc 

Riiii’anomu s and Womrn Snuitural 
Adjmtnu nt US Si\li IQM) A (a\t 
Sliid\ aj Wonun And l\ne)l\ In the US 
liasbccnmiblishcdbs All W1D( Alternative 
Women in Development) i coalition of 
esomen lese lieheis and poliey advocates 
b.isc'd 111 Washington DC I hev locus on 
altcinative policy dirce'ions to empowei 
women paiiieiiiarl) women in poveitv 
both within the I'S iiid in so e died I lord 
Woild eoimliiis I he leporl clies a study 
which his shown Ihit the average lating 
ol US social he dill has declined lion 09 
points on a scale ol 100 during the Nixon 
1 Old legiine lo 61 points during the C aiter 
regime and cleelmed liiriher to 18 points 
during Reagan cr.i 1 his index was dev ised 
by I Oldham University Institute For 
Innovation in Soc lal Policy and lakes into 
.lecount 17 indicators such is uiicmploy 
ment infant mortality loot! stamp 
coverage children in poverty, etc I he 
1990 index locused on the social health ol 
women looking at poverty, violence health 
coverage and income gap between women 
and men Irom 1974 88 Women s social 
health index declined Irom 78 points in 
l974to F8poinlsin 1988 Although women 
have home the biunt cd declining social 
health, the w orst hit were Al ric an A merit an 
womtm and Latinos who have higher rates 
ol unemployment are disadvantaged in the 
labour market and earn lower wages than 
European American women About one 
Fourth oF all Alrican-Ameiican and Latino 
children lived in Families having incomes 
below the poverty line 
In access to health care, the trend towaids 
privatisation of health caic delivery, 
increase in the number ot lor profit 
hospitals, and reduced federal Funding for 
health care ot the poor accentuated the 
situation This report points out that 
according to the National Research Council, 
"For people ol the lowest economic status 
overall morality was 80 per cent greater 


than those at the highest socio-economic 
level” Although the number of poor has 
increased, funds for the Medicaid 
piogramme, designed to provide health 
care tor the poor, have not increased in 
real terms In 1976,65 per cent of the poor 
were covered by Medicaid by 1984 this 
numbci had declined to 18 per cent 
Accoiding lo the report, ‘because of 
discrimination women, particularly low 
income and minoiity’ women sulfer 
disproportionately in terms ol access to 
health caic ’ 

Accoiding lo Peggy Antrobus The 
problem with stniciiiial adjustment policies 
IS not that they assume women arc outside 
ol development and need to be biought in 
(via accompanying compcnsatoi y 
piogrammes) but that they are ailually 
grounded in gendci ideology which is 
deeply and turidamcnially exploitative ol 
women s time/work and sexuality 

Since undue attention is given to 
population control othei issues iclatmg lo 
women s health do not get ihe iltcniion 
they deserve Noi is thcic i positive 
coiielation between high rales ol 
coniracc piive pii valence and reproduc live 
health Jodi I Jacobson points out ihat in 
Brazil which is considered a lamilv 
planning success sloiy high conti iccptive 
prevalence i lies exist against a backdrop 
ol dec lining n produc tive health A Woild 
Bank study also pointed out that 
icproduciivc health needs are poorly met 
Due to I ick ol alternative methods women 
had little choice except sterilisation As a 
result 41 per cent ol women useis had 
undcigonc sterilisation' Policies that 
explicitly or implii itlypioniote sterilisation 
thus end up denying the reproducii ve i ights 
ol women Indonesia is often cited as a 
success sioiy in family planning, 
paiticularly its achievements in involving 
religious leaders and the community in 
achieving the goals of Family planning 
FJowever, what have Indonesian women 
gamed in the pioccss and whether it is a 
success story loi women arc some ol Ihe 
questions that cannot be ignored Ines 
Smyth has critically examined this case in 
the light ol such questions' 

The much cited Indonesian model 
ensuics that women s reproductive rights 
are effectively contiollcd by the slate But 
in terms ot indicators ol women’s health 
and welfaic, one has to re-examine the 
whole notion ot success in family planning 
Closer to home it has been pointed out that 
Tamil Nadu, which is considered a success 
story in family planning, cannot be 
considered so in terms of indicators ol 
women’s health Sundan Ravindran points 
out ‘‘At the same time perinatal mortality 
rates and stillbirth rales, indicators of 
women’s health during childbearing years, 
showed an increasing trend and remained 


above national averages”" 

Blindly encouraging schemes to offer 
incenti ves For those practising the two child 
norm and disincentives and punishments 
lor those who do not follow the norm 
would boomerang on women The 
experiences of women in China indicate 
that such coercive policies result in abuse 
ol women Women do not have full control 
over their fertility, and m a society which 
plates a premium on a male child, such 
policies arc biased against girls particulaiiy 
those who were boin later Regarding the 
case ol millions ol Chinese missing gtrls 
Terence Hull toncludes ”If children are 
being hidden Irom surveys and registration 
forms. It IS likely that they arc also being 
deprived of the various benefits ot child 
caic schooling and protection from 
exploiiation lo which they are entitled If 
they arc being illegally aborted put to 
death oi mistreated so as to cause premature 
de ith because ol then gender, they repicsent 
I cl iss ol innocent victims whom the slate 
IS lommitted lo protect To the extent 
111 It this anti social behaviour is a reaction 
to official I imily planning policy it is 
important for the government lo develop 
responses .idequatc to Ihe challenge ’ ’Mary 
and Laurie also point out Ihat the one child 
norm was implemented when China was 
disiiianllmg lural agnculliiial collectives 
which was causing much hardship lo 
families and women “ In India where there 
IS no positive discrimination in policy for 
girl children the implu ations ol incentives 
and disincenliv cs for a two child per family 
norm would endanger the lives ol girls and 
could mdiicctly induce female infanticide 
and neglect of girls 

17he views expressed here arc in my personal 
capacilyl 

Notes 

1 Iht Hindu October 22 1992 

2 Cued in Immuni lin;ual C imlrtn eptnes - 
Oeufined /nr rnpulalions mil People FFAI 
and Women s Health luundaluin 

1 Fred Sai and 1 auren A rhcsier 7 he Role 
of Woild Bank in Shaping Third World 
I’opulalinn Policy in Populiilion Polii i 
Contemporary htue\ Oodfrev Roheits 
I’rager fed) New York 1990 

4 Judi L Jacobson Women's Reproductive 
Health A Silent Fmergenev World Walch 
Paper No 102, June 1991 

5 Ines Smyth Indonesian Family Planning 
Programme A Success Story For Women ’’ 
Development and C hanite Vol 22 No 4 
1991 

6 r K Sundan Ravindran The Polilics of 
Women, Population and Developmeni m 
India' fteprodut ttxe Health Mattery No I 
May 1997 

7 Quoted in Mary Dalsimer and Lauruie 
Nisonoff, Collision Course Cultural 
Survival Quarterly Winter 1992 

8 Ibid 


Economic and Polilicjl Weekly July I, 1995 


1619 



BARCLAYS BANK PLC 

■K* INDUN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


BALANCE SHEET AS AT 31 ST MARCH, 1995 

Schedule 

31 st March, 
1995 

Rs in 000 s 

31st Match, 
1994 

Rs in 000 s 

CAPITAL AND LIABILITIES 



Capital 

1 

206,000 

150,000 

Reserves and Surplus 

2 

116,695 

86,594 

Deposits 

3 

9K1 948 

832,193 

Borrowings 

4 

1 539 472 

957,627 

Other liabilities and 
provisions 

5 

239,672 

193,406 

rOTAl. 


3,083 787 

2 219,820 

ASSETS 




Cash and balances with 
Reserve Bank of India 

6 

89,872 

23,369 

Balances with Banks and 
money at call and 
short notice 

7 


24,720 

Investments 

8 

456,815 

Advances 

9 

I,%7,918 

1,550,886 

Fixed Assets 

10 

142,151 

27,510 

Other Assets 

11 

269,438 

136,520 

TOTAL 


3,083,787 

2,219,820 

Contingent Liabilities 

12 

10,046,237 

5,504,596 

Bills forCollecbon 


134,960 

187914 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 ST MARCH, 1995 

Schedule 

Year 
ended 
31st March, 
1995 

Rs in OOO's 

Year 

ended 

31st March, 
1994 

Rs in OOO's 

# 

1. INCOME 




Interest earned 

13 

486,050 

442,691 

Other income 

14 

50,793 

47,162 

TOTAL 


536,843 

489,853 

II. EXPENDITURE 




Interest expended 

15 

337.208 

285,569 

Operating expenses 

16 

79,066 

35,847 

Provisions and 
contingencies 


90,468 

115,937 

TOTAL 


506,742 

437,353 

ni. PRonT/Loss 




Net profit/lossf-) for the year 

30,101 

52,500 

Profit/lossf-) brought forward 

67,627 

25,655 

TOTAL 


97,728 

78,155 

rv. APPROPRIAllONS 




Transfer to statutory 
reserves 


6,100 

10,528 

Balance earned over to 
Balance Sheet 


91,628 

67,627 

lOTAL 


97,728 

78,155 






Notes on Accounts 17 


Notes on Accounts 17 

The schedules referred to herein form an integral part of the 
Balance Sheet 

The schedules referred to herein form an integral part of the Profit 
and Loss Account 

This IS the Balance Sheet referred to in our Report of even date 

This IS the Profit and Loss Account referred to in our Report of 
even date 

For Sharp & Tannan 

Chartered Accountants 

By the hand of 

Sd/- 

MP Narsang 

Partner 

For Barclays Bank PLC, Indian Branches 

Sd/- Sd/- Sd/- 

Peter Harlock Peter Douds Vikas Kulkaiiu 

Chicl Executive - India Manager - Operations FinaiKial Controller 

Bombay 

Dated 28th June, 1995 
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ra BARCXAYS BANK PLC 

■ai INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 3IST MARCH, I99S 



31st March, 

31st March 


31 St Maich 

31 St March, 


1995 

1994 


1995 

1994 


R\ in OOO’s 

Rs in OOO's 


Rs in 000 s 

Rs in (XX)’s 

Schedule 1—Capital 



.Schedule 4—Borrowings 



Start up Capital as 
prescnbcd by Reserve 



1 Borrowings in India 



Bank of India 

206.000 

150,000 

i) Reserve Bank ol India 

168,700 

0 

(Of this Rs 23,530 
(previous year 



ii) Other Banks 

1,370,772 

957,627 

Rs n,(XX)) IS deposited 




— 

957,627 

with the Reserve Bank 



TOTAL 

1 539472 

of India under 

Section 11(2) of the 






Banking Regulation 

Act, 1949) 



Secured borrowings 





included above NIL 



TOTAI, 

206,000 

150 000 




Schedule 2—Reserves 
and Surplus 



Schedule 5—Other Liabilities 
and Provisions 



1 Statutory Reserves 






i) Opening Balance 

ii) Additions during 

18.967 

8,439 

1 Bills Payable 

55,220 

11,126 

0 

the year 

6,100 

10 528 

11 Inter - Office adjustments (net) 

25.149 


- 


III Interest accrued 

79,495 

115.643 


25,067 

18,967 


— — 


IV Others (including 



11 Balance in Profit and 



provisions) 

79.808 

66,637 

Loss Account 

91,628 

67,627 

_ 


TOTAL 

116,695 

86 594 

TOTAL 

239,672 

193,406 

Schedule 6—Cash and 



Schedule 3—Deposits 





I Demand Deposits 



Balances with Reserve 

Bank of India 



Prom Others 

108,715 

59,820 

1 Cash in hand 



II Savings Bank 

Deposits 

15,127 

8,296 

(including foreign 
currency notes) 

470 

201 

ni. Term Deposits from Others 

858,106 

764,077 

11 Balances with Reserve 

Bank of India 
in Current Account 



TOTAL 

981,948 

832,193 

89,402 

23,168 

Deposits of Branches 
in India 

981,948 

832,193 

TOTAL 

89,872 

23369 





Bcwwmic and Ptditical Weekly July 1, 1995 


1621 










ra BARCLAYS BANK PLC 

■Mi INDUN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 3 tST MARCH, 1995 



Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 

I In India 

Balances with Banks 
in Current Account 

II Outside India 

In Current Accounts 

TOTAL 

Schedule 8—Investments 

I Investments in India in 

i) Government 
securities 

ii) Other approved 
sccunties 

TOTAL 

Schedule 9—Advances 

A i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable 
on demand 

III) Term loans 
TOTAL 

B i) Secured by tangible 
assets 

ii) Unsecured 
TOTAL 

C. Advances in India 

i) Priority sectors 

ii) Others 

TOTAL 


31st March, 
1995 

Rs in OOO’s 

31st March, 
1994 

Rs in 000 s 

21 176 

24 720 

919 

0 

22 095 

24 720 

564,813 

429,315 

27.500 

27 500 

592,313 

456,815 

375,216 

770,222 

1,319,869 

462,142 

272.^3 

318,522 

1,967,918 

1,550,886 

585,838 

673,130 

1,382,080 

877,756 

1,967,918 

1,550.886 

684,064 

289,974 

1,283,854 

1 260,912 

1,967,918 

1,550,886 





31 St March. 31 st March, 
1995 1994 

Rs inOOO's Rs inOOO's 


Schedule 10—Fixed Assets 

I Prermscs 

At cost as at the beginning 
ot the year 

Additions dunng the year 
Depreciation to date 

TOTAL 

II Other fixed assets (including 
furniture and fixtures) 

At cost as at the beginning 
ot the year 

Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

TOTAL 

Schedule 11—Other Assets 

I Inter Office 
Adjustrnents(net) 

II Interest Accrued 

III Stationery & stamps 

IV Others 

TOTAL 

Schedule 12—Contingent 
Inabilities 

I Liability on account of 
outstanding forward 
exchange contracts 

II Guarantees given 
on behalf of 
constituents in India 

III Acceptances, endorsements 
and other obligations 

IV Liability on account of bills 
of exchange rediscounted 

V Other items for which the 
bank is contingently liable 

TOTAL 


16,819 

06.338 

(1,890) 

121,267 


20,352 

16,284 

(1,790) 

(13,9 62) 

20,884 


142,151 


0 

52,222 

12 

217,204 


269,438 


16,819 

0 

_(8M) 

15,935 


12,754 

7,628 

(30) 

(8,777) 


11,575 

27,510 


14,286 

44,905 

6 

77,323 


136,520 


6,435,385 3,339,718 

853,071 502,831 

1,201,990 696,047 

1.555,500 966,000 

291 0 


10,046,237 5,504496 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 

SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 

YEAR ENDED 31ST MARCH, 1995 



Year Year 

ended ended 

31st March, 31st March, 
1995 1994 

Rs inOOO's Rs inOOO’s 


Schedule 13—Interest Earned 



I Interest/discount on 
advances/bills 

413,241 

357,851 

n. income on Investments 

61,506 

27,498 

ni. Interest on balances with 

Reserve Bank of India and 
other inter-bank funds 

11,250 

57,141 

IV Others 

53 

201 

TOTAL 

486,050 

442,691 

Schedule 14—Other Income 



I. Commission, Exchange 
and Brokerage 

29,331 

15,057 

II. Profit on sale of 
investments (net) 

2,308 

194 

III. Profit on sale 
of assets 

201 


IV. Profit on exchange 
transactions (net) 

18,600 

31,893 

V. Miscellaneous mcome 

353 

11 

TOTAL 

50,793 

47,162 

Schedule 15—^Interest 

Expended 



L Interest on Deposits 

73,746 

69,627 

0. Interest on Reserve bank of 
India/lnter-bank borrowings 

208,458 

136,637 

HI. Others 

55,004 

79,305 

TOTAL 

337,208 

283,569 



Year Year 

ended ended 

31st March, 31stMarcb, 

1993 1994 

Rs m OOO’s Rs. in OOO’s 


Schedule 16—Operating 

Expenses 

1 

Payments to and 
provisions for 
employees 

11 

Rent, taxes and 
lighting 

III 

Pnnung and 
stationery 

IV 

Advertisement and 
publicity 

V 

Depreciation on 

Bank's property 

VI 

Director's and Local 

Advisory Board 

Members' fees and 
expenses 

VII. 

Auditor’s fees 
and expenses 

VIII Postage, Telegrams, 

Telephones 

IX 

Repairs and 
maintenance 

X. 

InsuraiKX 

XI. 

Other expenditure 


TOTAL 


32,498 


14,377 


79,066 


8,755 


35,847 
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(Incorporated in the United Kingdom with Limited Liability) 


Schedule 17—^Notes Forming Part of the Accounts for the Year Ended 31st March, 1995 

1 Pnncip.il Actounling PoIilics 
( a; General 

The atcompanying nnanciai staletncnls have been prepared on the histontal lost basis and conform to (he statutory provisions 
and practices prevailing in the country 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year Non monetary 
assets have been earned in the books at the contracted lates 

(ii) Income and expenditure items have been translated at (he exchange lates mling on the date of the transaction 

(ill) Outstanding forward foreign cxc hangc contrac Is have been revalued at the exchange rates pi evading at the close of the year 
and the resultant profit/loss is transferred to rt senue in accordance with FEDAI guidelines ' 

(c) Investments 

(i) Investments categorised as ‘permanent” are Viilucni at cost The excess of acquisition cost over lace value is being amortised 
over the residual maturity and the disc ount over face value, being unicalisi^ gam is ignored 

( 11 ) Investments categoriNcd as “current ’ are valued as follows 

- Where quotations are available, on cost or market value, whichever is lower 

- Where quotations arc not available, on a yield to maturity basis as prescribed by Reserve Bank of India 

(d) Fixed Assets 

(i) Premises and olhci lixed assets have been accounted lor at thetr historical cost 

(ii) Depreciation has been provided on the stiaight line mcthcxl at the rates specified by Barclays Bank PLC In respect of 
additions during the year, depreciation is provided with elfcct from the calendar quarter in which the addition is made In 
respect of sale/disposals, no depreciation is provided in the calendar quarter m which the asset is disposed off 

(e) Staff benefits 

Coninbutions to the (irituity Fund have been made as per actuarial valuation 
(0 Net profit 

The net profit disclosed in the profit and loss account is after 

(i) Provisions lor taxes on income in accordance with statutory requirements 

(ii) Other usual or necessary provisions 

2 An income-tax demand raised m relation to pnor year’s assessment amounting to Rs 2,S98,‘i'i7 which is, as advised, considered 
unsustainable m appeal, and hence has not been provided lor 

3 Current year’s figures are not compaiable with those of the previous year since they me lude figures for the New Delhi branch which 
commenced operations from 6th Apnl, 199*) 

4 Pnor year’s figures have been regrouped wherever necessary, to confoini to the current year s classification 

Auditors’ Report on the Indian Branches of Barclays Bank PLC 

We have audited the attached Balance Sheet ol the Indian Branches of Barclays Bank Pic as at 31st March, 1995 and also the 
annexed Profit and Loss Account of the Indian Branches ol the Bank for the year ended on that date, in which are incorporated 
the returns of Delhi Branch audited by us 

In accordance with the provisions of Section 29 of the Banking Regulation Act 1949 read with the provisions of sub-sections (I), 
(2) and (5) of Section 211 and sub section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and 
Loss Account arc not required to be and are not drawn up m accordance with Schedule VI to the Companies Act, 1956 The accounts 
are ihcrefore, drawn up in confonnily with Fonns A and B’ of the Third Schedule to the Banking Regulation Act, 1949 
We report that in accordance with sub section (I) of Section 30 of the Banking Regulations Act, 1949 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the 
purpose of our audit and have found them to be satisfactory 

b) fhe transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches of the 
Bank 

c) In our opinion, pioper IxHiks of account, as required by law have been kept by the Indian Branches so far as appears from 
oui examination ol those books and pioper returns adequate for the purpose of our audit have been received from the Delhi 
Branch of the Bank 

d) The return of the IXHhi Branch has been piopeily dealt with by us while preparing our report 

c) The Balance Sheet and Profit and Ixiss Account of the Indian Branches of the Bank dealt with by this report are in agreement 
with the booki ot account 

0 In our opinion and to the N st ot our mformation and according to the explanations given to us, the Balance Sheet and Profit 
and Loss Account together with the notes thereon give the mformation required by the Companies Act, 19^6, in the manner 
so required tor Banking Companies and give a true and fair view of the state of affairs of the Indian Branches of the Bank 
as at 31st March, 1995 and ol its piofit lor the year ended on that date 

’ sharp & TANNAN 

Chartered Accountants 
By the hand of 
Sd/- 

Bombay MP NARSANG 

Dated 28th June, 1995 Partner 
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NATIONAL CENTRE FOR ADVOCACY STUDIES 

20 Anurekha Society, NavaSahyadry 
Pune 411 052 


Are you 

* Committed to social justice and human rights'^ 

* Willing to travel frequently*^ 

* Able to liaise with the grassroots as well as policy makers'? 

* Interested in bringing about change in public interest issues, by effectively mobilising ctizens 
and presenting their concerns before policy makers and the media, in short in Public Advocacy 
work*? 

Then, we have the following positions at NCAS 

1) Research Co-ordinator (Research and Publication) 

Postgraduate, with 5 years research experience in social science or allied fields and published works, 
excellent writing skill in English and Computer literacy 

2) Research Assistant (Research and Documentation) 

Postgraduate, with 3 years experience in social research, proven writing skill and Computer literacy 

3) Programme Associate (Training and Outreach) 

Postgraduate, with 3 years experience of working with grassroots groups or social action groups, 
2 years of experience in social research and/or training Good communicative skills in Hindi and 
English, proven writing skill in English 

4) Programme Assistant (Campaigns and field work) 

Postgraduate or equivalent and two years of experience with social action groups, ability to 
communicate in Hindi and English, proven writing skill in English and preferably in Hindi 

So if you are one of that rare breed who is a creative trainer. 

Or who IS a “grassroots” researcher, with 
demonstrated writing skill"? 

and you want to be a part of our team to develop the 
first institution of its kind in South Asia 

And if that sounds like just what you want to do, send us your resume with an autobiographical 
sketch (not more than two type-written pages) telling us what has made you tick all these years, 
and your vision for Development in India. 

Women are encouraged to apply. 

Your application, mentioning the post applied for, should reach us before August 1, 1995 


Pnnted by Krishna Raj at Modern Arts and Industries, 151. A-Z Industrial Estate, Ganpatrao Kadam Mart; Lowu I'arel Bomb.iy 4<l(i (II l 
and published by him for Sameeksha Trust from Hitkari House, 284. Shahid Bhagatsingh Road Boinbav 400 (K)l 



July 1. 1995 


Regd No M H>By/Soutli>325 


HERE'S 

WHERE 

YOUR 

DREAM HOME 
BECOMES 
A 

Reality: 


GIC HOUSING FIHANCE LTD. 

Attention all Individuals, NRIs, Corporate Bodies and Builders. GIC Housing Finance Ltd., 
offers special housing loans ■ the easiest way to owning your home. 

SPECIAL FEATURES: O Loan Amount ranging from Rs 20,000 to Rs 10 Lacs O Rate of interest 
ranges from V2% to 165% pa O Free Accidental Death Insurance Cover O Softer Repayment 
terms based on Fquoted Monthly Instalments on Monthly Reducing Balance Method 

r fii rl <iul 'iioie obfnii what GIC could do fur your home (uit rontoc I any of the tollowing addresses 

GIC Housing Finance Ltd. 

REGD OFFICE ikD FIOOP INIVERSAi IIMSl RAnCt BlDC SiRPM ROAD fORt BOMBAY TEl 2851765/28538o6/68 S^rvia C«n»rti: Bombay 
) Pjfw itda A sjt ir e ltd Nc*,v'ram Bhovnr I t rkmi <4ri8 Bonk Slieot fort Bombay400 023 lel 2663411 New Bombay C/o New Indio 
r I iikP Ih Vinrti’v''Cr rrniiTi ul i r mfjlnx llrnfl i r Sr K r II f BD Belcpur New Bomboy 400 614 Tel 7S70825/35 Strvie. Cwilrts dio a.'. 
ni qnivc Deir' Modru' C aku'lo Hyd“iatmd Parui,i K jlp Lucknow trivandium Shor'Iy opening otlires ol Coimbotore Vishokapattonam Pune 
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SOME NOTES ON INTERNATIONAL MONETARY REFORM 

WOMEN’S EMPOWERMENT AND 
RAJASTHAN’S SATHINS 

^ COST RECOVERY IN DIAGNOSTIC 
FACILITIES 

MONEY MARKET: A DEARTH 
OF IDEAS 

; IRAN, AMERICA AND OTHER 
MAJOR POWERS 

t CHANDIGARH: PROBLEMS OF 
PLANNED URBANISATION 

TRANSFERRING PERSONALISED 
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World Monetary Reform . . ' ’ 

The present world financial regime displays three major problems 
persistent misalignment of currencies volatility of exchange lates and 
abrupt massive movements of portfolio c apital Fhe situation calls lor 
(Icsihle iclative prices of goods, appropi late money supplies and a Tohin 
lax on currency transactions In the absence of global co-ordination of 
national money supplies, there is a case for an intcinational agency to 
issue bonds denominated in a basket of cuirencics and to engage in 
open market operations for world monetary stabilisation 1677 
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New Development Strategies 

Il IS neither dcccplable nor necessary that financial and economic progress 
should be paid for by structural unemployment and underemployment 
which arc leading to increasingly widespread manifestations of social 
exclusion and poverty So long as huge social disparities persist, growth 
will be certainly a necessary but in no way a sufficient condition of 
development I hat is why it is necessary to deal with the five themes 
of peace, economy environment, justice and democracy all at once, 
taking social conditions as Ihe starting point for clforts towards 
development 1682 


Paying for Health Care 

( osi recovery through levy of user 
charges has signilicant implications 
lor the availability ol hospital lacilities 
A study of the mto tinancing scheme 
(AF S) iniroduccd in public hospitals 
in Rajasthan m 1992 provides 
V iluabic pomiers to the planning and 
implementation ol cxptnsion of 
public hospital facililics 1700 

Guru’s Dilemma 

Problems of inter personal 
knowledge tnnsler the characteristic 
of tiadiiional art lot ms arc difficult 
to oveicomc without broad based 
slate patronage or a significant 
development ol market based 
oppoiiumiics 1663 

Money Market TVemors 

While the .icuie shoitage ol liquidity 
lomhined with an unrealistic 
governmcnl boriowing programme 
have imparted a gre rl deal of 
uncertainty to the money market The 
market also seems to perceive that the 
rates ol intcrcsi on government debt 
have now peaked The result has 
been an inversion ol the yield curve 
for government securities 1636 

New Bonds 

The struggle ol the village-level 
workers or ‘sathins ol the Women’s 
Development Programme in 
Rajasthan tor better working 
conditions is a comment on the class 
and gender biases embedded in these 
programmes beneath the veneer of 
rhetone and hyperbole 1645 


BJP’s Moves in UP 

Using ils position as the protector ol Ihe 
BSP government the BJP is liymg 
to instigate low inicnsiiy seclarian 
conlhcls in UP especially between the 
backward castes and Muslims 1643 

Victims of Urbanisation 

I he Punjab government s latest move 
to at quite land around Chandigarh 
ostensibly to construct a residential 
complex on the city s oulskirls to 
regulate urban growth will result 
in Ihe displacing of thousands 
ol villagers 1655 

Managing Disasters 

The iclicl and rehabililalion woik ol 
Ihe Maharashlra government and 
NGOs among the victims ol the 
Osmanabad Latui eaithquake ot 
September 1991 has served to 
reiterate major lessons on the 
importance ot community based 
rehabililalion the role of local 
democratic processes in ensunng 
rapid recovery ol communily 
self reliance, the superiority of 
upgradation of local technology to 
repair and rclrofll over wholesale 
relocation and finally the essentially 
catalytic role that external agencies 
can at best hope to play 1654 

Cornering Iran 

The placatory tone ot Iran s recent 
statements directed at the US has to 
be seen in the context ot the 
hardening altitude of the US Congress 
towards Iran and the deienorating 
economic situation in Iran 1662 
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Lessons of Bengal 
Municipal Elections 

rm results ol the muniLipal elections in 
West Bengal h.ise atlraclcd nationwide 
niedij attention because ol ihc setbacks 
sutleicd by the ruling Lett bront Hections 
were held to 7‘J municipal btxlies, out of 
which the i F* won a inajonly in 19 and the 
Congress in 29 In 10 municipalities the 
results weie indecisive and the forward 
BIik k(S)wonainajonly in one municipality 
1 he I F lost control of 14 municipalities and 
C ongicss ol tour, resulting in a net gam of 
10 municipalities lor the Congress 

I he gams made in the munic ipal elections 
by the Congiess reicived media attention 
possibly because nobexfy expected them 
and eveiyonc looks at West Bengal as more 
Ol less an cxi lusive presei’vc ol the l-F The 
reaction in a section ol the press was as it 
by losing control ol a tew municipalities, 
the I r had already been dislodged from 
power m Ihc state Yourjoumal also carried 
comments on the sulijcci from two 
correspondents (June F) The views 
expressed by the fust correspondent rel- 
Iccled a (more or less) balanced analysis, 
but those of the second were lopsided In 
lad any analysis treating the results ol the 
municipal elections as rcllecting the , 
popular mood in isolation from the results 
ol the paiichayat elections and the assembly 
by elections is bound to be wide ol the 
inaik 

I his is not to deny that the results of the 
municipal elections were a (positive) signal 
ol popular disenchantment with the existing 
ruling bcxiics But this disenchantment is 
not restncied lolhc 1 b alone, as in percentage 
teims the losses sullered by the LF and the 
Congiess in relation to their erstwhile 
strength work out to be about the same A 
signilicani feature of the elections was that 
whcic elections were held lor the first time 
the vcidict went in favoured the LF This is 
possibly indicative of the lad that while the 
IF remains the dominant political force in 
the state, there is populat disenchantment 
with the standards ol civic amenities that 
are in a deplorable slate in most 
municipalities 

It has also been generally overlooked by 
the media that the phenomenon of the 
Congress registering gains in municipal 
elections is nothing new The Congress has 
been steadily incieasing its share of 
councillors in the municipal bodies in 
almost every election, as can be seen from 
the table 

In the municipal elections there has thus 
been a gradual but defini tc decline of support 
forthel F rheCongresshasbeenincreasing 


Its representauon by 3 to 4 percentage 
points in every election and this time also 
the same trend was in evidence However, 
Ihc Congress has not been able to retain its 
gains in state assembly and parliamentary 
elections in which political issues play the 
dominant role It is reasonable to surmise 
that this time too the Congress, being totally 
bankrupt politically, will not be able to 
hold on to the support gained in the 
municipal elections 

Year No of No of Councillors 


Municipalities _ Elected 




LF 

Congress 

1984 

75 

761 (61) 

350 (28) 

1988 

II 

160 (61) 

85 (32) 

1990 

74 

763 (61) 

429 (34) 

1993 

34 

375 (56) 

251 (38) 

1994 

79 

823 (52) 

650 (41) 


Note Figures in brackets are percentages of 
the total number of councillors elected 


The popular dtsenchantment reflected in 
the municipal election results is pnmarily 
over the abysmal state of civic amenities in 
most of the municipal areas Roads are 
mostly pot-holed and broken Water supply 
IS inadequate and unclean Theenvironment 
IS polluted There is no sign of any decline 
in the swarms of flies and mosquitoes 
Corruption is widespread The tic-up 
between real estate promoters and munic ipal 
authorities is all too evident In such 
circumstances it is not surprising that the 
existing authorities in the municipalities 
have received a strong rebuff from the 
people, what is noteworthy is that, even in 
such adverse conditions, the LF was able to 
win about SO per cent of the municipalities 


and get more than 50 per cent ol tl 
councillorselected and the Congress, despi 
having made some gains, is still a dist; 
second This is a definite indication of i 
influence of the LF parties among the peo[ 
including the urban middle class Electu 
to the Calcutta municipal corporation ; 
due on July 9 and from all indication | 
fight between the contending parties willj 
a tough one 

One thing that has, however, come i 
with stark clarity is that none of thepolitij 
parties have any real link with the peoj 
at the grass roots Icvgl Just before 
municipal elections the chairman of 
LF had boasted that this time the L 
performance would be much better than 
earlier occasions It is clear that he co 
make such a forecast only because the 
parties were completely out of touch w 
the people Similarly, the leadership ol 
Congress could not believe that the pan 
candidates had really won in so m: 
constituencies Yet these parties claim 
represent the hopes and aspirations of 
people The loss of touch with the peo 
IS particularly unpaidonable for the 
because the parties belonging to the 
claim to be marxist in ideology and 
supposed to maintain close links with 
people at the grass roots level ’I 
important lesson that the LF parties mi 
therefore, learn is that there is no substii 
tor maintaining a close rappoit with 
people, not as their rulers but as tf 
friends and comrades 

S N K 
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Playing Fast and Loose 

T HL dttidcnl at I arapur when radioactive water lound its 
way intolhe stoi ni waterdiain at the waste immobilisation 
plant lb atcoiding to the chut ol the Atomic Lneigy 
Regulatory Board (Al RB) a negligible incident On the 
international nuclear events scale the incident rates well 
below zero The total radiation dose was well below 100 
millicurics 1 uithcr while routine checks had shown an 
inciease in radioactivity in March only in Aptil was it 
considcicd lobr statislicallvsigiiilicant The contamination 
took placi because ol two unlucky things , one a pipe 
which cariies steam undci picssuie and passes through 
ladioadivc waste and is open to radioactive eontamination 
leaked at a |oint and two the dilution tank designed to be 
an extra precaution >eainst le ik ige of radioactive water had 
been eliminated it the lonstiuction st ige And whv did the 
department w iit loi the leak to be n sealed by the press and 
not lake steps itsell to infoim lire public when the leak 
oceuricd^ We lelt theie was no n'cd to make a public 
aniiouneemcrl because we loi'k care ol the leak 
appropi lately 

This entile cpiaide illustriics veiy well thecxtraoidinary 
latitude that has been allow id to the atomic energy 
department and the nude ii industis in matters which ought 
to eomc undci public sciutiny birst a pipe which goes 
through I adioaetise mateiial mei ss inly exposes its contents 
to radioactiv ity whie h means that the steam passing through 
It becomes radioactive even il to a small degree Such a 
sy'.tcmmusibeconsideiedapiimary loop and must logically 
be a closed one to be dischaigtd peiiodically and treated 
This is expensive and the amount ol radioactive 
contamination m the steam pipes was apparently not 
considered to be high enough to re'e]uiic this sort ol handling 
The alternative adopted was to minimise the ladioactivity 
released by diluting the condensed steam This is done 
according to the department thiough dilution tanks, which 
aie thercloic essential That one of the steam pipes led 
directly to the stonn water dram because those responsible 
lor construction had dispensed with the dilution tank lor 
whatever reason is not simply a construction flaw It is a 
serious technical and safety lapse which ought to be the 
subject of a high level piobc Second one may even question 
whether the method adopted loi treating the radioactive 
waste was indeed the best or whether it was simply the 
cheapest Third, the fact that a ciitical pipe joint or joints 
developed a leak is, to anyone lamiliar with pipe design, 
incomprehensible For cntical joints even in chemical 
plants which do not handle radioactive material arc subjet t 
to a senes of tests to establish the integrity of the pipe system 


and the material used such as pressure tests, non destructive 
tests like radiogiaphic and ultrasonic scrutiny, and so on 
This being a critical service the entire system should, 
following the usual piacticc in the chemical industry have 
been tested This would have revealed flaws which eventually 
developed into holes This clearly was not done and the 
AERB has chosen to gloss over the lapse Ironically BARC 
Itsell sells these testing services to industry Furthei, the 
department spokesperson s claim that the leaks occurred 
due to corrosion is again unacceptable lor the design of such 
sensitive piping systems normally requires that allowance 
IS provided lor material deterioration due to corrosion when 
determining the thickness ol the pipes The point is that in 
any other chemical plant there would have been checks at 
various levels prompted by various concerns - the interests 
of the owners of the industry the consultants responsible lor 
the design the construction 1 irm or dcp.irtment, each wanting 
to safeguard itself against possible accidents later on While 
even these checks fail sometimes and of course they often 
delay processes, they do overall contribute to better design, 
construction and safety standards 
In the BARC with its closed loop functioning and obviously 
insullicienl checks and restraints even conventional 
procedures and practices are apparently often disregarded 
and dispensed with This is not the first such accident’ to 
have taken place in the BARC and ns allied departments, 
including the power projects There have been serious 
occurrences at the high prolile experimental 100 MW 
Dhruva reactor and at Cirus once the pride of the 
establishment An even more serious lapse, though it did not 
involve radiation exposure, was the collapse of the reactor 
dome under constiuction at the Kaiga power project, which 
has been established as having occurred because of changes 
carried out at the construction stage without due approval 
from the technical design gioup It has time and again been 
pointed out that even run of thc-mill safety lapses al 
establishments handling radioactive material and processes 
must be considered dangerous because of thcircxtraordmary 
potential to cause long term damage And yet it would 
appear that the quality control and safety measures at the 
atomic energy establishments are far below chemical 
industry standards 

Finally, the fact that the establishment found it unnecessary 
to let people know is a gross violation of the right to know 
If today the atomic energy establishment is finding itself the 
object of people’s ire it is a consequence ol its consistent 
habit of disregarding and disrespecting people Miscducaiion 
occurs with lack of information and for that the establishment 
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has lo be faulted At no point in iti history 
has tliL ilepiUtineni taken people, whether 
villapcis ti ihi sites of its ptojccts or the 
trilii li intoinicd puhlit mio lontulcnie ft 
Ins oiplUUibid il iiiudsinLanoiiishthirul 
iIk tloik ol siiKcs bi slowed on it by the 
obiioMoiis \loinn liuiev Ael ind has 
I ve'lid in tin. ['owii it paiiii d by its 

I \i[ loidin <iy polilK il a nil Kpinnin^ in 
III hill H'l ib'i 1 1 1 I I Ilk ss thi ptai tices 
ol ihi tst ibhslinnni lie open to public 
siiiilinv nd iiidit ikIi iisidents will 
loiiiiiiiii. looiiiii spi lime I'lasc potential 

II fs lilt ilso noiiiious w isli olrtsourcis 
II ilI iossiikIIiv-K III V \iidsuili iiiopcnmp 
npuillhi impossible mill ss liidi.i siiinlcai 
iMib no IS loi wliii II till pc iLctiil atomic 

II liisirs piiHidcs uinei in opened up (or 
di b III 1 III i|uestionini' Nuclear power the 
odii r II I on In'- inollsi oddlme tin atoniie 

III I \ t si ihlislinieiil Is tod i\ an mild ited 
I le I s\i t\w he re loo espciisivi because ol 
till i oinpit \ s III ly me isiires which have to 

be I iki II 

IINWt l\l S'iSIfM 

Dangerous Disarray 

1(11 lmiiiei.il svstem in the eounlrv is in 
1 silk ol III \ Il his leised even it 
It iiiporiiilv ID sene the piimary purpose 
It IS espccled to St rve that is to provide 
eiiilil in the iipht amounts lor the neht 
(Hiiposes It re isonable cost Ihcrooteause 
ol this I iilure IS to be (ound in the 
iiiiKijuiev lit elomcstie savinj; I he 
I II nil I il. vslelii IS not eiitin Iv to bl ime 
bi tills il’i It IS ihi bioidcr economic 
polii V liinieWOlk III It eonseioiislv 
I 111 mil lees eonspk nous consumption 
Inn iiiiiih till lin’d put ol the 
t \pl in moil tortile low overall s ivmp is to 
bl loiinil III the liui dissivirii.’ by the 
e’oviiniiii lit llioujth the low saviiif ol the 
piiv iteeoipol Itesecloi isvvell isot public 
i oipor ilioiis IS ilsotespeiiisibli Howcvir 
the low sivm)> ol the public and private 
loipoiiii seeiois is due to the si/eable 
siibviiilions subsidies ind other t xplieit 
mil implicit traiisifis which promote 
evil IV mint lilt styles iinonp rich and 
iipp t middle class households II 
lu iilicLss there his oeeurnd some 
inipioveniciit in household sav mg m both 
plivsie d ind linaiieial assets it has been 
In e nise the public linaiieial system has 
pio iiled not only high leturns in real 
leinisbiit ilso in environment of stability 
ind risklessiit ss The notion ol financial 
lepti ssion makes little sense in the Indian 
lontivt I he irsiitutional build up m the 
(ill uieialseetoi had a social purpose Banks 
iiid linaiieial institutions mobilised savings 
Iroiii the far eoitiers ol the country and 
helped I ipital (ormalion by households in 
agtie’ilruic and industry 


This socially-oriented financiid system is 
being replaced by one which promotes 
tinancial activities for their own sake Retail 
banking has begun to receive step-motherly 
treatment it the hands ol public sector 
hanks md tmincial institutions not to 
mciiiion the lorcign banks and the newly 
created priv ite hanks flic share ol the 
prioiUv si elms in total hank advanti's has 
elwindltd rapidlv ('ommeriial banks have 
begun to In it riir.'l lending with disdain 
When wh it IS most needed arc clloits to 
lebuildorti siiueturerui ilcreditmstiiutions 
wliil IS heme Ktivciy promoted is high 
stieet b iiikme with the locus on wholesale 
ti ms Kiiuiis I liesc new msiitutions hivi 
spawned ii iilmreol tin inei il wi.eelmg.md 
dealmgn mmisecntolllieseiunliessiand tl 
leaving the piihlie seeloi banks and the li w 
well nieaning private bulks little choice 
but to fill in line The iceciit ease ol MS 
Shoes m wliu li live ii itionalised bulks 
sanctioned bridge loans worth Rs lOOctoic 
mcl the lOBI alone granted a bridge lo in ol 
Rs SO erorc is i typical one I he comp iiiy 
i1<() used the ueommodalion hills route to 
mobilise' Rs SO crore or so threuigli non 
banking Imiiieial companies II there was 
ever a possibility ol cleansing the Im incial 
system alter the Harshad Mehta capers the 
unbridled competition in the system 
iniroeluccd by the new private banks with 
large inter locking airangcments with the 
public linaneial institutions (and with 
mdustnal houses, domestic and toieien) 
liasellee lively scotched it I he private banks 
have been publicising then impressive 
prolits 111 the Inst yc.u ol their operations 
outdoing even traditional moneylcndeis 
Typically lor in equity c ipital of Rs ItX) 
crore or a little more their prolits in the lust 
vcai have been Rs XO crore plus Many ol 
them Oder 15 to IS “S pci cent inlcicst on 
Cl ililiealesiildeposittC'D) willianclleetive 
cost ol IS to 1') per cent il they pav the 
stipulated stamp duty (I hey do not do so 
alwiiys a public sector bank is reported to 
have nonchalantly evaded payment ol 
St impdiiiv on an issue ol CD worih Rs400 
c tore ind CD aic being quite openly traded 
111 the market ) Be that as it niav such high 
cost money ts typically lent al rates of 
interest of 22 25 per cent to non hanking 
finance companies which in turn lend the 
lunds to be deployed in the share and real 
estate markets Operations of firms like 
I loyds Steel, Vicleocon and I ssar Oil 
represent only the tip of the iceberg The 
modus ofxmndi is the same, namely, 
accutnmodatioii or fictitious bills and 
bridge loans despite their being explicitly 
banned At a finance ministry meeting 
recently an RBI official is reported to 
have admitted to two commercial banks 
trading in the secondary capital market in 
gross violation of central banking 
directives 


Institutions like the UTI knd 
mutual funds, which have been created with 
the explicit purpose of encouraging 
households to save in the form of share 
market instruments, have actually benehted 
the corporate sector to a greater extent The 
outstanding example is that ol the UTI’s 
Unit 64 sc heme Despite repeated assurances 
that coiporaic bodies would be discouraged 
Ironi investing in the units only 55 7 per 
cent ol the sale of units in 1994 95 (July 
June) was to individuals, against 69 5 per 
cent 111 each of the previous two years, on 
the other hand, corporate bodies accounted 
lor 64 5 pci cent ol total sales ol units in 
1994 95 against 20 per cent in Ciicli ol the 
two picvioiis yeais Ovc^iall ol the 
c'utslandiiig Imit 64 capital as much as 5g 9 
pci cent was held hy i orporale bodies at the 
end ol June this ycai What the UTI takes 
Ironi Ihc corpoiate bodies is given back to 
llicm m Ihc lorni ol secured and unsecured 
loans .ipart Iroiti investments m debentures 
and equity capital leim loans unsecured 
lixed deposits and bridge imance provided 
by U n to the corpoiate sector aggregated 
Rs / 794 c rore at the end ol June 1994 The 
tccenl Uri I IC and Gl( purchases ol 
Reliance shares to the extent ol nearly 
Rs 945 crore al a premium ol Rs 8 pet share 
above the then prevailing market pnee would 
not have oc urred but lor these types ol 
Intel locked tiansaclions (fhe Reliance 
share is now quoted at Rs 265 or Rs 126 
below the price forked out by the UT I and 
the other msiitulioiis ) 

I he eailiet policy ol the term lending 
iiisiiiutions playing a decisive role in 
industrial development with the IDBI 
lunclionmg as the apex mslitulion lo evolve 
policies, set piioriiies and undertake tasks 
ol co-ordinalion has been given the go by 
I he attempt to dilute the government’s 
equity holding and lo inlusc private capital 
into the IDBI to ihe tunc ol Rs 2 184 crore 
IS a typical example of the distorted values 
being promoted in the tinancial system The 
ovcr-subscnption ol the IDBI's equity issue 
IS reported to have come entirely from 
corporate bodies which have borrowing 
arrangements with the term-lending insti¬ 
tution Die RBI loo supported the IDBI 
issue in many ways (a) it waived the 5 per 
cent of incremental deposits limit lor 
investment in shares ol financial institutions 
and (b) It allowed primary co-operative 
banks and district co-operative banks to 
invest in Ihe shares ol financial institutions 
Private provident funds and other trusts 
were also allowed to invest in Ihc shares It 
IS not surprising that before the issue is 
allotted, the pnvatc companies which bailed 
out the mega issue have begun offloading 
the shares in the grey market at adiscountol 
Rs 7 to Rs 9 against the offer price ol Rs 130 
in-breeding, inter-locking and calling ip 
of favours have become normal features ol 
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the iktfan Hiuthciat syst<m, with each 
iineol the major fiiiancial tn$tituti<)ns (UTl. 
ICICI, HDFC and now IDBI) sporting a 
commercial bank ot its own Given this 
situation, the scope tor the failure ot a 
single leg ot multi-cornercd transactions ot 
hanks and tinancialinstiiuiions, particularly 
capital market and ical estate deals, 
producing system-wide repercussions is 
vastly enhanced, creating dangerous 
possibilities 

A major source of the tinancial sector 
inlirmitics is also the sicadtast pursuit ot a 
crude monetarist policy by the monetary 
.authorities .Sizeable disiniermedi.Uion is 
taking pl.ice m the tinancial system with 
large amounts ol luiuls being mobilised and 
disbursed by the investment institutions, 
including private mutual tunds and non 
banking linancial companies In this 
situation, monel.iry polic> impulses sent 
out through indirect instruments such .is 
interest rates .ind open market operations 
generally get blurred In the context ot the 
diV ersi I u ation ol the I in.tncial markets, ev en 
III the devi lopcd countries considciablc 
.mention is now being paid to the direct 
etiecis ol monetary policy not only on 
puces bill .list) on output and employment 
these ellecis .iic visii.iliscd in the torm ol 
ciedit ch.innels’ lor monetary policy It is 
being incieasingly .icicpted thiit monetary 
policy .u lions .illect the economy not only 
through their ellect on the liability side ol 
banks balance sheets that is !>> allecting 
the quantity ol money, but also thiough 
their diicct ellect on bank lending And 
when It tomes to bank lending, not only its 
size but .ilso Its distiihiition matter 

The current Irameworkol monct.u> policy 
has stimulated expectations ol usurious i.ites 
ol interest on banks' .issets thus leop.iidising 
growth It h.is also cnsuied that the interest 
burden on the government is so heavy that 
there will be no end to the tiscal t risis 1 he 
RBI's steadliist relusal to locus on credit as 
a policy target and to render sector specilic 
retin.ince and rediscount l.icilities lor such 
areas as .igriculturc, small scale industiies 
and other small borroweis - a policy which 
the south-east Asian countries sue h as .South 
Korea pursued with great success has 
deprived monetary policy ol the ability to 
play an elfectivc role in piomotmg 
geirgraphically .ind sectorally diveisilied 
industrial development 

POLITICS 

Glossing over the Past 

A < Of respondent writes 

THE CPI(M) .md the CPI have started a 
slanging match over the Emergency of 1975 
The CPI(M) general secretary, Harkishan 
Singh Surjeet, has launched a blistcnng 


attack in the patty journal role 

as a collaborator during the Ernergency - a 
role which the CPI cannot hope to live 
down The veteran CPI leader, Chaturanan 
Mishra, has retalidied with apress statement, 
accusing Surjeet and his party comrades ol 
having defended China during the Smo- 
Indian w.u" 

While Mishra admits latcrin his statement 
that both the CPI .and the CPl(M) have 
committed mistakes in the past and re.isscrts 
the need tor the unity ol communists and 
lelt lorccs in India, without which they can 
never “get nd ol trailing behind this oi that 
bourgeois combination he is rather lurtive 
m his attempts to gloss over his party’s role 
during the Emergency Replying to Surject’s 
accusation, Mishia s.iys that the 1978 
Rhalinda congress of the CPI hiid already 
admitted th.il the p.iriy had committed 
several mistakes b\ supporting the 
Emergency and hence ilierc was no need to 
rake up the past He also claims that during 
the latter phase ot the f mergency his party 
had fought its excesses and incurred .S.injay 
(landhi’s wrath 

But the Bh.itinda congress h<id been a 
hall-hearted attempt to analyse the basic 
political siiatcgy ol the party that had led 
to the mistakes and ,i hurried opportunist 
efioil to get back on the bandwagon ol the 
lei list mainstream in ihe posi-Emergency 
peiiod The Bhatiiicl.i congress attributed 
the paity’s support to IndiraGandhi during 
the Hmcrgcni y to its eiioneous assumption 
that a split htui taken place between the 
anti impellalisi dcmociaiic sections ol 
the bourgeoisie (obviously represciiiecl by 
Indira (iandtii) and the rcaclionaiy 
sections, and to its tailure to light against 
the anil people internal policies of the 
Indiia government while supporting its 
"anti-impcrialist louign policy' and its 
' piogrcssive Inteln.il measures' But hcie 
again the BhaiiiKl,i congress h.id landed 
in a contradiction when it acknowledged 
that since 1974 the Congress governmeiil 
had been in.xking toiuessions alici 
tirncessions to the World Bank" So wheic 
was the anii impeiialist loieign policv 
which the CPI souelu to discover in Indiia 
Gandhi’s regime' What again weie the 
■progressive internal me.isiiics’' Forcible 
sterilisations, demolition ol slums press 
censorship, suppression ol workers 
movements’ The Bhatind.i congress had 
tailed to define wh.it il regarded as 
■progressive inlern.il measures’ during Ihe 
Emergency 

Further, the Bhatinda congress h.id 
reluscd to come out clearly against the 
imposition ol the Fmcrgency In l.icl, it 
repeated the same rhetoric to describe Ihe 
anti-Indira opposition that had cmcigcd on 
the eve ot the Emcigency - ‘extieinc 
reaction in the name ol total revolution 
under IP’s leadership" This theory became 
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th6 basis for the CPFs support for the 
imposition of the Emergency, for convening 
an ‘anti-fascist’ conference; in Patna and lor 
denouncing as fascists those who were 
Fighting against the authoiii.'inan regime 
The impression gathered from the Bhatinda 
congress deliberations was that while the 
CPI had no objection to the imposition of 
the Emergency fin order to suppress wh.it 
the party regarded as ‘extreme re.iction 
with which It idcnliricd the IP movement, 
as It still coniimied to do in 1978 dining the 
congress). It w.is dis.ippointed by the evil 
effects ol the Emergency on the life ol the 
people’ 

In any c.ise Ch.ituranan Mishra s cl.iim 
ol his party having loiight the Emergency 
excesses needs to be taken with a libeial 
dose ol salt In the absent e ol anv com letc 
evidence o( such resistance, we have to icly 
on the statements made by party Icadeis m 
those days Even .is late as Mav 1976 by 
which time Ihe lallacy of fighting nghtisi 
forces under the cover ol Ihe hmeigcncy 
must have become i lear to CPI le.iders and 
activisis, the party journ.il l‘iuts life, 
described Indiia (iaiulhi’s 20 pomi 
programme as the dcnioci.ilic tomitei 
ollensive ag.imsi ihc iliabolic.il plans ol 
intern il le.iction .mil inipciialism at whit li 
the f mergent viimltiiihtcdlv struck.theavv 
bitiw 

It IS about time that the CPI m.itle at lean 
bieasl t)( till hluntliis it his commuieti 
Irom (he lOhOs tmw.irtls when ii beg.m iis 
close collaboration with Ihe f ongiess, 
leading to the complete capitiiliimn 
during the I ineigencv I Ins is issenti.il 
lot making a clean bie.ik Irom that 
tihnoxious past it iliai is wh.ii the parly 
really wants it> do 

Nl'CI EAR II SIS 

Mockery of NPT 

WHIEf inc tall in sales of fn nch wine in 
Aiisii.ili.i mav not he ot . onseqiient e 
outside Ir.intc it is nesertheicss an 
indication nl Ihc susuincil protest that the 
Erench tiei ision tt» resume nuclcai lesttni' 
in the South f’.it ilic has gener.ited Prtitcsi 
has been building up osei the last couple 
ol iTitinths aliei president j.icqucs CIm.ti 
anntninced levcrsing the e.iilier ptiliiv ol 
Eiancois Mitli rrand a prtiei.immcol t mht 
tests almtist on the heels til the signing ol 
the rt new al ol the nut le.tr non proli (er.iinm 
tio.ily m June Aettirding to 1 lench 
spokespersons, the ctiuntry s prtigr.immt 
ol dcveltiping .m indcpeiideni deieireiii 
belorc a univeis.il nuclear weapons ban 
comes into loitc would mil be complete 
without these tests I he point however is 
that even lot this purpost I i.mtc could 
well have opiecl tor computet smuil.ilion, 
which It did not 
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The French decision has also laterally 
lent support to China’s decision to resume 
nuclear testing, lor whu h the country was 
facing considerable flak Irom Japan Japan 
has now used unusiialiv harsh woids to 
condemn the I lench dec ision, calling it “a 
betrayal of then list ot non iiiiclcai states’ 

'I Ins indeed is at thei oie ot the anger over 
the French action not only in Australia 
and New /c‘alancl but ilso in the island 
nations ot the South Pacihe which will be 
the most altccted by the tests The fears ol 
these island nations are not unreasonable 
given that aci unuilatc'd data on the long 
leim eflects ol mu lear tests have recently 
become iv nlablc Piotesis around the 
Muriiroa test site and anti-French 
( ampaigns in the 1 rench Pacific teriitoiies 
have also led to the c illing ol a South 
Paiilic liacle union meeting, including 
representatives ol m ijoi unions from 
Australia ancl'New Zealand later this 
month in Ausitalia Sue ha coming together 
lot the first lime shows that opposition to 
these' teas has mounted not ainiinished. 
during the time that the 1 lem h held oil 
testing this h.i' in tiiin prompted the 
French Socialist I\irty to join the 
commiipists and the I’leens in tndoising 
the opposition to the tests 

Ironic ally none ol this is likel) to have 
much ctfc'cl on the F tench govern nent 
becaii.e is ol now iheie are lew salegu.ucis 
which prcvc'ni or even regulate testing ot 
weapons ot systems This was in fact a 
Stic king point in the debate dm mg the lev ic w 
meetings which led to the signing ol the 
NFM 1 he entire discussion during that lime 
was tocused on whether or not the treaty 
should be given pcrnnuicncy oi wliothci it 
should be renewed loi a short pciiod and 
left open lor rev lew again I he lad that the 
vailous other agreements whic h would have 
made the ticaty mote meamngltil sue h as 
the test ban treaty or the one agatnst ibe 
production of tissue matenal tor weapons 
had been in liniho lot long petiods was 
drlibcr.ilelv kept out ol the discussion 
liileic stinglv the I'S which in the coirse ol 
the debate s ha J sought to assure non nuc lear 
nations that these and other saleguarcis won Id 
be sec Hied has been widely lepoited to be 
considering a resumption ol undergroimtl 
lesling ot low yield weapons lot 
experimental putposes China too carried 
out one lest last month, bringing its total to 
42 since l%4 

The resumption ol testing makes a 
mockery ot the NPP and all the tears 
expressed by the non-nuclear nations that 
the treaty will simply m.ake the iiuclcai c lub 
even more exc lusiv e have been borne out A 
lurther point which adds to the anxiety ol 
the non-nuclear nations is that the 
International Atomic Energy Agency which 
mote than six months back had proposed 
mote stringent monitoring measures appears 


now tobe baektracldag, wi A little movement 
in that direction since the NPT was signed 
If the global nuclear situation is not to slide 
back to what it was in the IQfiOs, there must 
he concerted efforts, especially by South 
Asian nations, to strengthen non 
prtiliteration, even it this be m terms ol 
regional .igreemcnis 

MAHARASin RA 

Cosmetic Decisions 

A ionespondent wittes 

1 HF', Shiv Sena BJP government is not 
strictly speaking the lirsi non C’ongicss 
goveinmeni in Maharashtra It is 
nevertheless llu In si one without aCongrcs, 
llavour Howevii not only has the SS BII’ 
tombiiic conili'tlably suivised its liisi 
assembly session it has shown that n tan 
play the game ol defections with as much 
cynical finesse is the Congiess Fariy 
Stalling willioLil a t lear majority, the 
goveinmeni now (.ices the budget session 
ol the stale assembly with a l.irge enom’h 
m,i|orilv 

By and laigi m the past the Congrcts has 
lared poorly in urban Mahaiashtia, with the 
result that even though M,iharashira is tlu 
most uibanised state in India, the slate s 
c itics have been poorly icprcsciUed m the 
ministries in ihe past This anomaly h is 
been rcclilicd m the present ministry wrh 
all the m.ijorcitics having fair represent.iiion 
An urban lilt in ihe slate ministry was 
peih ips coming anyway llowevci ui the 
past loin months the urban tilt has haidly 
made a dillcieuic True the SS BJP 
ministry announced changes in the names 
ol Bombay and Aurangab.id and .iinone ,i 
sccticni ol Its supporters this has been hailed 
as .m .ithievciiu lit The goveinmeni has 
also.imiounccdabaiioncow slaughlet tnd 
made known its intention to ban state 
lolteries and matka gambling Starling ol 
hundreds of /unka-bhakar’ centres to 
supply c lie ap null itious food was an elec tioii 
conimilmcni ol the combine and the first 
such centre was started with lanlatc on 
May 1 which is Maharashtra I^.iy m Ihe 
slate Howevci, none of the 20-odd centres 
statlcd so lar aic working satisfactoiily 
Ihe decision ol the government to keep 
prices ol live basic necessities sold through 
the public disinhuiion system unchanged 
lor the next five ycais is rendered virtually 
imaiungless in piictiee because the PDS 
shops arc chionic.dly shoii of supplies 
TItus two decisions ol Ihe government whic li 
could leally beiielit the ptHir arc likely to be 
rcrderi'd melicctive m piacticc 
ll IS now an accepted practice lor a new 
chicl minister to case out from strategic 
perches civil servants known to have been 
close to the previous regime For smooth 


functioning of the ministry, this is often 
necessary Sudhakar Naik had shifted 
several officials when he took over the chief 
ministership from Pawar, who in turn 
brought many ol them back when he returned 
to stale politics The Joshi ministry has also 
(lanslcrred many officials, including the 
c hiet of the .State Electricity Board, revenue 
ollic i.ds in Pawar s home district and many 
police olticials III Bombay and other cities 
W hat IS nolabic is that the new government 
has taken no such action against a number 
ol olticials who ate known not to have a 
clean image 

The CO operative sugar mills in 
Mah.iraslilia iiowmmiberiiigovci lOO.havc 
loim to dominate the political,and social 
.iciiviiics ot an ll Maharashtra Those w'ho 
control a siig.ti mill arc able to dominate all 
ispi I's ol rural hie in the p.irtiuilai .irea 
Mosiol tiu'sc nil I Is hiivc become monopolies 
ol a lew (amilies anti because of llieii 
pioxiimlv to Congress ailing tiiclcs gross 
iirc'giilaaiies and abuse ot power on then 
pail have been ovtilooked riie new 
government has come down on many ol 
these managements Administrators have 
been appointed loi a dozen sugar mills and 
mote may be in ll'e oiling Neithei the Shiv 
Sena nor the BJP has mmh ot apicsciicc m 
I lie sugar lobby and coniet|uenlly in the 
csi iblishcci p-'wci structure tn rural 
M.ihaijshlia ( learly ihe action agamsi 
c riant suear c o opi raiivcs, though overdue 
IS an allempi to gam a looihold in the sugar 
CO opci.ilive se< lot 

W.iui slioiiage has been a chronic 
phenomenon m Mahar.ishlr.i m the summer 
moil l.s lor ycais Plus year has been no 
dificrem .iiid lup allempi has been made lo 
resolve Ihe problem Siniilailv other than 
.idding anollici S to 10 per cent scats in 
every class m schools and colleges there 
has been no el fort (o,.ope with the demand 
lor expansion ol educational laciliiies A 
puiposetui govciiiincnt with clear ideas 
and a well di lined set ol priorities can 
achieve a great deal even in lour months 
What IS seen in Mahaiashlra is, however, 
the sameW/wt ism and the same reluctance 
to break out ol bureaucratic sloth as 
exhibited by the earlier ('ongress 
inimstrics The new SS-BJP government 
does not give the impression ol a 
government wanting to change things, but 
only ol a government with a new set of 
tuncliunarics wanting a piece ol the action 
lor themselves Its credentials arc soon 
going to be severely tested in respect of 
the Enron project While the" <ta'te 
government is procrastinating over the 
issue, work on the project continues at a 
brisk pace Obviously, I6r the BJP part of 
the coalition at least, the question is 
whether to succumb to the short-teim 
temptations ol being in olficc at the cost of 
the parly’s long-term credibility 
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:OMPANtES 

Iiafa iron and steel company 

Tack to Steel 

11 HE year 1994-95 was a rewarding one for 
ila Steel The total income of the company 
j;rew by 22 per tent to Rs 4,627 crore, 
operating profit by 45 per cent to Rs 762 
trore and profit after lax at Rs 281 crore was 
i!ic highest ever achieved Interest and 
depreciation charges rose by 28 pci tent and 
40 percent, respectively, this being attributed 
to the fact that during the yeai additional 
fixed assets of Rs 1,186 trore became 

I operational Icadingtoan increase indeprccia- 
tion provision and reduction in interest 
capitalised 

I he company letordcd the highest ever 
I physical sales ol 2 221 million tonnes in 
11994 95 up Irom 2 014 million tonnes in 
1991 94 lisco’s domestic market share has 
improved from 11 to 15 per cent and, 
according to Katan Tata, chairman the 
(oinpany will endeavour to remain a leading 
lorte in India s industry in the coming 
decades Withthcopeningupol theeconomy, 
industries being taken out of ngid control 
and impoit duties being lediited there has 
been a proliferation of pig iron and steel 
projects in the last two oi three years The 
mood in the construction, engineering goods 
and manufactuiing scctoi has been buoyant 
and, steel being an important input in these 
indiistncs, demand for steel and steel related 
pioducts has grown by 9 5 per cent Tisco 
has been able to capture 10 per tent ol this 
expanded market 

Keeping this in mind exports were 
strategically reduced to cater to the buoyant 
domestic market Exports dropped 
significantly by 27 percent in 1994 95 over 
the pievious year Export earnings went down 
by 24 per cent an important reason being 
the fall in exports ol chrome ore and ferro 
chrome due to difficulties experienced by the 
company in the movement of raw materials 
Also China, an important market importing 
over 15 million tonnes of steel, could not 
maintain its imports because of foreign 
exchange difficulties 
On the domestic front Tisco has made 
significant progress by incorporating three 
new technologies in its steel-making in order 
to retain its competitive edge In 1994-95 the 
company has been able to fully substitute 
dolomite with cheaper dunite for making 
sinter The use of dunite sinter has twin 
advantages It reduces costs and increases 
blast furnace productivity by around 4 5 per 
cent Besides, Tisco can source the entire 
dunite from its captive mine at Dexiakanya 
in Karnataka which has a total recoverable 
deposit of approximately 11 7 million tonnes 
Substantial cost savings to the tune of Rs 100 
crore seem to have accrued to the company 
■<as a result of this substitution 

The company had started the coal injection 
process in 1991 using the Kleckner 


Stabetechnik technique from Germany Last 
year the company was able to extend this 
technique to two more blast furnaces Coal 
injection brings down cost of hot metal by 
10 per cent compared to coke operations, 
thereby cutting down on coking coal 
requirements This would also help to check 
the high expenditure incurred on importing 
coking coal from Australia fisco is the first 
steel plant in India to exploit this technology 
The company also made a breakthrough by 
completely substituting magnesite carbon 
bncks with dolomite bneks 

The company has many projects on the 
anvil Tata Korf Engineenng Services, a 
subsidiary of Tata Steel, which supplies 
technology formini blast furnaces bas^ iron 
and steel plants has signed a collaboration 
agreement with Switzerland sMaerzOfenbau 
for design, engineenng and supply of parallel 
flow regenerative twin shaft kilns for 
calcination of limestone and dolomite Tisco 
plans to set up a fully integrated stainless 
steel plant in Onssa which will use Tisco’s 
own ferro chrome from its Sukhinda mines 
Expansion plans include Tata Steel’s 
automation division The division will see 
major expansion of operations in the area of 
in house automation and commercial 
exploitation outside of products developed 
by It The division which has contributed 
around Rs 110 rrore is poised for further 
growth 

Tisco IS all set to embark on its fourth 
phase ol modernisation This phase aims at 
doubling the capacity of the hot strip mill 
which was i ommissioned dunng the latter 
half of 1993-94, from the present 1 million 
tonnes to 2 million tonnes A new bar and 
rod mill IS also on the cards The third phase 
which stands completed has increased the 
saleable steel capacity from 2 I million tonnes 
to 2 7 million tonnes Modernisation has led 
to a practical rebuilding of the entire plant 
This would not only convert the plant into 
a brand new one but also enhance its finished 
steel capacity by around 10 per cent J 1 Irani, 
managing director, has indicated that there 
would be a phasing out of plants in such a 
manner that by 1988 the age of all the plants 
would be less than 15 years The company 
has decided to utilise its Rs 742 crore issue 
to partly finance this modernisation 
programme 

In what seems a reversal of past policies, 
Tisco from now on proposes to concentrate 
solely on manufactunng and marketing of 
stee* and steel-related products To quote 
Raian Tata, “the company took over various 
sick enterprises, some for questionable 
reasons, entered related businesses where its 
market presence was insignificant, invested 
in mineral mining enterprises with a view 
to becoming a global mineral trader and went 
extensively into international trading in a 
variety of unrelated goods and commodities 
where the company’s financial strength and 
liquidity werdvsed to someadvantage While 


EPIVResearch Foundation 

these decisions may have had their validity 
at one point in tune, the need in today’s 
highly competitive market is to re focus on 
the company s main business 

The last union budget affected a reduction 
of import duty from 40 per cent to 10 per 
cent while the ext ise duty structure was kept 
at 15 per cent Small steel plants have 
reportedly closed down citing the adverse 
excise regime this is likely to benefit a giant 
like Tisco The proposed 7 per cent hike in 
freight charges for coal and other mineials 
used as basic raw materials is likely to lead 
to an increase in the a vei age cost of pnxiuction 
of steel by around 10 per cent in v due teims 
Irani had hinted that this might lead to an 
increase in the prices of steel and, with effect 
from Apnl 11 this year Tisco has hiked its 
pncebyRsl OfXlpertonne Considering that 
Tisco has Its production bise located near 
the mines, the justification lor the increase 
may be open to question 

LARSEN & TOUBRO 

Focus on Customer Service 

An engineering .ind construction company 
with assets worth Rs 4 117 c rore and one of 
India’s corporate giants, L<ifsen & loubro 
(L & T) was incoipoiated in 1946 to 
manufacture engineering items relating to 
civil electrical chemical and agiicultural 
engineering and contract work involving 
exports and imports The company has once 
again posted excellent performance for the 
year ended March 1995 A big boost of over 
19 percent in sales which rose from Rs 2 561 
crore in 1993 94 to Rs 1054 crore in 1994 
95 was provided by the buoyancy in the 
cement industry in general and in particular 
bythecommissioningofthcl 75mtpaHimn 
cement plant in Madhya Rradesh which went 
on full stream in March 1994 

Inc ome from opc-rations not connected with 
manufacturing fell by around 10 per cent, 
but total income accruing to the company 
increased by over 20 per cent in the penod 
under review Operating profits went up by 
28 4 per cent while net profits were up by 
41 8 per cent from Rs 195 64 croie to 
Rs 277 36 crore 

Equally impressive performance was 
recorded by I & F’s subsidiary and associate 
companies with sales and other income show¬ 
ing considerable improvement over the pre 
viousyear L&T-McNeil,Audcolndia.EWAC 
Alloys, Tractor Engineers. L & 1 Niro and 
L & T-Chiyoda posted satisfactory results 

Not the same can be said for exports which 
went down by 16 per cent But there was 
a silver lining in the form of increase in 
export earnings from construction and related 
activities which went up from Rs 73 crore 
to Rs 165 crore Imports of capital goods, 
components and spare parts came down 
substantially as a result of indi venisation and 
research and development 


Economic and Political Weelcl;^ July 8, 1995 



titt WMk*« CMnpanle* 

(fti lam 


TISCO Liirs«n& Premier Auio 

_ 


Tuubro 

_IClKlric_ 

March March March March 

Maah 

Manh 

1995 1994 1995 1994 

ms 



Incunic/appriipnalioiis 

1 Nets lies 

418664 

55(8)58 

505142 

256145 

8S85 

7561 

1 Value ol piodticlion 

416929 

546084 

508074 

254427 

9508 

74(8) 

1 Othci liicoiiic 

2044 

5167 

5908 

4577 

647 

298 

4 InUtl tnumu 

418971 

549251 

511982 

258804 

9955 

7698 

S Raw III. 1 ICII ils/siorcs 

and spares consiiincd 

85857 

69557 

95559 

92592 

7718 

6061 

6 Othu iiunufactunnc 

expenses 

66042 

66447 

97907 

70799 

5 

s 

7 Kciniincialion lo 

employees 

6791:- 

59016 

27571 

22748 

546 

114 

K Other i xpenses 

I2095D 

99455 

46026 

57680 

658 

157 

‘) Opfrnfuii* prttfit 

7821 1 

54998 

44916 

54985 

1250 

859 

10 Inicrv si 

255(«l 

19928 

47/8 

5890 

252 

1 t8 

II (irim pio/il 

52951) 

55854 

42677 

50888 

1055 

705 

12 IVpicci moil 

2479 5 

17770 

9991 

7509 

524 

151 

n Profit ht fore lu\ 

2811 2 

18084 

12616 

25164 

711 

17 ■> 

14 Fix provision 

) 

0 

49(8) 

56(8) 

108 

127 

15 rio/tldtlti liix 

28112 

18084 

27756 

19564 

601 

445 

16 Dividends 

II8:’4 

9655 

10956 

8529 

19(1 

111 

17 Kclaincd prolil 

162118 

8429 

168(8) 

11055 

41 1 


1 lahilitics/asscts 

18 F'aid up capital 

575 17 

55521 

22880 

21148 

586 

511 

|9 Kesciscs and surplus 

2551 17 

2I89S5 

188910 

152449 

2421 

1 162 

20 1 ong Icriii lo ins 

5197 16 

521495 

11816 

29476 

1677 

1 1 19 

21 Shoit Icrill loans 

16 178 

21 166 

14(8)6 

19788 

0 

200 

22 Ol which b,ink 

honowings 

16 178 

21160 

119(8) 

19750 

771 

519 

2^ Gloss lixcd assets 

696 >89 

645991 

245105 

195405 

2451 

1755 

24 Accuniulalcd 

depre’e lalion 

17494I 

151585 

68104 

57559 

525 

27'> 

25 Inventories 

88088 

84879 

92177 

74758 

1516 

910 

26 lotii Jssots/lubilKtcs 

781155 

754215 

411672 

511548 

6179 

tIS’ 

Miscellaneous items 

27 bxcisc duty 

44077 

29059 

20507 

16855 

70 

168 

28 Gross value added 

IS454I 

122018 

81(8)8 

62456 

1651 

114/ 

29 Total foreign exchange 

income 

'V4554 

71974 

9597 

16554 

7 

15 

50 Totalluroignexchanecoutgo 

12558 

8158 

51455 

58952 

125 

20 

Key financial and pcrforinance raitius 






51 Furnover ratio 

(sales to total assets) (SF) 

55 6 

47 7 

74 2 

82 5 

145 8 

161 2 

52 Salcstolotalnetasscis ('4) 

66 6 

58 8 

no 0 

126 5 

189 7 

■>44 4 

5 5 Gross value added lo 

gross lixcd assets (5f) 

22 2 

189 

55 0 

52 5 

67 5 

65 1 

54 Return on invcsinieni 
(gloss proFil 

(0 (otal asscis)i%) 

68 

4 9 

104 

99 

16 8 

157 

55 Gross profit lo sales 

(gross niargin) (%) 

126 

102 

140 

12 t 

II 6 

96 

56 Operatingprifitlosales (%) 

187 

15 7 

147 

157 

14 1 

11 7 

57 Profitbelortaxiosalcs(%) 

67 

S 2 

10 7 

90 

8 0 

7 8 

18 Fax proviuon to profit 

before lai (9t) 

00 

0 0 

15 0 

155 

15 2 


59 Prolitafitrtaxionetworth 

(return cn equity) (%) 

10 1 

72 

15 1 

127 

20 1 

26 6 

40 ()tvidcnd ) 

55 00 

50 00 

50 00 

40 00 

55(8) 

10 (8) 

41 baming per sharc (Rs) 

7 51 

S 59 

12 12 

9 25 

10 29 

871 

12 Bookvaluepershare (Rs) 

75 0 

75 5 

92 6 

69 6 

51 5 

52 7 

45 P/Hratia(basedonlatestand 
corresponding 

lau year s piice) 

0 0 

56 8 

21 2 

52 4 

9 5 

II 5 

44 Debt equity ratio (adjusted fo r 

revaluation) ('4) 

124 7 

127 5 

15 0 

19 2 

55 8 

68 1 

45 Short term bank borrowings 

10 inventories (%) 

186 

25 2 

56 8 

26 4 

58 7 

59 2 

46 Sundry creditors to 

sundry debtors (91) 

1200 

159 2 

116 1 

86 7 

69 6 

65 4 

47 Total remuneration 

III employees 

to gross value added (9() 

44 0 

48 4 

54 0 

564 

21 0 

27 4 

48 Total rcmuncTaiion 

10 eniplovccv 

lo value ol pioduction (‘X ) 

16 5 

17 1 

90 

89 

57 

4 2 

49 Giovs fixed asscis 

formation (91) 

8 1 

179 

26 8 

28 5 

59 8 

125 1 

50 Growth in invcntones (91) 

5 78 

1591 

25 55 

913 

44 62 

■ ' .. 

65| 


tbefAV^nieni made {((i 

rescaich and devdopmeni 6f new pn)ducts.| 
processes, mclhods, materials, machines; 
loolsandiinprovcmcntsofsystcmsot existing] 
priHluLis/piocesses seems to have set ved the 1 
company well le.idin^! lo mdigenisation, cumJ 
rediictuin enhancemeiii in quality, service* 
lothccusiomeisand .ihoveall inmamtainiiig 
in.irkcl leadership rhescch,inpcshcinglong 
leiin 111 naiiirc their ellecis will be lelt ovei 
a period ol lime 1 he companv incrciilcd its 
mvesimeni in R .iiul O Irom Rs 11 10 troic 
in IW^ ‘UioRs 14 tSuorem l<m ‘i*! The 
conip.inv h.is intiodnced a niodular 
nniltilunciional llainespi ly powder deli veiv 
system lor high qualilv coating in appluatiom 
be vondconveniional spia\ equipmeni It h i\ 
also intiodnced .i new soUw.iie produci 
API X the ipplicatioiiespiess Ihispackagc 
isiiseriric-nclly andpiovidesalast ipplication 
proj'iamining inteil.ice 

rile comp iiiv hooked orders lor cement 
machmeiv and lor the lirsi time an order 
loi reburnmg kiln w,is leceivcd diiinig the 
seal I his enviroimieni triendh piocesc 
lediiies the demand lor tiesh lime 

In the area ol d iiiv piodiicts ihc companv 
set up the liisl vcrlii.il daily plant with i 
cap icitvoMlakhliliespc i d ival NoidatUPi 
near Dc Ihi The concept has been tniioduceil 
to lake .idv aiitage ol the limiic d land a v ,iilabli 

III the (ily 

Inlheaieaol peliochemic ilsandielnieries 
the company completed the c oust i net ion ol 
a c.iptive power pi ml lor the Maiig.ilore 
relineiy mcl Ihc Kandia Khalmda pipeline 
project m consoiliiitn with Skoda ol Ihc 
C/eeh Republic progressed well with the 
compiny adopting novel techniques lor 
welding Iherebv eliinmalmg the need lor 
costly impoiied equipmeni Other majoi 
projects completed during the ye.ii include 
cement pi mis lot Grasini Industries at 
Chiitoru.iili m Rajasihm and ai Raipur in 
M idhya Puidesh loi AC C at Maihar in 
\1 idhya Pradesh ind loi 1 .ikslimi C'emenis 
in Raiasth.in 

L Ac r IS curiciilly into its SI si year ol 
coiisiruciion with the founding ol 
b ngincei mg ( onsii iicl ion Corporation (ECC) 
in 1944 The companv was merged 
with I Ac r m 19K4 and now I unctions as 
the eonstruciion group ol L Jfc T ECC is 
execuling some in ijoi projects in India and 
abioad with the thiusi on intiastrucluie 
proiecis On the domestic Ilont the company 
has a nunibci ol projects on the anvil In the 
road construction segment these include 
widening the htghway between Rourkcla 
and Sambalptir consiructioii of a 40 km 
expiessway between Durgapur and Calcutta 
and lour tailing ol the 2S km toad between 
Bangaloie and Hosur The group has also 
received orders in the sieel plan! sector for 
civil and mechanical work Irom clients like 
Jmclal Vijaynagar Steef, Nippon Denro Ispai 
and Kiiloskar Terrous Indtisliies 

A proposal to set up thermal power proja'ts 
in live si.ites (one with a S(K) mw capaetty 
in Orissa) has been submitted, the rationale' 
behind this move being the company’s 
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L & T in astociiition wMi VmhoulMir t« 
executing an order Irom Tamil Nadu 
Newspnni & Papers It has designed a paper 
maihine having a speed ot I (XM metres per 
minute, probably the largest and lastcst 
machine as also the only m>Khinc in the 
world producing newsprint using l(K) per 
cent bagasse 

L & T with Vocsi-Alpiiic Industrie 
iiilagenbau (VAI) has signed a contraci with 
SAIL lor modemisaiion of the Bokaro steel 
plant It also has ambitious expansion plans 
lor Its telecommunications div’sion plans to 
eiitei Ihe basic telephone services segment 
and has proposed a network using advanced 
technologies 

The company has penetrated into the 
international arena It has Hoated a JVC' 
along with AIZubair in Om in called L & I 
Oman lor construction actis itics in the Gulf 
with a 50 50 ectuity participation Among its 
overseas projects constructing a township 
ioi Russian soldiers returning from Eastern 
I iiropc to be leady in a record lime ot 11 
months and V ilucd at Ks lOOcrore sirucluial 
works lot upgiading the rrishuli Dcvighal 
power plant m Nepal and construction ot a 
sportsstadiuin in Iracj an intern itional airport 
in Abu Dhabi and budges in Mataysia are 
a lew ot Ihe important ones 
L & ThasinciupwiihSaigcniancII undy 
USA a global player in power plint 
engincenng to ollei services lor iheimal 
power projee tsand also to lorm i |oinl venture 
company The company along with 
C'oniniuniiy Lneigy Alternative ine ot the 
US has signed a Memorandum ot 
Understanding with SAII to set up a steel 
plant at Rhilai in Madhya Pradesh 
L & 1 IS diversilying into engineering 
consultancy lor hycJrocaibon based pro 
cesses It has set up a joint venture in Baroda 
with a Japanese engineering consultancy 
turn Chiyoda taking advantage ot the lower 
human resources cost in India The company 
plans to linancc these expansions Irom the 
$ 135 million Euro issue which it placed 
mainly with institutional investors in the US 
Eutope and Asia in November 1994 
Rccogni sing the company s strength the issue 
met with an enthusiastic response the result 
being that the company s share capital went 
up by Rs 16 17 crorc 
L & T has placed renewed emphasis on 
technology, quality quicker response, 
llcxibility in manufacturing, customer 
service and improvement in produc 
tivity - all integral to the central objective 
ot providing the customer with products and 
services of international standarcis According 
to S D Kulkarnt, managing director and chief 
executive olticer, the tocus today is on Ihe 
customer and ‘delighting the customer’ is 
the central objective of the company 
Many of L ft T’s business lines have 
received the ISO 9000 certification in 
recognition of sustained quality standards 
The construction group won the Industnal 
Prornotion Award (Gold Medal) tor 1994 
for excellence in construction and 


r ,.'v-r'rv'wv-T' 

rewarded with the Good Cpi^xmte Cititen 
Award Irom the Bombay Chamber of 
Commerce and Industry for 1994-95 “for 
Its conspicuous achievements in improving 
the quality ot file in the country” 

PREMIER AUTO ELECTRIC 

Getting Ready for 
Automobile Boom 

Operating in the replacement market for 
automotive parts with a wide network of 
over 21 branches all over the country and 
over 6,(X)0 dealers PAEL has reason to be 
salisticd with Its pcrlormance in 1994 95 
Net sales were up more than 20 percent Irom 
Rs 73 61 crorc in 1993 94 to Rs 88 85 crorc 
in 1994 95 Total income increased by 29 32 
per cent from Rs 76 98 crore in 1993-94 lo 
Rs 99 55 crore in 1994 95 Other income 
increased by 117 percent from Rs 2 98 crorc 
in 1993 94 lo Rs 6 47 crore - a small con 
inbution being made by the surplus on Ihe 
sale ol the polymer unit at Halol, Gujaial 
Gross prolil jumped Irom Rs 7 05 crorc in 
1993 94 to Rs 10 35 crore an increase ol 
46 per cent Hie rise ol 143 per cent in 
depreciation charges was neuiraliscd lo a 
small extent hy a 15 per cent tall in (he 
provision lor taxation Net profit was up 
Irom Rs 4 45 crorc lo Rs 6 03 crorc an 
increase ol over 35 per cent Rs I 90 crorc 
have been earmarked tor equity dividend 
an increase o( over 24 per cent over 
Rs I 53 crore set aside for Ihe same pur 
pose in 1993 94 

Broadbasing its product range and 
geographical coverage diversilying into 
leasing and being quick to recognise policy 
changes at Ihe national level seem to have 
augured well for the company It has 


" wHmtdod (be autotnobtle nbccssion and 
matntaiiMd its progms Decentralisation ot 
management ha$ also played an important role 
Dunng 1989-90, when the recession was 
just beginning and the market was being 
flooded with Maruli cars adversely affecting 
the protltabilily of Premier Automohiles 
Premier Auto Electric daided to set up a 
Rs 2 65 crore plant lo nianutac turc auli; 
mobile components based on polyurethane 
Agamitwasquicktorealisethcnon-viability 
ot this plant in the face ot new competitors 
who came in with economic liberalisation 
and reduction in import tantfs and sold the 
plant and acquired the aulo products 
di vision ot Best and Crompton Engineering 
in Madras This division manutaciurcs 
starter motors and alternators and their 
parts lor automobiles Meanwhile PAEL 
has been getting into related diversi¬ 
fications It has invested Rs 6 lakh in the 
capital of IN APEX Au» Products Exports 
in an attempt to secure orders tor auto 
components placed with IN APEX by global 
manutacturers At the same lime it has also 
been adding to us existing marketing lines 
During 1993 94 it started marketing 
Metropolitan coil springs Motored oils 
loyo horns Gabriel shock absorbers, 
Alpump water pumps UCAl. tuoi systems 
and Indrad aulo components 
Growth incentives in the formot tax relicts 
and a reduction ol 5 per cent in excise duties 
on a number ol components have further 
contributed lo increased proliis 
PAEL may find a passible collaborator in 
Echlin ol the US Echlin the world’s largest 
automotive parts retailer is interested in the 
strong disitibulive network ol PAEL With 
a large number ot foreign automobiles ready 
lo hit Ihe Indian market over the next three 
years fxhlin iscsiimaimg a large replacement 
market in India 
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CURRENT STATISTICS _ BPW RegearthFdOndittoit 

IlKrt lii^oiiurTuI ishIf])lossot ovtr^ i I biihuh(Ks 4 1 Muo^cl^»^o^hi•i tu<?igncKchari^L iliuing A}in} Ioik |>itihiihl> Uik. partly (orepavnitniskithiMMI und|Mrtly 

lo (Ik ]^ii>wiiip V iiirtni aiLouDl iklicK 1 ht loss ol rvscrscs h is hig\m lo daitipen liquidity growth denpitt. phenonurrully high levels ot central govemnieni recourse to the RBI 
(Rs U>'M 1 ifiti ipjmM Rs '* 4 t^uorL last year) both nserve n^atcy gri wih and M, growth hu\c decelerated Ilie loss in bank deposits over March ^1 is much larger than last 
M IT ixMv III ulviiut s IIh ixiionmru-col liit c iiHialiiiarke'tnrtVcistheall louml liquidity shortage i apitalissuesIauiKheddunrig recent months have dwindled and diare price indices 
h)V( loNtinoo ilianork Itfihol v due ovet ilk past ye if hllscontimtc (o make net inveMtnenls tikrlaiestfigun*s(orMayandJunebeing$ 65 millionand$ I Umillion respectively 

Macroeconomic Indicators 


Weights June 24 



Variation (Per Cent) 

Point 10 Point 



Index NiimhciMil Wholesale 


I99S 

()\cr 

Over 12 Months Fiscal V ear So Far 

1994 91 

1991 94 1992-91 

1991-92 

PiKis (ISIM K2 1(H)) 



Month 

Latest Previous I99S 9(i 

1 1994 9S 





All ( iiinnitnlitics 

lot) 0 

290 9 

0 7 

8 1 

116 2 0 

4 0 

104 

108 

70 

116 

Ptiiii irs Ann li s 

12 1 

298 8 

0 s 

79 

116 2 1 

69 

127 

II 1 

10 

111 

(otn) ^^ll-ll^ 

17 4 

111 h 

0 1 

72 

10 6 S 7 

10 1 

119 

4 4 

14 

20 9 

Non I ood \fticlc X 

It) 1 

1117 

1 1 

94 

22 S 1 1 

2 \ 

111 

24 9 

-1 4 

8 1 

luc) Power ( ij hi md 1 uhncjhls 

10 7 

284 6 

0 0 

2 0 

9 8 0 0 

04 

24 

11 1 

112 

112 

M iiiii) iiliiii il Pio()ii(.ls 

S7 0 

287 6 

1 S 

98 

10 8 2 2 

1 1 

10 7 

99 

79 

126 

1 ood Ptoducls 

It) 1 

277 4 

0 0 

2 7 

10 4 18 

7 1 

8 1 

12 1 

68 

102 

1 IMIll IikIcs (soilipultdl 

All ( (iiiiniiiiliius (Asuage H isis) 

27 S 

111 8 

0 ■> 

S 7 

10 6 4 4 

92 

106 

70 

Y8 

17 1 

(Apiil liiiii 21 IWS) 

loot) 

288 9 


10 1 

9 “i 8 9 

11 9 

109 

8 1 

10 1 

117 



1 atest 



Vaiiaiion 

(Per Ccnl) 

Point lo Point 



( osl of 1 ising Indices 

Month 

Ovci 

Oyer 12 Months Fiscal Ycai So Far 

1994 91 

1991 94 1992 91 

1991 ‘J2 




Month 

latest Pievious I99S 96 1994 9S 





Iniliisiiial Workers (|qH2-lfH)) 


100’ 

1 7 

10 1 

106 2 1 

1 9 

97 

99 

6 1 

119 

( rbaii Non Man 1 inp (l•^H4 8*1=: 100)* 


241 

04 

9 S 

8 1 9 “5 

8 1 


8 1 

68 

116 

\gti 1 ih (July 60 to June 61 = 1(X)) 


1116’ 

0 8 

120 

112 12 

0 0 

10 6 

II 6 

07 

21 9 

* loi 1944 9S 












June 09 




Van It ion 





Money and Banking (Ks r rore) 

I99S 

(Jscr 

Fiscal Year So Far 

1994 9S 

1991 94 


1992 91 



Month 

199S 96 

1994 9S 






Mousy Supply (M,) 

S12681 

IS16 ( 01) 

6201 (1 2) 

7928 (1 8) 

7SI67 (16 7) 

72467 (19 1) 

10484 (114) 

('uiicncy wKli Public 

II28S2 

IlSOtl 0) 

11982 til 9) 

11218 111'’) 

18990 (212) 

I40(i7 (20 7) 

7111 (II 7) 

lV|xisits with Banks 

1172^7 

766 (0 2) 

4981 (-1 2) 

2179 ( 0 7) 

11121 (11 1) 

17181 (18 1) 

42941 (16 1) 

Net Bank C ledil lo Tiovi 

217009 

42SI (1 8) 

17418 (7 9) 

ll|98(SS) 

14180 (7 0) 

29176 (16 7) 

17901 (111) 

B ink ( icdii lo ('oniml Si'clor 

288102 

lost) ( 

-0 4) 

412 (0 1) 

47SK ( 1 9) 

41796 (17 9) 

16191 (7 1) 

10187 (11 1) 

Net Foieign 1 \th inre Assets 

71616 

1619 (2 2) 

22S4 ( 1 0) 

4262 (7 9) 

22197 (411) 28771 (111 1) 

1747 (17 7) 

Ri’serve Money (June It 199S) 

I85S2S 

1729 (0 9) 

16SSI (9 8) 

14214 (101) 

10186 ( 

21 9) 

27841 (21 1) 

11274 (II 1) 

Net RBI (reilil to t entie 

IIS609 

1IS9 (2 8) 

16911 (17 2) 

24IS(2S) 

949 (1 0) 

1106(14) 

1186 (19) 

Scheduled 1 oiiiiiicrLial Hanks (June 2J 

I99S) 










He posits 

174640 

1200 ( -0 1) 

7860 (-2 1) 

SS41 ( 1 7) 

49271 (14 8) 

12144 (18 6) 

19017 (16 1) 

Adv iiiiCs 

208011 

-968 (-0 S) 

I67S (-0 8) 

6208 ( 1 6) 

18784 (22 7) 

11166 (7 1) 

21717(17 1) 

Non Focul Adv inces 

I92SS9 

-991 ( 

OS) 

4872 (-2 S) 

7447 ( 4 7) 

17416 (214) 

7402 (4 9) 

21684 (16 6) 

Investments 

1 “51461 

8S6 (0 6) 

2207 (1 S) 

10142 (7 7) 

14172 (101) 

">8411 (26 7) 

16820(18 7) 


Index Numbers of IndiLctnal Weights J.in Avt rage loi Fistd Year So Far Vaitation (Per Ccnl) Fiscal Year Averages 


Pruduclion (1980 81-100) 



1991 

1994'TFr 

1991 94 

1991 91 1992 91 

1991 92 1990 91 1989 90 1988-89 1987 88 

(.11 III III Index 


l(K )0 

261 1 

242 2 (7 6 ) 

221 1 (1 1 ) 

10 

2 1 

()s 

8 4 86 

8 7 7 1 

Mining and (Quarrying 


II 1 

282 4 

21s 1 ( 61 ) 

220 8 (16) 

2 1 

01 

0 9 

4 1 6 1 

7 9 18 

Maniifaclunng 


77 1 

212 7 

2110(7 6 ) 

2166(14) 

2 2 

2 1 

10 

9 1 86 

8 7 7 9 

1 lecliicits 


II 4 

111 1 

III 0(8 J) 

286 8 (7 2) 

7 1 

1 I 

8 1 

7 8 10 8 

91 77 

Pi xlutlioii ol Maiot Crops 


1994 91 

1991 94 1992 91 

199192 1990 91 |VH9 9() 

1988 89 1987 88 1986 87 1981-86 

(Agriciillure Year) 

(Fs'innic) 

Provisional 







lolal 1 iKidgiains (iiiii tns) 


“86 1 


182 1 179 1 

168 4 

176 1 

171 0 

169 9 

140 4 1414 110 4 

Total coarse grains (inn Ins) 

(2 1 


111 17 0 

26 0 

12 7 

14 8 

11 1 

26 4 

26 8 26 1 

lot il ISilses (inn ins) 


11 1 


111 12 8 

120 

14 1 

12 8 

118 

11 0 

117 114 

OiIslx ds (mn ins) 


22 1 


211 20 1 

186 

18 6 

16 9 

180 

127 

111 108 

hnreign Trade 

Match 




Full 1 iscal Year Vanaiions 



1991 

1994 91 

1991 94 

1992 91 

1991 92 

1990 91 

1^89 ^i) 

J988 89 

Lxports Rsirorc 

9211 

82110 (18 4) 

69147 (10 4) 

11688 (21 9) 

44042 (11 1) 

12111 (17 6 ) 

27681 (16 8 ) 

20281 (29 0) 

llSSjnn 

2922 

26211 (18 1 ) 

22171 (20 4) 

18117 (18) 

17866 ( 

-1 V 

18141 (9 1) 

16626(19 0) 

14001 (111) 

Imports Rs crore 

9062 

88701 (21 8 ) 

72806(117) 

61171 (12 4) 

47811 (10 8 ) 

41191 (22 0) 

11416 (214) 

27691 (219) 

US $ mn 

2861 

28211 (21 7) 

21212 ( 68 ) 

21882 (12 7) 

19411 ( 

19 4) 

24071 (112) 

17104 (6 2) 

19121(110) 

Non IHII IS Slim 

2112 

22118 (29 1) 

17416 (10 6 ) 

11782 (12 1) 

14047 ( 

22 2 ) 

18041 i1 1) 

21272 (9 1) 

16218 ( 110 ) 

B.dancc of 1 1 ade Rs crore 

189 


6171 

1219 

9687 


1809 

-10640 

-7711 

-7412 

US i mn 

19 


2018 

1019 

-1141 


1141 

1910 

-4646 

-1118 


loreign Exchange Keserves 
(excluding gold) 

June 10 
1991 

July 01 
1994 

Mat 11 
1991 

Moiiih 

Ago 

Year 

Ago 

Vanatiun Over 

Fiscal Year So Far 1994 91 
1995 96 1994 95 

1991 94 

1992-91 

l99r-92 

Rs crore 

US $ mn 

~ 6 r 8 M 

19678 

” 11^7(r 
16427 

66028 

20816 

Toos"” 

111 

10281 

1211 

-4174 1944 18402 
-1118 1211 1640 

27410 

8724 

1181 

711 

10221 

3383 
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Capital Market 
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Share Price Index 

July 07 

Month Year 

1991 96 So Far 1994 91 

Fiid of Fiscal Yeai 


1991 

Ago 1994 

Trough 

Peak Trough Peak 

1994 91 1991 94 1992 91 1991 92 

sensilivu index (1978 79=100) 

1191 

1118 4049 

1011 

1484 1211 

4611 

1261 1779 

2782 

4281 


( 21 2) 

(79 7) 




(117) (617) 

( 46 8) 

(266 9) 

National index (1981 84=I(K)) 

1498 

1171 1911 

1482 

1691 1172 

2176 

1606 1810 

1021 

1968 


( 22 1) 

(817) 




( 12?) (79 2) 

( 48 1) 

(214 1) 

list 2(X) (1989 90 = 100) 

118 

161 486 

116 

181 160 

497 

168 410 

214 

181 


( 101) 

(94 4) 




( 18 2) (92 1) 

( (4)0) 

(267 9) 

BSEDollex(l989')0= ItXI) 

179 

192 218 

179 

204 191 

280 

191 219 

121 

176 


( 10 6) 

(94 0) 




( 18 4) (91 2) 

( 66 8) 

(178 1) 

I'/h, Ratio (Month Average) 



CJuartci Ending 


End of Fiscal Yen 



May 91 

Apr 91 May 94 

Dec 94 Stp 94 June 94 

Mar 91 

Mar 94 Mar 91 

Mar 9? 

Mar 91 

BSE sensilive index 

281 

29 8 46 6 

418 

119 46 8 

10 4 

16 8 29 1 

44 1 

19 7 

National index 

1? 2 

14 0 46 8 

47 6 

112 469 

14 7 

46 9 27 1 

41 9 

19 1 

BSh lurnover (Ks troie) 





Full Fiscal Year 



May 91 

Apr 91 

May 94 1991 ‘)6 

1994 9s 

1991 94 1992 91 199192 1990 91 

1989 90 

1988 8l» 



(Apr May) 







Spetiticd shares 1164 

116 

1081 1920 

11412 

62211 

11207 

14610 28861 

21212 

17117 

Non specilicd shares 1117 

1204 

2274 2141 

114/7 

22124 

12489 

17168 7149 

4171 

1206 

Tolal 2701 

1760 

1111 4461 

6(>889 

84117 

41696 

71778 16012 

29186 

20161 

Average daily luinovei 129 

110 

168 219 

291 

188 

218 

112 189 

111 

97 

No of working days 21 

16 

20 17 

210 

218 

192 

216 191 

218 

211 

Market Capitaksation 




(Quarter Ending 

I nd ot I isk. d \eaf | 

(List working day) (Ks iiort) 

Apr 91 

Mir 91 Apr 94 LXi 

94 Sept 91 

June 94 

Mar91 Mu 91 

Mar 91 

Mai 92 

BSf listed toinpinits 

411100 

112^00 141464 400000 416966 

198044 

112200 144462 

189401 

101987 


(49 1) 

(112 

2) (II 

1) (4 8) 

(116) 

(16) (81 9) 

( 18 1) 

( ) 

l(X) Nitional index based sciips 

1 14'’? 1 

141261 149614 160019 169646 

118186 

141761 146176 

71071 

II2041 


( 10 1) 

(109 4) ( 17) (7 0) 

(81) 

( 14) (100 0) 

( 14 8) 

(198 1) 

Capital Issues 


( uinulalivc tor 

full Fiscal 'tear 

Quartci Tnding _ I 

Feb 91 

Jan 9s 

rsb94 1994 91 

1991 U4 

1991 94 1992 91 199192 Dec 94 

Sepi 9t 

Jun 94 

1 Capital issues tleaied/approved by Sf HI 








Amount (Rs trorc) 2164 

7411 

1281 26701 

1900'’ 

19810 

21221 

19402 1629 

1X21 

1201 

Nuinbei ot issues 266 

282 

161 1719 

641 

1217 

nil 

1261 IK) 

100 

101 

Cipilal issues launthtd 









Amount (Rs ciore) 6097 

2800 

1914 19801 

21744 

21271 

19821 

1717 14/2 

1748 

980 

Numbei of issues 210 

190 

118 1461 

ISs 

1112 

1017 

117 107 

148 

97 

Investment by Foreign Institutional Investors (Fils) in Secondary and l*rimary Markets (lor each month) 

Munih No o! Rcgd FI 

s Gloss Purchasts 

(jr ISS Sales 

Nc( Invesliiicnt 

(iimul Kivc Net 

(1994) (Cumulalive) 

Rsf r 

US $ inn 

RsCr 

U S 1 inn 

RsCr 

ISS inn 

InxcstiDcnt 








US 1 mn 

Prior to Jan l')9t 







777 8» 

Januaiy 116 

12KK 6 

411 7 

14 0 

174 

1214 6 

198 1 

1 176 1 

PebiUiiy 141 

904 6 

291 S 

144 0 

46 1 

760 7 

241 4 

1421 1 

Marih UK 

762 4 

2419 

201 s 

616 

118 9 

180 1 

1601 8 

April 166 

7014 

227 1 

198 8 

64 1 

106 6 

1614 

17612 

May 191 

962 1 

1101 

160 4 

11 7 

802 1 

218 7 

2021 9 

June 199 

1029 1 

112 0 

274 2 

88 1 

714 9 

211 1 

2148 0 

July 217 

4214 

116 6 

170 1 

110 

212 9 

81 6 

2449 4 

August 222 

119 1 

174 0 

178 1 

17 1 

161 4 

116 6 

2166 0 

Sepleinbcr 229 

647 4 

208 8 

201 8 

61 1 

4416 

111 7 

2717 1 

October 241 

610 8 

194 7 

261 S 

84 7 

1410 

111 1 

2827 1 

November 261 

108 1 

98 2 

274 2 

87 4 

119 

109 

10 

2 6 

December 281 

1617 

1119 

116 2 

100 8 

47 1 

11 1 

1027 9 

January 1991 286 

4610 

1111 

1210 

101 1 

140 0 

44 8 

1099 7 

February 104 

*402 4 

128 1 

201 7 

64 1 

200 7 

M 0 

1104 2 

March na 

162 6 

1118 

182 1 

18 2 

ISO 1 

18 2 


Apnl na 

162 6 

117 0 

182 1 

18 8 

180 1 

18 2 

1266 0 

May 114 

410 1 

118 8 

219 2 

70 7 

211 1 

68 1 

1118 1 

Inclusive oi late reporting which is not tncorpoiateU m the monthly flows 






1 * RBI has placed it at S 829 million 










Notf\ (I) Supcrscnpl numeral denotes month to which figure relates e g siiperscrifH ' stands for July (ii) Figures in bratkeis arc peiceniji>c variations i 
the penod specified or over the comptlrable period of the previous year (iii) — means not available 
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maricet review 
A Dearth of Ideas 

Wlule the cu ute \hortage of liquidity combined \yith an unrealutic 
iio\ eminent bornminii prognimme hai imparted a great deal of 
imceitamn the money market al\o seems to peneive that the tales of 
inteiest on I’oxernment debt have non peaked The result is an 
imersum of the sield lurve for government securities 


I 

Macro Events 

IhisiiMiiiitdhli III! All Hixs 

rm lininciil system has hcgun to laec 
lonsiikiibli. unceilainlv the cause ot which 
IS rooted m socio political repcicussions ot 
the imp Id ot louryc irsol ccoruimic rclomts 
the .luthoiilies who are anxious to push 
through Ihcir rc lorm agenda have responded 
lo the situation in two ways While keeping 
eseiy in ijoi aspect ol relorm on hold lor the 
present they hi\i ollercci many palliatives 
lor the [roor All the same lime they appear 
shoii ol ideas lo resolve such immediate 
problems is liquidity shortage and liscal 
ciisis As a levult the money market 
psychology is being increasingly dominated 
by the dire strut into which the central 
goveinmcni linances haye tallen during the 
current liscal year An acute shoiiage ol 
liquidity combined with an unrealistic 
government borrowing piogramme is 
imposing a heavy strain on the system whic h 
IS in turn relleeled in reported shortages ol 
institution il linancelormanulacturingliims, 
delermcnt ol many share capital lloatatiuns 
by companies and an all lound lirming up 
ot iniciesi lates ill ol which pul together 
threaten to place a break on the recovery 
prcKcss A benchmark rale ol 14 per cent 
01 a leal lale ol interest ot about ^ lo 6 per 
cent pci annum on medium and long dated 
sovereign debt is not only unprecedented 
but also lacks economic logic The market 
expectations in this regard haye been 
stimulated by the goyemment s helplessness 
The conventional hypothesis adyanced by 
neo classical economists that high real rates 
ol interest would induce the goyemment to 
leduce its dependence on debt linancing is 
being proyed lo be lallacious so also is the 
notion that the rates ol interest on commercial 
loans rendered by banks and linancial 
inslitulions would be reduced once 
goyemment borrowings are undertaken at 
market related rates ol interest On the 
contrary it should be considered as rcnecting 
theambienceol alrec m.irket linancial system 
that public sector banks should even toy with 
the idea ol laising their prime lending i ues 
in response to the government s loan 
floatation at a high coupon rate ol 14 per 
cent, one ot the term linancing institutions 
has been quick to raise its pnme lending rate, 
the third in the past one year though its 
unusually high prolitability ratio should have 


enabled it to absorb, in the interest ot helping 
economic revival, the possible additional 
cost It may have to incur in luiure market 
borrowings II the linancial system ceases to 
be guided by broader socio political 
considerations the usurious rale ol interest 
bfcc omes the obvious consequence i n a saving 
scarce economy 

If only to retain the credibility of the central 
banking actions the agreement reached 
between the central government and the 
Reserve Bank ol India (RBI) on the limit lor 
net issue ol atl hot treasury bills reac heel I ist 
year has been renewed lor the liscal year 
1995 96 thelimitolRs9(XX)crorcpresciibcd 
lor 1994 95 has been retained The ccntnl 
government had budgeted lor a budget del ic it 
ol Rs 5 000 crore lor 1995 96 as against Rs 
6 (XX) crore budgeted, or actually a surplus 
ol Rs 1 100 crore during 1994-95 Duiing 
the current liscal )car so lar up to June 16 
1995 thcrccoursetoa<//iw TBshastouched 
a hisiom ally high figure, lor the period ol 
Rs n 655 crore in contrast to a net 
cancellation ol aj hoes to the extent ol Rs 
1 055 c rore during the corresponding peruxJ 
ol the previous year (Incidentally, the RBI s 
decision lo publish the ligures ot tut hois 
on a weekly basis should be welcomed ) 

Since April however, the government has 
started drawing excessively through lul hoi s 
and by the beginning ot May it had crossed 
the target ot Rs 9 (XX) crore, possibly lor 
more than 10 consecutive days In keeping 
with the agreement the RBI had to issue 
tresh government paper even il it meant 
contrary to normal practice and prudence 
bunching ol issues The Iresh issues included 
dated paper 564 day TBs, and also 91 day 
TBs the auction amount lor which was raised 
Irom Rs 50 crore to Rs 500 crore in a matter 
ol only four auctions between April and 
May The lukewarm response ol the market 
however did not allow the level ol ml hm s 
lo come down signilicantly till about the end 
ol June It was only then that some inllow 
ot lunds through advance tax collections 
appears to have resulted in bnnging down 
the level ol aJ hois It will be almost two 
weeks bclorc the actual figures on this count 
become available 

The liquidity situaiiun has placed both the 
government and the RBI in a bind The 
massive market boi rowing programme of Rs 
52 645 crore (gross including conversion ol 
probably the whole of Rs 15.(XX) crore ot 
564-day TBs due lor redemption) or 



Rs 28,087 crore (net) for ihe year 1995-96, 
possible ditlicultics in achieving the target 
ol Rs 7 (XX) crore under disinvestment ol 
public sector equities and Ihe anticipated' 
ovcrshixiiing ol expenditures only lo be partly 
met by probable increases in tax revenues 
combined with excessive borrowings through 
ml hot s so tar this year and the requirements 
ol large amounts ot redemptions ot past 
government securities and 564 day TBs 
(woith more than Rs 17 (XX) crore now due) 
raise seiious doubts about the government s 
ability to limit the sia ot dclicii linancing 
to obscive the agreement in lellei and spirit 
and to phase out ml hoi v by ]996 97 
While these developments have imparled 
considcMbledegiceol uncertainly the money 
market also seems to perceive that the rales 
ol interest on govcinmentdebi have ilready 
peaked a phenomenon which is relleeled 
as explained later in an inversion ol the yield 
curve lorgovcnimcntsccunlics Somedegree 
ol market resistance is also seen in regard 
to rising interest r.iics on commercial loans 
Banks and linancial institutions (except one) 
have been lorccd not to raise then piime 
lending rales II is intciesiing to sec some 
of the public secloi bank chan men now 
arguing that thcic was no c.isc lor raising 
banks primeIcndingi itesalterhavingraiscd 
them twice over m the recent past Irom 14 
per cent to 15 5 per cent Likewise major 
linancial institutions like the IDBl and IfCI 
whic h have 45 to 60 pc r cent ol their resources 
internally generated have begun to argue 
that though marginal cost ol borrowings has 
gone up, they would still be .ible to maintain 
their spread ol over 2 5 pcrceniagc points 
without incrc.ising the prime lending rate 
Recent reports have shown how the small 
and medium scale industries are finding 
interest charges geneiall) exceeding 18 5 
percent that is three pierceniage points higher 
than the prime lending rale onerous and 
uneconomic 1he market resistance to 
unusually high tales ot interest is also getting 
reflected in many big si/e companies showing 
increasing reluctance to lie themselves up 
into long term boirowings as they perceive 
that the present rales are unrealistic, that the 
Mies should begin a declining trend after a 
while reports suggest m.iny big companies 
have instead been scouting around in the 
market lor raising short term capital through 
12 month lo 18 month non convertible 
debentures (NCDs) 

Nesv Insrsimenl Rates lot Private Provident 
hinds 

Towards the end ol May, the government 
amended the guidelines with regard to the 
permissible investment patterns of non- 
gosernmcni provident, superannuation and 
gratuity tunds The earlier 55 per cent of the 
total corpus required to he invested in speaal 
deposit schemes of the government (roughly 
at 12 per cent rate of interest) has been 
reduced lo 50 per cent, with the balance 25 
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per cent being earmarked lor (he Inst lime, 
lor investment in central government 
securities another IS per cent ssill be 
continued to b<* invested in state government 
securities or other securities guaranteed by 
central or slate governments Likewise as 
in the past the residual SO per cent is allowed 
to be invested bonds and secunlies ol public 
linancial msiiiutions ind PStls and 
certihcatcs ol deposit ot public sec lor banks 
The budget tor IWS 96 has shown Iresh 
iccruals under the special deposit scheme at 
iNnit Rs 8 964 crore as against the revised 
estimate ol Rs 8 h‘8) crore lor 1994 9S The 
annual accruals undci the non govemmenl 
provident tunds etc, work out to about Rs 
I6 0(K) crore and as a result ol the new 
guidelines the additional mveslmcntacc ruing 
' to c entral government paper would be ol the 
order ol about Rs 4 (XK) 

Being ot course swapped lor special 
deposits such accruals cannot bcanadditional 


source ot funds lor the government I ven 
so the new arrangement w ill bring in a whole 
c ategory ot new investors into the government 
securities market with goals of long teim 
investmenl which should be helpful 
particulaily when the SLR requirements on 
banks are being reduced Since July 4 1994 
the non government provident funds have 
been allowed to participate in the 91 day TB 
auctions on a non competitive bid basis 
there is no such arrangement for '?64 day 
TBs Sue h Iunds c an parlic 'pate in the govern 
ment securities floatations through the sub 
accounts ol the RBI s subsidiary general 
ledger (SGL) with the help of their bankers 

Ripo on NSl 

The National Slock Lxchangc (NSt) in 
the meanwhile began to deal in repurchase 
transactions on Juiic 2t on the eve of it 
completing the first yc ir ol opeiation in 
wholesale debt instruments Within a lew 



been trartsacted with implicit intcfesi rate of 
16 per cent each (Table 5) The transparency 
on the cost ol repos has been made possible 
hccauseolthcNSF s insistence on the parties 
revealing both the legs ot the transactions 
the di flercncc between the buy ing .ind set I ing 
prices being the interest lor the period on the 
funds availed ot 

Hitherto thcRBI s SGL data provided in tor 
mation on repo transactions based only on 
the sale leg of the transaction and hence the 
implicit yield rates have been conspicuous 
by then absence The RBI has so tar not licHjn 
insisting on banks supplying inlorinaiion on 
the second leg Albeit is a precursor to iniio 
ducing the delivery versus payment s) stem 
the Reserve Bank has lor the List lew months 
been asking banks to provide this miormation 
on a voluntary basis It is Icarni that the banks 
had been more or less complying with this 
lequiremcni Now that the DVP system will 
commence from July 17 banks will have to 
reveal the puces ot both the legs ol repo 
transactions and il is hoped that the RBI will 
reveal the relevant inloimation tor public 
consumption which will in turn provide 
transparency competition ind some 
benchmark lor money market operilions 

( urnnl Poilfolio 

On June 20 the Reserve B.ink ol India 
issued a circular to banks asking them to 
increase the laiio ol their cuiicnt pcmlolio 
to 40 per cent from the earlier ^0 per cent 
Fhe RBI has argued that there should be a 
rapid transaction to a fully marked lo market 
b.isis ol valuation of investments it has 
therefore been prescribed ih.it lor the year 
ending Maich f 1 1996 the i ilio ol current 
invesiment should be increased to 40 pci 
cent With a sh up depreciation in the pnccs 
ololclersecurilies withiehlivcivlow coupon 
rates the Reserve Bank ihciclorc prescribed 
lor the lirsi lime in Apiil 1992 111 it banks 
shouldbiluicatethcii securiiicsporlloliointo 
permaneni and c uiicni in ihe r ilio of 70 M) 
respectively 


Fabii- I Alt IKINS or 9| Dav Iriasiry Bins 

(AniounI in iii/)f< t i roir) 

Date of Notified Bids Tendered Bids Accepted Subscription Cut oft Culoll Amount Ouisiantling (Ku|R.ts)* 

Auction Amouni No Face V.due No Face Value IXvoIvcd Prnc in Yield Rilc folal With Outside 

(Rupees) (AinounI) (Amouni) on RBI (Rupees) (Fcrfcni) RBI RBI 

(Amouni) 


1994 


June 1 

110 

18 

412 

to 

110 

()(X) 

98 to 

7 71 

4216 01 

692 80 

1121 21 

June to 

210 

18 

141 

18 

141 

109 (X) 

98 04 

8 00 

4462 21 

801 80 

1660 41 

June 17 

210 

11 

267 

II 

210 

0 00 

97 91 

8 46 

4476<X) 

801 80 

1674 20 

June 24 

210 

6 

10 

1 

|1 

211 (X) 

97 86 

8 71 

47(X) (X) 

1020 80 

1679 20 

1991 

June 2 

100 

7 

’ 10 

1 

1 

0(X) 

97 01 

12 11 

2701 (X) 

101 (X) 

2196 (X) 

June 9 

100 

(6) 

8 

(780) 

II 

(6) 

1 

{499) 

2 

112 00 

97 01 

12 11 

1111 (X) 

417 (X) 

2714 00 

June 16 

100 

(1) 

6 

(166) 

9 

(S) 

1 

(166) 

t 

114 (X) 

97 (X) 

12 17 

1601 00 

791 (XI 

2810 (K) 

June 21 

1(K) 

(1) 

10 

(141) 

19 

(1) 

2 

(141) 

1 

127 (X) 

96 97 

1210 

4011 00 

III8(K) 

2911 00 

June 10 

100 

(1) 

8 

(170) 

11 

(1) 

2 

(170) 

6 

124 (X) 

96 91 

1218 

4101 00 

1242 (X) 

1219 (XI 


Figuits in brackets lepresent numbers and amounts of non competiiive bids which ore noi included in ihe lotal 
9 Outstanding amounts are estimated for all weeks of June 199^ 
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Workinj! ilay> 


li' Ills itkliLss lo the [Mnicip.ints ji a ix'iloimanti ol their poillolids I Sei hopes 

I .iiilm III i orvanisul by Stale B ink ot Itulia to intriwliiee i similar iiiilex lor public see loi 

lisliiioiith RBI tlepiitvnovernorSS Iara|X)ie anil corpoi ile bonds at a laloi stafte 
(liiiiiiilic iteili It b.iiiksneedeiltoleviewtheir Iht I Sec bond index covers securities ol 
poitlolius const intis iiul ideillv mark their onetoteiivc irdurationandlhoseinstruments 
iiiiiic siiiiritus poitlolio to niaiket Banks svhich hive lixed coupons and are tiaded 
should be ibic to do this lioni their pioliis it thus est hides most ol the longer dated and 



subsequently floating the same (taper agan 
lor an amount ot Rs 1,709 f>6 crore towards, 
the end ot ihc month, thus keeping on hold 
the auction system cvolVed since June 1992 
lorimplemcniingthcmarkeiclcaringinten 
rale meih.mism lor government securities 
Despite the RBI’s cajoling ol hanks not i,. 
miss the 14 pet cent yield oppoiiunity m 
the amount ol Rs I 7(W(i(>crorc subscnpiioix 
worth only Rs KO^ 61 crore were received 
the balance ol Rs 906 05 crore devolved on 
(he RRI lo till the slack The argument ihii 
It w.is Ihc policy of the RBI to iniiially 
subscribe and then sell it in the market, while 
It was technically Iruc nevcrlhclesi 
misrepresented the reality roniiaiy to iIk 
policyol reducing moneiisetjdelictl the RBI 
credit to the government had alieady rcathuj 
unprecedented levels Secondly Ihcie ssi 
neither a case lor noi the possibility o* 
allowing the vield tale on goveinmcnil 
secuiilies to move up beyond 14 jier cem 
Hence the RBI will lace a dilemma in ilu| 
while Its ellorls to sell the Ireshly issue 
slock at a price above the lace value will m 
Utiacl buyeis as it has actually occuried ij 
June any attempt lo sell beloss ii.ii will sen, 
wrong signals about its interest i.itc polic»| 
In the ptcseni siiualion the RBI s policy 
open market ojTei ation ss iih the he Ipol sclhi^ 
evenolclei secuiiliesgeneiallvst.indssivmn 


I iilici Ifmi depend on the government to 
niliisc ip I il to write oil Ihc losses on this 
count toi .mv other count Icmi) against this 
dole According to r.iiapore as much as 40 
|K I cent ot the banks secuiilic s portlolio had 
been iccjuired altci March 1992 and .is such 
tbeie should nails be no haidship to bulks 
in having a liillv m like cl lo market v ilualion 
system ll.iving .i lully inaiked to m irkel 
pc'rllolio will give an inqielus also to the 
iclivily in the sccondars m irkel in 
goveinmcni sec unties 

Sl(I \ Auo Mc/\ (>IWl( c 

A lurthei development in Ihc debt nnikei 
w IS the Securities I lading ('orpoialion ol 
India (SU’D beginning to oiler two way 
quotes III dated sec unties and TBs trom June 
2b I his IS peihaps iiidic.itive ot the tact that 
piimiiv dealeiship lot this institution may 
not be tar away 

I he Resolve Bank also announced names 
ol 11 jutsate sector mutual lunds to access 
the money n'irkel as lendcis Ih* cicclil 
policy announced this April had [icnnitied 
|)nv.ite sector mutuil lunds lo access the 
overnight money market as lenders 

(irneiniiienl Itoml Indues 

As an indication ol the growing interest 
in the debt nxirkct. two indices ol government 
hoiids wet e also mircxJuced dunng last month 
One weighted index has been developed by 
I Sec,the sccuiilies trading arm ol ICiriand 
the Ollier unweighted index constructed by 
Credit Capital, these should scive as a 
benchmark against which tund and 
invesimciU managers could evaluate Ihc 


low coujxin sccuniies which are not traded lor the latter icason 
Ol the two components ol the I See index An adverse tall out ot the shaip mciea 
while the loud tettiin indt\ caplines the in the yield tale on goveinmcni securities ii 

composite return that the bonds oiler osei then primary issues has been the possiNi 
the base peiiod in the form ol both the depreciation m the banks current ixiritolio 
.ICC lucd/aclual interest payment and c.ipilal Measured by the yardstick ol 1 ^ jx;r cent i»| 
g.uns/losses the pniuiiud xiuin ind(\ It) year slock lor valuation jiurposes 

lellecis the movement ol net prices in Ihc oidcred by the RBI lor 1994-95 the latci 

bond m irkel that is, prices quoted in the lalcol 14 percent - an increase ol KMIhasi 

m,irkel exclusive ol accrued mien si points - icsults in cleprectalion and loss d 

As rec eni data indicate between the base almost Rs BIX) crore lor banks which has ti 

{leriod August 1, 1994 and June M) 1995 be picnisioncd in their quarteilv balan 
ir>iid leiuin indt x has improved bv 5 i pci sheet 1 he new RBI guideline lor increasiii. 

cent that is m investment ol Rs 1 (XX) on the ratio ol cuiieni holdings to 40 per cc 

basedatahasimprovcdloRs I 051 rencclmg will lurlher laisc the piovisiunin 

roughly an increase in interest by B 45 jser lequiremenis during 1995 <J6 

ccnlwhichhasbccnpartlvollselby I Upci Ihe recent me isuics such as the laisingi: 
ccntolcapit illosseswilhlhe/»M/i(r/»(i//</rri/r the SIR rcqunemciii lor non bankin 
unit \ (ailing to 96647 as on June 10 linaiu lalcompaniestNBf ( sllroin tOpei cci 

lo 15 per cent beginning June M) and ihe n 
quirement lot piovident and (icnsitm lui 
to invest 25 per cent ol ihcir total corpus 
A signilicant development durini’ the ceiitralgovernment .ccurilics aieyettoh.i' 
month was the floatation by government ol their clicci on the government securit 
a 10 year security lor Rs I (XX) crore at a market 

TsBii 2 Ai ( rioss or Wit Oay Triasi RS Buts 


(Amount in rupees i ri«?j 

Date ol 

Bids lenderecl 

Bids Accented 

Cut off 

Cut o(( 

Auction 

No 

Pace Value 

No 

Pace Value 

Pnee 

Yield Ka> 



(Aiiiuum) 


(A mount) 

(Rupees) 

tPerCiiK 

l*W4 







June H 

74 

1021 (X) 

65 

949 (X) 

91 06 

9 82 

lunc 22 

1995 

21 

678 D 

n 

454 41 

90 92 

9 99 

June 7 

10 

58 so 

1 

17 50 

88 87 

12 52 

June 21 

11 

26 (X) 

2 

SIX) 

88 81 

12 60'' 


II 

(Government Market Borrowings 


I6J8 
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The results uC both 91-day and 364-day 
TB auctions have been charactensed by 
unduly low public response despite gradual 
ini.re<isciniui-oll yields to a high ol 12 38 
|K'i cent and 12 60 pei tent, respectively (see 
also Giaph A) Amount mobilised Irom the 
open market through 91 day bills w.is only 
ol the ordci ol Ks I ^ tiore in lime as .igainsi 
the nolilied amount ol Rs 2 3(K)croie, while 
in U)4-day TBs the amount retcived was 
Rs 42 30 trore as against Rs 1,402 31 cioic 
duiiiig the tonespondmg |K’riod Iasi yeai 
(Tables I and 2) The amoiinl devolving on 
the RBI ol 91 day bills during Ma> and lone 
has aggregaled Rs I 242 tiore (with no 
devolvemeni 111 April) I'ndei Udday'IBs 
(liegrosssubsciipiionsobiained haveieached 
onlv Rs234 93 time as against theiedempiion 
dm me (he ihice month peiiod ol as snth as 
Rs 6.117 M time m lespett ol the liintls 
mobilised (liiough ihis mstiiimeni during (he 
Inst tjii.nler last vear 

III 

Money Market Operations 

(till Mi>iu’\ Miiiki’i 

I he tall moiH v m.irkeltontimietl to remain 
him iindei llu strain ol lii|intli'v ciuntli due 
to lie(|ueni eoveinniem bon owing aiul 
sluggishness in (he glow III ol saving 
inslinmenls As iitsult monev maikel lalts 
were coiisi.mllv peitheil above the (wo digil 
level ('lablt's t and 4 and (iiaph B) 

I he Inst two davs m June extentletl liom 
(he non-repmling week beginniin; M.is 27 
seemeil promisine Im the tall market as the 
i.ilesloi overniehl monev showv-d some signs 
ol detline I he lalesi amedovvn in this week 
horn 13 16 pii tent on May lo 10 3 pei 
tent on June 2 Repo deals worth Rs 363 30 
time on May 27 and Rs 26 J ciorc on May 
29 done m.imly by the I7I III anti .SKI were 
I iigely tc‘s|x)nsible lor bringing (he call money 
I ate down fhc low i ales weie also alliibutcd 
(o inllow ol more than Rs 730time llirougli 
mieiest payment on goveiiiment secuiiiies 


and nedepptibn of 9i-daSt'T10( on lUirt 2. 
Moreover, the threat of a strike in the follow- 
1 ng week gi ven by bank employees had forced 
banks to covet themselves well in advance 
Hie call market moved tn a band ol II- 
12 pel tent duttng the next reporting week 
(June 3-9) The reason lor the lowei Ic els 
ol rates despite the omllow ol lunds to the 
extent ol Rs I,(XX) time lor goveinmeni 
security auction were two-lold One, the 
markel had ahead) ittounled Im this and 
had provided Im m the previous week and 
second, lepos worth Rs l,4(X) ciore were 
done in the l.isi thiee days ol the week thus 
intrc.ismg liijuidily in the niaiket 
The call money m.iiket again turned up 
during this lum lepoitine week (June 10 16) 
with rates hovci'iHg aiountl I4(>ercent The 
latesevenshotupio 17 17 3()pcrccnltow.irds 
the end ol ihe week as Rs 2 (XX) 2 3(X) erme 
moved out ol the banking system due lo 
.idvaiue lax pa)menls Repos worth Ovci Rs 
I.KX) cime were done lo crc.ile short lerin 
iKiuidily 111 the markel mostly with the DJ HI 
oi the STCI data suggest th.il the RBI h.id 
also pumped in hquidilv wmth aboul Rs 2(X) 
cioie ihrout!h these institutions on June I 3 
It w.is also lepmied dial these mstitulions 
enteied the lall maikit to borrow on lune 
14 lor l.icihtatine repos 

I he thud week s pn oc cupaiion (June 17 
2t) was (he eovcimiKiii oiler ol the It) )e ii 
14 pel cent papci wmih Rs 1,709 (>6 cioie 
rile call market was cxircmc'lv lighi dnime 
this week .IS (he iiunibei ol lendeis suited 
thmrimg Ihe ni.uk> t oiveiied .it IS 19 per 
cent and le.iclied .i huh ol 21 per cent on 
June 19 Ihe deals, ho.vcvet, weie concluded 
onlv al IS 19 pei ceiii A huge icpo ol Rs 
223cioie.uidSl.ili B ii.k sicpoKcdpiesmce 
helped r.itesconieikiwn loaie.ison.ible level 
ol I I per cent On snhsci|uent days I)| III 
repos kept the level ol call rales .it aioiind 
13 per cent Altei (he custoiiiarv (I 23 I |K‘i 
cent level on the lepoilmg I lul.iy the call 
late .igaiii llaied up to is 19 pet cent on June 
24 It lemained stubbornly in (he raime ol 
13 17 pei cent till Ihe end ol the month when 
SBI and I'll were lending at these high tales 


Foftx Matket 

Subdued li .iding except oi c astmial f luiiei s 
relative stability in the excluuigc rale .md a 
downwaid tiend in lorw ird piemia 
char.ictensed ihe lorex iii.iikci opei.Kioiis 
during Ihe June 1993 ((iiaiili (’) \pari Irom 
subdued se.isonal demand lor dollar 
lombmed with some .lugmeiii.ition ihimigh 
expoils .Hill commercial boiiownies. banks 
wcreeng.iged inexphiiiing.iibiii.igelKnelits 
by selling dollai cash and deploying the 
mpee pioceeds m the call ii.aikel lollovving 
living c.ill i.iles As a >onscij'iciuc on Ihe 
eve ol (he second lepmting f lul iv (hal is 
lune 22 dollai plunged below the pie budeiU 
level ol Rs tl (7 to Rs tl 363 loi tin lust 
time 111 hull months 

With die le sseiimgol |)iessiiic Im oulvvaid 
p.ivnienlsiliu (odei hiieinloieigni iiiieiiiy 
dei'osiis dining ihc p.ist two iriontlis 
loiw.iiel picmi.i lot the I'S doll.ir during 
Ml) hiiie K ni.imedsuceessivelv lowerllian 
111 llu pieicvding iiionihs (Graph C') Six 
month loiwaid preiTiiuni, which was 8 34 
pei cent on Apid 17 »ame down ro 7 t9 
per cent on April 2S to 6 9t) pei cent on 
M.iy 31 and lo 3 64 per leiii towards the 
close ol lime 

Sti I ndnn Uiitkt Ifof Goi« nun nl Si > unlit e 

rile severe llepiuhly iiuneli and the 
lesultant using iiiteiesi lates tendered 
governmeiK see iiii(icsilhc|ui<l die si .on larv 
markel dot iTiinl inddieli uliiig iloss lukiiu 
pioposition Wheniriiled alineisl illset uolies 
were sold lx low p.u the longer the ni iiuiitv 
and the lovvei ihc coupon lale the huger the 
loss lioni p.u v.iliie For e x iiiipic eui June 
23 II 3 [lei ee 111 govi inmeiii slot k 2(X)(-was 
li.ideel .It Rs ,S7 19 (S TM =: 1 3 sh per eeiit) 
ind 9 pci el 111 2013 .It Rs 79 1') (S IM = 

11 S2 pel lent) Bui on June ''7 It' 3 per 
lent 2(X)3 was lr.idcd .tl Rs SI 32 (V IM - 
I4perceiil) llierewerc ih v hic'li coupeui 
bonds ii ided .it m.iri'in.illy ibove par rhis 
lelleclsdie eoiieend.mono! iiivesims mleiosi 
.11 die slioKci end >'l iii.iiiirKv speeiruin as 
the iwo most li.ideel sccuiit'cs weie 12 per 


Tshi I 3 (Ml Most V Rmi s 


(I'l t II rit /II I nnnuml 


llc-liis 


30 2 3(RF) 


J une 1993 _ 

16 'l(Kr) 




M.iyJ90s_ 

I'/ i:(l<l) *3 


Weekly range I4(X)|9(X) 0 23 21 30 1 3 30 17 23 2(H»I2(K) 10 30 I6(K) 2 00 22 00 |ss0IV3n (| So pi no «30I2(K) 

Weekend iroelay) 16 (XI 17(H) 0 23 I (X) 17 (XI 16 30 2 (K) 1(H) I3(K)I0 30 0 23 3 (H) 1/SOI') so 0 23 ’ 00 ‘I73 1M)0 

Weekly weigblce) average* 16 IS 16 27 14 3‘) 10 43 13 (,0 13 47 16 ih Ml) 10 06 

DbHI lending rales (r.mge) na2()30l3 10 1 3 63 17 30 13 30 6 30 IsSOll'IO 22 23100 l3(,o?0(H) 1MH)200 '1101200 

’ Weighted aveiagc of borrowing rales reported lo the RBI by selected h.niks and DbHI weights being propoitional lo aimiunls boiinveed 

1 All) 1 4 Daii V Cai i Moni v Kaii Qikiiaiions oi Hieais vM> Lows is t’l R (. i ni Simi i i Siaiisik \i C ii \ra n misi.. 

(P< I < / III i»-r iiniviml 


All hive June 1'793 Week Ended All Pour May l‘W3 Week I ndvd 



Weeks 

Ihc Month 

30 

23 (Rh) 

16 

9(KF) 

-) 

Weeks ol * 
ihc Month 

26(KI ) 

19 

l2(Rn 


Mean 

1364 

16 13 

13 92 

14 88 

10 1 ‘) 

^|T68~ 

i: 18 

11 40 

~76"xs’ ~ 

“n 10 


Scindard Deviation 

4 29 

1 37 

663 

1 31 

3 32 

1 46 

3 IX 

6 78 

1 23 

3 16 


t'oeiriLicnl of 

.31 46 

8 30 

47 64 

881 

30 76 

10 68 

41 31 

39 47 

7 29 

4(, (9 



Vanalion (percenlages) 
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cent 1995 and 12.75 per cent 1996 converted 
government stocks 

Reptt 

A healthy development in the money 
market was seen in terms ol increased rept) 
deals during the mtinth mainly as a hedge 
against persistently htghcall rates Both DFHI 
and SI Cl were very active in the repo market 
where a total repo deals ol Rs 5,274 crorc 
were transacted tn June whtch was higher 
than the previous two months’ repo deals 
(AppendixTable) Besides the high call rates, 
the rising yield structure also prompted the 
operators to do repos to use the money to 
buy government bills and setuniics while 
prices had fallen These weic also rollover 
ol some repos, reflecting attempts by investors 
to ndc the yield curve 

An interesting development in the repo 
market relates to the initiation ol the repo 
transactions on the NSH screen on June 24, 
as explained earlier 

YulJ Cutset 

As IS evident from the above paragraphs, 
during June the yield curves tor the 
government paper have been generally 
inverted On a single day on which maximum 
number ot securities transactions took place 
(June 28), 364-day TBs were traded with 
YI Ms ranging Irom 15 06 per cent to 14 18 
per cent but the lour government securities 
traded on that day had YTMs moving upwards 
with ascending order ot maiuniy (Graph D) 
The average picture lor the last week ot June 
shows 7ig-/ag mtivemenis ol YTMs. but 
generally shtiwing a flat yield curve (Graph 
T) But tiK* flatness ot the curve stands out 


witen weighted df YrMs tdd 

considered for tdt' the five wedu of lime 
together (Graph F). 

The public sector undertakings (PSUs) 
have been quite active on the bonds market 
for the past couple of years With the 
government virtually stopping the 
contributions made by it to the PSUs the 
PSUs have to approach the market to meet 
their needs lor funds Total slock ot PSU 
bonds market at the end of March 1995 was 
ot the order of Rs 40,000 crorc Also, at a 
time when the government itself is the largest 
borrower and liquidity in the system very 
low, the PSUs have little choice but to pay 
a very high rate of interest All of their bonds 
arc currently being pnvatcly placed with 
banks as bulk investors While the fresh 
stock ol taxable bonds is being issued at 
16 25-16 50percent, in the secondary market, 
the rates arc even higher at 16-18 30 percent 
PSUs such as Hydel Power Corporation 
were also reported to be inviting bids for a 
bond issue otRs 100 to Rs 200crorc NTPC. 
FFCI, and NHPC had also expressed 
intentions ol raising funds through taxable 
bonds in the range of 15 5-16 per cent The 
market however did not come forth 
immediately to invest in these issues and the 
issuers were essentially wanting to test the 
market 

PSU Bonds 

However twopnmaryissucsot PSU bonds 
which have dominated the market tor some 
days now are Irom IFCI and NPC IFCI 
issued a 14 5 per cent two-year bond worth 
ot Rs 200crorc which was subscribed up to 
only Rs 60 crorc, while the NPC’s five year 


'jler'i 

oveisubscdbed to'the tune at Its 60 ciofib. 
The failure of (PCI issue reflects, despite its 
offering a front-end discount and graded 
redemption premium, the market's appetite 
for a much higher return as the yield on 
government sccuntics had gone beyond 14 
percent in the secondary market and tor PSU 
bonds (taxable), beyond ISpercent Inordcr 
to attract lonabic funds, PSUs are also found 
providing various incentives, though they 
are generally plain vanilla issues (regular 
fixed coupon bonds with pre-determined 
maturity), they otter tmnt-cnd discounts, 
graded redemption premia and generally put 
and call options 

in the secondary market, ihctrading volume 
picked up sizcably compared to earlier 
months, with tax tree bonds Heing sought 
after by investors While the supply ol tax- 
free bonds were absorbed by the market the 
taxable bonds suffered Irom selling pressure 
and a majonty ot deals passed through at 
increased interest rates ot 16 5 per cent to 
18 3 per cent 

Commertta! Paper 

The month ol June witnessed 
considerable revival in the CP market - 
primary as well as secondary Besides the 
coiporate borrowers the NBI Cs with the 
banks acting as conduit have emerged as 
active issuers in the primary CP market, 
as the former earn a spread ol 10 per cent 
in their lending aclivilics in consumer 
finance and also to take advant.'ige ol Ihc 
anomaly ot stamp duly structure in 
Maharashtra. CPs placed with banks carry 
a stamp duty ol 1)05 per ceni which 


Tabu 5 Opfkaiions nr Nationai St<x ic Ex( han<,l (NSE) inrWNc, Ji ni IWS 
tXiscnplors _ Week Ending June Amount in C ror e ol Rupees _ 


30 __y_ _16__^_ To t al duniiK J une 


Order Actual 

Order Actual 

Older Actual 

Order Actual 

Order Actu.il 

Traded 

Traded 

Traded 

Traded 

Traded 

Huy Sell Amount 

Buy Sell Amount 

Buy Sell Amount 

Buy Sell Amount 

Buy Sell Amount 


1 Treasuiy hills 
















I ) ‘tidaybills 

II ) 364 day hills 

Suh lol.ll Traded 

It) (M) 

10 (X) 

lOtX) 

60 tX) 

40 (X) 

40 00 

35 41 

35 41 

3'i4l 

40 (K) 

40 (X) 

41) IX) 

41041 

342 41 

367 41 

value 

2 Dated securities 

It) (X) 

10 (X) 

10 00 

60 (X) 

40 (X) 

40 (XI 

35 91 

3541 

3S4I 

40 (K) 

90 (X) 

40 (X) 

41041 

342 41 

367 41 

A GOI securities 

I) Concerted 

104 76 

104 76 

104 76 

246 60 

226 60 

141 60 

72 17 

62 17 

62 17 

5-> (X) 

53 (X) 

53(X) 

S43 13 

513 13 

428 13 

ii) Regular 

7 31 

7 31 

7 31 

6 35 

6 3S 

4 3*) 

8 00 

5 00 

5(X) 

2 35 

2 3S 

2 3S 

25 26 

22 26 

20 26 

III) Zero coupon 

3 60 

3 60 

tW) 

10 (X) 

20 00 

10 (X) 

500 

I5(X) 


5(X) 

10IX) 


23 60 

48 60 

1360 

iv) Repo 

44 (X) 

44 00 

44 00 




- 

- 




- 

44 IX) 

44 (X) 

441X1 

B Slate govts slocks 
Sub total Traded 

0 25 

0 25 

0 25 




0 74 

0 74 

0 74 



- 

1 74 

1 24 

1 24 

value 

3 PSU bonds 

164 42 

164 42 

164 42 

262 45 

252 45 

155 95 

85 91 

82 91 

67 91 

60 35 

65 35 

55 35 

637 73 

624 23 

507 23 

i) Tax free 

2 30 

2 43 

2 30 

10 15 

10 15 

10 15 

109 

1 09 

097 

15 46 

IS 56 

1546 

108 94 

109 17 

108 82 

II) Taxable 

Sub-total Traded 

25 40 

37 40 

25 40 

8 02 

7 52 

7 52 

23 50 

23 so 

23 V) 

II 15 

14 15 

7 15 

84 07 

108 57 

84 57 

value 

27 70 

39 83 

27 70 

18 17 

17 67 

17 67 

24 59 

24 59 

24 47 

26 61 

34 71 

22 61 

148 1)1 

217 74 

143 39 

4 Commercial papers 

I0(X) 

700 

700 

34 (X) 

31 00 

31 (X) 

loot) 

I3(X) 

10IX) 

lOIX) 

8 00 

6 00 

10200 

84 IK) 

84 00 

5 Debentures 

- 



0 44 

049 

0 44 

010 



1 50 

1 50 

- 

3 33 

2 48 

04V 

blDr^lB 

0 10 

0 10 

0 10 


- 



- 



- 

- 

0 10 

0 10 

010 

7 Ccitificates of deposit 50 i)U 

50 00 

50 (X) 




- 

- 

- 

- 

- 

- 

50 (K) 

50 (X> 

50 00 

Grand total (volume) 

262 72 

271 85 

259 72 

375 61 

342 II 

245 '1 

15651 

15641 138 24 

188 46 

144 56 

173 96 

1402 08 

1381 46 1203 12 


(-) No trading ID OMNI Bonds IB Institutional Bonds @ Including data for the wixk ended June 2 
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dtATrtC: ANNUAUseiiClMLy 6^MofnK'Fd«w«» Aumm m PAcem-Aon 
FOR THE US Dollar im The Domestic Inter-Bank Market 



Working djy\ 


Graph E Yiiio Ci'Rvrs ior T64-Day Trcamry Biixs and Dated 
SlU'RiriLS - Wl KiHTID AvI-RAGE 
FOR THE I AST WllK EmiFO Jl'NF M), 199^ 



’-1^ /baled Securities (Last malunty in 2005) 
•s.L _ - ^ ^ ^ 


Period lo malunty in ascending order 

increases by five times to 0.25 per cent if 
placed with 'other than banks’. Banks 
encourage the placement of CPs of shorter 
maturities and offload these CPs in the 
secondary market at attractive pnce^mainly 
to escape the provision of capital adequacy 
norm while simultaneously earning a 
reasonable spread over and above the 12- 
13 per cent call money rates. Further, the 
factors like liquidity scarcity, delinking of 
cash credit limit, alongwith banks' 
reluctance in reviewing cash credit limit 
have propelled the corporates to rely on 
CP. As a result, their rates of interest are 
found to have shot up sharply. For instance. 


<jKAtM Ot Ytau) Curve ret 36*^Dav Treasurv Bilu ano Dated GOI 
SBCURrnEs; Transactions on One Day (June 29, 199.5) 



Period in malurily in ascending order 


Graph F Yiei d Curves for T64-Day Treasury Bili s and 
GOI Securities - Weighted Average for June tO. 1995 



Penod to maturity in ascending order 


Jam Irrigation raised Rs IS crore at 15.5 
percent, ArvindMillsRs IScroreat 15 10 
per cent, and Kotak Mahtndra Finance Rs 
IScroreat 16 5 percent and again at 17.25 
per cent towards the end of June. 

In the secondary market, the trading 
volume in CP leap-frogged substantially 
during the month At the National Stock 
Exchange which accounts for about one- 
third of total secondary trading in CP, the 
trading volume increased to Rs 84 crore 
in June - more than the total trading volume 
of the preceding three months. Further, 
contrary to the earlier trend of selling 
pressure dominating the demand, the month 


under reviewed experienced demand 
outstripping .supply of CP (Table 5) 

yVCDi 

Apart from CP, many big-siTe corporates 
like Videocon having investment projects 
under implementation prefer not to tic 
themselves up with high-cost long-term 
borrowings from lerm-tinancing 
institutions on the perception that the 
present rates of interest for such borrowings 
are unduly high and that they would comc^ 
down. Instead they offer non-convertihlij 
debentures for short-term durations of 
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Week Pnding June IDDS Yield lo Malurilv on Actual Trading 



Total tor the Month 
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months III IS iimnihs ai sush Inch Mies ol 
iniciesi Is 21 In 22 per eom hrmevci, Ihey 
would like hanks noi to insist on Ihe 
ilisiiplinc ol maxiniiim pciinissible bank 
linaiiu- (MI’llI ) 

/(/)i dnhr (oipoiau /)(/iiiwrs) 

The letsnl large scale del mils in the 
1C I) repavrnenis base daippened (he 
ac (IS dies and made the investors wary As 
a lesiili the interesl rates have increased 
to as ii'uth as 26 per cent hiiriher. 


the investors have started insisting on 
hankers guarantee anil collateral ol 
shares 

Cl)\ 

Some ot the new priViUc sector banks 
like Global Trust and UTI Bank are 
attempting toaltiacl letttl nates ol deposit 
(CDs) at even IS S percent which implies 
an etieclive cost ol over 18 per cent The 
primary market .s expected to gu a lillip 
lollowing the relaxatioit in the stipulated 


condition of credit rating ol CDs Irom 
PSUs by Ihe government However, the 
other two conditions, such as adherence 
10 capital adequacy norms and minimum 
paid-up capital ot Rs 100 crore icmaincd 
unchanged The last week ol the month 
saw considerable stryi-up in the 
secondary market trading in CD worth 
ol Rs SO crore at 16 I per cent (Table S) 

l,Sialisiical computations for this paper were 
undeitaken by V P Prasanth ) 
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UITAR PRADESH 

B JP’s Moves under Cover of BSP Government 

Amaresh Misra 


The BJP li trying to instigate ‘low intensity’ sectarian conflicts, especially 
between the hai kssciid c astes and Muslims 


AS expected. Mayavati was able to prove 
her majority on the llooi ol the DP assembly, 
liter all thchigh drama involving the speaker 
ind the governor which saw consiitutimial 
pioccdiiies and norms being sacnliced once 
igain at the altar ot political exiiccitcncv In 
UP a clear cut baiilc ot nueiesis is going 
on The row between the governor ,ind the 
speaker was no exception it was <i light 
between two parties pushing their partisan 
interests In the political ecjuations now 
prevailing the C ongiess has developed an 
inltrcsi in keeping Mulayam Singh out of 
power which means ensuiing at least lor the 
lime being the suivival ot the BSP chicl 
minister Hence the cxtr.ioidinary roleplaved 
bv the governor in peisonally ensuring that 
the proceedings ot the isscmblv moved in 
I certain chicclion 

The show ol strength itscll passed oft 
without much tension with Mulayam Singh 
boycotting the proceedings and walking oil 
with a majoiiiy ol his legislators a splinter 
SP group voting lor Mavav iti and the 
Congiess abstaining I here was a split in the 
lan.ita Dil also V P Singh s attitude all 
thiough w IS to keep equidistance Ironi the 
warring camps while showing soilness 
towards the dalit chief minisici ThcJOsiale 
chief was expelled liom the paitv lor 
lollowing one side ol the V P Singh line 
Mulayam Singh was worsted as he was not 
able to present himscll as a victim ol cither 
parliamentary manipulation or an unholy 
political alliance He tailed to make a 
substantial public issue out ol the recent 
happenings His eltorls are revolving solely 
around power politics and here hrS'is gelling 
increasingly marginalised His response to 
the defeat in the legislature was a delegation 
to the president in Delhi and his response 
lo the crackdown on his supporters by the 
chief minister was a meek protest At a time 
when scores ol .SP supporters are being 
made a direct target through a personal 
campaign by Mayavati, Mulayam is tailing 
consisiently to highlight any pressing issue 
that can go against the government Among 
the people at large his regime is still seen 
as one ol repression and goonda raj because 
ot which there is apathy even in sympathetic 
quarters 

It is quite clear that any re-emergence of 
Mulayam Singh is unlikely lo take place on 


the old planks ot backward castes and power 
politics Alter more than a year ot the 
Mulayam regime and the going over ol the 
BSP to the BJP dalit OBC politics stands 
severally impaired Even more importantly 
the very political tactics’ which had 
projected the capture ol political power by 
the lower c isicsasanieansotanewcletloral 
combination capable ol replacing the 
traditional parlies has lost its potency Caste 
became during the SP BSPregimc.abvword 
tor mafia raj and a means tor the upward 
mobility ol criminals .ind the neo iich liom 
within the backward c asies and dalits I hese 
new power groups were from the beginning 
ill equipped to light communalism or 
measures like the Congiesv-sponsorcd NEP 
Politically they wcic opportunists wanting 
a share in power and ideologically they were 
true neo brahmins interested in supple¬ 
ment! ng their identity with renewed sec larian 
appeals and tendencies prone to an alliance 
with brahmiiiical lorccs and the BJP 
Mtil.iyam himsell had gone on a spree ot 
declaring himsell to be i Sanatani Hindu and 
touching the leel ol brahmins during his 
duel minisieiship fheneo brahminicalium 
ol the BSP came as i culmination ol a 
process which exposed its true class and 
ideological characlci as also the tael that the 
backward power groups were now integrated 
within the esuiblished biahminical power 
siiucturc and could not he relied upon to 
combat communalism The opium before 
Mulayam Singh therelore is to reconsider 
his political tactics even il only to win back 
lost initiatives 

Belorc the present regime however 
containment ot Mulayam Singh is the mam 
agenda and this uniting factor is at present 
overriding all other considerations 
Ditterences between the BSP and BJP have 
come to the tore over the recent proposal 
ol the Mayavati government aimed at 
granting 10-IS per cent reservation to the 
Muslims in the state The B.SP had raised 
this demand previously also, but its revival 
came at a time when there was a widespread 
perception about the BSP working under the 
direction ot the BJP Its timing appeared to 
be meant more lo take the pro-BJP locus 
away Irom the BSP The move was followed 
by VHPand BJPissuingstatementsopposmg 
the move The controversy suits the BJP as 


much as it does the BSP, as it also serves 
to take the pro-BSP locus away from BJP 
and calm down the anxiety ot its supporters 
The tnction is operating through a tacit 
understanding between the two parties since 
both stand to gam Fhere is more at present 
that IS actually uniting the combine the 
campaign against the SP has only )usi 
gathered momentum the hold over the 
administration is as yet tenuous and both 
parties have yet to consolidate I he gams they 
have made through the capture ol power 
Any govcinment instahilitv will be 
counterproductive to their interests besides 
helping Mulayam Singh 

The issue ol reserv ations lor Muslims has 
been in the news tor sometime now and the 
lines drawn over it reveal some pointed 
Icaturcs 1 he BSP has been most vocileious 
about It yet it has consisiently ignored 
demands to implement what is immediately 
possible within the sphere ol the UP 
government vi/ special reserv.iiion within 
the stipulated 27 [lei cent to 7 H per cent 
ol bickwaid Muslims This has been the 
consistent demand ol progiessive Muslim 
organisations like the All India Muslim 
Forum who have pointed out that any general 
reservation policy tor the Muslims will be 
counter prcxJuctive to its backward sections 
who remain probably the most neglected 
and isolated sections amongst all 
Organisations like the (’PI (ML) too 
supported this demand and askcxl the BSP 
lo prove Its honesty by implementing lirsl 
the quota lor Muslim backwards Apart Irom 
the All India Muslim bonim othii more 
traditional Muslim organisations have not 
been vocal inihcconiroversv asii intorduccs 
a diftcreni debate Irom the accepted 
conventions of old style Muslim issues But 
since then under the heat generated over the 
issue BSP leader Kanshiram finally 
announced the implcmenuition ol 8 44 per 
cent reservations lor backward Muslims 
within the Mandal quota with the rider that 
the issue ol general reservation was a di 11 icull 
one because ol the Supreme Court limit on 
reservations 

But for all Us high prolile, the Mayavati 
government seems lo lack confidence Any 
new government which comes to power 
has at least a general policy package to 
which It pays lip service The present one, 
by contrast is distinguished by the fact that 
It has tailed to announce any programme 
till date Much noise has been made about 
crackdown on the mafia forces but there 
has been little real action Theic is an cflort 
to organise Yadav-Gu|ar rallies with the 
tacit help of some shady elements Irom 
within these communities, m ordei to win 
over the backwards Yhc governmeni is 
working on an tui hot basis and seems 
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inienion hC<Hlfig political poinU'ovt^i'tvals 
•ind somehow increasing (he range of 
support (or the BSP What is more, in 
leccnt pionouiKcmcnts any mention ol 
dalils has been singulaily missing, instead 
ihe BSP reccpily made inin li out ol the laet 
that It IS now sonsidsiini: giving seats and 
iiikels lo uppci i.isie politiLians 

I he alien ition ol the dalils Irom Ihe BSP 
IS beginning lounlold indillereni w.iys 1 he 
pool .nnoni’si iheinaiL gelling increasingly 
lestlcss and unconvinced about a dalit 
gosernnieni being in oKice Recently man 
ippaicnt move to assuage clisallection. 
May.ivali ease some assurances legarding 
the gr.inl ol I ind lo dalils Sei/mg upon this, 
the (PliMI ) oig.iniscd a number ol 
deinonsii iiioiis in Benaias to demand lians 
let ol land lights and .icliial possession ol 
land to pool ind landless dalits These 
demonsir itions howeser were cracked 
down U|ion and Ihe admimsiialion resulted 
lo l.ilhi c h.iiges ,ind a large number ol arrests 
1 he iiicideiii icceived widespread coverage 
,ill ovei casi I 'P and the support ol the lural 
|sooi loi whom Ihe issue h.is become a live 
one Ihet'PIlMI )h,is also phinned an overall 
progiamnic ol i.iising this issue m order to 
channel Ihe ispiralions ol the c'alits along 
i.idual lines ,iiid elleci a inosenient ol the 
rural poor who have aiisen as a new class 
(orce in the countryside. Such .isscitivencss 
on Ihe pai l ol the mral pixir was .ilso discerned 
bv a leceni survey sondiicled by the 
CPU Ml ) s siudent wing the ALSA in the 
state scountryside II was louiid that contrary 
loihe prognosiK alions o( the end o( the land 
question es|iecially alter Ihe rise ol the 
intermediate caste (actor in poliiics il is 
still the main issue in the couniryside Vast 
tracts o( land aie held by landlords (eudal 
piaclices like paying abysmal wages o( 
Rs2and l/2kgot satiu’areiampanl'usuiy 
IS practised on a wide scale and social 
respectability lorthedalilsisachimera The 
survey outlined the rise o( the rural pcKir .is 
a class (orce in its own right coupled with 
the use o( a neo iich peasant class Irom 
within the backw.iid s.istes Ihe TPIlMl ) 
has announced a peasant conlerence on a big 
scale in October It .ilso organised a 20 day 
exposuie c.unpaign aimed at the BJP BSP 
regime to piess home the need (or a genuine 
lelt democratic .iltern.iiive to (ill the present 
political vacuum ag.imst tlie backdrop ot the 
renewed thicat ol a BJP comeback 
The leehng that a vacuum is persisting 
despite the new goveniment in oKicc is also 
due to the continuance ol the anaichy ol the 
Mulavam Singh days It is linding an outlet 
in various directions but ol late a disturbing 
Icature has emerged m the (orm ol a numbci 
ol incidents with a communal tone A 
communal not niasieiniindeci by (he RSS 
,ind aimed at splitting the backwards Irom 
theMuslimsoccurred.it Phulpur.Allahab.id 
in the list week ol June which lelt scores 


dwidamjmjuf . , . 

government rcmalM mute speett^on. while 
Muslims were harassed and Yadavs were 
incited over a trifle matter The SP played 
into the hands ol the RSS by tanning Ihe 
issue and iiliimalely going on (hcdeicnsi vc 
In another incident at Kunda Pratapgarh, 
a hiutal mass attack on Muslim homes 
took place uiidei (he direct tutelage ot a 
local indcpcndcnl upper caste MLA 
Ideologically close lo the BJP In the 
incident, which was part ol a vendalla by 
some local supporters ot Ihe MLA against 
some Muslim youths, more than 20 houses 
were but nt down completely and Ihe rioters 
looted everything For a whole day there 
was no .Ktion Irom the police Alterwards 
(our bodies ol women victims were lound 
llo<iling in the Ganges There has been 


mlriikter of the BSP hatt the '< 
and the eompensation ottered htut been 
meagre 

Indeed, these tncidcnts retleci a pattern ot 
leudal-rcaclionary forces increasing their'*^ 
assertiveness There are reports that 
elsewhere also the BJP is trying lo instigate 
Tow-intensity'sectarian contlicls. especially 
between the backwards and the Muslims 
There are also leais ot nots and violence and 
in all (his It IS clear that the BJP is subtly 
pushing lorward its agenda under the cover 
ol the new government The BSP may be 
thinking ot deriving some hcnelit by 
appearing as the protector ol Muslims and 
dividing the backwards, but yndcr its rule 
the stale is moving towards a tresh outbreak 
ol communal tension 
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Empowerauait 

•Fate ot R^lasthan’s Satfains 

Gautam Navlakha 

The recent decision to phase out the Women’s Development Programme ip 
Rajasthan is in a way a sign of the state's recognition of the enormous 
potential of women's empowerment to challenge entrenched power 
structures. 


THE struggle of the 'sathins’ (village level 
workers of the Women’s Development 
Pi jgnunme) in Rajasthan for belter working 
conditions and salanes is a comment on how 
the class and gender bias embedded in a 
programme surface from underneath the 
veneer of hyperbole And they bnng to mind 
what Marx once said about Luther that he 
“overcame the bondage of piety by rep-latmg 
It by the bondage of convicaon Heshaiteiod 
taith in ajthoniy because he restored the 
authonly of faith” So long as the sathins 
weakened the local authonly words like 
‘empower’, 'equality', ‘sisterhood’, ‘solidanty’ 
did not acquire their full iropoit Nosoonerth^ 
began to mtenogate their role in the WDPthey 
discovered that their defiance was considered 
a threat to the authonty of the government 
The ‘hon-formal’ post of sathin was created 
in the SIX districts of the state in 1984 when 
It was felt that grass roots acti vist was needed 
to look after the welfareot women in villages 
WDP had as its pnncipal aim to * empower 
women to recognise and improve their 
social and economic status” The expansion 
of the programme by the government in 
1990 in no way changed the inherent nature 
of employer-employee relationship 
Therefore when the women workers 
protested, organised and began their struggle 
for decent and fair compensation tor their 
work and secunty theofficialsdideverything 
possible to quell it Failing this they dec ided 
to ‘phase out' the institution of sathins itself 
'The department of Women and Child 
Welfare at a meeting held on January 1,1995 
took (tecisions which were to be conveyed 
to the Steering Committee It was decided 
thirt hoDoranumbeinggi ven tosathins should 
now be given to the Mahila Samooh 
(women’s cluster), that an age limit be fixed 
for sathins, and that those women who have 
convicted five years of work as sathins 
should be ‘{biased out* The minutes of the 
meeting says that “were all sathins tp be 
phased out at one go It would create problems 
Therefore at a time hundred sathins should 
be phased out and that in this connection 
separate orders arc bemg issued”. In fact the 
minutes suggest that a drasum had already 
been taken on November 4, 1994 
Sathuis were supposed to look after gram 
(village) panchayat (at places a gram 
panchayat covered four to six villages) 


nKitivating people for literacy campaigns, 
against child mamage, dowry and drug 
addiction, encouraging women's paitKipation 
in activities such as agnculturai extension 
programme, installation and repairs ol 
handpumps. immunisation, working against 
violOKe on women, helping in revenue and 
admirastration camps, rural housing schemes, 
family planning, implementauon of PDS, 
payment of miramum wages, etc, and for 
which they were enbtled to a meagre monthly 
honorarium of Rs 200 which was increased 
to Rs 2S0 in 1988 At this early phase of 
the programme argument was that were the 
sathins to be paid wages/salanes the work 
would get defined by someone else and the 
relationship between the officers and the 
woimn workers would become that ot master 
and servant Theretore what was needed is 
flexibility and letting the sathins decide the 
kind of work they want to do, issues to be 
raised, and how to raise them Thisostensible 
'openness' thus became a noose around the 
neck ot the women workers since they were 
neither entitled to minimum wages, service 
conditions according to procedures laid down 
by law, nor protection as government servants 
when faced with intimidation, harassment 
including physical attacks 
Officials now argue that since each district 
has roughly 1,0(X) villages and that sathin- 
based programme can only reach 100 or so 
It IS necessary that benefits under WDP also 
rcachtherest Itneveroccurredtotheauthonbes 
that if they were concerned about the villages 
not covered by WDP then they ought to have 
worked towards expanding the programme 
with increased budeclary allocations 
The decision is to move sathins every five 
years to another village In addition it is said 
that in villages there should be a Mahila 
Samooh, (women's cluster) of five women 
and satbin’s job should rotate between them 
each year The targci-onented approach 
becomes evident from thev insistence that 
sathkm eannot be ‘illiterate’ whereas the 
WDP programme plan had talked of 
employmgeven ‘illiterate’ women if literate 
wortcers could not be found At a meeting 
held on Apnl 10 the director of WDP told 
sathins that five years was sufficient for 
developmem work m a vilUige In any case, he 
sud that they were neither pwmanentempl- 
oyBBanorgo v em m ent servaen. inacemvoluted 


to be t^pindhM CM Aa 
On April I? stthins held adhama in front 
of the assembly. Tfie minister for women 
andchild welfare, Narendra Kanwar, director 
J C Molumty and other officiids consented 
to meet them When asked whether the 
government had taken a decision to do away 
, with the post of sathins they denied any such 
^ decision since there is no post ofsi^ns, 
' andwomenwofkersarevolunteers However, 
when union leaders were explainiiig why 
doing away with the post of sathins would 
be d^menul for women especially now 
when for the first time large numbers of women 
stood for and won panchaytt eleciiaas. The 
minister is rqwited to have said that sathins 
cannot occupy two posts. When pomied out 
if this meam that there is such thing as a post 
ofsathin there was silence The minister was 
nonetheless of the opinion that older and 
illiterate women cannot be kept as sathins 
and that sathins should teach stitching, 
making papads, opening accounts and 
helping with FP Facing a bnckwaJI of 
evasion sathins decided to sit in a dhama 
until the CM agreed to see them The uiibal 
reaction of the CM was to claim that he was 
far too busy to meet anyone Thus for the 
first time women sat through on a night l<»ig 
dharna in the front of the assembly Since 
thiscould prove to be politically ranbarrassing 
the CM then sent a message that he would 
see them next morning, on April 18 When 
the sathins entered his chamber he was 
speaking on the telephone enquiring about 
the file on sathin and trying to find out what 
were the issues He then told them that be 
would look into the matter and had asked 
for the file suggesting that there was no need 
for any further discussion What the CM 
forgot was that this was not the first time 
he had taken recourse to such a suategem 
The sathins pointedly told him that in March 
1990 and subsequently in Apnl 1994 he had 
seen them and assured them that he would 
call forthe flies Since nothing had happened 
and now they faced the direat of losing their 
jobs they could no longer believe him They 
wanted to know that if the govemnient had 
draded to do away with the post of sathins 
then why were they given the assurance on 
Marchs by the WDP officials that the- 
government had agreed to increase their 
honoranum from Rs 250 to Rs 500per month. 
Some of the sathins tok) him that thiy had been 
BJP supporters and had expected him to be 
sympathetic He promptly said “ot course 
I will help you” Th^ angrily told him that tfa^ 
wanted no special favour i^ that be should 
do something for all the sathins Thera the 
matter stands 

TkB PROORAStMB 

Sathins under the WDP have so far existed 
in a twilight zone of being and yet not being 
government employeea. The nature of thev 
wofk makes them the grass roou level worker 
co-ordmaung various devek^ment woik of 


the government especially those related to 
women and children (mainly female child) 
This tormal institutional arrangement was 
based on the isstimptiun that public lunds 
are me ini to be used lor public benefit 
Lest wc loi j et as late as mid 1980s the centre 
ot gravity tud not shilled to link the lulling 
bick ol govi inimiii to culling down welfare 
expenditure Sinei such is the cuirent lad 
pros idings iihinstlie benefits as government 
tmployecs IS not just unattractive it is less 
aecounUible being iKin formal ,ind at the mercy 
ol eoniingeni bcncvolcnee ol well meaning 
pci sons 

I he WDP Piojt cl proposal (Department 
of Rural Deselopment and Panchayali Raj 
Government ol Rajasthan May l984)eould 
thus unblushingly pileh the programme at 
I high noie 

It does not rcijuiie much sensitivity to 
realise the apathy and injusliee to which 
women ire subjected 1 hey have to learn 
the harsh lacts ol file without the 
opportunity lor schooling they work 
without being recognised as workers and 
ihreHighoiit lilc they are expected to lollow 
the commands ol men the fathci the 
husband and sevi (p 18) 

How was this to be broken' It was said 
that Development is i notion which dem inds 
a ejualitative shilt in the ittitiidcs ol the 
jieople involved to genciatc experience 
which laeiliiate altered jxrceptions ol the 
sell in our eollcetive strength laith in 
solidarity and sisterhood born ol sharing all 
those moments ol personal pain humiliation 
the years ol silent sullering and moments 
of happiness (and) jxisitivc perception ol 
a women s own identity in a larger social 
process * And therelore WDP was seen as 
a three tier relation a structure which will 
have the inner strength and gi ass roots linkage 
of voluntarism the security and stability ol 
government and a continuous incorporation 
of critical icflcetion from research bodies 
I he very tormulation provides an insight 
into current conflict Because 'alteied 
perceptions arc to be achiev ed ojicrationally 
by a structure in which actual work was to 
be undertaken by the sathins although they 
were not expected to play any role in 
influencing the larger social process nor 
was It even conceived thit these women 
workers could also provide cntic.il reflection 
This was a Usk reserved lor the employers 
And yet the ' pnncipal aim of the WDP is 
to empower women Within this overarching 
objettivc the specific aims were amongst other 
things said to be ‘to identify programmes 
and to cicatc mechanisms tor conveying these 
programmes lor the benefit of women” “to 
ensure a clear locus on families from poverty 
groups and on women who have suffered 
disabil ities due to scKial oppression and physical 
disadvantage ‘child welfare is inseparable 
from women s development” ‘1o create i 
machinerv which will evaluate, support and 
animate the base level centres and will secure 


the support of vuious govenunent agencies, 
credit institutions, volunlaiy agencies, etc” 
Significantly WDP was “not intended to 
take ove’^ the responsibility of implementing 
these programmes (which aim at ameliorating 
women s problems)”, but to “improve 
women s participation in these programmes 
and cl lecti vely monitor the extent to which 
benefits ictually accrue to womcn“ As a result 
It was clearly felt that ngid and excessively 
defined functions can hamstring the workers’ 
However an evaluation ol the woik ol 
sathins lor 10 years from 1984-85 to 1994 95 
IS in lorin ol achievement of 45 items, as 
though ihe sathins were supposed to be 
rcsptinsiblc for implementing government 
programmes There was no attempt to 
undertake an objective non target oriented 
work evaluation in accordance with the 
objec ti ve and aims ot the WDP The attempt 
was to downplay the object i ves and to elevate 
targets in order that the work ol these 
organised women workers would appear in 
poor light hor instance a report of a meeting 
held on bebruary 13 ol the distnet WDP 
Jaipur brings out the shil t in perspet tivc and 
nature ot working when it says that m J.iipur 
district 18 000bank accounts must be opened 
and sets a taigct of 2,000 bank account lor 
each Pracheta (supervisor) The same rejwit 
also shows a commandist approach typical 
lorbureaucr Its inconncction with and child 
marriage campaign when it is slated that in 
the child marnage prohibi tion campaign three 
jeeps would be employed with thuc 
pr,ichctas scout guide boys and girls who 
still stand and shout slogans put up posters 
in villages and wnte slogans 
That there is an clement ol coercion even 
in the beginning was clear Irom another 
instance The district WDP Ajmei lor 
instance issued an order to prachetas on 
March 15 1991 that stated regarding family 
planning that you must ensure together 
with your sathins that the targets laid down 
in the national piogramme (for fP) arc lullil 
led or else we would be compelled to take strict 
action against you” (translated Irom Hindi) 
This shift in the WDP programme became 
more pronounced in the late 198()s with 
emphasis being not on grass roots issue but 
implcmcntaliun ot government schemes 
Performance began to bejudged in the form 
ol tangible results especially to fulfil 
population control targets The pressure was 
put on the pracheta (supervisor) who was 
incharge of 10 centres each headed by a 
sathin to provide results 
It was the prachetas who took the first lead 
in forming an union The process of 
unionisation lor sathins began in March 
1990 when demand for an increase in 
honoranum was raised Until then they were 
receiving an amount of Rs 200 But their 
demand led to an increase of Rs 50 per 
month Since this was an act of tokenism 
by authonties it did not take long before 
trouble erupted In December 1990 sathins 
IromKekn.Ajmerdistnctformedawomen’s 


group called Kekri Mahila $aihooh 
(Ironically WDP had objected to formation 
of KMS in 1990 as undermining the work 
of sathins only to demand that by 1994-95 
that sathins should be replaced by mahila 
samooh ) Their participation in a women s' 
conference at Calicut was objected to by the 
WDP authorities and led to dismissal of five 
ot them They decided to move the court 
Meanwhile lor the first time idea was mooted 
for forming an union However, the 
authorities decided to crush this nascent 
effort by forcing many of the sathins to sign 
a written statement that they would not 
urionisc This delayed but could not stop ' 
the moves for forming an union which was 
finally registered in January 1993 
The union has 200 formaf members but 
nearly 5(X) arc actively associated although 
they do not or rather cannot afford to pay 
union fees The union is spread over 22 
dislncls Union activists say that until recently 
there used lo be distnet level meetings 
between the sathins working iii one district 
with the prachetas After the meetings sathins 
used to discuss their common concerns and 
collectivcactivitics Ollicialswhonevcrlired 
ot mouthing words like emjKiwcrment and 
participation took offence at union work ot 
the sathins and prachetas In order lo obstruct 
union work and collective action by sathins 
such monthly distnet level meetings ol all 
sathins has been disc onlinucd and groups of | 
live seven arc now called 
So great has been the opposition to sathins I 
forming union that in Ajmer district the | 
project director sent letters to the husbands 
ot sathins warning them that it their wives 
were to go for union meetings then officials 
could not be held responsible if something 
were to happen And they stressed that no 
sathin should be sent outside the v’llages 
unless they received otficially sealed letters 
requesting their presence 
The 11 point demand of the Sathin Union 
relates primanly lo recognising them either | 
as government employees or as industnal 
workers entitled to minimum wages and j 
other perquisites accordingly - secunty ol, 
tenure, protection against violence against 
them etc Instead of meeting these demands 
ot ticials of WDP took recourse to subterfuge 
Otticials told sathins on March 8 at a 
Women’s Day programme in Jaipur that 
they would soon get Rs 500 salary They 
had already taken a decision in January to | 
phase out sathins by restncting their terms; 
to five years and giving the amount given i 
to sathins to the mahila mandals for them ; 
lo spend collectively Such underhand 
methods were also the experience of sathins 
when they j^-otested against rape, molestation 
etc For instance when sathin Bhanwan Bai 
ofBhaten village tnJa*pur was raped because 
of her campaign against child marnage, the 
authorities not only refused to prosecute the 
men but tned to purchase her silence by 
offering money No action was taken against *1 
the panchayat member who attempted to 
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rape sathm Manju m Mahendngarh village 
The threat to kill sathm Etaasi in Ajmer for 
raising the issue of attempted rape of a 
woman in the village did not see the 
authonties take any action against the men 
Instead it was claimed that the role of sathins 
had become controversial' A case was cited 
ot leaders of 39 panchayals in Bassi block 
ol Jaipur district who had resolved not to 
CO operate with the sathins until one ot them 
Bhanwari Devi withdrew her allegations It 
was also claimed that since WDP had 
envisaged voluntary participation and 
avoided creation ol government employees 
the very objective ot the programme would 
be lost were it to accede to their demands 
Although the reality olagovemment funded 
programme meant to empowei women only 
to end up exploiting the women workers is 
completely lost on them 
When live sathins and a pracheta were 
dismissed from services in 1990 following 
their participation iii the Calicut Women s 
conference the argument advanced was that 
they could not do so without the approval 
of the WDP authorities The dismissed 
women then approached the Rajasthan High 
Court for reinstatement (SB Civil Writ 
petition No 2901/91 in the high court bench 
ol Judicature lor Rajasthan at Jaipur) On 
March 10 1992 the high court in Ihcir 
judgment pointeo nut that they are carrying 
out the programme organised by the 
government and is (sic') working as a village 
level worker Mahila Vikas Kendra are rut. 
by the government for the people and under 
the overall supervision ot the collector ot 
the district under the guidance ot the 
department of rural development and 
pant hay ati raj government ot Rajasthan It 
IS true that no service rules have been framed 
for sathins Having worked tor more than 
tive years petitioners services cannot be 
terminated just by a stroke of pen without 
observing the principles of natural justice” 
The court also ordered that they be ' taken 
back on duty immediately But such is the 
disregard for judiciary the authorities three 
years after this judgment have yet not 
complied Interestingly, sathins were until 
199() chosen by the gram panchayat And 
village women workers who were dismissed 
from their jobs received support trom the 
gram panchayat who pointed out that if they 
were consult^ and their choice was accepted 
for appointment of sathins they ought to 
have been consulted regarding their 
dismissal Again instead of rejoicing at this 
awareness of democratic pnnciple sathins 
were not appointed in new distnets instead 
cluster approach was tned out and honoranum 
given to sathins was provided to the cluster 

Continued Relevance of Sathins 

It IS also clear from the assessment of 
actual need that if anything, the crucial 
importance of sathins has not declined A 
fofcwotd for a proposed work programme 
prepared by the drstnet WDP, Ajmer for 


April 1995-March 1996 states as a matter 
of fact “Since women s involvement in the 
1995 panchayat elections and formation ot 
new panchayats, panchayat committees and 
district councils has increased it has meant 
that the responsibility of WDP too has 
increased and with that the area and 
possibilities of work It this assessment is 
correct then rather than shuffling and phasing 
out sathins or moving them once in every 
five years there is need tor enhancing the 
budgetary allocation so that more gram 
panchayats are brought under the scheme 

As employer WDP had ceitain res 
ponsibility tor protection and wcllare of the 
women workers The sathm is the contact 
person for all government departmen's 
payments come trom the government and 
their appointment letters are issued by the 
government Fach sathm has had to light 
with her lamily kinship group village, and 
It has taken them years to acquire social 
acceptance and credibility For instance, 
social custom laid down that lower caste 
women could not wear shoes and walk 
through the village Besides women were 
not permitted anywhere close to the panchayat 
and had to accept whatever decision that were 
taken Government support helped in 
enabling them to challenge local authority 
In several disiiicts sathins have succeeded 
in motivating women to contest panchayat 
elections And now just when these women 
are all set to take their struggle to a new 
forum they are being phased out 

To persist year alter year with their work 
tor which they received a pittance and face 
all kinds of opposition meant tremendous 
commitment and willingness to take risk 
Ironically the very tact ot their interrogation 
ol social conditions within w'hich they 
worked and their rebellion against the WDP 
authority is born out of their involvement 
in the development il work itself If the WDP 
authorities had any sincere commitment to 
the objective of empowenng women then 
rather than phase out this programme they 
ought to work for its enhancement and 
appreciate the success of the work undertaken 
by the sathins 

Sathins were supposed to retain a critical 
involvement in government programmes 
They were not expected to merely accept 
programmes but also to raise issues thereby 
tacihtaung thepartu ipation of village women 
and ensuring that benefits meant for them 
were not frittered away This is best 
illustrated by the manner in which the 
family planning programme was treated by 
the sathins WDP did not oppose FP but 
insisted that it should follow WHO norms 
and not set targets to be achieved WDPals6 
opposed any effort to compel women to 
accept FP in order to avail of any emergency 
relief work In 1987-88 as pan of famine 
relief, employment was provided for women 
but this was linked to women accepting JT 
Sathins succeeded in mobilising women and 
others against this and insisted that proper 


procedures must be iollowed They were 
accused of being anii-naiional since they 
were opposing a programme ot vital 
importance for the nation But with WDP 
now becoming an integral pan of FP with 
questioning of the programme is not 
permitted and sathins are seen as vehicle for 
tulfilling gosernmem targets 
Another issue where targets are set and 
meant to be followed is Mahila Samnddhi 
YOjOa under which if women deposit Rs 300 
every year they are tor receive Rs 375 at the 
end of the year There are targets set for 
the number of such accounts which must 
be opened If these targets arc not met 
explanations are called for Sathins have 
protested against this pointing out the 
inability of poor village women lo make 
lump sum payment ot even Rs 300 and Jhe 
fact that banks do not accept deposits of 
Rs 25 per month If a mindless oflicialdom 
insists on carrying on the chances are that 
this scheme will fail Again sathins have been 
involved with famine relief payment which 
IS made according to measurement ot area 
dug and quality ot earth There is enough 
suipetorconuption Sathins succeeded m their 
areas inensunng that measurement norms were 
properly followed and complied with 
I n a climate where government expenditure 
on law and order and military i ontinucs to 
expand and where rolling back ot government 
has me>int cutbac ks in social well arc allocations 
development is increasingly being seen as 
allowing people to be left to theirown devices 
It IS then an issue between callous government 
and grass roots activities No sooner one 
threatens or questions those in power 
everything is done to bring them to 
submission Since current wisdom equates 
good governance with less governance 
cutting down on social welfare allocations 
acquires an ideological sanctity This is 
also evident from the struggle of the 
aganwadi workers agitating against the 
move of the government to privatise the 
Integrated Community Development 
Scheme Byjeopardiving the scheme itself 
the focus of aganwadi workers has been 
shifted from better working conditions to 
saving their jobs 

Notes 

(This draws heavily from the work undertaken 
by women sgroups in ncihi espciially the ununng 
efioils of Sahcli and the report mentioned above 
But I am especially indebted to Aarti and Kiran 
of the Sathm Union for sparing so much time in 
the midst of their struggle and to Vnnda Grover 
for all her help including comments Needless 
to add I alone am responsible for the (mis Jseleciion 
and (tms)interprclntion of facts ] 

* This was staled in a document entitled , 
Explonnif Poi^ibtlitiet A Review of the 
Women t De\elopment Programme 
Rajasthan and loc cil in Development for 
Whom/A Crttique of Women ^Development 
Programmes Ouober 1991 This is a |OiBI 
icport by women s groups from Bombay ind 
Delhi 
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THE SAKURA BANK, LIMITED 

(Fomicriy known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability} 

BOMBAY BRANCH 


BALANCE SHEET AS AT 3iST MARCH, I99S 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 ST MARCH, 1995 

(OOO's omilied) 

(OOO’s omitted) 

Schedule 

As on 

As on 

Schedule 

Year 

Year 



31.03 1995 

3103 1994 


Ended 

Ended 



Rupees 

Rupees 


31 03 1995 

31 03 1994 






Rupees 

Vtupees 

CAPITAL AND LIABILITIES 


M 

I. INCOME 



Capital 

1 

179.816 


Interest earned 13 

442,5% 

290,167 

Reserves and Surplus 

2 

164,113 

mmm 

Other Income 14 

26,509 

• 27,591 

Deposits 

3 

2.960,337 

2,886.885 

TOTAL 

469,105 

317,758 

Borrowings 

4 

818,129 

108.886 

II. EXPENDITCRE 



Other Liabiliaes aixi 
Provisions 

5 

127,089 

88,554 

Interest expended 15 

Operating expenses 16 

198,029 

25,156 

122,235 

21,228 

TOTAL 


4,249.484 

3,308,604 

Provisions and 







contingencies 

145.270 

101,084 





ASSETS 




TOTAL 

368.455 

244,547 

Cash and balances with 




UI. PROFIT/LOSS 



Reserve Bank of India 

6 

380,517 

491,340 

Net ProfiULoss) 



Balances with banks and 




for the year 

100,650 

73,211 

money at call and 




l^rit(Loss) 



sbrnt notice 

7 

202,766 

14.71i6 

brought forward 

78,577 

80,820 

Investinmts 

8 

1,157,657 

2,289.539 

97iA32 

TOTAL 

179,227 

154,031 

Advances 

Fixed Assets 

9 

10 

1,612,868 

38,347 

IV. APraOPRIATIONS 



35.022 

Other Assets 

II 

183,983 

117,831 

Transfer to statutory 
reserves 

20,130 

14,642 

TOTAL 


4449,484 

3,308,604 

Transferred to Capital Account 

58,569 

39,071 



- . ■ ._ 

Transferred to Hcil Office 
Balance earned over to 


21,741 






Conungent Liabilities 

12 

3,497,569 

1.111,223 

balance sheet 

100428 

78477 

Bills for Collection 


724,467 

86.990 

TOTAL 

179,227 

154,031 

Notes to Accounts 

17 



Notes to Accounts 17 



Notes and schedules to the accounts form an integral part of the 

Notes and schedules to the accounts form an integral part of Ptofit 

Balance Sheet. 




and Loss Account 



As Our Report of Even Date Attached 





For and on behalf of 




For THE SAKURA BANK, LTD. 


KHIMJI KUNVERJl A CO. 




Sd/- 



Chartered Accountants 




M. Mokumoto 


Sdf- 




General Maiuger 


[Shiyji K. Vikamsey] 




-A 



Partner 




Chief Executive Officer in India 


Bombay 

Dated: 3 July. I99S 
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THE SAKURA BANK, LIMITED 


(Fonnerly knmii as HIE MITSUI TAIYO KOBE BANK, LIMITED) 



(Incorporated in Japan with Limited Uabiltty) 





BOMBAY BRANCH 



SCHEDULES TO BALANCE SHEET 

(OOO's omitted) 

(OOO’s omitted) 


As on 

As on 


As on 

As on 


31 03 1995 

31 03 1994 


31 03 I99S 

31 031994 


Rupees 

Rupees 


Rupees 

Rigiees 

Schedule 1—Capital 



Schedule 5—Other UabiUlks 



Untemitted Ptoht 

97,640 

39,071 

and Provisions 



Head Office Slocked amount 

82,176 

63,176 

I Bills Payable 

28,489 

29,656 

Nominal Value of Secunties 



II Inter-Office Adjustments (net) 

31,982 

- 

Deposited with the Reserve 



111 Interest Accrued 

34,067 

31,068 

Bank of India umfer 



IV Others (including 



Section 11(2) of the Banking 



Provisions) 

32,551 

27,830 

Regulation Act, 1949 

Current year 56,000 

Previous year 43,500 



TOTAL a. 11, III and IV) 

127,089 

88,554 






TOTAL 

179,816 

102,247 

Sdicdulc 6—Cash and 

Balances with Reserve 





■ •“ ““ 



Schedule 2—Reserves 



Bank of India 



andSundus 



I Cash in hand 



I Statutory Reserves 

BUM 


(including foreign 



Opening Balance 


28,813 

currency notes) 


U77 

Additions dunng the year 


14,642 

II Balances with Reserve 

Bank of India 




63,585 

43,455 

■B 


II Balance in Profit and 



i) In Current Accounts 


489,963 

Loss Account 

100,528 

78,577 

ii) In Other Accounts 

■■1 

- 

TOTAL (land II) 

164,113 

122,032 

TOTAL (I and U) 

380,517 

491,340 

Schedules—Deposits 






I. Demand Deposits 
i) From Banks 

It) From Others 

29 

493,296 

101 

267,199 

Schedule 7—^Balances with 

Banks and Money at Call 
and Short Notice 



11 Saving Bank Deposits 

70,804 

59,615 

I In India 

i) Balance with banks 



III Term Deposits 



a) In Current Accounts 

542 

1,290 

i) From Banks 

- 

- 

b) In other Deposit 



It) From Others 

2,396,208 

2,559.970 

Accounts (SIDBI) 

200,000 

70,000 

TOTAL (I, II. and III) 

2,960,337 

2,886,885 

ii) Money at Call and 

Short Notice 



Schedule 4—Borrowings 

I. Borrowings in India 
i) Reserve Bank of India 



a) With banks 

b) With other institutions 

- 

— 

50,000 


TOTAL (I and ii) 

200,542 

71,290 

It) OtMsr Banks 

ill) Other Institutions and 

- 

- 

11 Outside India 

2,224 

3,496 

Agencies 

- 

- 

i) In Current Accounts 

ii) In other Deposit Accounts 

II. Borrowings outside India 

768,129 

108,886 

III) Money at Odl and 



TOTAL (I and II) 

818,129 

108,886 

Short Notice 

- 

- 

TOTAL (i, II, and iii) 

2,224 

3,496 




Secured borrowings included 
in I and II above—Rs. Nil 



GRAND TOTAL (land 11) 

202,766 

74,786 
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THE SAKURA BANK, LIMITED 

(Formeriy known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Lumted liability) 

BOMBAY BRANCH 


SCHEDULES TO BALANCE SHEET 


(OOO’s omitted) 


(OOO's omitted) 



As on 
3103 1995 
Rupees 


As on 
31 03 1994 
Rupees 


1.077.629 798,454 




1,157,657 


324,563 646,837 


.,771,016 

193.960 


937,613 

28,418 


Scfaediile 8—InvcsOnents 
I Investments in India in 
l) Government Secuntics 
li) Other Approved 
Secunties 
III) Shaies 

iv) Debentures and Bonds 

v) Substdianes and/or 
joint ventures 

vi) Oimmefciai paper 
purchased 

TOTAL (I. II. Ill, IV, vano VI) I 1.157,657 I 973,432 


II Investments outside India 
GRAND TOTAL (I and II) 

Schedule 9—Advances 
A i) Bills purchased and 
discounted 

li) Cash credits, overdrafts and 
loans repayable on demand 
ill) Term Loans 

TOTAL 

B 0 Secured by tangible assets 
11 ) Covered by Bank/ 
Government Guarantees 
ui) Unsecured 

TOTAL 

C. I. Advances in India 

i) Pnonty Sectors 

ii) Public Sector 
III) Banks 

iv) Others 

TOTAL 

fl Advances outside India 
i) Due from Banks 
II) Due from Others 

a) Bills purchased 
and discounted 

b) Syndicated loans 

c) Others 

TOTAL 

GRAND TOTAL (C1 and II) 


2.289.539 1,612,868 


1,717,650 1,052.179 

571,889 560,689 


2,289439 1,612.868 


618,894 260,736 

1,670,645 1,352,132 


2,289,539 1,612,868 




Schedule Id—Fixed Aaaets 

I Premises 

At cost as on 31st March of 
the preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

TOTAL 

II Other Fixed Assets (including 
furniture and fixtures) 

At cost as on 31st March of 
the preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

TOTAL 

GRAND TOTAL (land II) 

Schedule 11 —Other Assets 

I Inter-Office Adjustments tnct) 

II Interest accrued 

III Tax paid in advance/tax 
deducted at source 

IV Stationery and Stamps 

V Non-banking assets acquired 
in satisfaction of claims 

VI Others 

TOTAL 

Schedule 12—Contingent 

Liabilities 

1. Claims against the bank not 
acknowledged as debts 

II Liabilities for partly paid 
investments 

III Liability on account of 
outstanding forward 
exchange contracts 

IV Guarantees given on behalf 
of consbtuents 

V Acceptances, endorsements 
and other oUigabons 

VI Liabilities on biUs of exchange 
rediscounted 


TOTAL a. B. ni.IV.VandVI) 


As on 

31 03 1995 
Rupees 

As on 
31031994 
Rupees 

48,038 

« 

48,038 

(16,094) 

(13,437) 

31,944 

34,601 

12,204 

342 

(274) 

(9.194) 

12,190 

109 

(95) 

(8,458) 

WBm 

3,746 

35,022 

38,347 

95,929 

18479 

78494 

88,054 

21,158 


183,983 117,831 
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THE SAKURA BAI^ LIMITED 

(Formeriy laiomi as Tm MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 

SCHEDULES TO PROFIT AND LOSS ACCOUNT 

(OOO’s omitted) 

(OOO’s mnitted) 


Year Ended 

Year Ended 


Year Ended 

Year Ended 


31.03.1995 

31.03.1994 


31.03.1995 

31.03.1994 

• 

Rupees 

Rupees 


Rupees 

Rupees 

Schedule 13—Jnterest Eanied 



Schedule 16—Operating 



1. Interest/discount on 



Expenses 



advances/bills 

306,903 

180.891 




n. Inqome on investments 

102.243 

84,740 

i. Payments to and 



ni. Interest on balances with 



provisions for 
employecii 

10,111 

9,517 

Reserve Bank of India and 






other inter-bank funds 

31,438 

24435 




IV, Others 

2,012 

1 

11. Rent, taxes and 




— 


lighting 

4,134 

1,431 

TOTAL 

442.596 

290,167 




Schedule 14—OUier Income 



111. Printing and 



1. Commission, exchange 



stationery 

534 

521 

and brokerage 

20,194 

9,422 




n. nofit on redemption of 



IV. Advertisement and 



Commeteial Paper 

1,602 

- 

puMicity 

172 

29 

Less: Loss on sale of 






investments 

- 

- 




Ilf. noBt on revaluation 



V. Depreciation on 



of investments 



bank’s property 

3,622 

3,952 

Less; Loss on revaluation 






of investments 

- 

- 

VI. Directors’ fees. 



IV. Profit on sale of land. 



allowances and 



buildings and other assets 

122 

35 

expenses 

8 

9 

Less: Loss on sale of land. 






buildings and other assets 

- 

- 







VII. Auditors’ fees, and 



V. Profit on exchange 
transactions (Net) 

4,591 

12,761 

expenses 

150 

50 

VL Income earned by way of 






dividends, etc., from subsidiaries/ 



VIII. Law charges 

29 

9 

companies and/or joint ventures 






afato^m India 

- 

- 

IX. Postages, telegrams. 



VD. Miscellaneous income 

- 

5,373 

telephones, etc. 

484 

463 

TOTAL 

26,509 

27491 




Schedule IS—Interest 



X. Rqrairs and 






maintenance 

849 

795 

L Interest on deposits 

139.973 

118,272 







XL Insurance 

1,790 

1,632 

n. Interest on Reserve Bmk of 






India/inter-bank borrowings 

58,014 

381 




01. Others 

42 

3482 

Xn. Other expenditure 

3,273 

2,820 

TOTAL 

198,029 

122,235 

TOTAL 

25,156 

21.228 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Jc^nm with Ltmtted Liability) 

BOMBAY BRANCH 


Schedule 17—^Notes forming part of the accounts for the year ended 31st March, 1995 

Pnncipal Accounting Policies 

1 General 

The iccompany ing financini statements have been prepared on histoncal cost basts and conform to the statutory provisions and practices pRvailmg 
in the country 

2 a) Revenue Recognition 

Items of income are accounted for on accrual basis 

Expenditure are accounted for on cash basis except for Interest Payable, Bonus, Ex gratia. Rent and Audit fees ' 

2 b) Net Profit 

The net profit disclosed in the Profit and Loss Account is after 

i) Payments for Interest lax and Income tax, which arc in accordance with the Statutory requirements and considering the articles of the Double 
Taxation Agreement between India and Japan The income lax paid dunng the year is debited to Profit and Loss Account and the refund 
of Income lax is considered as income in the year of completion of assessment under section 143(3) of the Income Tax Act, l%l 

ii) Provisions for douNful advances 

III) Other usual and necessary provisions 

2 c) Head Oflice Administrative Expenses 

The branch has not debited Head Office Administrative expenditure to its Profit and Loss Account but has claimed the same for tax purposes 

3 Transactions involving Foreign Exchange 

I) Monetary assets and liabtlities except Foreign Currency Non Resident Account balances (which are stated at the rates specified by the Reserve 
Bank of India), are translated at exchange rates which are the average of T T buying and selling rates as at the close of the year, calM the middle 
rates as per head office instructions However the Profit/Loss on the translations of the Monetary Assets and Liabilities is recognised on the 
basis of exchange rates prevailing at the close of the year as prescnbed by FEDAI The difference between the valuation as per closing rates 
and middle rates is reflected in cuirent assets/current liabilities and has no impact on the Profit and Loss Account of the year 

II) Income and Expenditure items are translated at the exchange rates ruling on the dates of the transactions 

III) In terms of FEDAI circular Profit or Loss on outstanding forward contracts has been accounted for 

I v) Contingent Liabilities in respect of letter of credit issued in foreign currency are staled at middle rales’ asexplained in (i) above and outstanding 
forward contracts are stated at the contracted rates 

4 Investments 

Investments are bifurcated into permanent and current in the terms of Reserve Bonk of India guidelines Permanent investments include secunties 
intended to be held on long term basis or till maiunty as the case may be The investments are valued as per the guidelines laid down by Reserve 
Bank of India as under 

i) Permanent investments are valued at cost 

ii) Current investments have been valued at lower of cost or market value, senp wise undereach category and the depreciation/appieciation in each 
category has been aggregated Net depreciation if any is provided for and net appreciation, if any, is ignored For the purpose of considerug 
the market value. Stock Exchange quotations wherever available have been taken and where the investments are not quoted on the Stock 
Exchange, the same have been valu^ as per the norms laid down by Reserve Bank of India as under 

a) PSU Bonds - Valued on yield to matunty (YTM) basts 

b) Treasury Bills - Valued at carrying cost 

5 Advances 

i) Provision for advances is based on the classification into “Perftinmng” and “Non Perofrmtng" assets in wicordance with Reserve Bank 
of India guidelines 

Provision for non-performing advances is made as under 
Sub standard Advances 10% 

Doubtful Advances 100% of the unsecured portion and 20% tu 30% of the secured portion depending on the period for 

which the asset has remained non perfonning 
Loss Advances l(X)% 

The provisions so required by the Bank have been made after considering the provisions existing in the books of the bonk as at the end of the 
previous year 

It) The bank has not credited interest on advances t Ixssilied as non-perfonning to its income taking into consideration the guidelmes issued by 
the Reserve Bank of India in this respect 

III) Provision in respect of doubtful advances have been made on gross basis without considenng tax relief 

IV) Advances are slated net of bills of exchange rediscounted and provisions in respect of doubtM advances 

6 Fixed Assets 

t) Premises are st^ed at histoncal cost Other Fixed Assets are stated at onginol cost of acquisition uicluding taxes, duties, fimghi and other 
incidental expenses related to acquisition and installation of the concerned asset 
It) Fixed assets are depreciated on the Reducing Balance method at rales os determined by the Management The rates of deprecuboo apiilied are 
higher than those prescnbed in Schedule XIV ot the Companies Act, 1936 except for computers for which the rate us^ is 36.9% 

III) Depreciation on assets acquired dunng the year is provided on pro rata basis from the month of acquisition, however no depreciation it provitied 
on the assets sold dunng the year 

7 Staff benefits 

i) Gratuity and Superannuation Benefits 

The Branch has availed of Group Gratuity Scheme with Life Insurance Corporation of India in inspect of payment of gratuity to all 
employees other than expatnate employees and has also availed of Employees' Group Superannuation Scheme for providing pension 
benefits to its officers, other than expatnate officers 

II) The amount of bonus payable to its employees as per Payment of Bonus Act, I96S and ex-gratia is fully provided for and charged to the hofil 
and Loss Account 
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THE SAKURA BANK, LBVflTED 

(Fonneriy kWn as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorpomled in Japan with Limited Liability) 

BOMBAY BRANCH 


Note* fonmaf pwt of the Accoiiau 
I. tavemiwMi mclMsified •« under 

_£)}nen«_year 

(Rs in Thousands) 

knnanetit lavcMments 21,000 

CumM Invatmeou 1,136,657 


—fgamYeiC- 
(Rs in Thousands) 
21,000 
952,432 


1,157,657 


973,432 


2 . 


3. 

4 . 

S 


The impact of the Repoil of ipecial widii of FMeign Cuneacy Non Resident Oeposit Scheme A (FCNRA) tnnsacuons ordered by Reserve Bank 
of India for the period lit Apnl, 1990to 31st March, 1994 » nolcoiwideied in die accounts pending scrutiny of the report by the Bank and receipt 
of foither iMiructioas horn Rcaerv* Bank of India. 

Fixed assets do not Inciwl* assets received at no cost from the Head Office 

Tbe accounong policy relating to rent paid has been modified from cash basis to accrual basis due to which lent paid is lower and Profit is higher 
byRs 17.666,363 

FtevKwt year’s figures have been i^raupedhearranged, wherever necessary 


As l^er Our Report of Even Date Attached 


Par and on behalf of 
KHIMJIKUNVERJIA CO 
Oiartsied Accountants 
StV- 

[Shiyji K Vikamsey] 
Psitncr 


For The Sokura Bank, Umiled 
Sd/- 

M Mokumoto 

General Manager A Chief Executive Officer in India 


Bombay 

Dated: 3 July, 1995 


Audlton* Rtport on the Bomkay Bruck of The Syoira Bank, UmitMl 
uodtr ScetkiB 30 of the Banldag Regulatkai Act, 1949 

We have audited the attached Balance Sheet of the Bombay Branch of The Sakura Bank, Limited (fonnerly The Mitsui Taiyo 
Kobe Bank, Umited) as at 31st March, 1995 signed by us under reference to this report and the relative Profit and Loss Account 
of the Bombay Branch of the Bank for the year cntM on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (I), 
(2) and (5) of Section 211 and sub-seetkm (5) of Section 227 of the Companies Act, 1936, the Balance Sheet and tbe Profit and 
Lou Account together with die notes utached thereto are not required to be and are not drawn up in accordance with Schedule VI 
to the Conqianies Act, 1956. The accounts are, therefore, drawn up in conformity with Forms ‘A’ and ‘B* of the Third Schedule 
to the Banking Repilation Act, 1949. 

1. We have obtaiaad all faiftMiBatifln ind explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audil and found them to be satisfactory, 

2. The tnuisacdons which have come to our notice have been, in our opinion, generally within the powers of the Bombay Branch 
of the Bank: 

3. In our opinion, proper books of accounts u required by law have been kept by the Bombay Branch of the Bank so far as 
appears from our examinabon of these books; 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Bombay Branch of the Baidt dealt with by this report 
are in agreement with the books of account; 

5. In our opinion, and to the beat of our information and according to the explanations given to us, subject to: 

The imfMct of the Report of special audit on Foreign Currency Non-Resident Deposit Scheme A transactions as referred to 
in Note Na 2 of Notes to Accounts having not been considered in the accounu, 

, The Balance Sheet and Profit and Lou Account, together with the notes thereon, give the informabon required by the Companies 
Act, 1956, in the manner so tequiied for Banking Companies and on such buis the said Balance Sh^ gives a tniemnd fair 
view of the slate of affain of the Bombay Bfomch of the Bank u at 31st March, 1993 and in case of Profit and Loss Account 
gives a tnie and fair view of the profit of the Bombay Branch of the Bank for the year ended on that date. 

For and on behalf of 
KHIMJI KUNVERJI & CO 

• Chaitered Accountants 

Sd/- 

Bombay Shivji K. Vikamsey 

Dawd: 3 July, I99S Partner 
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Relief Assistance and Rehabiliiation 

l^essons in Disaster Management 

S Parasuranian 

In order to keep tnu k of hozutd prone sites and to (0-oidinai( reluj 
and rehahdilation ssotk, it is m stent to evolve strm tares to effemveh 
manage disaster \ 


PHh OsiTunabjcl l-.ilui (M >li nashti.u 
earthquake ol Seplernbei 10 10^1 lavapcJ 
over 70 villages and reduced most ol them 
to piles ol Slone and rubble ll Icll 8,111 
persons dc ad and 9 012 per son s I nj u I c d (Tl S S 
Survey, 1993) (he goveininent and the 
NGOs have done commendable work in 
rebel operations Continued collaboration 
ol the government departments and NGOs, 
and enhanced participalionol the community, 
arecnicial Inrihcsiicccsslul implementation 
ol the programme lot leconsiruction and 
rehabilitation 

The Mahaiashtra government and .i 
number ol donoi agencies and NGOs have 
started the work ol reconsiruinon and 
rehabiliiation Many organisations engaged 
111 rehabilitation work in Maharashtra have 
expressed thcdc^lIe that it would be uselul 
to bring the government di pai i inenls, donor 
agencies and NGOs togethci to rellect on 
the nature ol reliel, rccoiistiuction and 
rehabilitation work iinplementid ll was 
also lell that it would be uselul to leaiii 
Irom the experiences ol the government 
depaitmenis, loniiminity leadei'' and the 
NGOs engaged in the lehabilitalion ol 
Uttaikashi earthquake at Icc ted people Ihe 
broad objective ol the pioposed workshop 
was to leain Irom the experience ol the 
government and the NGOs in rcliel, 
leconsiruction and rehabiliiation in 
Uitarkashi and devise ways to sticngihcn 
the lehabililation process iti Maharashtra 
burlher Ihe workshop aimed at providing 
an independent and practical loiiim in 
which relicl and rehabilitation issues 
could be discussed and approaches 
picsenled toruseinothei disaster situations 
in India 

rhe workshop was organised jointiv by 
theCentreloi Research on the I pideniiology 
ol Disasters(CkhD),Catholic Univcisityol 
Luvatn, Brussels, Belgium, and1 ata Institute 
ol Social Scicnecs, Bombay The workshop 
was lunded by the turopean Coininunity 
Humamlartan Olticc (ECHO), Furopc.in 
Union, Brussels 

The workshop suggested that a 
comprehensive disaster manag 'iTicnt plan 
and operational policy should be developed 
at national, state anddisln>. I levels, addressing 
both natural and man made disasters, such 


as nuts, epidemics, and lainincs Ihe plan 
should me hide structures delining thee hams 
ol aiithc iilv and icpurtmg mechanisms as 
well as mechanisms for accounl.ibihty ol 
grievances I he exact relationships and 
responsibilities between governmental 
bcxlies, iNGOs communityorganisalioiis as 
well asdoiiiiragc ncicsaiid the media should 
Ix' s|X'llcd out The lack ol such a pre 
existing plan was Icit to be contributory to 
ntuc h ol Ihe problems laced in the Lltlarkashi 
and Mahaiashtra earthquake 

1 he plan c inphasised Ihe c o ordmalic'ii ol 
NGOs at local levels, andol donoi agencies 
ihiough a loinial pre existing committcx 
iclcrred .is the Joint Committee lor 
I iiicigericy ( o ordination (JCCC) 

I hcJC LCshouldbeapcrmanentstiuctuie 
It the ministciial/secrctaiial level, convened 
by Ihe aloieincntioned oflice The JC F C 
should among other representations e g 
.icademic institutions, press, international 
agencies, reseive a limited fixed number ol 
pcrnianeni scats lor NGO representation 
Ihesc sc.its should be Idled by elected 
representatives lioin the NGO coniintmitv 
Ihe nominaloiy mechanisms ol which 
should be dec idcd by the NGOs themselves 
The icpreseiil.ilives should be elected loi 
a lixed leriti and rellect the views ol the 
participating NtiO consortium Ihe slate 
authorities should make every ellort to 
maintain a dialogue with the NGOs thtough 
the JCbC so as to ensure the success of 
this initi.itivc 

The CO ordination lunctionsoflheJCFiC, 
Ol Its opctaliimal cell, should eddress the 
specilic area' idcniilieci as being 
pioblciTiaiic duimg the leceni experience 
(1) Coordination ol volunteers and 
spectators at the site ol the disaster, (2) 
Setting up and co-ordinating standard 
registi.itionsystc ms between implementing 
agencies. (3) ( u-urdinaling available 
pubhc-secioi ex|)ertise wilhNGOexpcrtisc 
to improve licicl elhciency and minimise 
duplication ol cllorts, (4) Co-ordinating 
inconiing rcliel supplies and their 
disti ibution, (S) Providing regular situ.itton 
briclings and lacilitaiing mlurmalion 
exchange drawing on its asset as a 
mullipariy committee During the relief 
phase It IS also profxised that a regular 


-i-I l l.l^ 

news-battetin would facjljlBtd' Khp 
ordination proces.s between the NGO and 
the government, (6) Controlling and 
managing the visits of VIPs to the site, in 
order to leduce hinderance to the rebel 
process. (7) A mechanism should be 
developed to legistcr NGOs according to 
iheir area of speciality and expertise, based 
on both their own mandates and proven 
track-record This picparalory measure 
would assist 111 putting lorwaid an effective 
programme in a crisis situation, using Ihe 
most appropriate agencies lor the most 
appiopiiaic tasks, f8) An inloimation 
system foi hazard prone areas that piovidcs 
reliable data on additional risks such as 
dams, toxie industi les, nuc lear;nslallalions, 
should be developed A special iisk 
mapping lor ai eas prone to lloocJs, cyclones, 
droughts and earthquakes should be 
undertaken urgently I his should also 
include the establishnicnl of emergency 
profiles listing human and structural 
resources in risk areas, (9) The co¬ 
ordination between Ihe goveininent and 
NGOs would be greatly enhanced il 
governmeni policy is anrioiiiu cd in a phased 
111 inner 

It was also lelt th.il sue h prepaicdncss 
in disaster prone country like India would 
not only enhance the ellocliveness of 
rebel, but minimise the set backs to Ihe 
developmental processes that the counliy 
can ill alloid 

The process of post disaster recon¬ 
struction and leliabiliiaiioii piogramriics in 
India have broadly lollowcd the trends ol 
international cxperienc e, with c oiisidcrabic 
modi Ik alien because of local condiiions 
and institutional dynamics One overriding 
similaiity however, is the lack ol 
institutional Icaining <ind hence, the 
tcpctilion ol mistakes liom one disaster to 
anothei, at considerable cost lo the affected 
popul ation A not her marked I rend has been 
Ihe massive escalation in investments lor 
post disasiei rebel and rehabilitation 
programmes, without a proporfional 
increase in impact and effectiveness I his 
calls fur a complete review of the response 
of the govcrnnieiil, NGOs, construction 
industry and media to disasters 

Certain important lessons that have been 
largely lost on the government and NGOs 
in the past are (I) Community-based 
rehabilitation, with a human face, works, 
and IS the most cost and resource effective 
option in Ihe long run, (2) Enabling local 
democratic processes ensures rapid 
recovery of community self-reliance and 
protects the interest ol the weakest sections, 
(3) incremental upgradation of local 
technology to repair and retiofit, is usually 
much more sustainable than relocation, 
and (4) external agencies can at best be 
catalyst for local processes 
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Chanidigarh: Planned Urbanisi 

Laitu 



The Punjab government’s latest move to acquire land around 
Chandigarh, ostensibly to construct a residential complex on the city’s 
outskirts to legulate urban growth, will result in ousting thousands of 
villagers. 


ON May 29 Ihc Punjab govc-'iiinLiit issued 
a nutilication lor ihe aLquisition ot 
acres ol land in Ihc noiili western part of 
Chandigarh The area wliiih tails in Kliarai 
tehsil ot RopardisiiKi will he used to build 
an urban residential complex which will 
adjoin the city beauiilul The puipose ol 
Ihe acquisition accoiding to the Punjab 
government which has been claiming 
Chandigaih as its own will be to regulate 
theproccssol urbanisation inthcpciiphery 
of Chandigarh prevent unpl inned growth 
and encroachments and also to salcguard 
the class and quality ol lile in C hamligarh 
by taking oil some ol the picssure on the 
mliastructurc ol Ihe city 

rile notilication relates oi.ly to the Inst 
phase ot the pioject which will eventually 
be spread ovei an area ol 2“) 000 ures The 
estimated cost ol the lirst phase of 
urbanisation is Rs 1,200 iiorc While the 
intentions ot the state government would 
appear to be laudable on Ihe surface, they 
have however sounded Ihe death knell over 
the future ol mine than SO 000 villagers 
who ha.e been living in the aic.i lor the 
past several decades Residents ot the area 
have depended largely on agriculture lor 
their livelihood and a large number arc 
employed in goveininent and jiiivate jobs 
111 the city T hey aie also dependent on the 
infrastructure ol the c ity ol Chandigarh for 
facilities like education and health Faced 
with the proposal ot acquisition ot their 
landholdings the villagers tear not only the 
loss of their homes but also ol their very 
source ot livelihood 
The land acquisition notice comes as the 
culmination ol a two-year long piocess ol 
deliberations, land surveys and proposals 
which have been passed despite Ihc 
organised resistance of the villagers ot the 
IS villages falling within the demarcated 
area The villagers have formed several 
groups to oppose this project, the main one 
being the Find Bachao CommitteeTed by 
a local Congrcss(I) politician Gurbaksh 
SinghDhillon While some ot the residents 
are keen on obtaining the best possible 
compensation others are adamant that they 
will not leave their land at any cost The 
movement at this juncture however seems 
scattered and is fairly weak and none of 
the Left groups or parties in Ihe state has 


so lar rome lorward to take a stand on Ihc 
issue In tact the only senioi politician iii 
Ihe state w ho has opposed the plan has been 
the dissident Congrcss(l) leader Jagineei 
Singh Brar 

A survey conducted in some ot the 
aliccted villages is a revealing statement 
on the extent ot the problem With a 
population ol over 10,000, village Naya 
Gaon subsists mainly on the income earned 
tiom Its residents who are employed in 
government jobs in Chandigarh Most 
houses here fall outside the Tal dora’ and 
will therefore not be eligible for 
compensation The land ol the village falls 
under sec lion 4 ol the Forest Act Its fields 
are irrigated trom the bund constructed by 
the govei iiment at a cost ol crorcs ot rupees 
With the cultivable land to be acquired by 
the government this bund will be rendered 
useless Accoiding to the villagers without 
a land toi land compensation policy, no 
amount ot compensation can help since the 
farmers can only earn through farming 
The women ol the village are also active 
participants in the struggle and the 
villagers have held 10-12 meetings in the 
past couple ol months on this issue They 
have formed a joint committee and intend 
sending delegations to the cliiet minister 
and prime minister “H we die we will take 
others with us 1 he Congress government 
IS a foisted government and in the next 
elections we will vote tor the Akalis But 
we will take help from anyone who 
supports us ” 

“Why does the government want a 
township in this area which is so temlc^'’ 
The only reason, according to the villagers 
of Tida, loi the consliuction ot the township 
IS the political aim ot eventually giving up 
the claim to the city of Chandigarh By 
building an alternative city Ihc state 
government can claim that it had no need 
tor Ihc city of Chandigarh 

“Just like birds on a tree who return to 
their perch time and again despite being 
driven away, so will we return to our villages 
with our children and grand-children even 
if we arc ousted Irom our homes ” Though 
the state government has promised an 
attractive package ol compensation lor the 
residents ol village Togan the details of the 
package are yet to be made public The 


only aspect that is clear is that the 
villagers will not be given land in lieu of 
Ihe land acquired Therefore, whatever 
compensation they receive will be monetary 
and It IS unlikely to enable them to acquire 
land elsewhere in view of the shortage of 
land and escalating prices There arc also 
several loopholes in the process of awarding 
compensation since the amount is to be 
based on calculations of the land registration 
lees which are usually undervalued to 
escape payment of tax Over Ihe years the 
area has also seen the mushrooming growth 
ol houses outside the Tal dora' or residential 
area These ostensibly are illegal structures 
and therefore not entitled to compensation 
Moreover since the villagcis ol the area 
have been cultivating land tor decades, it 
IS difficult for them to switch to some other 
form of employment, uneducated and 
illiterate as they arc 
While the st.itc government has finalised 
all Its plans lot the building ot the new city 
and has already approached HUDCO to 
finance the first phase ot Ihc project, its 
plans regarding the I ite of the residents is 
nebulous The logic lor putting the evk 
before the horse, accoiding to 
government is that no plans can be made 
until the lirst step - the notification for 
land acquisition - is taken This is also 
oltcicd as the reason why the residents of 
the area have received absolutely no otticial 
response to their numerous appeals, 
memorandum, and even protest meettngs 
over the past one and-a-halt years 
Interestingly the villagers arc not the only 
ones to protest agaiiut the plans for this new 
city Criticism has also come from the 
ministry of environment against the proposed 
intention of the state government to effect 
a change in the land use ol the area under 
sections T and 4 of the Forest Act 
In response the state government 
announced that it had decided to use only 
5,000 of the 8,000 acres oi iginally surveyed 
in order to leave out any area under the 
Forest Act The notification however when 
finalised was lor 7,543 acres, nearly the 
entire area initially surveyed 
There has also been some resistance to 
the idea of new Chandigarh from a group 
calling Itself the Save Chandigarh 
Committee T he gioup fears that the 
construction ol a new city will merely 
increase the pressure on the city of 
Chandigarh rather than deflecting it as 
has happened with the cities ot Mohali 
and Panchkula The unplanned growth of 
these satellite townships which do not 
have adequate infrastructure has resulted 
in increasing the pressure of population 
on Chandigarh The Chandigarh Cili/cns 
Committee has been investigating and 
documenting the viulatioo of dcinotraiic 
rightsof the people living in these villages 
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BALANCE SHEET & 
PROFIT & LOSS ACCOUNT 


^ THE BANK OF TOKYO, LTD 

(Incorporatsd in Japan Liability of Mambera Umitad) 


BALANCE SHEET OF INDIAN OFFICES 
AS ON 3IST MARCH 1995 


PROFIT AND LOSS ACCOUNT OF INDIAN OFFICES 
FOR THE YEAR ENDED 3IST MARCH 1995 


(OOO's orni(ted) 


Schedule 

As on 
31st March 
1995 

As on 

31st March 
1994 

CAPITAL AND 




LIABILITIES 




Capital 

1 

561,828 

411.828 

Reserves and Surplus 

2 

349,348 

296,804 

Deposits 

3 

7.482.927 

6.102,570 

Bonowings 

4 

416,455 

7,800 

Other Liabilities and 




Provisions 

5 

744.151 

574.187 

TOTAL 


9,554,709 

7,393,189 

ASSETS 




Cash and Balances with 




Reserve Bank of India 

6 

857,433 

869,135 

Balances with banks and 




money at call and 




short notice 

7 

267.063 

152.918 

'nvesdnents 

8 

2,538,126 

2,210,335 

Advances 

9 

5,442,218 

3.772.427 

Rxed Assets 

10 

46.322 

47,792 

Odier Assets 

11 

403.547 

340,582 

TOTAL 


9,554,709 

7.393^189 

Contingent Liabibttes 

12 

20,033.588 

8,694,943 

Bills for Collection 


169,319 

160,214 



I. INCOME 

Interest earned 13 

Other Income 14 

TOTAL 

U. EXPENDITURE 

Interest expended IS 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

in. PRonT 

Net profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to Statutory 


(OOO's omitt^) 

_ 

Year Ended 
31st March 
1995 

Year Ended 
31st March 
* 1994 

1,116,450 

228,905 

963,911 

177.964 

1,345,355 

1,141,875 


494,002 

116,158 

389,256 

999.416 


345.939 

185,986 

531,925 


446,328 

105.088 

357.473 

908,889 


232,986 

119,324 

352,310 


Reserves 

69,188 

47,000 

Transfer to Capital A/c 

! 150,000 

119,324 

Profit remitted to H 0 

143,395 


Balance earned over to 



Balance Sheet 

169,342 

185,986 

TOTAL 

531,923 

352,310 


Accounting Policies and 


Accounting Policies and 

Notes forming pan of the 


Notes forming pan of the 

accounts 17 


accounts 

17 

The Schedules referred to herein form an integral pan of the 

The Schedules referred to herein form an integral part of the 

Balance Sheet. 


Profit and Loss Account 

This IS the Balance Sheet referred to in our repon ot even date 

This IS the Profit and Loss Account referred to in our report of 



even date 


For SHARP & TANNAN 

THE BANK OF TOKYO. LTD 

THE BANK OF TOKYO. LTD. 

Cha-ieied Accountants 

Bombay Office 

Bombay Office 

Bv the hand of 




Sd/- 

Sd/- 


Sd/- 

(M. P. Narsang) 

(K Kashima) 

(K. Nishihara) 

Partner 

Assistant General Manner 

General Manager 

JK 




Chief Executive Officer for India 

Bombay 




Dated: 30th June, 1993 
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SCHEDULES 


(IneoiporitadbiJa^UiMnyolMcfntMrs LimiM) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH 1995 



(000’& omitted) 


As on As on 
3]$l March 31st March 
1995 1994 


(000's omitted) 


Schedule 1—Capital 

i) Amount received from 
Head Office 

257,931 

257,931 

II) Profits retalTied 

269,324 

119.324 

ill) Amounts received from 
Head Office for acquisition 
of property 

34.573 

34,573 

iv) Amount of investment 
deposited with RBI 
under section 11(2) 
of the Banking 

Regulation Act, 1949 
Current Year Rs 171,650 
Previous Year Rs 171,650 



TOTAL 

551,828 

411.828 

Schedule 2—Reserves 
and Surplus 

I Statutory Reserves 

Opening Balance 

110,818 

63.818 

Additions dunng the year 

69,188 

47.000 


180,006 

110,818 

n Balance in Profit 
and Loss Account 

169,342 

185,986 

TOTAL (I and II) 

349,348 

296.804 

1 

Schedule 3—Depoafts 

AI Demand Deposits 
i) From Banks 

172,905 

209,798 

II) From Others 

1,162,796 

1,123,446 


1.335.701 

1,333.244 

11 Savings Bank Deposits 

477.534 

390,904 

m. Term Deposiu 

i) From Other than Banks 

5,669,692 

4,378,422 


3,669,692 

4,378,422 

TOTAL a. n and HI) 

7,482,927 

6,102,570 

B i) DqxMiu of branchea 
in India 

7,482,927 

6,102,570 

TOTAL 

7,482,927 

6,102,570 



Schedule 4—Borrowings 

I Borrowings in India 

i) Reserve Bank of India 

ii) Other institutions 
and agencies 

II Borrowings outside India 

TOTAL (I and II) 

Secured borrowings in 
I & II above 

Schedule 5—Other 
Liabilities and Provisions 

I Bills payable 
il Inter-office 

adjustments (Net) 

III Interest accrued 

IV Others (including provision^) 

TOTAL 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I Cash in hand (including 
foreign currency notes) 

II Balances with 
Reserve Bank of India 
i) In Current Account 

TOTAL (I and II) 

Schedule 7—Balances 
with Banks and Money 
at Call and Short Notice 

I In India 

i) Balance with Banks 

a) In Current Accounts 

b) In Other Deposit 
Accounts 

TOTAL 

II. Outside India 

I) In Current Accounts 

TOTAL 

GRAND TOTAL (I and II) 


As on 
31st March 
1995 

As on 
31st March 
1994 

410,000 


5,200 

7,800 

415.200 

7,800 

1,255 

0 

416,455 

7.800 

252,006 

125,439 

5,655 


185,205 

301,285 

|PB| 

744,151 

574,187 

24,407 

23.351 

833,026 

845.784 

857,433 

869,135 


5,255 

235.400 


240,655 


20.408 


26,408 


267,063 


146,800 


148,482 


4,436 


4,436 


152,918 


ScotwiBic and Politic^ ^ 
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SCHEDULES 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH 1995 

(000’^ omitted) 

(OOO’s omitted) 



As on 

As on 


As on 

As on 



31st March 

31 St March 


31st March 

31st March 



1995 

1994 


1995 

1994 

Schedule 8—Investments 



Schedule 10—Fixed Assets 




Investments in India m 

i) Government securities 

ii) Other approved secuntics 
111 ) Shares 

iv) Debentures and bonds 

v) Others 



1 Premises 



1 

2.264,495 

258,005 

3,733 

3,893 

8,000 


At tost as on 31st March 
of the preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

13,500 

265 

'13.500 

226 


(In Units of Indus Venture 



TOTAL 

13,235 

13,274 


Capital Ftind) 







TOTAL 

2,538,126 

2.210 )35 

11 Other Fixed Assets 






(including furniture and 
fixture) 

At cost as on 31st March 









of the preceding year 

73,870 

69,098 

1 Schedule 9—Advances 



Additions dunng the year 
Deductions dunng the year 

5,562 

73 

•5,450 

99 

A 

i) Bills purchased and 



Depreciation to date 

46.272 

39,931 


discounted 

819,737 

943,986 

TOTAL 

33,087 

34,518 


u) Cash credits, overdrafts 





and loans repayable on 
demand 

3.412,081 

2,489,569 

TOTAL (1 and 1!) 

46,322 

47,792 


111 ) Term loans 

1,210,400 

338,872 

Schedule 11—Other Assets 




TOTAL 

5,442,218 

3.772,427 

I Inter Office Adjustment (Net) 







— 

36.467 





II Interest accrued 

175,774 

153,908 





III Others 

227,773 

150,207 

B 

i) Secured by tangible 



TOTAL 

403,547 

340,582 

4,822,614 

307,155 

3,076,347 

543,702 

Schedule 12—Contiiigent 
Liabilities 




assets 

ii) Covered by Bank/ 
Government guarantees 


III) Unsecured 

312,449 

152,378 

I Liability on account of 




TOTAL 

5,442,218 

3,772,427 

outstanding forward exchange 
contracts 

10,453,655 

1,551,699 





11 Guarantees given on behalf 







of constituents 
a) In India 

3,110,517 

2,178,072 





b) Outside India 

1,210,892 

1,129.049 

C 

I Advances in India 



III Acceptances, endorsements 




t) Pnonty sectors 

1,691,468 

923,920 

and other obligauons 

4.299.582 

3,141,974 


11 ) Public sector 



IV Other items for which the 




III) Banks 

- 

- 

Bank is contingently liable 




iv) Others 

3,750,750 

2,848.507 

(Bills rediscounted) 

958,942 

694,149 


TOTAL 

5,442,218 

3,772,427 

TOTAL 

10,033.588' 

8,694,943 
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THE BANK OF TOKYO, LTD. 

(InoorpofatBd in Japan Liabtlity of Members Lmitvd) 


SCHEDULES 



SCHEDULES FORMING PART Of THE PROFIT AND LOSS ACCOUNT fOR 




THE YEAR ENDED 31^ MARCH 1995 

0 



(OOO’s omitted) 

((XX)’s omitted) 



Year Ended 

Year Ended 



Year Ended 

Year Ended 



list March 

31 St March 



31st March 

31st March 



1995 

1994 



1995 

1994 

1 Schedule 13—Interest Earned 



Schedule 16—Operating 







Expenses 



1 

Intcrest/discount on 
advanceVbills 

783.875 

664,751 

I 

Payments to and provisions 



11 

Income on investments 

255.552 

245.265 


for employees 

59,148 

46,063 

in 

Interest on balances with 
Reserve Bank o( India and 



11 

Rent, taxes and lighting 

12,109 

13,191 


other inter bank funds 

67.522 

49 401 

111 

Printing and Stationery 

4,902 

4.616 

FV 

Others 

9 501 

4,494 






TOTAL 

1 116 450 

963 911 

IV 

Advertisement and publicity 

102 

253 





V 

Depreciat'on on bank’s 



Schedule 14—Other Income 




6,959 

7,133 






property 

I 

Commission, exchange and 
brokerage 

119.031 

79 208 

VI 

Local Advisory Board 
member s fees, allowances 



II 

Profit/Loss (-) on sale 
of land, buildings and other 




and expenses 

8 

49 


assets 

1J3 

-49 

VII 

Auditors lees and 



III 

Profit on exchange 

108.630 



expenses (including 




transactions (Net) 

97 895 


branch auditors) 

260 

168 

IV 

Miscellaneous income 

1.111 

910 

VIII 

Law charges 

1.636 

568 






TOTAL 

228.905 

177,964 









IX 

Postage, Telegrams, 
Telephones, etc 

8.673 

8,094 

Schedule IS—Interest Expended 











X 

Repairs and maintenance 

5,355 

4,208 

I 

Interest on deposits 

380,268 

377.197 


n 

Interest on Reserve Bank 
of India/mter-bank 



XI 

Insurance 

4,622 

3,865 


borrowings 

43,560 

15,764 

XII 

Other expenditure 

12.384 

, 


• 

16,880 

ID 

Others 

70,174 

53,367 






TOTAL 

494,002 

446,328 


TOTAL 

116,158 

105,088 







1 
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A THE BANK OF TOKYO, LTD, 

(Incorporattd in Japan UabMy of MtmtMTs Umttd) 


SCHEDULES 


Schedule 17— Accouatinf poUaca and notes forming part of the accounts for the year ended 31st March 199S. 

1 Principal Accounting Policies 

(1) General 

The accompanying financial ttatemenu have been prepared on the historical cost bans and confirm to statutory ppvuions 
and practices prevailing in the country 

(2) Transactions Involvhig Foreign En^tnge 

Monetary asseu and liabilities u well M outsunding Forward Exchange Conuacu are translated half yearly at rates prescribed 
by FEDAl and the resulting profit/loss is accounted for Guarantees, Letter of Credits and Acceptances are translated at T T 
(Middle) rates 

(3) Investments 

Investmenu of the bank have been bifu’cated into ‘ Permanent Investments" and “Current Investmenu” Permanent Investments 
are valued at cost Current Investments are valued .it cost or market value whichever is lower except for Treasury Bills which 
are valued at cost 

(4) Advances 

(a) Provisions for doubtful advances have been made to the sausfaction of the auditors in respect of identified advances, based 
on a penodic review of advances and after taking into account the realisable value of secunbes and the portion of advance 
guaranteed by the Deposit Insurance and Credit Guarantee Corpmtion. The Export Credit Jc Guaiantee Corporation, similar 
statutory bodies and prudential accounting norms laid down by RBI for the asset clauification and provisioning requirements 
thereof 

(b) Provisions m respect of doubtful advances have been deducted from advances 

(c) Provisions have been made on gross basis 

(5) Fixed Assets 

(a) Premises and other fixed assets have been accounted for at their historical cost 

(b) Depreciation hu been provided for on the diminishing balance method at the rates specified in the Income Tax Act. 1961 

(6) Staff Benefits 

Provision for gratuity/pension benefits to staff has been made on an accrual basis Separate fund for graiuity^iension have 
been created 

(7) Net Profit 

(a) The Net profit disclosed in the profit and loss account it after considering 

(i) Provision for taxes on income 

(u) Provision for doubtful advances 

(ill) Provision for deprcciauon in the value of specific uivestments wluch are valued at lower of cost or maticet value, but 

(b) Without considering interest income in respect of non performing assets taking into account the prudential norms laid 
down by RBI 

II Notes on Aocounti 

(1) The Bank has preferred an appeal against ihe order passed by the Income Tax department resulung in a demand of Rs 453 
lacs out of which Rs 116 30 tecs have been paid and provided for tetulting in the charge in the current year for Rs 1049 
lacs after adjusting balance in provision account Based on Tax Conaultant'a advice, the Bank ii confidnt of thia appeal 
being decided in its favour, since some of (he similar issues involved have beendecided in the Bank’s favour m the pastastesamenu 
Accordingly, no provision hu been made for the balance iniount 

(2) As in the previous years, some of the operaung expenses are being accoumed for on cash buis The effect of these on the 
profit fbr the year la, though not ucertainable, will not be material 

(3) Head Office adminutrttive expeniet have not been charged in the accounu and provision for taxei hu been computed without 
deduction of such expenau 

(4) Proviaioiu and contfaifencm include Rs 3,460 96 lact (includii^ Ri 1626 lacs fbr pnor yean) bdng Ri 3,233i23 tics provuioo 
for Income Tu Rs ^ 14 lacs for Intemit Tax and Rs 137 lacs for Wealth Tu 

(3) Previous year’s figures have been regrouped/reirringed wherever necesaary 
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THE BANK OF TOKYO, LTD. 

(Incoiporated in Japan Liabihty of Members Limited) 


AUDITORS’ REPORT 


Auditors’ Report on the Indian Branch of The Bank of Fok^o Ltd, 


We have audited the attached Balance Sheet of me Indian Brain *i of rneBank of lokyo, Ltd as 
at 31st March, 1995 and also the annexed Profit and 1 n\s Atcouni o, •!,< Indun Bianch ol the Bank for 
the year ended on that date, in which are incorporated the returns lion r »i( nt'a and Ni w Delhi Branches, 

audited under Section 228 of the Companies Act 1956 by other ao ‘locs 

In accordance with the provisions of Section 29 of the Banking Regulaiirn Ad 1949 read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and >ub edion(5)ol Section "'ll ot the ('otnpanies Att 1956, 
the Balance Sheet and the Profit and Loss Account ire not required to b* .md an not drawn up in acr oidance 
with Schedule VI to the Companies Act, 1956 The ici units arc therefore diawn up in conlornniv w iih Fonus 
‘A and ‘B of the Fhird Schedule to the Banking Rigulation Act I94'i 

We report that in accordince with sub section (f) ol Section of Im, B,nlm Rcgutiiion, Act 1949 

(a) We have obtained all the information and explamiions which i (' c r si ot our km w(edge and belief 

were necessary for the purpose of our audit .iiul hive found the n < h sit sin toiv 

(b) Tlic transactions which have lomc to (‘in inti e tune b m m r i nn n within it e powers of the 

Indian Branch ot the Batiu 

(c) In our opinion, proper books ol aicounl a, lupiircd hs liw hiv< heti kipl by the Indian Branch so 
far as appears tiom our ex'amination ot those books 

(d) The report on the accounts ol Calcutti iiid New Delhi branches ol he B>nk limited by the respective 
Branch Auditors were received and properly d ill with by us wridc. preparing our report 

(e) The Balance Sheet and Profit and I,X)ss Acc uiint <>! ihc li di in Bi inch of iht Bank di alt with bv this report 
aic in agreement with the books of account iiii, die returns 

(0 In our opinion and to the best of our infoi matron and tc cording to the explanaiioiK given lo us the Balance 
Sheet and Profit and Loss Account, read together with the notes in Schedule i7 give the infomiation 
required by the Companies Act, 1956, in the manner so required for Banking ( ompanics .u,d give a true 
and fair view of the stale of affairs of the Indian Branch ol the Bink as at Dsi March 1995 and ot its 
profit for the year ended on that date 


SHARP & FANNAN 
Chartered Accountants 
By Ihc hand of 


Sd/- 

Bombay MP NARSANG 

Dated 30th June, 1995* Partner 
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Iran, America and Other Major Powers 

Dilip Hiro 

s The placatory tone of Iran's recent statements directed at the US has to 
be seen in the context of the hardening attitude of the US Congress 
towards Iran and the deteriorating economic situation in Iran. 


THE conciliatory slaienicnl by Iranian 
president Ah Akbar Hashemi Rafsanjani, in 
an interview with the Cable News Network 
(CNN) on July 2, that America and Iran 
should desist from raising tensions in their 
mutual relations signals a change in Tehran’s 
policy. 

On the other hand there is no sign of a 
lessening of the importance of Iran as a test 
case for major world powers - Russia. China 
and India - to show their independence from 
the United States, the sole superpower. 

Rafsanjani's placatory tone has to be 
seen against the background of the 
hardening attitude of US Congress towards 
Tehran, and the deteriorating economic 
situation in Iran. 

The US Congress is considering 
toughening the action president Bill Clinton 
took against Iran in April when he banned 
American investment in and trade with Iran 
for supporting international terrorism and 
harbounng nuclear armament ambitions. 
Clinton’s move caused a severe drop in the 
open market price of Iranian rial versus US 
dollar, the currency in which Iran's major 
export, petroleum, is sold Drastic steps by 
the Iranian government sal vaged the situation, 
but just. In May inflation in Iran reached a 
record 58 per cent a year. 

So far Clinton’s efforts to secure the co¬ 
operation of other Western countries, 
especially the European Union, to impose 
trade sanctions on Iran have failed. 

Elsewhere, Iran has emerged as the 
touchstone of the independence of such 
leading powers of the world as Russia, China 
and India. 

* De.spite repeated and public pressure on 
Russia to cancel its $ 850 mn contract with 
Iran to complete its nuclear power project 
started in the late 1970s by West Germany, 
Muscow has refused to do so. It argues that 
the nuclear reactors it would sell to Iran 
would be of the same type as the ones South 
Korea would supply to North Korea under 
an agreement hammered out by Washington. 

America is also pressuring China not to 
equip Iran with nuclear power plants. It is 
trying to find a lever to make China submit 
to its will. That lies with the Missile 
Technology Control (MTC) guidelines. The 
US law requires imposition of sanctions 
against a country that breaks them. 

A fortnight earlier the New York Times 
published a story that the US Central 
Intelligence Agency (CIA) had concluded 
that China had delivered dozens of missile 
guidance systems and computerised 
machine-tools to Iran. This was done 


ostensibly to help Iran improve the accuracy 
of its North Korean-made ground-to-ground 
missiles. The White House spokesman said 
that in case the US administration concluded 
that China had violated the MTC guidelines, 
economic sanctions against it would apply. 

Both Russia and China deeply resent 
America’s overbearing manner Dunng his 
visit to Moscow, Chinese Premier Li Peng 
said on June 26: "Russia and China arc big 
countnes in the world, and we will not allow 
anyone to teach us how to live and work." 
The Russian premier, ’Viktor Chernomyrdin, 
agreed: “We will decide for ourselves how 
to live.” 

India, another major power, too has shown 
some independent-mindedness by 
strengthening its ties with Iran recently. When 
Rafsanjani visited India in April, the Indian 
premier, P V Narasimha Rao, broke protocol 
by U'avelling to the Delhi airport to greet him. 
Among other things India and Iran signed 
a deal for a manne gas pipeline between the 
two countries. 

At 20,700 billion cubic metres, Iran has 
the world’s second largest natural gas 
reserves. At the current daily consumption 
rate of 158 mn cu metres, it will take Iran 
360 years to exhaust them. Iran’soil rc.scrves 
stand at 92.9 bn barrels; and at the present 
extraction rate, these will last 70 years. With 
a population of over 60 mn, Iran provides 
a subsfantial market. And unlike many other 
West Asian countries, Iran has strong 


agHcubural and servica i|t its 

economy. 

These lucrative considerations weigh 
heavily with all those who want to trade with 
Iran. 

Then there is the geopolitical aspect of Iran 
which figures largely in the foreign and 
defence ministnes of Russia, China and India 
Iran is the most strategic country in the 
world. It occupies all of the eastern coast of 
the Persian Gulf; and so for all practical 
purposes is a neighbour of the six oil-rich 
Gulf states. It has land borders with Pakistan, 
Afghanistan, Turkmenistan, Azerbaijan, 
Armenia, Turkey and Iraq And it shares its 
Caspian Sea littoral with Azerbaijan, 
Turkmenistan, Kazakhstan and Russia. 

Iran’s strategic position enables it to 
reward those who stand by it. For instance, 
in the dispute about exploiting the offshore 
oilfields in the Caspian Sea, Iran has sided 
with Russia against Azerbaijan. Moscow 
argues that before Azerbaijan parcels out 
concessions in the Caspian, there should 
be a settlement of the territorial claims of 
the five littoral states: Azerbaijan, Iran, 
Turkmenistan, Kazakhstan and Russia. 

On the diplomatic front Tehran hasdcclared 
that the breakaway Chechnya, a Muslim- 
majonty autonomous lepublic, is an internal 
affair of Russia. Tliis has helped Moscow to 
downplay the religious aspect of the Chechen 
conflict. 

Whereas the assets of Iran - natural 
resources and geostrategic location - are 
more valuable in the medium term than in 
the short, its economic crisis is current. It 
stems from the low pnee for its chief export, 
oil, and the currency in which it is traded, 
US dollar. Since Tehian has no control over 
either, pragmatism requires that it should 
show moderation towards the US, for now. 
Therein lies the clue to Rafsanjani’s soft 
approach towards Washington. 


MD 
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INDIA DISTORTED 

A Study of British Historians of Indj? 

By 

S C Mittal 

The book critically examines the various observations made by the British 
Historians and the manner in which the facts got distorted. The study also 
highlights the various prevailing ideological trends in England such as 
Utilitarianism. Evangelicalism, Romanticism and the British Orientalism and 
provides an understanding of the various problems of Indian History. 

Vol 1, 1995, 153p, bibliography, gloss, index; 22x15cm 

ISBN 81-85880-64-6 Rs 195.00 

Send your orders and write for compl ete catalogue to : „ 

M D PUBLICATIONS PVT L’lD 

11 Darya Gan), New Delhi-110 002 
Tel : 3273347, 3271378, 3285830, 3268646 
Fa x: 91-11-3276542 _ Cable : INDQLOGY 
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PERSPECTIVES 


transferring Personalised Knowledge 

Guru’s DOemma 


with possible remedies and associated 
difficulties. 


I 

Model 


Sugata Marjit 


Bequest motives, imperfect capital market and lack of state patronage 
adversely affect the socially optimal degree of knowledge transfer. 

In fact the transition from a concentric patronage system to the 
market-based incentives in the absence of supportive insurance 
schemes could be detrimental to the healthy preservation of such 
a culture. 


SEVERAL art forms of ancient India 
survived for ages through interpersonal 
transmission of acquired knowledge. The 
oral tradition of Indian classical music 
(Deshpande 1973; Deshpande 1987; 
McNeil 1992; Neuman 1977, 1980], and 
the non-institutionalised tradition of several 
types of handicrafts, where the secret of 
craftsmanship is delivered from father to 
son,* are some of the examples of 
transferring personalised knowledge. 
Interestingly, such transfers take place 
beyond the domain of organised markets. 
Although markets do play a role in tKe 
process of survival of such art forms, 
whether such a role is supportive or 
destructive is a different question 
altogether. The cultural heritage of a nation 
is enriched through sustained growth and 
preservation ol the traditional art forms. 
The 'guru-disciple' structure of knowledge 
transfer has been a major characteristic of 
the Indian society. The oral and non- 
scriptural tradition of training in Indian 
classical music flourished mainly because 
the melodic improvisations, which 
constitute the backbone of such a form, are 
extremely difficult to capture in terms of 
standard notation. Several schools of music 
emerged in India under the patronage of 
kings of princely states and feudal lords. 
In the colonial period, classical music 
started getting urbanised and now such 
musical forms have access to national and 
international markets. 

This,article focuses on the future of the 
transfer of personalised knowledge. It is 
argued that b^est motives, imperfect capital 
market and lack of state patronage adversely 
affect the socially optimal degree of 
knowledge uansfer. In fact the transition 
from a concentric patronage system to the 
market based incentives in the absence of 
supportive insurance schemes could be 
detrimental to the healthy preservation of 
such a culture. 


Personalised knowledge transfer 
crucially depends on the charactenstics of 
the guru and his disciples, the ability of 
the guru to teach and the disciples to receive. 
Among the disciples, the guru usually has 
his own son and/or other blood relations. 
The most talented disciple might well be 
someone with whom the guru has no blood 
relation. While teaching music, a rational 
guru must internalise the future socio¬ 
economic status of his own son and the 
must talented disciple. If the process of 
training has a significant value added on 
top of the initnl endowment of talent, the 
guru would ha' ' enough control in shaping 
thedcstiny ot his students. Intergenerational* 
bequest motive and altruism would act 
against each other in the decision-making 
process of a trainer who would be concerned 
about the future welfare of his son who 
might not think of choosing a separate 
profession simply because he comes from 
a musician’s family. The guru’s control 
over the training process has a phenomenal 
impact because the best student of a 
particular school of music is the most likely 
replacement of the guru himself. At the 
same time, the guru might be concerned 
about the quality of music to be preserved 
which very much depends on the ablest 
disciple who would be the torch bearer of 
the particular 'gharana' or the school. Such 
a social concern of the guru might be in 
direct conflict with his personal utility 
derived from the well-being of his future 
generations. Naturally, the socially 
optimum transfer would differ from the 
private one due to the tussle between the 
private and social interest of the guru. A 
general problem is that the institutional 
arrangements which help implement the 
socially optimal degree of transfer are likely 
to be absent and then the system cannot 
attain the first best. Our simple model 
developed in the next section highlights 
fiiis problem. The second section deals 


Think of a guru who has two disciplies. 
his son and somebody else. As discussed 
earlier, the teacher can confer his acquired 
knowledge onto his disciples. The extent 
of transferred knowledge is assumed to be 
directly proportional to the amount of 
teaching or attention devoted to the 
particular disciple. We index the total 
teaching hour by T, which has to be derived 
between the two students. Let T,, be the 
respective allocation, i = 1, 2. i s 1 stands 
for the outside disciple, henceforth called 
the outsider, and the teacher’s son is indexed 
by ’2’. The guru would optimally choose 
T, and T,. Once the kno widge Is transferred, 
both of the disciples absorb the training 
according to their endowment of talent and 
hard work. We assume that both of the 
disciples put in equal amount of effort. In 
the second stage, the guru is no longer there 
and the two disciples become the 
representatives of the particular school of 
music. However, they confer musical 
benefits to the society according to their 
respective abilities. If R, is the social return 
from acquired training, then, 

[7^= a. In T. (1) 

with a, > a, > 0. At this stage, we rule out 
any competition between the two disciples 
and focus R, and R, as separate entities, 
a, > a, implies that the outsider is more 
talented than the insider and therefore given 
the same degree of training, the outsider 
will deliver greater social utility than the 
insider. At this stage assume that transfer 
is costless so that the outsider does not 
pay anything for the training. Implicit also 
the assumption that there is a single guru 
who can bestow the specialised 
knowledge. Thus, the social benefit is 
measured by 

S = R, + Rj (2) 

The society only cares for the total utility 
from such training. It is obvious that given 
T, -f T, = T, the socially optimal allocation 
of T would fw determined by. 


T. = 

a, + a, 

.T 

(3) 

T,= 


T 

(4) 


a, + a, 




(3)and(4)aredenvedbysetting(dS/dT2) = 9t 
However, the guru may think otherwise,-/^ 
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Suppose the guru ts also concerrted about 
the contribution ol the insider subsequent 
to the training There are two interpretations 
of such consider itioiis (a) I he guru might 
be concerned iboui the insider s material 
well being when lie IS in the market (b)Thc 
guru might want the naiiic ol the particular 
School of music and its tuithcr glorilication 
to be associated with the name ol the insider 
rathei than with that ol the outsider In this 
case, we locus on (b) and turn to (a) later 
At the same time the luture of the music also 
depends on the quality ol the future 
representatives ol Ihe school Therefore a 
socially conscious guru might try not to load 
the enure ti lining in favour of an unworthy 
insider 

The lollowing describes the guru s 
optimisation exercise 

Max [X S t- (I X) a In r,| 0 < X <1 (S) 

T 


or 


X 




(1- X) 

T 


a. 


0 


I: 

T, 



( 6 ) 


(6) shows that so long as the guru puts some 
weight (1 - X) on the welfare ol an insider, 
the transfer will imply a piivaie bias in 
favour of a less woithy insicler m-a m the 
outsider For X = I, the social allocation and 
private allocation rules yield similar results 
In case X = 0 the guru would he unwilling 
to tram an outsider 

The failure to achieve the first best arises 
because somehow the guru believes that 
the socially optimal pay oil lor the insider 
might not be good enough In othei words 


In 


a, + a 


I must be less than a 


satislactory social reservation p.iy oil to the 
insideT that the guiu is looking for Ihe 
greater a, is relative to a the higher is the 
possibility thu the guru t houses socially 
distorted allocation of training effort 

II one introduces some sort of market 
competition between the Iwo disciples, the 
situ.ition alters considerably lirstolall no 
longer would the social utility and individual 
returns be equivalent As long as T, and 1 
arc allocated bv the guru the society 
continues to enjoy a bcnelit S But each 
individual disciple takes into account the 
loss of market share due to competition and 
the concept ol private lelurns comes to the 
forelroni' 

Let us define r, and i as the private rttui ns 
to the outsider and insider respectively 


r, = A, In r, - B In T, 

(7) 

r,-A, Ini B In T, 

(«) 


A, > Aj as> the outsidef can cam more than 
the insider given the same level of training 
Also note that A, > B, A, > B, B > 0 In 
this case the socially optimal allocational 
rule continues to be (T,/Tj = a/j^) because 
by definition the social welfare criterion 
does not include market determined 
categones Ihe society recognises the 
contribution of the disciples to the extent 
they enrich the social value of music 
However the guru might be interested m 
increasing r and should be interested in 
optimising (assuming r and have 
comparable units of measurement) 

X [a. In f| + i In r,l + (I X) fa In f, 

+ AJn I B In r,| -* In 1 (9) 

It IS easy to dci ivc the optimal allocation nile 
by setting the dciivativc ol (9) with respect 
to T, equal to zero 

r, Xa, -(I X) B 

T,= a,+ (1-X)A, (10) 

Since (10) IS less than (Xa,/aj) there is further 
distortion in allocation These results do not 
depend on the paiticular functional speci 
lications In the appendix, we derive similar 
results undci more general conditions 

II 

Implementing the First-Best 

In this section we try to look at Ihe 
institutional arrangements that would help 
in implementing the first best (a) A 
straightloi ward way ol solving the problem 
at least m the domain of competition, is to 
provide state patronage to the guru and the 
insidei so that the guru can be assured ol 
some sort of royalty payment by the state 
compensating the subsequent financial loss 
to the insider This is not to s ly that such 
intervention would eliminate the problem 
completely Bui it is a step towards the right 
direction fhe feudal or princely patronage 
ot North Indian classical music in the 17lh 
and 18th centuries fMcNeil 1992] probably 
helped the masters through a long-term 
relationship between the Court and the 
generations of insiders Greater exposure lo 
the market in the laler years coupled with 
inadequate protection ot property rights 
might have accentuated the problem ot 
knowledge transfer 

(b) The role ol capital market becomes 
quite important in this context It could be 
argued that a bnlhanl guru could quote a 
high enough training fee from the outsider 
and the talented outsider would likely pay 
the price in expectation ot higher returns 
in the future Such a pricing mechanism 
would in fact compensate the loss ol an 
unworthy insider and hence a better 
allocaiionol resources Anexposrcontractual 
arrangement between the guru and the 
outsider would be impossible to enforce 


Therefore, an upfrtmt payment is Ae liitdiy 
solution The outsider may have to borrow 
in the market and with rampant adverse 
selection problem as well as the tremendous 
uncertainty in the market for musicians, he 
must face an extremely imperfect capital 
market with a fair degree of credit rationing 
and interest premium All ot these make the 
required upfront payment nearly impossible 
(c) An unworthy insider may be quite 
good in performing some other economic 
activities with fairly high rate of return and 
self-selection mechanism might help the guru 
in concentrating on worthy outsiders 
However, such opportunities would be 
severely restncled in a stagnant economy 
Acquiring specific human capital would 
difficult due lo the imperfections in the 
capital market Above all, the guru might 
like the insider to be associated only with 
music Expansion ol market based 
opportunities would certainly help in 
pi oviding the incentives for better allocation 
The purpose of the article has been to 
highlight the problems associated with 
pcrsonitied knowledge tiansfer We have 
argued that interpersonal knowledge transfer, 
the characteristic ot traditional art forms, 
would not yield socially desired outcome in 
the presence of insider - outsider 
distinction by the transferor Concerned about 
the tutuic prospects ot ,in unworthy insidci, 
a guru might be reluctant to transfer the 
required knowledge lo a talented outsider 
Such problems are difficult to overcome 
without a broad-based state patronage or a 
significant development of market based 
opportunities 

Wc have used a standard analytical model 
in this context which is of couisc, not in 
the tradition ot icsearch in this area But we 
hope that interesting issues such as the one 
here, can be modelled properly to get to the 
right intuitions and explanations ol these 
phenomena 


Appendix 

Deriving the results under more general 
specifications 


Let R, = a f (T) into f' > 0, f < 0, 


1 = 1, 2 

S = a,f(T,) - 1 - a^KTj) 

(Al) 

(A2) 

Therefore, (dS/dTj) = 0 implies. 


f(T,)=,^ f (T,) 

(A3) 

Since f' < 0, (A3) -♦ ?;' > as < a, 
where if solves (A3), i = 1,2 

The guru’s optimisation,,will lead to, 

_Ht 

11 

(A4) 


(A4) implies f, < TT, Tj > as 0 < X < 1 
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Let ♦, <T,, +,> denote tf»e return fiJnction 
for the ith disciple with. 

dif 8(|), d(|», 

— > 0 , - < 0 . — > 0 . — <0 

ar, ajj ar^ ax, 


(A4) then changes to 


(1 - X) 


f(T,)=- f(T,) + 
Xa, 


Xa, 


atj) a*!* 

ax, ax 


(AS) 


it IS obvious that X, < X, < XJ Note that 
we are using X, + X_, = X, and the second 
order conditions in (AS) are assumed to be 
satisfied 


Notes 

ft am indchled lu Adnan McNeil fur stimulating 

discussions ] 

1 the rcfurcncc to the son' rathet than to the 
daughter’ is made lu caplure the fad thai 
m classical vocal music women were not 
paiOcularly encouiaged lo be ihi torch 
beareis of the tradition However Ibis does 
undcimine the rise of eminent letiiale 
vocalists In (he classical dance torms women 
were particularly influential The salient note 
ot 'sexual disciinnnation is to be excused 
keeping in mind the theoretical objective of 
the paper 

2 Similar issues m the literature on intcrnalionci 
technology tran* fer in the absence of propci ty 
rights have been discussed by Kahira) and 
Maijil (1992 1991) 
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Lisu'World 

T V Sathyamurthy 

Au sud des ouages. Mythes et contes recudllis oralementchez les montagnards 
liasou (tibeto'birmans) by William Dcssaint and Avounado Ngwama; Gallimard 
(L’aubc des peuples), Paris, 1994, 647 pages and 10 illustrations. 


THIS IS a monograph about the Lisu, ex¬ 
ceptionally tough and deeply cgalitanan 
highlanders. They number about a million, 
speak aTibeto-Myanmar language, and live 
in an extremely remote area at the eastern 
extremity of the Himalaya, close to the 
meeting point of the borders of Myanmar, 
Tibet and Yunnan (in China). A few small 
groups of Lisu have ventured into Indian 
territory and Thai territory along the 
Myanmar borders. “This superb monument 
to the glory and to the memory of the Lisu 
world" (Condominas) consists of a descrip¬ 
tion and analysis of Lisu society and culture, 
followed by more than I SO myths and tales, 
all narrated by a couple whose daughter and 
son-in-law. the authors of this book, have 
very carefully and beautifully translated these 
texts. This collection of myths and tales has 
already attracted a great deal of praise from 
French anthropologists (e g, Condominas, 
Balandier) and mainstream journalists (e g, 
Rollin) alike. 

Tibet, where a great and unusual 
civilisation flounshed and survived into the 
present century, has held a fascination for 
the people of western countnes as well as 
for the Chinese and the Indians for a long 
lime. With the expulsion of the Italian 
Catholic missionaries from Lhasa in the 
18th century, foreigners were denied access. 
As a result, Tibet became even more 
‘mysterious’ and its fascination grew. In 
addition to the awe-inspinng physical barriers 
that defended its access, even more 
insuperable political fences were built in 
order to keep foreigners out. 

The British colonial empire, wishing to 
surround India with a scries of buffer states 
beyond the reach of other European powers, 
was most enthusiastic in its support for Tibet's 
self-imposed isolation. Explorers, adven¬ 
turers, missionaries, merchants and mad men 
from different countnes, however, attempted 
to enter Tibet and reach Lhasa, using every 
trick in the book, and even some not to be 
found in any book. In the event, only 9 or 
10 of such interlopers succeeded. 

Among them were Father Hue and Father 
Cabet (France) in 1846; and Alexandra 
David-Neel (France) in 1924. Although 
extremely strict in respect of potential 
trespassers not accredited by the British or 
Indian governments, the colonial authorities 
nevertheless despatched a number of agents 
to explore the country and bring back 


topographical surveys made with instniments 
hidden in their luggage or in their clothing. 
Some of the most daring and adventurous 
British officers of the Indian Army 
volunteered to undertake such risky 
expeditions, although the most efficient 
agents of the Raj in Tibet happened to be 
Indians, the so-called ‘pandits’ who played 
a major role in the Great Game. 

The eastern Tibetan borderlands were even 
more di fficult of access, both for geographical 
and for political reasons. At least two areas 
were shown as white spots on the map and 
could be said to have remained unexplored 
until the eve of the second world war: the 
Ngolo country to the north-east (in the 
neighbourhood of the Amne Machin 
mountain range which some believed to be 
among the highest mountains in the world), 
and the Lisu country to the south-east 
(overlapping the then undemarcated border 
between China and Myanmar, including the 
incredibly nigged mountains on either side 
of the Salween). Therefore, the danger and 
mystery attached to the unknown applied to 
these areas even more than to central Tibet. 

The Chinese called the valley of the 
Salween, stretching between the mountain 
ranges occupied by the Lisu, ‘the Valley of 
Death’. The American and British Protestant 
missionaries, frustrated by the failure of 
every attempt on their part to penetrate the 
area in order to save souls, named it ‘the 
kingdom of Satan*. A leading French 
geographer wrote that it was “one of the last 
strongholds of savagedom”. Thus, Lisuland 
was virtually inaccessible, defended as it 
was not only by some of the most forbidding 
mountains in the world, but above all by the 
‘ferocious’ Lisu people whose poisoned 
arrows stopped dead every intruder into 
their territory. 

Throughout history, strong imperial 
governments in China have tended to adopt 
a policy of territorial expansionism. All 
neighbouring lands belonging to ‘barbarians’ 
or ‘savages’ were good game for conquest 
and annexation to the Middle Kingdom. 
Punitive expeditions and pacification 
campaigns were despatched to quell armed 
resistance by local people. These included 
looting, rape, pillage and massacre by 
C!hinese troops. From the Lisu point of view, 
ill-disciplined foreign (i e, Chinese) soldiers 
were nodifferent from ordinary highwaymen. 
The Lisu put up such fierce resistance that 


Lisuland remained unadministered until the 
arrival of the People’s Liberation Army of 
China (PLA) in 1953, followed by the 
establishment of a Lisu Autonombus Region 
in 1954. 

On the Myanmar side, however, Lisuland 
was left largely to its own devices by the 
British authorities and treated as 
‘unadministered tribal territory’. After 
Myanmar became independent, the Lisu area 
was included as a part of the Kachin state 
and given a high degree of autonomy. Thus, 
Lisuland has remained “the last stronghold 
of total independence in respect of invaders 
as well as adventure-mad scientists” 
(Condominas, Preface). 

Yet, two French explorers (Andre Guibaut 
and Louis Liotard) did enter Lisuland in 
September 1936 and succeeded in leaving 
the place alive three months later. They were 
more fortunate than the two German explorers 
who entered Lisuland in 1908-1909, only 
to be killed. Liotard himself was killed during 
a subsequent expedition to the Ngolo country 
in 1940. Events during the following decades 
made further expeditions into this area 
completely impossible. The situation 
prevailing in Myanm^ before, during and 
after the war contributed to the closing of 
all approaches to Lisuland. 

It was not until 50 years later that Dessaint 
“the first scientific traveller, Chinese or 
western, to follow in the footsteps of Guibaut 
and Liotard, succeeded in going up the 
Sal ween and in roaming throughout Lisuland - 
proper...on the ill-defined footpaths that scale 
the abrupt slopes of these terrifying 
mountains" (Condominas, in the Preface). 
Indeed, for the last 30years, William Dessaint 
has studied the Lisu and produced a number 
of important papers about these previously 
virtuailly unknown people. 

In 1962, Dessaint had heard of a Lisu chief 
famed for his sagacity and for his knowledge 
of the oral traditions of his people, their 
myths and their poetry. Dessaint eventually 
contacted the chief and discovered that he 
and his wife were bards of great talent in 
their own right and that they possessed deep 
knowledge of their own people, who were 
still out of reach of administration living as 
they did on either side of the Myanmar- 
Thailand border. Eventually Dessaint, an 
anthropologist and linguist, became a pact 
of the Lisu world. Many years later, he 
wedded his field “by taking as wife the 
daughter of a bardic couple, heiress to the 
guardians of Lisu oral tradition. He was 
adopted, [he] observed, participated, and 
above all, listened. Wath the help of 
Avounado, his wife, Dessaint record^ on 
tape, put down in writing, interpreted and 
translated. After decades of work, he has 
now opened the access to Lisu society and 
civilisation” (Balandier in Le Monde). 
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Dessaint aiKl AvouttwIo^Wi'V 

only complete description so far of Lisu 

society and civilisation. 

The work presented here involved a 
gigantic task of transcription and translation. 
The first part of the book consists of a mono¬ 
graph on the Lisu which is of outstanding 
quality for the reason that it combines together 
an insider's view provided by Avounado 
with Dessaint's view as an outsider. As 
Condominas has pointed out in the preface. 
Its importance stretches beyond the con¬ 
fines of the Lisu society because it throws 
light on other Tibeto-Myanmar societies (e 
g, the Yi or Lolo) and allows a better 
understandingof the cultural history of south¬ 
western China (and, especially, Yunnan). 

The oral literature of the Lisu is presented 
in the context of the authors' account of their 
society and culture. The section on Lisu 
society and civilisation and the texts of Lisu 
oral tradition are linked together by a chapter 
on the characteristics of Lisu oral literature 
within its social and cultural context. Such 
an organisation of their matenal will enable 
readers to appreciate Lisu myths and tales 
in a rich narrative tradition. The flavour of 
these literary creations of Lisu oral tradition 
is effectively captured in the translation which 
has managed to preserve the poetic qualities 


i^tbetekts. Botitis wo^eM^Msing thftt 
the authors have maintained a strict balance 
between maintaining the poetic qualities of 
the tradition and the claims of rigorous 
anthropological science. At least four major 
qualities can be discerned in this work - 
excellence of field research and linguistic 
proficiency, in addition to scientific rigour 
and literary depth. 

This book should be of interest to Indian 
readers for a number of reasons. As has 
already been pointed out small groups of 
Lisu highlanders crossed over the Indian 
border into Tirap district in Arunachal 
Pradesh from about 1947. But it was not 
until May 1%I that a detachment of the 
Assam Rifles was dispatched to explore this 
sensitive border area The Indian armed forces 
discovered several Lisu villages that had 
already been established in the upper ranges 
of south-eastern Tirap (which protrudes into 
Myanmar territory towards Putao). After the 
army's visitation, a small administrative 
centre was established at Daodi (over 7,500’ 
in altitude) which was re-named Vijayanagar 
and made the headquarters of a new 
administrative circle. The Lisu were moved 
into one of the villages, Sidhi, which was 
re-named Gandhigram. Gurkha veterans and 
their families were brought in to re-scttic the 


abandoned liiw villages located near the 
sensitive border. 

In December 1965, an American Protestant 
missionary family, based in Putao in the 
extreme northern comer of Myanmar, was 
expelled because they were alleged to have 
made repeated (though unsuccessful) 
attempts to foment local Lisu rebellion 
against the Myanmar regime. The expelled 
family persuaded a large number of Lisu and 
other highlanders tb’follow them into India. 
Many highlanders died during the jungle 
trek from epidemics, famine, accidents, 
snakes, tigers (38 were said to have been 
killed by tigers in a single night) and generally 
from the hardships endured during the trek. 
The Indian authorities, predictably, would 
not allow the survivors to join the Lisu 
people already settled in Tirap district. Most 
of the refugees had to trek back to the Putao 
area, whilst a few settled in Myanmar territory 
close to the Indian border and a very small 
numberdid manage to slip through the border 
into India. 

We have in this book the result of work 
which combines many virtues, not least the 
story of a living people vibrant with the 
myths and tales of their past captured in situ 
as they were being told with verve and 
vitality by an aged bardic couple. 




This book presents the key results of a study 
of contraceptive use and fertility in the state 
of Gujarat, with implications for the country 
as a whole. Beginning with an introduction 
to contraceptive use and fertility, the 
aiitliors present an overview of the demographic 
characteristics of Gujarat and the pattern of 
mortality and fertility prevailing there. And 
also, the implications of the key findings for 

the formulation of a population policy, while reviewing the implementation of the 
family planning programme. 

• 1>M aiu ■ •• ta»»l 


CONTRACEPTIVB 
USE AND 
FERTIUIY 
IN INDIA 

A Cins Study sf Gujorot 
Pravin Viaaria, Leela Viaaria 
and Anrudh Jain 


REOULATING 
REPRODUCTION 
IN INDIAfS 
POPULATION 

Efforts, Risufts Olid Kitommtiidfltiom 
K Srinivasan 

view, and makes policy 
recommendations which might be crucial at this stage 
of India's demographic transition. 

■ 1»9E ■ ••• putM ■ «• »»• 


This book explores the efforts that have gone into India's 
family planning programme, and analyses in dcuil the levels, 
trends and differentials in fertUity and contraceptive use, 
using sutistical methods which are easy to understand and 
are explained along sociological principles. The author 
provides a 
balanced 
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Presented herein are our F-inancial Results evaluated on 
•y performance dimensions, each of which symbolise the 
J'lcienl performance of Corporation Bank. 


What makes the performance evaluation by Coritoration 
' Bank distinct is that the cntical ratios on haniings/Kfficiency 
are computed on an average basis - Working Funds, Assets 
and Total Business are averaged on a 26 fortnight basis. 


Backed by an equally impressive track record in house¬ 
keeping: (I) All books of the Bank are balanced and talli^ 
upto 31 St March, 95. (2) All inter-branch entnes are reconciled 
upto 31 St March, 95 and eliminated upto 31 st December, 94. 
And to cap it all, highest credit ratings from CRISIL for 
Fixed Deposit (FAAA) and Certificates of Deposit {P1+) 
instruments, all of which makes an outstanding performance. 


It IS the adoption of such rigorous standards that has made 
Corporation Bank one of the leading nationali.sed banks in 
the country with Return on Assets (Net Profit »o Average 
Assets) at a creditable 1.56%, GP to Average Assets 3.74%, 
interest Spread 4.64% (Spread to Average Assets), EPS of 
Rs.6.48, Book Value Per Share of Rs.20.92 and one of the 
lowest NPA - 4.90%, all aided by a big leap in profits during 
1994-95 - both Gross Profit Rs.l74 crore (+61%) and Net 
IVofit Rs,72 crore (+168%). 


Corporation Bank 

The 90 year young bank 

Corporate Office Post Box No.88, Mangalore 575 (X)l. 
TEL (0824) 26416 - 420 FAX' (0824) 441208 
EMail: CORP-MAN999@X 400 NICGW.NIC.IN 
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Victim of IHvialisatioii 

G Jagathpathi 

The Politics and Philosophy of Political Correctness by Jung Min Choi and 
John W Murphy; Praegcr, Westport, Conn and London, 1992; pp xiv + 169. 


‘POLITICAL correctness’ (or PC, as it is 
usually referred to even in serious writing), 
a post-modernist development, is, 
unsurprisingly, little known in the 
conservative bastion that is India. What is 
indeed surprising is that it has not caught 
on much either in Europe orelsewhere outside 
the US. This is perhaps due to the fact that, 
in president Johnson's ‘afrirmative action', 
the PC movement found some pegs to hang 
its ideas on and thus got to be well known 
in the US whereas, to the outside world, it 
got known only through invialising kinds 
of occasional notice in the media - such as 
the recent report on the ‘politically correct’ 
kiss and, notably, inter alia, the (l/mdon) 
Sunday Times's report of some years ago on 
Tite Official Politically Correct Dictionary 
by Christopher Serf and Henry Beard 
(Random House. New York, 1992). But 
even this report, unfortunately for PC, starts 
with amusing examples of 'correctness' like 
‘alternative body image’ for ‘fatness’, 
'follicularly challenged’ for ‘bald’, 
•‘terminally inconvenienced’ for ‘dead’ and 
someone who is ‘cerebrally challenged’ and 
‘sobriety-deprived’ for a ‘stupid drunk’. A 
more promising attempt could be Politically 
Correct Bedtime Stories by James Finn 
G8mcr(Souvcnir); this was cited fifth among 
‘bestsellers’ (Hardbacks: General) in the 
books section of the (London) Sunday Times 
of March 5, 1995; these are suppos^ to be 
“traditional talcs carefully re-written to 
express no opinion at all". 

The authors are aware that PC has been 
a victim of trivialisation. “Although some 
of the complaints raised by PC’ers may 
sound trite - such as whether the title ‘chair’ 
or ‘chairperson’ should be used - the thrust 
of PC should not be trivialiscd". But a 
substantial part of the blame for making PC 
look trivial has got to be borne by PC’ers 
themselves because a large number of 
'politically correct’ transformations cf 
ordinary words are just comic and/or irritant 
etymological acrobatics without any 
noticeable improvement in ‘correctness’. If 
‘fat’ is not ‘correct’ because it makes one 
laugh at, or dislike, a fat person, is ‘alternative 
body image’ going to improve matters? For 
one thing, it is vague; it can mean 'thin’, 
‘fat’, ‘short’, ’tall’ or any of the many 
alternatives possible. Making meanings 
vague is bad semantics and using three or 
four words instead of one and making things 
worse is unwise. ‘Dead’, again, is not value¬ 
laden and does not need etymological 
purification. Unfortunately, to PC'ers, 


provocativeness has long seemed to be the 
belter part of evangelical zeal - an age-old 
weakness of the proselyliscr, evidenced in 
our own country during the heyday of 
proselytisation by neophytes being made to 
do things which would have been abhorrent 
to them in their abandoned faiths. This is 
a pity because PC docs have its heart in the 
right place and, to my mind, the most 
convincing evidence of this motivational 
rectitude is PC’s immensely elevating and 
brilliant rendering of ‘disabled' into 
'differently abicd’. What then has gone 
wrong? Why is it PC has come to be 
considered subversive and desirably veiboten 
or. by the less intolerant, as only verbally 
radical but, in the long run, likely to be 
detrimental to societal fundamentals? 

For all the high scholastic credentials of 
the authors, there is no recognition by them 
of this central issue: how have PC’ers 
managed to make something serious look 
silly and why do others think it could he 
destabilising? The title they give to their 
book promises a thoughtful and incisive 
exigesis that would dispose of this central 
issue by the power of its argument. But what 
we are treated to is in fact a tiresomcly 
repetitive and disjointed refutation of their 
principal betes non es - Alan Bloom, Dinesh 
D’Souza and Roger Kimball, it is more 
politics than philosophy. 

Dinesh D’Souza is an American citizen 
of Indian origin who, while very young, rose 
10 an important position in Regan’s ensemble 
of political appointees. The authors re¬ 
peatedly attack his book. Illiberal Education 
(The Free Press, New York, 1991), a bnlliant 
and well-researched discussion of the rather 
mixed, confusing and even topsy-turvy kind 
of impact that the loftily intentioned 
'affirmative action’ programmesof president 
Johnson have had on educational standards 
and campus life in many Amerian 
universities. Harvard, Michigan, Howard, 
Duke, Stanford and the University of 
California at Berkeley, among them. 
(Incidentally, D’ Souza’s expose reminds one 
of the similarities between the American 
experience and the constitutionally privileged 
and politically well-entrenched job- 
reservation policies and special assistance 
programmes in India in terms of aims and 
consequences; that D’Souza, a quondam 
Indian, does not at all mention these 
similarities even in passing is puzzling 
because the Indian policy-package for the 
backward sections of the population is a 
great deal anterior in time to the American.) 


PC, as such, hatifly engages O’Seuza^s 
attention - actuiJly, there is only one refe^ 
cnce to it in the whole book. The reason why, 
even so, the authors worry about D’Souza 
and other such critics is that, at one level, 
PC’ers - rather than PC as such - tend to be 
supportive of attitudes that find Shakespeare 
and Milton, for example, merely words that 
can mean many different things and, 
therefore, nothing in particular. The 
philosophical basts of such attitudes needs 
careful unravelling but the authors are not 
as helpful in this regard as they ought to be. 

PC has to be understood at least at three 
levels. At one level, it is a campaign to 
identify in language all words and phrases 
which arc much too value-lad;n and 
poly semic and cither modify or replace them. 
Whatever is (but, of course, everything is) 
■‘mediated through language”, as of now, is 
inconstant and mulii-hued and therefore what 
IS thought to be reality is a “linguistic 
invention". PC has emerged as an action- 
committed variant of post-modernism and 
the logic of action renders it political, fiut 
any programme of political action aimed at 
getting across to large masses of people 
radically new ideas about the human 
condition cannot naively climb on the 
bandwagon of post-modernism because the 
confident delineation of a reasonably 
unambiguous vision in post-modernist terms 
IS inherently infeasible; for, according to the 
avowedly post-modernist authors, “due to 
the fragile and ixideterminate nature of 
interpretation, the linguistic reality 
envisioned by post-modernists is never 
finally settled and is always susceptible to 
Interpretations can always be re¬ 
worked”. But this is infinite regress - pure 
and frustrating - and the escape provided 
by post-modernists is that “the anchor for 
norms is a senes of interpretations” and 
“social reality” should be looked upon as a 
“chain enterprise”. On the other hand, the 
high degree of stability that the life around 
us does seem to have, and the quite 
unambiguc'Jo CAistentiahly that the ‘object- 
world* around does seem to exhibit, have 
been, are and presumably shall continue to 
be, sufficiently long-term phenomena and, 
though mediated by language, cannot be 
dismissed as mere hermeneutical fancy. 
Physically and biologically engendered 
impermanence (‘naswarata’), which 
apparently is in the world’s 'genes’, and 
‘reality’, which is made highly variable by 
interpretation, which is just playing (‘lila’) 
with words, between them land us in an 
illusory world (‘maya’) and make the post¬ 
modernist view-set look very much like the 
vedantic perception. 

At another level, post-hiodemism - and 
PC-question the tenability of standards, 
norms, ‘eternal’ values and other 
‘foundationalist’ concepts on at least three 
clear grounds. First, all these are mediated 
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tqr iaaguage alM^flietdfoK 
objective validity of any kind independent 
of language. Second, culture is a pr^uct of 
social intercourse and, as a result of a 
multitude of biological, geographical, 
diachronic and (the already mentioned) 
linguistic factors being operative during such 
intercourse, humanity’s cultural artefacts 
come up in an infinite variety and each of 
them is a Ding an sich (‘thing in itself). 
There can be no que.stion, therefore, of a 
‘single’ (meaning ‘western’ most of the time) 
culture equipping us with eternal standards 
to judge artefacts of other cultures by. 
Multiculturalism - the linguistic, cultural, 
sociological and political manifestation of 
the incessant change taking place in Society - 
makes the recognition of several cultures 
as autonomous, self-validating entities 
logically inevitable and democratically 
obligatory. This has led to the questioning 
and unsettling of curricula, standards, the 
‘objectivity’ criterion and other concepts 
associated with educational, literary and 
cultural praxis. Thus: you cannot test the 
African-American applicant for admission 
to a college or a university by standards 
appropnate for - and only for - American 
whites. The folk art of the Red Indian is as 
valid a cultural artefact on its own terms as 
Shakespeare is on his own and curricula 
should therefore reflect this multicultural 
diversity. Impeccable as a genuinely 
democratic tenet - yes? But let D’Souza be 
heard; 

Virtually all American universities have 
changed their admission rules so that they 
now fill a sizeable portion of their freshman 
class each year with students from certified 
minority groups - mainly blacks and 
Hispanics - who have considerably lower 
grade point averages and standardised test 
scores than white and Asian American 
applicants who are refused admission. Since 
It is often difficult for minoriues admitted 
on the basis of preferential treatment to 
compete, most universities offer an array of 
programmes and incentives, including cash 
grants, to encourage these students to pass 
their counses and stay in school. The coveted 
perks of so-called affirmative action 
programme have sometimes been extended 
to other groups claiming deprivation and 
discrimination, such as American Indians, 
natives of third world countries, women, 
Vietnam veterans, the physically disabled 
(now sometimes called the “differently 
abled’’), homosexuals, and lesbians [Oinesh 
D’Souza, op cit, p 2]. 

Much of this is a stark repetition of recent 
Indian history in the US. It will be some time 
befote, out of this chaos of problems pressing 
for solutions and of solutions creating 
probelms, some modi vivendi of enduring 
meliorative capability emerge such as would 
ensure .that multiculturalism - a particular 
stage in cultural evolution - harmonises 
rather than disintegrates. It is in this context 


of ctMifhiem cuItaieiil^f'C has become ft 
politically significait movement and has in 
the process become much less than wholly 
negativist like post-modernism. 

At a third level, PC questions prevalent 
epistemological procedures which proceed 
on the assumption that there are truths to be 
discovered and that objectivity is not 
impossble. The paradigm here is of course 
modem science. Assumptions of this kind 
have done mankind proud and neither PC’ers 
nor even post-modernists have dared to 
dismiss science as a mere ‘linguistic 
invention’ of no consequence; it is much too 
credible and palpably beneficent an 
existential entity to be dismissed away as 
linguistically manufactured ‘maya’. 

This reviewer doubts whether, 
notwithstanding the many valid points made 
by PC and-post-modernism, they really sort 
of add up to an acceptable ‘Weltanschauung’. 
The fact that the more you keep searching 
for the ‘essence’ the more it keeps retreating 
does not invalidate the search itself nor can 
there be a denial of the possible existence 
of an ‘essence’. Values and standards may 
change over time but there is in them a 
semantic core stable enough for some time 
to make social intercourse possible. There 
is no imminent danger of ‘tomorrow’ 
meaning ‘yesterday’ or of ‘death’ meaning 
something else when it stares us in the face 
and often makes us all disheaitened beyond 
endurance. Surely, ‘love’ and ‘mamage’ 
mean to post-modernists and PC’crs what 
they mean to others and seldom is there any 
thought of stopping to consider the many 
possible meanings of love before proceeding 
to the riskier stages of involvement. That 
there are many words in every language each 
of which means many different things 
evidences the utter inadequacy of the 
linguistic effort of man; nobody has 
prevented the improvisabon or creation of 
different words for different meanings. How 
difficult it is on the other hand for a new 
word describing a new, distinct and definable 
development in behaviour to get into the 
lexicon is evidenced by roughly the year it 
took for ‘bodyline' to enter the sacred 
precincts of the Oxford English Dictionary. 

It is also a fact that ‘double entendre’ is the 
staple food of poets, diplomats and writers 
who often want what they say to mean less 
or more than what it seems to mean. So, to 
keep things going in this world of ours, we 
seem to need vagueness, imprecision and 
polysemy as much as clarity, precision and 
univocality. 

The name, ‘post-modernism’, itself is no 
model of precision; it is not much of a help 
by way of telling us what it is all about - 
it begs far too many questions. Would the 
designer who happens to design the successor 
to (the modem) jeans be a post-modernist 
too? The debunking of pretentious 
philosophising - indeed of whatever is 


pretentious - is the concomitant obverse of 
the incessant effort to man to theorise about 
the world around him - and himself - but 
debunking by itself does not amount to a 
theory or a philosophy or even a hypothesis. 
There can be no denying of the brilliance 
of much post-modernist thought but, as 
Gurpreet Mahajan observes: 

Consequently, to retain at least some of the 
philosophical insights of post-modernism, 
we need to make a distinction between its 
potentialities of negation and its norms of 
affirmation. We need also to rethink the 
concepts through which anti-foundation- 
alism is given a positive content [Economic 
and Political Weekly, Vol XXX. No 4; 
pp PE-45-461. 

This is an impossible proposition. Critic 
can’t turn creatior; as G K Chesterton says 
in another context, "The criminal is the 
creative artist; the detective only a critic”. 
It is true that every great philosopher is 
cnticai of preceding philosophers but that 
kind of criticism is only a prolegomenon to 
the exposition that follows. 

The authors do not do justice to the quite 
big task that they took on. Post-modernism 
and PC will finally end up only a guide-post 
or twoon the paths that contemporary science, 
philosophy and culture build. Even so, they 
certainly deserve a more systematic appraised 
than a somewhat repetitive and unsure plea 
in self-defence. In any case, there is a good 
deal in a name and post-something -or-the-. 
other IS hardly a name that a self-respect¬ 
ing intellectualism should let itself be 
known by 
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BANQUE NATIONALE OE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


(Amounts in thousands of Indian Rupees) 


BAIANCE SHEET AS AT MARCH ? 

i 

1 

^rs 

1 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH SI. 1995 

NOTES 

1995 

1994 

NOTES 

1995 

1994 

CAPITAI. AND 




INCOME 




LIABILITIES 




Interest earned 

14 

941,144 

921,473 

Capital 

2 

10,000 

10000 

Other income 

15 

91,356 

106,414 

Reserves and suiplus 


1 296,907 

797,946 



1,032,500 

— 

Deposits 

4 

3,317,021 

4016430 



1,027 887 

Borrowings 

Other liabilities and 

5 

567,918 

107 195 





provisions 

6 

481 562 

482,410 

EXPENDITURE 






5,673,408 

5,413 981 

Interest expended 
Operating expenses 

16 

17 

460,589 

151,391 

358,109 

142,973 





Provisions and 








contingencies 


259,130 

353,998 

ASSETS 






871,110 

855,080 

I'ash and balances with 
Reserve Bank of India 
Balances with banks 

7 

429,456 

315.231 

PROFIT 




and money at call and 




Net piofit for the yea' 


161,390 

172,807 

short notice 

8 

125 633 

57 035 

Profit brought forward 


107 513 

45,395 

Investments 

1(c) & 9 

1,135,148 

1.916,939 



268,903 


Advances 

1(d) & 10 

2,951,335 

2,510,524 



218,202 

Fixed assets 

1(c) & 11 

741,248 

399,994 





Other assets 

12 

290,588 

214.258 







— 

— 

APPROPRIATIONS 






5,673,408 

5,413,981 

Transfer to statutory reserve 

32,300 

34,560 





Transfer to remittable 








surplus retained account 


56,700 

49,633 

Contingent liabilities 

n 

15.996,344 

12,984,712 

Remitted to head office 



26,496 

Balance earned forward 


179,903 

107,513 

Bills for collection 


1,028,466 

578.960 



268,903 

218.202 

The accompanying notes 

are an integral part of this statement 

The accompanying notes are an integral part of this statement 
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BANQUE NATIONALS DE PARIS 

(Incorporai^’d in f'ranee vnth Limited Liabilit\) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31 I99S 
(Amounts in thousands of Indian Rupees) 


1 Summary of Significant Accounting Policies 

(a) General 

The accompanying finanLial statements ore prepared under the 
histoncal cost convention (as modified by note 1(e) below) and 
conform to statutory provisions and practices prevailing within the 
banking industry in the country 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities are translated at the exchange 
rates notified by the Foreign Exchange Dealers’ Associauon 
of India ('FEOAI) at the year end except in the cases of deposits 
accepted under the Reserve Bank of India s ( RBI) Foreign 
Currency Non Resident Accounts scheme ( FCNRA ) whichare 
valued at the relevant rates noblied by RBI and deposits under 
the Foreign Cumney Non Resident Banks scheme ( FCNRB ) 
which are swapped into nipces at the spot rale prevailing on the 
date of accep’mee The profil/loss on the swaps arising out of 
the difference in the exchange rale on contract date and matunty 
date IS reported under other liabilities and pro raied over the 
tenor of such FCNRB deposit AM resulting prolils/Iosses on year 
ind revaluation are included in the profit and loss account 

(ii) Income and expenditure items ue translated at the exchange 
rales prevailing on the date of the transaction 

(III) Outstanding forward exchange contracts and spot exchange 
contracts are revalued at rates of exchange notified by FEDAI 
prevailing at the year end and the resulting profit or losses 
are included in the profit and lose account 

(c) Investments 

(i; To accoid with the instructions of the Reserve Bank of India 
( RBI ) relating to the valuation of permanent investments 

* the Bank has changed its method of valuation as at March 

il 199^ Investments in Covemment and other approved 
securities and bonds intended to be held to matunty are 
valued at the lower of cost or face value In case the cost 
price IS higher than the face valde such premium is amortised 
over the penod to redemption Where the cost pnee is less 
than the face value such discount is ignored instead of being 
recognised as was done in the previous year 
Had the Bank not revised its method of valuation, the value 
of investments and the net profit for the year would have 
been higher by Rs 279 000 

(ii) Government securities not intended to be held to matunty 
are valued at the lower of cost or market value Market value 
IS deiennined on the basis of maiket quotaUons at year eral as 
indicated by the RBI 

(III) Treasury bills and commercial paper are valued at carrying 
cost 

(d) Advances 

Doubtful advances are identified by periodic appraisals of the 
portfolio by management and appropnate provisions are made 
The related interest on such doubtful advances is credited to on 
interest suspense account and not accrued to profits until received 
Advances are stated after deduction of piovisions and interest in 
suspense 

(e) Fixed assets and depreciation 

(i) Fixed assets other than premises are stated at cost less 
deprecianon 

(ii) Premises at Bombay have been revalued at March 11 I99S 
and are stated at their market values determined by a 
Government registered valuer The surplus ansing out of such 
revaluation has been credited to a revaluation reserve 
Depreciation on the revalued amount related to premises at I 
Bombay will be provided in subsequent years 


The Bank had revalued its entire premises at March 31 1993 
by Rs 373 369 million and the surplus arising out of such 
reviluition had been credited to revaluation reserve An 
amount of Rs 79 000 (1994 Rs 6 086 million), representing 
additional depreciation arising out of revaluation has been 
transferred from the revaluation reserve to the profit and loss 
account 

(III) Depreciation is provided at I 63 per cent per annum on the 
onginal cost of premises on a straight line method Depre 
elation IS prov ided on all other fixed assets on the diminishing 
balance method at rales ranging between 10 and 2S per cent 
per annum Depreciation on additions made upto September 
30 1994 IS provided for the full year while depreciation on 
addiUons alter September 30 1994 is provided for half the year 
(0 Staff benefits 

The Bank has created separate recognised funds for pension and 
gratuity benefits to employees Staff benefits to employees are 
based on actuarial valuation 
(g) Net profit for the year 

The net profit disclosed in the profit and loss account is after 
accounting for inter aha provision for income tax provision for 
doubtful advances and other necessary provisions 



2 Capital 

Capit^ 

Deposit kept with the 
Reserve Bank of India 
under Section 11(2) ol ihe 
Banking Regulation Act 1949 

3 Reserves and Surplus 
Statutory reserve 

Opening balance 
Additions dunng the year 
Closing balance 

Remittable surplus retained account 
Opening balance 
Additions dunng the year 
Closing balance 
Revaluation reserve 
Opening balance 
Additions dunng the year 
Transfer to profit and loss account 
Closing balance 

Balance in profit and loss account 

4 Deposits 
In India 

Demand deposits 
From banks 
Prom others 
Savings bank deposits 
Term deposits 
From other than banks 


94 ()7S 
32 3(X) 
_126 375 

229 075 
56 700 
285 775 

367 283 
337 650 
(79) 


704 854 


179,9 03 
I 296 907 




229 075 


373 369 
(6 086) 


367.283 


107.513 
797 946 


13 478 

1 051 040 
126 108 

2 825 804 
4 016 430 


Economic ^and Polmcal Weekly July 8. 1995 





















DNP 


BANQUE NATIONALE DE PARIS 

{Incorporated i/i France with Limited Liahiltiv) 

INDIAN BRANCHES 


NOIES TO THE FINANCIAL STATEMENTS AT MARCH 31. 1995 
(Amounts in thousands of Indian Rupees) 



5. Borrowings 
In India 

Reserve Bank of India 
From banks 
Outside India 


Secured borrowings included above 

6. Other Liabilities and Provisloas 
Bills payable 

Inter-office adjustments (net) 

Interest accrued 

Others (including provisions) 


7. Cash and Balances with 
Reserve Bank of India 

Cash in hand (including 
foreign currency notes) 
Balances with Reserve 
Bank of India 
in current account 

8. Balances with Banks 
and Money at Call and 
Short Notice 

In India 

Balances with banks 
In current accounts 
Outside India 
In current accounts 


9. Investments 
In India 

Government securities 
Other approved secunties 
Shares 

Debentures and bonds 
Commercial paper 

10. Advances 

(a) Bills purchased and 
discounted 

Cash credits, overdrafts and 
loans repayable on demand 
Tenn loans 


549.500 

18.418 


567.918 


422,307 


429,456 


125,633 


991.730 

24,825 

410 

50,101 

68,082 


1,135,148 


100.000 

43 



3 ^. 2 ^ 

315,231 



53,892 

57,035’ 


934,265 

24,825 

410 

lOI 

957,338 


1,916,939 


668,232 386,298 


2,282,981 

122 


2,122,621 

1,605 


(b) Secured by tangible assets 
Covered by bank/ 

Government guarantees 
Unsecured 

(c) Advances in India 

Pnonty sector 
Others 


11. Fixed Assets 
Prenuses 

At book value- 
Beginning of year 
Revaluation during the year 
Deductions during the year 

Depreciation to date 

Other Fixed assets (including 
iiimiture and Fixtures) 

At book value. 

Beginning of year 
Additions during the year 
Deductions dunng the year 

Depreciation to date 
Net book value 

The surplus of Rs 337.65 million 
arising on revaluation of prenuses 
at March 31, 1995 has been 
credited to revaluation reserve. 

12. Other Assets 
Interest accrued 

Tax paid in advance/tax 
deducted at source (net) 
Stationery and stamps 
Others 

Advances to employees 
Prepaid expenses 
De^sits 
Others 


1995 

1994 

2,052,643 

1,816,435 

802,339 

96,353 

406,093 

287,996 

2,951,335 

2,510,524 

928,874 

2,022,461 

242,709 

2,267,815 

2.951,335 

2,510,524 



380.390 


380.390 

(7,661) 


710,051 I 372.729 


63,957 

12,335 

(848) 


75,444 

(44,247) 


741,248 


56,475 

12,065 

(4.583) 


63,957 

(36,692 ) 

—ffm 


399,994 


2,951,335 2,510,524 


i 

53,892 

44,178 

72,413 

53,990 

221 

430 

87,761 

70,701 

44.2'69 

24,817 

23,650 

31,600 

8,382 

8,542 

290488 

214,258 
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BANQUE NATIONALS OE PARIS 

(Incorporated in France with Limited Liability) 

INDUN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1995 
(Amounts in thousands of Indian Rupees) 



13. Contingent Liabilities 

Claims against the Bank 
not acknowledged as debts 
Liability on account of 
outstanding forward exchange 
contracts 

Guarantees given on behalf 
of constituents in India 
Acceptances, endorsements 
and other obligations 
Other Items lor which the 
Bank is contingently liable 


Demands raised in relation to past 
income tax assessments which 
are considered unsustainable in 
appeal have, accordingly, not been 
provided for in the financial 
statements 

14. Interest Earned 

Intcrest/discount on advances/bills 
Income on investments 
Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 


15,336 15,333 

9,810,983 7,427,889 

798,473 1,159,378 


16. Interest Expended 

Inte^st on deposits 
Interest on Reserve 
Bank of In^a/ 
inter-bank borrowings 
Others 


3,104,483 2,036,044 17. Operating Expenses 


237,069 2, 346,068 

15,996,344 12,984,712 


631,053 

274,113 


676,227 

221,519 


32,438 20,954 


Others 

3,540 

2 773 


941,144 

921,473 

IS. Other Income 

Commission, exchange and 
brokerage 

1 

68,441 

50,439 

Net profit on sale of securities 

1,072 

13,265 

Net (loss)/profit on revaluation of 
securities 

(3,809) 

1,439 

Ner profit/(loss) on sale of land, 
buildings and other assets 

425 

(753) 

Net profit on exchange transactions 

21,380 

29,319 

Miscellaneous income (includes 
bad debts recovered Rs 18,000 
(1994- Rs 12,636,000)] 

3,847 

12,705 


91,356 

106,414 


Payments to and provisions 
for employees 

Rent, taxes and lighung 

Pnnting and stabonery 

Advertisement and 
publicity 

Depreaation on the Bank's 
property 

Directors’ fees, allowances 
and expenses 

Auditors’ fees and expenses 

Law charges 

PosUge, telegrams, 
telephones, etc 

Repairs and maintenance 

Insurance 

Cost of voluntary 
retirement scheme 

Head Oflice charges 

Other expenditure 


18. Prior Year Comparatives 

Pnor year amounts have been reclassified 
wherever necessary to conform to the 
current year's presentation 


1995 

1994 

202,649 

161,986 

166,025 

91,915 

90,474 

105,649 

460,589 

358,109 

56,611 

44,005 

14,682 

11,489 

3,204 

8,658 

1,287 

1,545 

8,163 

7,266 

13 

22 

520 

951 

961 

1,112 

2,021 

3,897 

1 

13,412 

12,193 

2.645 

2,297 

- 

8,281 

27,601 

19,586 

20,271 

21,671 

151,391 

142,973 
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BANQUE NATIONALE DE PARIS 

(hu orporated in France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report on the Financial Statements under Section 30 of the 
Banking Regulation Act, 1949 

We have examined the balance sheet of Banque Nationale de Paris - Indian Branches (‘the Bank’) 
as at March 31, 1995 and the related profit and loss account for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards and, accordingly, included such 
tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. We have also Obtained all the information and exphanations which, to the best of our 
knowledge and belief, were necessary for the purposes of our examination and have found them to 
be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the rompanies 
Act, 1956, the financial statements arc not required to be, and are not, drawn up in accordance with 
Schedule VI to the Companies Act, 1956, The financial statements are, therefore, drawn up in conformity 
with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949, 

In our opinion, the accompanying financial .statements give a true and fair view of the .state of affairs 
of the Bank as at March 31, 1995 and of its profit for the year then ended. 

Furthermore, in our opinion. 

(a) the transactions of the Bank which have come to our notice have been within its powers; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, 
and give the information required by the Companies Act, 1956 in the manner so required for 
banking companies; and 

(c) the Bank has maintained proper books of account as required by law insofar as appears from 
our examination of those books. 


Arthur Andersen & Associates 
Chartered Accountants 
Sd/- 
Vijay Sahni 
Partner 

Bombay 
June 29. 1995 
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Some Notes on International Monetary Reform 


Ranjit Sau 

//its papei re\ic\\ v and leunuiles lliiee models oj inteinational nioiutan rejorin strutluialist, monetarist and 
lolaldnt The\ aie shosiii to he imderdetetminale In a thiee niatkel econonn ilies eailt equilibtute only one nuaket 

Tlicie aic tluec pioblenis mnalignnieni oj iurnnuei, volatilil\ oj exihange ratex, and movement of hot money 
The silnatton leipaies flexible lelative pnce^ of i>oods, appropiiuie nione) supplies and a Tobin tax on currency 
liansiu lions 

Mones demand fniu lions has i huonu unstable In tlu absent e of global t o oidination oj national money supplier 
there is a cast joi an inteiiialional agents to issia bond deiioiiiincited m a basktt of tuirenties and to engage in 
open niaikei opualion jot woiltl nioiutais stabilisation 


I 

IntruduLtion 

nifc pi esi'nt ()i III I injiu i il icginic ilispl.iys 
ihici: major piohlims pcisiiunt 
inisalijir mcni ot iniiiniiL'. voliiiliu ol 
i.xthani.'c I Uis md ibiiipl massive 
imneinenl ol poitlolio i \pi{ il Lmineiu 
etonomisisluue in idc si in il propos iK lor 
rcloiin Three classes ol models aie now 
available lo address ihese issue's iliev may 
he called stiuitiiiilisi monetinsi ind 
volalilisl One miy miiiide Williamson 
(1985) and Kiugmin (1987) m die lirsi 
eateeory Mundell (I9ST I9b7) and 
McKinnon (1984) iiuhe second md lohm 
(1978 1984 199)) md ) lehciiiiici n md 
Wyplos/ (199)) in iIk ilmd 

In this conicxi (he woild ceopoms is best 
visualised as having Ihice m iikcls ih it deal 
wiihrespcclivcly goods capilil and money ' 
By Wallas live ii is iiicess ii y and sullicieiu 
In establish ee|mlibrium eondilions lot any 
(wo markets It will be shown lieu ih u the 
above-mcniioncd mixiels nc individually 
lUiiteitleit Iiiiinaie loi each ol them 
equilibiatesonlyoncm iikii However since 
they locusondillcienim Iikcls iiii mspnes, 
Ihevaieniiitually complement iiy i uhei than 
eontradicloiy Aeeoidingl) this pipei will 
make an attempt loconcepiu illy ineoipoiaie 
the three cla ses ol model' into i ecncral 
one 

The stiuetui ilists sec the need (or 
adjustment ol lelatisc prices ol goods, that 
IS, the I < al excluinge i ate The nione tai ists 
as is expected ^issign piime inipoitaiice to 
mattitaining the appiopiiate iioiiiiiuil 
exchange late by keeping die woild money 
supply undei contiol The thud school i* 
concerned about excessive niicftiation in 
exchange rate that induces s|ic'c(ilativ c capital 
movements and thereby distorts economic 
signals In a pcicepiive, hut contiovcisial, 
scheme Tobin has suggested a 0 5 per tent 
levy on spot transaction ol lurcign exchange 
(including deliveries pursuant to liituies 


eimii Ids and options) to discourage i]iuck 
lound iiippma which is csseniially a /eio 
suing line w nil dubious economic mciil As 
I eonsetiueiicc ol the lax the cost ol long 
leiin c ipit il III ly go up a hlile he concedes 
but such a rise will be much less than tint 
ol slimt-run speculative hot money So the 
robmtaxinclicctwould mereisethewcight 
maikit paitteipanis give to long lange 
tundaincnials relative to immediate 
speculative op|)oiiimitics' While the end 
icsuli IS atcepied we sli ill show below that 
the cost ol long (cim capital m iv not go up 
It all msie id It may even tall as the 
el impelling ol speciilatisc cuirency 
liaiisadionswouldielease/imik s tli.itwould 
now be avail ibic lot use in the real’ sector 
ol the economy This Imding would 
sticnglhcii till case loi lohm tax 

Money demand lunctions are known to 
have been destabilised But the money 
supply protess docs not seem to have risen 
to the occasion tlieic is no trace ol any 
global eo oidinatioii lor regulating the 
aggieg lie inoiicy supply a la McKinnon 
I his pipei will aigue that tlieie is a case 
lor an intcinaiional agency such as the 
Intel 11 itioiial Monetary Fund (IMF) to issue 
bonds is close substitutes ol national 
moneys md lo engage m open market 
opciaiioii wiih ihem lor world monetary 
stabilisation 1 hese bonds would be 
denominated iii a basket ol euiiencies 

In what lollows Section II reviews a 
structuralist model and Section III a 
inonclanst model rccoiistrucicd by us 
Section IV deals with the main ideas ol 
what we hive called the volatilist school 
Section V attempts a synthesis ol the three 
V lews 

11 

Target Zone 

exchange rates among the world's 
piinctpal curicncies have now Boated loi 
over two dee.ides That is sutlicicnt time 


to have established beyond doubt that 
lloatingiates show agreal deal of vanability 
and that the adoption ot exchange rate 
llexibility does not resolve all balancc-of- 
payments problems The demonstration that 
tloaiing IS viable has not been matched by 
I consensus that it is desirable Indeed, 
nioi e and more observers have been alarmed 
by the siolent swings in exchange rates- 
swings diamatically bigger than anything 
ex|)ciicnccd by the Canadian dollar in the 
195()s which provided the experiment with 
lloaling that, in turn nurtured support in 
the 1960s 

Misalignment means a persistent departure 
ol the exchange rate trom its long-run 
equilibrium value while volatility relcrs to 
the amount ol short lun vanability trom 
hour to hour day to day, week to week, or 
month to month These two patterns of 
V ai labi lity arc distinct in nature, tor rates can 
be volatile around an equilibrium level of 
competitiveness or stable over long periods 
while misaligned 

Williamson (1985 14), the chiel architect 
ot the structuralist theory and policy, defines 
the lundamental equilibrium exchange rate 
(FLFR)asonc which iscxpectcdlogenerate 
a current accoutit surplus or delicti equal to 
the underlying capital How over the cycle, 
given that the country is pursuing ‘internal 
b dance’ as best as it can and not restricting 
ir.ide lor balance ol payments reasons ” As 
a lust step to quantity (he FEER one has 
to measure the underlying capital tlows that 
rclleet real lorces, namely, thrill and 
productivity A country with a high rale of 
investment (in rellection ol a high 
productivity ol capital) relative lo the level 
ol domestic savings will tind it advantageous 
to im|x>it capital Conversely, a country with 
a high net savings lalc and relatively few 
investment opportunities can benelit by 
using a part ot its savings to acquire 
investment abioad Thcinllow and outflow 
ol capital that results from sucfi , 
considerations will noinially be bencticial, 
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' 4«y{fl'sitopermi('{tmsh«rIevel olinveMmeftt 
2‘ to be iustaincd, oi by ullowinji savings to 
be invesicu abruaci in a iiioiu piodtiLlivc 
way. But realisation ot that potential gain 
rei|Uires that the capital How be matched by 
a corresponding uaiislei ol ical icsouiccs 
‘That IS, It iec)uiies a m Itching cuiiciU 
account surplus oi dclicii, so that the 
overall balance ol payments is in 
equiltbrium Ihuscuneni ucount t.ugcis 
are the miiioi im.me ol iindcilying capital 
ftows” iWilhanisoii tvs') 211 
There arc three laciors ib ii have i m ijoi 
systematic imp Id on cinieni account 
(a) tcinis ol bade (b) id ilice pressuic ol 
demand at home is aeainsi that in loieign 
markets, and (ci puce competitiveness as 
indicated by the icil exchinee late 
Williamson cm lies 

current balance = Kieimsol tiade iclative 
pressure ot dem md ical eschange laic) 

ID 

He dclines the leims ot ti.ide as die piice 
Ofcxpoits divided by the puce ol impoits 
and the real exchange latc as die puce ol 
homc-pioduced iiadable gocids divided by 
the price ol competing loicign pioducts 
These two concepts hesivs would icduce 
to the same thing in a simple expoii ibles 
importables model ol li ide ihcmiy "lUil 
they arc, he insists scrv diKcicnt in die 
real woild And in ihe ibsencc ol any 
published data ol (iNP gap on an 
intcrnalion.illy compaiabie basis he 
assumes ihat die best I mines to issess 
relative demand picssiiics would be the 
unemployment statistics 
Note that the leims ol nade itsell is a 
function ol lelalisc detm.iid prcssuic and 
Ihe teal cxcliange laie So, the cuiieni 
balance may be c onsideicd ui depend upon 
only two vaiiihles n.imcly the lelniive 
pressure ol demand and the leal e\c hange 
rate Given an csiimiteol cuiieni balance, 
and ol the lelaiive demancl piessuie which 
IS cyclically noun il {1) can be solved lot 
the real exch.mge late li is tins value ol 
the real exchingc laie which is called ibe 
PEER, pioviJed the predelcimincd cimenl 
balance is set at die level dictated bv 
‘underlyingcapital Mows Wild inisonhas 
devised a method lorcoinpuiiiig the 11 1 R 
With the f'FtR as a cenli al i ale he consii ucis 
a target /one, perhaps 20 pei cent wide 
With soft maigiiis lo succeed, the co iniiv 
‘'must have a convincing altcinaiive anchui 
to control inllaiion wiihappiopnaicmaciu 
^economic policy In this scheme the IMI 
Ts called upon to preside over intcrnation il 
) negotiations tor drawing up i mains ot 
'PEERS among m.ijoi ciniencies md the 
associated laigel/ones The I,Ml will also 
Supervise the consisiem' of coumries 
moneiary-tistal policies with then target 
zones 


underdetcrmihQte in H leAll 
vaiiablcs unaccounted tor/Por instance, it 
ignoies the rate ot interest. When so much 
of internalionjl capital seems to be chasing 
iiiteiesi lalcdilleienttals it is hard to abstract 
lium such a crucial tactor This point can 
be claiilicd tuilhcr d wc t.ikc the excess ol 
investment ovei saving as a measure ol the 
’relative pressuu ot demand' Then (Dean 
be levviitlcn as 


(X-XD = r (d-S). E) 


( 2 ) 


where X is expoti X* im[)oil, 1 investment, 
S siving, and I the leal exchange rate 
Recall Ihat the terms ot trade is a lunclion 
ol (he othei two arguments m (I) Suic 
enough it lollows tiom(lien.Hional accounts 
that 


X- - X = I - S 


( 1 ) 


IS an identity But Ih it docs not take away 
the sigmlicancc ol (2) Indeed, (2) is a 
meaninglul siaiement, lor it identities a 
II insniission mechanism lui iclcniity (1) 
Although an economy must respect 
accounting idcniilies, looking al these 
identities can never he the lull analysis' 
(Krugin.in 1987 I] I vidently (2)saysihat 
die idciility bciween trade bulancc and the 
investment-saving gap is established 
Ihiough Ihe mechanism ol ical exchange 
I ale 

In ordci to toimalise Ihe siruclinalist 


McKinnoni 1984.14)strikes a distinct note 
with his categorical statement. With smooth 
functioning capital markets, little or no 
i hange ut the 'real' exchange rate is 
ni i cwai V loiran\fer saving from one c oimtry 
to unotliet (Italics in the original)' In each 
industrial country, he maintains, the central 
bank should de-cmpha$isc purely national 
monetary mdicatuis. such as interest rates 
or growth in domestic money, and increase 
the weight assigned to stabilising the 
exc hange rate against a hard currency trading 
pai(ncr Such an outwaid-looking monetary 
|)ohcynccdnotconl1ict withdomestic macro¬ 
economic goals For the exchange rate is a 
robust indicator ot changes needed in the 
nation's money supply to prevent unexpected 
inllation or deflation 

I o siahiliseihc world economy, however, 
more IS requiredol the monctaiy authorities 
ol (Idlercnt countries They have to co- 
opciatc to hold (he absolute purchasing 
power ot their curiencies Proper joint 
conliol over their aggregate money stock 
w ould dampen worldwide economic cycles 
1 he analytical iramework ol this proposal 
can be put as follows While McKinnon 
h.is esi limited sevei al equations with growth 
latesol variables wc rcconstiuct his theory 
with the lollowing equations using level 
vaiiables 


viewpoint we 
luiiclions 

iniioduce the lollowing 

Y P = Y(M,c) 

M/P = M(i. Y, e) 

(9) 

(10) 

1 = 1(1) 

(41 

c ^ P/P* 

(II) 

S - S(Y) 

(‘5) 

P = P(W e) 

(12) 

X = XtU) 

(6) 

Y*P* Y*(M*, e) 

(11) 

X* = X'(Y) 

(7) 

M*/P* = M*(i*. Y*, c) 

(14) 

where i is mteiesi i.ite and Y income Hcie 
(2) (4) (7) torm a sysiem ot live equations 

P* = P* (W, e) 

M + M* = W 

(l-‘i) 

(16) 


wilh seven unknowns To be sure, eqnaiions 
(4)-v7) ire .iclcled by usioloinially coni|ilcic 
die siMictiiialisi model Income Y may he 
spec died exogenously at lull einploymeiii 
Ivscl ,is lequiied lor mlcinal balance Lvcii 
then the model will h.ive one degree ol 
liccdoin Conceivably it can be closed with 
1 liquidity pielcic'iice liinction 

M = Mti.Y) (8) 

where M IS the money demand tunction 
(The puce index is set at unity ) And the 
supply ol money is exogenous 

Bui It will soon Iranspiie that (8) raises 
lundamcnial questions Such a money 
demand lunction as (8) might have been 
valid in a icginic ol adjustable peg ol the 
Bicllon Woods era Now with floating 
exchange rates it is no longer stable 1 heie 
jic evidence that, lor example, Ihe US 
money demand tunction ol the torm (8) 
had been unstable, having slutted once in 
the 1970s, and again in Ihe 1980s [Hater 
and Jansen 1991, Miller 1991] 


whcie P IS piicc and W is woild money 
supply ' All asterisk means (hat the variable 
belongs to the icst ot-ihe-woild Clearly, 
(11 )assumcsiheabsolutcpurchasing-|X)wer- 
piiity thcoiy 

Ihe cenlial message ot this model is that 
woild money supply W is the policy- 
nisiiumeiu tor the target ol exchange rate, 
which in turn ensures price stability 
Aicoiding to McKinnon, three major 
industiial countries - Germany, Jap.in, and 
the United States - should jointly regulate 
ihcir aggregate money supply, consistent 
with the maintenance of absolute purchasing 
power of their national cuirencics 

The monetarist model, as formulated 
above, IS undeideterminate It has eight 
equations, (9)-(l6), with nine endogenous 
v.iM.iblcs Y, Y*. M. M*, P, P», 1 . 1 *. and 
c, given W asexogenous *'Of course, another 
vai table, say, M. can be taken as exogenous, 
and thus the model be closed. 

McKinnon looks at the capital market 
while Williamson concentrates on the goods 
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X*-wX*4K (17) 

Clearly, (3) and (17) arc (wo sides ot (he 
same com (he (radc balance is equal lu (he 
capKfll iiiHow, as well as (o (he excess ot 
invesdneiK over saving In (Ins sense (he 
s(ruc(uralisi and (lie munetaMs( views are 
possibly compleineiUaiy instead oi being 
coniradicloiy However Iheii dilleicnces 
cannot be ignoied loi example, money 
demand luncnons (8) and (10) aic not 
identical 

IV 

Casino Capitalism 

Capital moves evei moie lied) acioss 
nalional bouleis boili by diieii business 
mvcsimenis and by pui chases ,ind sales ol 
I mancial assets Howevei the capit.il Hows 
needed to achieve etiKieiit ,illucation ol 
world s<ivings ai e today a minuscule 1 1 ,iclion 
ot worldwide (lansaclioiis in ciiirciicy 
markets which aie estimated to luii it one 
trillion dollars a day The hulk ol these 
trillions ot cuiiency exchanges aie 
speculationsandaibiii.iges seekingiomike 
quick money on exchange i ite llucitiaiions 
aiidoiiinic I nation il nuciestiaiedilleicnii ils 
They tonliibuie link to lalion il lone icini 
invesimeiil alloc alums I xeh inge tales lie 
at the nierev ot the opinions ol piiv.ite 
speculalois commaiiding v.isi sums I heir 
activities disloit the sign ils ih it exchange 
markusgiveloi long i iiigenncsimcnisand 
lor (radc 

Interest latearhiiiagem ikes ndilticult lot 
national ceniial banks to lollow monet.iiy 
policiesincle|)endcniol thoseol m qoi loicigii 
cenlial banks Only a lull Hedged global 
curicney union c in prevent siKculaiionson 


tt^'^bn'tttx W. Rif 

instance, such a tax rtdsesS 12 billion a year 
(Roll 1989, Slight/ 1^89] In the US the 
Bush admimstiation jthidied a sccunties 
ti ansaction tax as a possible means of raising 
revenue to help close the budget deficit 
[Kietcr I990J Undoubtedly thereaic strong 
iiononuc (JJuunt) arguments lor taxing 
short-leim ti.i,ling 

Emphasising ilie volatility ol exchange 
lalc and Ihe consequent nsc ol speculative 
casino capitalism Tobin has added a new 
dimension to the issue ot international 
monetary leloim The. Tobin lax is not 
ncccss.uily inconsisicnl wilh eiiher the 
stiuc'uialist or (he monetarist proposal 
However, by ilsell it is not a complete solution 
to the thiee major pioblems ol the present 
vvoild linanci il regime Ih.il we have noted 
.ibove 

V 

• A Synthesis 

let us recall that, by viitiie ol (^) 
Williamson lucuses on the goexis m.irkci 
ind Ih It III view ot (17), McKinnon seems 
to concenlialc on the relatively medium or 
long term c.ipilal market 1he short tenn 
money maikct w iih high licqucncy voLuility 
IS not under scrutiny ot cither It is Tobin wlio 
IS concerned alxvut hour to hour day to d.iy, 
or month to month variation in exchange 
I ales, .iiid iheenormous volumeui SjKculalive 
currency iransiclions (hat it generates Tlie 
world economy has ihice markets lor 
icsiTcclivcIy goods, capital and money So 
1 synthesis ol Williamson McKinnon, and 
lobin IS not entirely implausible 

One dividing line between Williamson 
ind McKinnon is the coiiiiovcrsy on real 
exchange i He veisus nominal exchange rale 


One stronf<^ 


presumption”, therefore, one can say that the'' 
diftercnce between Williamson and 
McKinnon on this score can be narrowed. 

II trade moves by the real exchange rate ^ 
as Williamson and Krugman hold, it is also 
true (hat capita! is motivated by the nominal ' 
exchange rate The real return, r. of ■ 
investment of one dollar in domestic asset ^ 
IS given by 

l+r = (l+i)/(l+n) (19) 

where n is die rate ot inllalion at home On 
the other hand, (he real rate ot iciurn, t*, 
ol m vesimeiii ot one dollar m a foreign asset 
IS given by 

1 + 1 * = e,(l+i*)/(l+it)c„ (20) 

wheiec,, ot Ihe exchange rale ol Ihe t urrency 
111 terms ol dollar in peiiod 0. and e,, is that 
m peiiod I Inteiesiingiy, the foreign rate 
ot mdation, n*, docs not appear anywhere 
in (19) or (20) The nominal exchange rate 
IS there m (20). but the real exchange rate 
IS not When an investor compares (19) and' 
(2())lorporttulioallcKation itisihcexpccted 
change in die nominal exchange r.iie lhat iS ' 
ol impoitancc (Adler and Dumas 1983 930I> 

In a word, then, the nominal exchange rate’ 
cannot be ignored in any scheme of’ 
inieinational monet iry rclorm 

We notice that (II) leprcsents the 
absolute purchasing power-parity theory, 
Williamson is sceptical about this particular,' 
doctime, which assumes an invariant real 
exchange late Empiiically the PPP theory 
docs not seem to tare well Pei haps (It) 
should be moditied into a soltei version of > 
(licielativcPPPtheory Nodoubt,adjustment, 
in die ir.idc balance requites change lit 
leliiive piiccs 

We now turn to an appaieni conlliet' 


exchange rales but tli.il is outside Ihe lealni 
ol possibility m the loiesecabic lutuie So 
Tobin proposes a realistic second best 
alternative an international umlorm lax on 
spot trans.ictions in loieigii exchange, 
including dcliveiics puisuani to liiluics 
contracts and option A 0 5 per ceni lax on 
foreign exchange iraiisaclions is equivalent 
to a 4 pci cent dilleicnce iii annual inleicst 
rates on thrcc-monih bills a consideiable 


IS a means ol iiuernalional adjusimeni 
Krugman (1987 8) echoes Wi 11 lamson when 
he writes ‘In a world ot pcrtccily llcxiblc 
pi tecs nominal exchange rale changes could 
neither pioducc nor facilitate changes in 
lelalivc goods piiccs, and thus could have 
no role m die international adjustment 
mechanism ’ His “one dclimie conclusion' 
emphasises the role ol Ihe real exchange 
r.itc Rediu invt'xieimlunhalanieslequire'i 


between McKinnon and Tobin McKinnon 
(1984 15) believes in a ‘basic comple¬ 
mentarity between tree commodity trade 
and unlettered capital Hows", and he ts> 
opposed to the Tobm tax proposal which, 
he seems to suspect, would “disrupt 
international payments on capital or current 
account” On the other hand Tobin regards 
(he incompatibility of pegged exchange 
rales, lull international capital mobility, and 


deterrent to peisons coniemplatmg a quick 
lound-trip to another curieiicy The mtent 
IS to slow down speculative capital 
movements, and it would be loo small to 
deter commudiiy trade or sciious 
intcmalioiial capital commitments The 
revenue potenlial is iinmcnsc, uvci 1> I 5 
trillion a year lor the 0 5 |ier cent tax 
This proposal lor international monel,iiy 
reform is certainly not as ladical ,ii it may 
appear at first sight It has a close p>uallcl 
m lhat ol tranSiiction tax on secuiities in 
stock market (Hubbard 1993, Ross (989, 


Kill depiei union b\ deficit loimines leal 
uppreiunion h\ iuipliix loiiiitiiex 
(Krugman 1987 24, italics m Ihe origmal( 
However, it is tollowcd by his “one strong 
presumption ’ Nmninal eKcliange rate 
iluinites tail helpJactUuite leal exiluiiige 
Idle adjiiMinmi [Krugman 1987 24, italics 
III ihc origin ilj 

Tlie real exchange rate, weknow.isdcfincd 
by 

E = cP*/P (18) 

So, unless e and P*/P always move in the 


naiional policy autonomy" as “a basic axiom 
ot mteinaiional economics” (hichengicen, 
lobin and Wyplos/ 1995 162, Eichcngreea 
and Wyplosz 1993 122] McKinnon calls 
tor international co-uperalion injoiiit control 
over the world money supply so as to 
stabilise curicncics at their lespcclive 
pmchasmg power, while fobm is a second- 
best solution pioposes a small tax on c uircncy 
iiaiisaclions to di .courage speculative 
bubbles Tobin is by no means against Ireej 
How ot capital lollowing pioduclivits 
diHeienccs across coimii les He iv concero 
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iriKHit the zero-sum (or eveai nt^ative-sum) 
game of quick round-tnps m currencies that 
pervade the money market Thus these two 
economists arc dwelling at two different 
planes, and they are certainly not working 
at cross purposes 

We shall now proceed to analyse some 
aspects of international finance that arc 
relevant hen Keynes (1930 217) divides 
the economy into two sectors industry 
and finance He defines induuiy as the 
business of maintaining the normal process 
ot current output distribution and exchange 
and paying the factors of production their 
income' By finame on the other hand, 
he means the business of holding and 
exchanging existing titles to wealth 
including stock exchange and money 
market irans,Ktions speculation and the 
process ul conveying current savings and 
profits into the hands of entrepreneurs 
Then, Keynes makes a remarkable 
observation Fach ol these two branches 
of business utilises a certain part of the 
total stock ot money I inance indeed 
uses a large sum of money as an input into 
Its business ' The ratio of the money held 
as asset by linanic and that by industry 
in the US IS currently over 75 p*r cent 
while finance produces less than 5 per 
cent of the GDP" Finance creates as well 
as consumes money Evidently its 
propensity to consume money is rising fast 
overtime This tact points to an interestinji 
direction Should the activities ol the 
finance sector be moderated without 
adversely affecting production in industry 
a vast sum of money may be released tor 
use elsewhere Instead ol creating liquidity 
problem as apprehended by Slight/ 
(1989 110) ’ now moic money given the 
total supply will be available to the real 
sector of the economy namely industry * 
So interest rate would tall contrary to the 
fear ot Tobin that the long term interest 
rale might rise albeit mildly Ol course 
McKinnon and Williamson do not address 
this aspect of the problem 
Considering the enormous volume ot 
currency transactions in response to exchange 
rate vanations that we observe the money 
demand function in today s world can be 
belter represented by 

M/P = M(i Y e 0 ) (21) 

where o^’’ is the variance ot c In a sense 
(21) encompasses (8) as well as (10) Once 
(21) IS accepted a gcncril framework 
emerges where all the three approaches 
structuralist, monetarist and volatilist can 
be reconciled 

So long as the g(X)ds market capital market 
and money market have different speed ol 
adjustment - presumably incicasing in that 
order - volatility of exchange late is 
inevitable (Dornbusch 1976 Krugman 
1989) In other words o is relatively large 




and partly eitogenbus, to vnq|«a 
high vdatility of exchange rate, mtidfeated 
in a large value of creates scope for 
currency speculation The present-day 
practice ot stop-loss speculation - as distinct 
from the Fncdmanite stabilising speculation 
ot always buying low and selling 
high - makes the exchange rate fluctuate 
even more rather than getting it steady 
(Summers and Summen 1989 268 69] '’That 
IS to say, in the first place, speculation is 
triggered off by o_,^ and in turn, it raises 
the magnitude of It is a self reinforcing 
destabilising process A large sum of money 
gels absorbed in this game of financial 
speculation leaving less for industry’ So 
interest rate i nscs and income Y falls In 
other woids to the extent exchange rate 
fluctuations generate speculative currency 
transactions and use up money as an input 
in that process the real sector is depiivcd of 
a part ot the money supply The Tobin tax 
would discourage quick round tops across 
currencies and thereby restore part of that 
money supply which is engaged in such 
financial business Furthermore reduction 
in the degree ol uncertainty will be an 
addition il favourable factor toi investment 
decision in industry [Dixit 1992| ' In any 
case bulk of the currency transactions 
evidently do not ctlect any cross border 
capital flow at all (Feldsfein 1994] 

The problem ol proper alignment of 
currencies still remains Without fully 
subscribing to a strict monetarist position 
It can be said that the money supply does 
have a significant bearing on exchange 
lates There is yet no trace of international 
c o ordination ol money supplies to preserve 
purchasing power of currencies as 
visualised by McKinnon Under the 
circumstances it is possible to imagine a 
more practical second best solution An 
inlcrnaiional agency such as the IMF can 
be called upon to assume the role ol 
regulating the world money supply through 
the issue ol bonds denominated in a basket 
ol currencies Such bonds would be very 
close substitutes ol money If the Tobin tax 
forces speculation to spill over into bond 
market (Gerber and Taylor 1995] these 
bonds may become useful instruments to 
moderate that maiket These bonds would 
not add to any country s money supply yet 
through open market operation by that 
agent y the aggregate world money supply 
as well as the composition thereof can be 
optimised 


(This paper was written during my visit at 
Washington University in Spnng I99S on 
leave Irom Indian Institute of Management 
Calcutta The generosity of the Department of 
Economics to me and the intellectual ambience 
greatly facilitated this project I am inoslgrjteful 
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erron and the opinioni expresaed herb ] 

I Capital market trades in relatively long 
term financial assets of bonds and equities, 
while the money market deals with shon 
term assets such as treasury hills and foreign 
exchange 

2 Referring to this proposition Krugman 

(1987 IS) says 'What is wrong with this 
argument should be immediatelv clear It 
confuses the question of whether a change 
in the savings rate will be leflecied in a 
change in the distribution of world 
expenditure with the question of whether 
a change in that distribution necessitates a 
change in relative prices The latter question 
IS a question about goods mai kel not capital 
markets * 

Williamson (1985 14) notes that the 
concept of an equilibrium rale relates not 
to nominal exchange rate but rather to the 
real rate i e the exchange rate ad|UMed 
for inflation at home and m competitor 
countries 

3 Our (9) IS implied by McKinnon s(1984 42 
43) equation (4 2) and our (12) by his 
equation (4 3) in ibid 56 His equations arc 
in terms of growth rales we have expressed 
them in level variables 

4 Inanuno/vwsmodelan instrument variable 
IS exogenous while in the corresponding 
polity model it is endogenous (Tinbergen 
I955J 

5 f f Usually it takes a lol ot money to push 
around the $ I irillion a day foreign 
exchange market The Wall Street Journal 
March 10 1995 

6 From the data of money holding as an asset 
in the flow of fund studies published by the 
Federal Reserve Board Felix el al (1995) 
find that the annual average ratio between 
the finance and the non financial business 
sectors holdings was 13 per cent during 
1945 49 II steadily increased lo 18 per 
cent 24 per cent 25 per cent and 29 per 
cent in the following four decades and 
remained at 29 per tent during 1990 94 
This money consists of currency and 
checkable deposits that corresponds lo the 
Fed s M, II money is defined to include 
also time and saving deposits (which 
resembles Fed s M ) then Ihe sleep rise of 
the ratio becomes even sharper from 13 per 
cent in 1945 49 to 16 per cent 21 percent 
38 per cent and 68 per cent in Ihe following 
four decades *and to as much as 77 per cent 
during 1990 94 

The US Department of Commerce his 
estimated that finance and Insurance 
generates 4 5 5 0 per cent of GNP and 
occupy about 5 per cent ot the employed 
labour force They account for 7 5 per cent 
of after tax corporate profit If the inpuls 
ol goods and services purchased from other 
industries are incladed Finance and 
insurance use about 9 per cent of the GNP 
(Tobin 1984 284] 

7 A turnover lax leads to a thinner markt.l 
Thinner markets have a higgi r spre id 
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that senM» tiinateM Hqltld. mycrs and seniors 
do not in general* airi ve in the market at the 
same tune With ihinncr markets, it may 
take a longer time for. say, u seller to be 
matched up with .1 buyei M.irkct makers 
make the market by buying from the seller, 
then holding the setuiiiy in inveniury until 
the buyer arrives The maiket makers need 
to be compensated tor pcrlonning this 
runction both fur the capital which is lied 
up and the risks which aic borne |Sliglil/ 
I9K9 110] 

Should the market become thinner with the 
Tobin lax it would lend to Ik less liquid 
ieteri\/miibus Biilulliei ihiiigs would not 
remain the same lo the exieiu ilie volume 
ot turnover IS curtailed the lulal iei|uiiemeiil 
ut liquidity Imoney supply) iiiiy indeed 
decline 

K helix cl al (I99S) luse luuiid wiili the US 
data over the period 194S 94 a puruholn 
relationship between ihe relative sue ul the 
financial sector and the giuwih lale ul the 
real sector of the economy The relative sue 
of the finance sector is measuied by the 
ratio of money held as asset by fm,ince' 
and that by 'industry' 

9 In considering the relationship between 
s|Kculalion and vulaliliiy it is helplul 10 
distinguish between two types of stiategies 
The first type which might be called ‘value 
investing , involves iie\;uli\e Iccdbuck 
Tradeis who purchase slocks on Ihe basis 
of stuck prices in comparison with some 
relatively stable estimate of ftindan'ental 
values will normally lind iheniselses sell 
ing when prices rise and buying when they 
fall This stialcgy will tend lo reduce 
vulaliliiy by icluining stuck prices to Ihe 
fundamental value ol ihe underlying 
company It resembles the giuss 
substilul,ibilily cuiulilioii lot stability of a 
Hickisian general equilibiiuiii model ol 
commodities 

There is another situation where 
stabilising negative feedback will occur 
when traders rebalance their portfolios, 
following a risk-mducing strategy ot buying 
and selling equity in older to maintain 
specilied fraction of their assets in the foiin 
of equity versus debt, and when they trade 
against the market on the theory that the 
market typically over-reacts to news ineither 
direction 

The second type of trading strategy 
insolves /XMiiiii feedback Tiaders 
lol lowing such a strategy buy w hen markets 
rise and sell when they fall Such positive 
feedback hade tends to inciease volatility 
Strategies based uivon the slogan the tiend 
IS your friend', the placement of stop loss 
orders, and the use ol certain complex 
dynamic hedging strategies to provide 
'portfolio insuiance' all contribute to the 
destabilisation of maiket piices 

The negative feedback strategy does not 
lequire trading frequently—portfolio assets 
are expected to earn high returns in the 
course of a month or more likely years, not 
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trading tt the 
feedback strategy. 

Perceived in this light. Summers and 
Summcis (1989 269) conclude “as an 
empmcal Inaiicr the evidence (of stock price 
movements] dues suggest the possibility 
that trading itself may be a source of 
volaiiliiy' 1 hey also remind us “Indeed, 
Keynes was at pains to argue that excessive 
liquidily actually encourages dcsiabilising 
spcculaiion 

10 Frankcl (1979) argues (hat the axisiciicc 
ol forward markets, under certain 
condihons enables a multmaUonal firm lo 
divcisify all exchange risks, sec also 
8ioll(l99t) Broil and Zilcha (1992, 
1991), and Kawai and Zilcha (1986) 
All such iiuidels assume an exogenously 
given risk tree rate, such an assumption 
may be reasonable for a firm In Ihe case 
of a national macro-economy, or Ihe world 
economy however there is no such 
exogenous rale 
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Searching for New Devdopment Strate^te 

Challenges of Social Summit 

Ignacy Sachs 

A widi spifud sDi ltd t riiii in different fortm and v^ith different degrees ofintenuty is affecting third-world countries, 
eastern Europe and the former Sosiet Union {toda\ knossn as countries in transition), and even industrialised countries 
The indi sc riiniruitc opt ning of the economies of the South has c rented the risk of intensifying the process of the dualisation 
of the ec onorns and soi lets The countries in transitions fa'e the three fold challenge of stabilising their economies, c renting 
institutions for the funi turning of market led economies and of undertaking a thorough restructuring of their productive 
capacitu \ The most important challenge in the coming sears will he that of the renewal of development thinking and a 
search for ncn development paradise • 


THE Unilcd Nadoiis has tonvened a World 
Summit loi Soiial Development in 
Copenhagen in March 1995 a symbolic 
date as 1995 marks the 50 anniversary of 
the dropping ol the atom bombon Hiroshima, 
the end ol the second world war and the 
establishment of the United Nations I he 
Summit provides a special opportunity to 
draw up a balance sheet both posittsc and 
negative ol the past halt century ind ask 
how It may be possible to influence the 
course ol events over the next 50 years and 
achieve results that will be moic satisfactory 
in terms ol the two esscnti il goals ol the 
United Nations peace and development 

The minusesof the balance sheet outweigh 
the pluses since the period following the 
second world war has been marked 
throughout by a succession ol bloody 
conflicts waged on political ethnic even 
religious bases and bv institutionalised 
violence numerous violations ol 
fundamental rights the imposiiion ol 
autoiitarian regimes ind sham democratic 
practices 

During the cold war the balance ol terror 
between the two superpowers averted 
catastrophes such as a world conflict and 
consequent nuclear holocaust The end of 
the Cold War has not permanently removed 
this danger but considerably reduced its 
probability At the same time there has been 
abigincrease in the number otliKal conflicts 
Our ceniuiy is coming to a close with a new 
wave of gencKidal acts in Afiica and in the 
very hcait of Europe which is thus 
expencncing a revival of the horrors ol the 
two world wars the extermination campus 
and the Gulags 

At the same time there have been two 
major upheavals at the geopolitical level 
firstly, the decolonisation and emanic ipalion 
of colonised and dependent countnes ' and 
secondly, the collapse ol real socialism in 
1989 followed by the break up ot the Soviet 
Union To this must be added the end of the 
apartheid regime in South Africa in 1994 
and the still unceitain hopes ot lasting peace 
in the Middle East 


Decolonisation and the collapse of real 
socialism are two irreversible historii turning 
points with consequences and sequels that 
continue to weigh heavily upon oui present 
world Beyond exaggerated simpliTications 
that seek to replace the bipolar pattern of 
the Cold War by a so called shock of 
civilisation It must be said that the search 
for identity is a fertile breeding ground for 
the rise of dangerously anachronistic forms 
ot cthno n itionalism and fundamentalism 
I he Polish historian Witold Kula (1960) 
dclincd underdevelopment as dcoecistenc i 
of a\\iu luonisms From this viewpoint we 
may speak ol a fairly widespread process ol 
involution or underdevelopment that is 
simultaneous with the manifestations ot 
globalisation whose economic and social 
impact m its differentiated forms both 
positive and negative calls for in depth 
assessment To cast a uniformly positive 
light on globalisation processes would smack 
ol a theology ol the market and cannot be 
part ot any scientific analysts 

I he period that we have just li ved thiough 
has seen an unprecedented expansion ol 
technological power the production ot goods 
and services as well as trade Consumption 
patterns and lifestyles have been profoundly 
transformed lor a majority of the inhabitants 
ot industrialised countries and a minority of 
those of the third world countries, but the 
cconoinic improvements indicated by 
growing statistical average have not been 
broadly distributed In as rich a countrry as 
France, a societal fracture is now creating 
a divide between the two thirds constituting 
the winners and the third who are the losers 
and arc increasingly excluded from consumer 
society and depnved of their (nonetheless 
fundamental) right to work In other words, 
France too has its I ourlh World’ and the 
South IS present in the North The privileged 
minonty in the third world countries, on the 
other hand form a presence of the North in 
the South without there being any temtonally 
demarcated enclaves The North and the 
South are in contact and are interpenetrating 
each other, especially in the big cities 


The woild has shrunk because ol the 
improvements in transport and to an even 
more significant extent, because of the 
communications revolution 'These technical 
advances arc the basis of the already 
mentioned manifestations of globalisation 
that arc occurring at an uneven pace in fields 
as viiied as those of finance economics 
technology and culture 
We are living through i pciiod of the 
decoupling ol the fin,fncial ctonomy from 
the real economy (Drucker 1986] the 
consequence of which is the establishment 
ot circuits of financial speculation that dram 
away capital which could otherwise have 
financed productive investment and helped 
c reatejobs Transnational firms have become 
the main agents in the economy and in trade 
so much so that production and international 
trade statistics in the form of national 
aggregates have been made obsolete 
The media everywhere are propagating an 
identical picture of the good life based on 
unbridled consumption and the Hollywood 
dream A small minority of men and women 
travel with ease all over the planet, to the 
extent that tounsm and travel have become 
a major sector of the economy ’ However, 
the majority of the inhabitants of our planet 
continue to live as if they were glebae 
adscnpti Thereisastnkingcontrastbetween 
the restnctions on the international mobility 
of labour and the increasing mobility of 
other factors of production 
Science and technology are very 
imperfectly controlled Prometheus got 
entangled, to borrow a metaphor from Jean- 
Jacques Salomon (1984) * The dcstrucove 
power of technologies whose use continues 
to be subordinated to the search for short¬ 
term financial and economic profit has 
furthermore brought about the deterioration 
of the environment, the wise management 
of which has become animperative fa^ the 
world as was seen at the Euth Summit in 
Rio de Janeiro in 1992 
Above all, scientfic and technical progress 
has not kept its promise of widespread well¬ 
being for the whole of mmkind. In 1930, 
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problem Would be definitively resolved 
within a century Man, foi first time since 
his emergence on our planet, would then be 
able to lace his real, his penmanert problem 
How to use his freedom Irom pressing 
economic cares, how to occupy the leisure 
which science and compound interest will 
have won for him, to live wisely and 
agreeably and well” [Keynes 1972 "1281 
We henceforth have the technological 
ability to provide each and every individual 
with a reasonable degree of material comfort 
According to World Bank data the world’s 
avcragepei capita income was nearly $ 4 300 
in 1992 By comparison the per capita 
income m the UK was $ 4 593 in 1900 and 
that of the US at the same period was $ 4 096 
[Maddison 1994) However the inequality 
that characterises the distiihution of income 
among diltercnt countries and within each 
country divests this statistical average of any 
meaning In 1991 the richest fifth of the 
world s population appropriated 84 7 per 
cent of the world s GNP while the share of 
the poorest filth was limited to 1 4 percent 
Within a spm of 30 years the disparity 
between the incomes ol these two extreme 
groups went up from sO/l to 60/1 Lven 
more significant is the lac' thii in modem 
societies exclusion is gaining ground over 
exploit ition The rich no longer need the 
poor This IS veiv prr bably why they tend 
to forget them ’ 

The increasingly unequal distribution of 
the products of technical and economic 
progress arises out ol faulty social and 
political organisation and not out ol any 
scarcity of goods It thiows up a challenge 
to the political establishment which is 
incapable ol making efficient use of 
tec hnological power I Ruff olo 1988] We are 
here at the very heart of the notion of 
maldcvelopment [Sachs 1984] which is not 
incompatible with economic growth even 
at high rates The tact of the matter is that 
growth and development arc not 
synonymous So long as huge social 
disparities persist, growth will be certainly 
aneccssary but in no way sufficient condition 
of development, lor the distributive and 
qualitative aspects cannot be ovci looked It 
IS false to say that the exorbitantly high 
social and ecological costs ol certain forms 
of economic growth are the unavoidable 
‘ravages of progress’ 

Prcxjress roR Whom’ 

This question will be touched upon at the 
Copenhagen Summit in the discussion of the 
three potntson its agenda the struggle against 
poverty, social integration and the creation 
of productive jobs It is neither acceptable 
nor necessary that rinancial and economic 
progress should be paid foi by structural 
unemployment and underemployment which 
are leading to tncreastngily widespread 


manifestations df i^M exclusion dnd 
poverty 

The way in which the agenda lor 
Copenhagen has been structured, and this 
was also the case with the Earth Summit in 
1992, Is an implicit rejection of the 
economicisi theones that make growth the 
central if noi the only goal It also tolls the 
knell of the belief that the benefits of 
economic growth will almost automatically 
spread to the whole of society In the words 
of Louis Emmerji (1994), no one can 
question the tact that economic growth is 
in the long term effective in achieving social 
goals and combating poverty but three to 
five generations may be necessary to reat li 
this goal In other words, the transition period 
will be humanly unbearable and politically 
irresponsible 

TTiis IS why it is necessary to deal with 
the five themes ol peace economy 
environment justice and democracy all at 
once in taking social conditions as the 
starling point for efforts towaids 
development' I he present text is tar more 
limited 111 Its urn It seeks only to iiialysc 
those aspects ol the problem of development 
that appear to merit special attention In the 
following pages alter cx.imining the woild 
wide soci tl crisis with spec lal emphasis on 
mtcgratiuii into the production process 
through employment and self employment 
we shall lo(>k it the search for new paradigms 
of development through the following issues 
going beyond cconomicism the need lor a 
universal axiology the relations between 
the economic the ecological and the social 
the democritic regulation of mixed 
economies the redefinition ol the role ol the 
state new forms of partnership among the 
different social sectors science and 
technologv in the service of socnl 
development and reforms in the international 
system 

The Copenhagen Conlcrenc e w 1 11 be I ac ed 
with a widespread scKial crisis which in 
different forms and with d.fferent degrees 
of intensity IS affecting (with few exceptions) 
the third world countries eastern European 
countries and the former Soviet Union (today 
known as couiitnes in transition), and even 
the industrial countries 
In the third world, the poor, who are the 
victims of the under-development of 
production capacities have been joined by 
the new poor who arc the victims of a 
mimetic concept of modernity built by means 
of a transposition of the latest techniques 
coming from the industrialised countnes It 
IS true that there is need tor a selective use 
of such techniques However, the 
indisc nminate opening up of the economies 
of the South creates the nsk of intensifying 
the process of the dualisation of the economy 
and society with a resulting increase tn the 
numbers of those excluded and a threat, in 
the long run, of social apartheid 


"the couMrles tn tran«tion have to cope 
simultaneously with a threefold challenge. 
They haveto stabilise theireconomies, create 
from scratch all the institutions necessary for ' 
the functioning of market led economies 
and finally, carry out a thorough 
restructuring of their productive capacities 
in order to increase their ellicieiicy, ' 
conipetitivity in international markets and 
pcitormance m the management of the 
environment In many respects therefore, 
the problems of the countnes in transition 
resemble those of the countries of the third 
world ’ 

A transformation of this nature cannot be 
at hieved without high social t osts However, 
the choice of a strategy based on the illusion 
that It IS possible to achieve the instant 
cstabl ishment of capitalism and the sovereign 
lule ol the market economy seems to have 
increased these costs and furthermore, to • 
have prolonged their existence beyond what 
IS necessary The worsening of social^’ 
relationships the deterioration of health, 
education and welfare services, the 
emergence of a high level of structural 
unemployment which will be difficult to s 
absorb the vulnerability of the countries tn 
transition to the shock ol t lar loo sudden 
opening up of their economies, the 
pcrmissivity in rcgaid to the practices of 
sivage capitalism are all so many factors 
lint weigh down on the negative side of the 
balance sheet of the great transformation, at 
least tor the time being 
The most astonishing aspect of the sociid 
t nsis IS the deterioration of the condition of 
the industrial countries ifterdecadesof fast 4 
economic ind tec hnic.il progress It might 
almost be said that we are seeing these 
countries slide into a third world status. 
Indeed the intellectual tools that were earlier 
fashioned to study the cc nnotnic and social 
dualisation ol the post ^nlonial countries 
and .tccouni (or the phenomena of social 
exclusion and spatial segregation have 
returned in a big way to the healed debate, 
now going on in most of the industnahscd 
countries Lnemployment, the pre- 
cariousiiess of jobs and the various forms 
of exclusion resulting therefrom have 
become endemic No one is hoodwinked by 
the euphemism two speed society Marshall 
Wolle (1994) distinguishes ses oral forms of 
exclusion relatirg to the means of 
livelihood, social services, protection 
services and security networks consumer 
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culture; the process of making poiilical 
choices; the bases of popular and solidarity 
organisations and finally the capacity to 
understand what is happening. 

Events therefore arc all running counter 
to what the optimistic theories of 
development led us to believe. What we are 
witnessing is not the di.sappcarance of the 
traditional sector by the gradual transfer of 
its redundant labour force to the modem 
. sector but the expulsion of surplus workers 
from the modem sector into the ‘informal’, 
‘grey’ or quite simply ‘black’ sectors of the 
economy, or even their pure and simple 
reduction to marginal status, condemning 
them to the pangs of enforced idleness and 
to the status ot dole recipients—in some 
cases from the cradle to the grave. 

At a time when we have greatest need of 
it. the welfare stale is under attack and is 
even being partially dismantled on the pretext 
of its excessive cost and bureaucratic 
unwieldiness and the supposed efficiency of 
alternative formulas, postulating the 
commodi fication of social services. It is tme 
that the methods by which welfare states 
function must change. However, it must not 
be forgotton that they arc the only truly 
positive conlnbulion that Europe has made 
to the world in the 2Uth century, being the 
resuitofacenturyandahalfof social struggle,. 
and also of competition with real socialism 
at a time when the latter still enjoyed 
credibility in the eyes of a significant part 
of Western public opinion. 

More than ever, the goals of full 
employmcni and of comprehensive and 
adequate social protection represent a basic 
part of the European identity. Instead of 
defending welfare entitlements and other 
social rights in their present form, it is 
necessary to place a thorough reform of the 
welfare states on the agenda without, in any 
way, thereby relieving them of 
responsibilities and relying solely on market 
mechanisms. The direction that this reform 
should take is clear Societies have to be 
helped to take responsibility for themselves, 
with the assistance of the state. This must 
he done through a search for many varied 
forms of partnership for the prrxiuction of 
KKial services between u.scrs, ihecivil society 
?csponsentcd by associations and the other 
:omponents of the social economy (co¬ 
operatives and mutual benefit societies), 
idministrative bodies at all levels from the 
local to the national and, finally, business 
firms.* 

The three points on the agenda of the 
flopcnhagcn Conference are closely 
nterlinkcd. It would seem however that, 
ogically, priority should be given to the 
mplementation of proactive policies that 
ttrike at the very root of the problem by 
ntegration into the productive process 
hrough employment or self-employment. 
Policies of assistance in which the poor are 


cared to are ceitniriy necittuy, givn ^ 
size and urgency of the probton ^pover^. 
However, such policies by themselves wHI 
not bring lasting solutions. The excluded 
receiving assistance will continue to be 
excluded so long as they have not found a 
place in the economy. 

Similarly, social integration which brinp 
numcruuscultural factors and forms of social 
organisation into play depends to a major 
degree on the capacity to provide all the 
different components of the population, 
beyond their social, ethnic or religious 
di ffcrences and their level of education, with 
the conditions that will enable them to earn 
a decent livelihood by their work. 

The population explosion is often 
presented as the main cause of the acute 
underemployment and unemployment 
prevailing in the countries of the south. 
However, this thesis needs to be qualified^ 
by a closer look at the population- 
development loop. So long as the populations 
of the south have not acquired security in 
terms of food and social protection, have 
high infant mortality rates and continue to 
receive inadequate education, especially in 
the case of girls, it will be difficult to convince 
them that birth control policies are well- 
founded. Their partial rationality limited to 
the family unit, will continue to run counter 
to global rationality. The demographic 
transition cannot be achieved without social 
development based on integration into the 
productive process. 

The prionty that must be attached to the 
problem of employment and self- 
employment is all the greater as enforced 
idleness'* is an irreversible form of destniction 
of human life, for time lost can be neither 
stored nor retrieved. The real challenge is 
to break the dynamic chain of unemployment 
and exclusion and replace it with the 
dynamics of employment [Bninhes 1993). 
Tlie scale of the problem can be seem from 
reading of the available statistics and 
projections. 

IThe ILO has prepared projections of the 
economically active population (EAP) for 
the period 1985-2025, which we shall use 
to as.sess the magnitude of the number of 
jobs that have to be created and are necessary 
to absorb newcomers to the job markets in 
the present decade and the next two decades 
without taking account of the need to absorb 
existing unemployment [ILO 1986). 

Indeed, as Table I shows, from 1990 to 
the year 2(X)0. the active population should 
increase by 389 million and then, in the first 
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of the new jobs to be creat^ are likely to 
be in the less developed regions; 92:3 per 
cent ofthe total increase between 1990 and 
2(X)0,97 per cent between 2000 and 2010. 
more than 100 per cent between 2010 and 
2020, since during this latter period the EAP 
ofthe most developed regions will be reduced 
by 400 million. 

The data do not take already existing 
unemployment and underemployment into 
account. About 30 per cent of the world’s 
active population is in this condition 
according to UN estimates. The absorption 
of this section would require the creation of 
very many additional jobs. According to the 
International Commission for Peace and 
Food, to ensure full employmem, it would 
be necessary to create about a billion new 
jobs during the present decade (1994:71). 

According to the ILO data, the condition 
of the most developed regions appears to be 
comfortable at first sight since the annual 
growth rate of their EAP will be barely 0.49 
per cent during the present decade and 0.34 
per cent during the next decade. Creating 
some three million jobs a year should not 
raise any problems given that, according (o 
World Bank data, grois investment in high- 
income countries in 1991 amounted to $ 
3,750 billion (as compared with $1,010 
billion for the rest of the world). 

However, this does not at all represent the 
true picture. Instead of creating jobs, 
investment in product! ve ciqiacities is tending 
rather to replace men by machines. In many 
branches of industry, the relationship 
between growth and employment is 
becoming a negative one. The race for 
competitivity is resulting in rates of growth 
in productivity that are higher than rates of 
growth in production. To take only one 
especially telling example, between 1980 
and 1992, Spain doubM its GDP without 
creatti^ a angle additional job. We are 
therefore in a structurally novel sltureion 
that is the result of a comMnation of several 
factors. We shall mention four of them. 

The facts have belied the optimistic 
expectations of those who, in preaching the 
virtues of the permanent race for techno¬ 
logical innovation [Riboud 1987], promised 
a growth in employment in the modem 
services sector that would exceed the loss 
of direct jobs in factories through automation. 
Recent advances in office automation point 
to the same trend towards replacing men by 
machines in the tertiary seetpri 
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growth is Uktng prt^fe«ic« overexteftti vc 
growth. As far as Prance is concerned. B 
Malinvaud expects a growth rate of 3 per 
cent in the long term accompanied by an 
annual 1 per cent increase in employment 
and an annual O.S per cent drop in 
unemploment (Interview in Le Monde, 
November 16, 1993). This major trend in 
the present phase of technological 
development goes hand in hand with a 
decoupling of the real economy from the 
Hnancial economy whose explosive 
expansion marks the end of the 20th century 
[Drucker 1986]. As already pointed out, 
the capital that could have b^n invested 
productively is being diverted by the lure 
of spectacular gain to the gambling tables 
of the 'global casino’ that the financial 
markets have become. The senlisation of 
this capital is slowing down the growth of 
the real economy. 

The industrial societies, dominated by the 
ideology of consumerism, have been unable 
to take advantage of the growth in 
produciu vity tocatry out the drastic reduction 
of working time, which is a social necessity, 
it IS true that whereas work took up 200,000 
hours in the lifetime o( a Frenchman at the 
end of the 19th century, it now takes up only 
70,000 hours [Rigaudiat 1993]. However, 
the objective conditions for accelerating this 
trend now exist. From Kropotkin to Gorz 
and Illich, not to mention Betrand Russell 
and Keynes, many thinkers have made 
proposals for a revolution of liberated time 
anda reorganisation of society enabling 
people to work less in order to procure work 
for all, to paraphrase the title of a recent book 
[Adret 1993). 

The present crisis seems to favour a 
resumption of this debate whose ethical 
and cultural dimension go beyond the 
technical modalities of an initial reduction 
of working time. The implementation of 
a policy of the equitable redistribution of 
the socially needed work calls for a genuine 
cultural revolution and for profound 
institutional changes."* The situation can, 
however, be improved through a 
modification of the fiscal and parafiscal 
policies that increase the cost of labour 
through social security contributions. These 
contributions could be financed in other 
ways, for example by a tax on equipment 
or by an approprietly modulated VAT. 

The recent trends in economic thinking 
dominated by neo-liberal theories explains 
the inadequacy of employment policies and, 
more generally, of public policies concerning 
development. 

The decline and then the collaps of real 
socialism have been interpreted as the gteen 
light for returning to an unbridled form of 
capitolism whose success is measured by 
rising stock exchange indexes and vbluines 


Sufngen^^^PPdp a4)uttinen( of 
macro-economfe aM monarchy balances 
and on liberalisation have been laid down 
by the IMF and the Worid Bank, protecting 
the creditors of the debtor countries. 
Notwithstanding disclaimers by the IMF 
and the Bank, the austerity policies dictate 
heavy sacrifices on the part of the most 
underprivileged social classes." 
Deregulation, privatisation and budgetary 
austerity have been used, with the pretext 
of curbing the excesses of statilim, to restrict 
the field of action of states and buttress the 
position of large private companies, both 
national and foreign. The same strategy, 
barring a few details, has been proposed 
for the countries in transition towards the 
market economy. 

The failure of the industrialised countries 
to reduce unemployment despite the 
financial resources at their disposal provides 
a measure of the scale of the challenge 
facing the less developed countries. Duri ng 
the present decade, they will have to create 
12 times as many jobs merely jo absorb 
newcomers to the job market with a gross 
fixed capital formation that is four time 
smaller! One immediate conclusion needs 
to be drawn. It ts quite unthinkable that the 
models of the North can be reproduced in 
the countnes of the south No longer can 
these countnes, in the name of competiti vity 
and of integration into the global economy, 
accept the infernal pace of ‘creative 
destruction’ that even the richest countries 
are unable to keep up with. 

And yet this is the path chosen by the 
elites of the third world. We can understand 
the vehemence with which Kothari (1993) 
has criticised them in his already quoted 
book, where he proposes that India should 
take an approach to development ha$ed on 
social empowerment, decentralised 
planning and job promotion, rather than on 
growth as' such, an approach based on the 
development of the countryside and the 
expansion of the internal market rather 
than on giving excess! ve priority to exports. 

Of his proposals, we would single out 
the emphasis laid on the need to consider 
employment as a key variable in 
development strategies. A ftnely tuned 
employment policy, prepared on the'basis 
of field data, would therefore appear to be 
an essential part of the public policies to 
which we shall return further below. While 
recognizing the seriousness of the situation, 
we feel that there is room for manoeuvre 
in this field, provided that a thorough review 
is made of the goals and methods of 
development. When Alice in Wonderland 
politely asked the Cheshire-cat to please 
tell her where she was to go from the 
place she was in, the cat replied: “That 
depends a great deal on where you want 
to get.to’J. 


The already cited report by 
International Commission for Peace and^, 
Food (1994). rightly considers the search for') 
new development paradigms to be among 
die major priorities of the present time. Eask'^ 
European statism has collapsed but there is < 
no place for undiluted capitalism either, ’ 
“Rather than searching for a victor and. 
vanquished, the urgent need is to find i'' 
successor that combines and synthesises the 
enlightened values of both system" (p 134). 
The well-being of all individuals should 
determine social policy and the market, 
economies should undertake to guarantee 
the right of every citiz«i to employment. 

The Report adopts the UN Secretary, 
General’s view that the most impoitaar,. 
intellectual challenge in coming years wi^ 
be that of the renewal ofde vlopment thinking^ 
The world had sufficient experience aik^ 
information to formulate an integrated theory/ 
of development seen as a social procest 
centered on man as a whole and on all men,- 
The Social Summit should be set the bidi^ 
rolling. J 

The task is a difficult one. It requint' 
firstly, recognising the fact that there is it 
widespread social cnsis which, as we havb 
already seen, affects in different ways and^ 
with different degrees of intensity, every* 
group of countries, including th^ 
industrialised ones. 

Comprehensive, human-cenued theory of.> 
development An important shift in tbinkiag^' 
has taken place from regarding development^' 
primanly in terms of economic growdi to', 
greater emphasis on the human welfare atidifj 
development of people. But development iii^> 
not only a set of goals or material achieve^' 
ments - it is a social process by which bumali*i;! 
beings progressively develop their capad- 
ties and release their energies for higher ] 
levels of material achievement, social aMl J 
cultural advancement, psychological' 
fulfilment. A new theory is needed tlwb, 
focuses on the dynamic role of inform'atimu 
attitudes, social institutions and cultund j 
values in the development process. An ia««| 
ternatlonai effort should be initiated at the ) 
fortcoming UN Social Summit to evolve a 
comprehensive, human-centred theory of 
invidiual and social development that wiB 
lead to the formulation of more effective 
strategies to accelerate the development 
process Prom Uncommtm Opportunities: An 
Agenda for Peace and Equitable Develop- 
ment. Report of the International Commis¬ 
sion on Peace and Food. London. Zed Books, 
1994:201. 

Going beyond EcoNOMiasM 

Furthermore, this task makes it necessBiy| 
to go beyond economicism which is sti^ 
the dominant thinking and is expressed b)^ 
the explicit or implicit acceptance of th® 
trickle-down theory. According to 
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The post-war period'^al marked by an 
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to ensure the tnacroecoAomic ebntfdls that 
enable reasonable growth, and the rest wilt 
follow of Its own accord The beneFits 
resulting from this growth will ultimately 
flow into the entire fabric of society and 
spread to the very base of the pyramid The 
agenda of the Earth Summit and, even 
more so, that of the Social Summit implicitly 
deny the Inck-down theory, but the practice 
of many governments continues to be based 
on this theory and the most extreme neo- 
liberal currents of thought preach it openly 

Another element of mainstream thinking 
overestimates the importance of 
competitivity, which has been raised to the 
status of a real ideology, based on a 
superficial theory of globalisation, 
presented purely in its positive aspects as 
if increases in ^nancial, commercial and 
technical flows always occur in such a way 
as to benefit each and every partner 
including the weakest The concept ot 
interdependence is often pushed to the fore 
in order to avoid any analysis of the degree 
of asymmetry, even domination, that exists 
in the relationships between strong partners 
and weak partners The Report of the Lisbon 
Group (IW3) has come oui strongly against 
the ideology ot competitivity and has 
demonstrated its limits '' 

As for globalisation, we may note first 
of all that It IS occurtng unequally in 
different fields As historians have shown, 
the microbial unification of the world took 
place before the both of the world market 

We have already pointed out that the 
financial markets, working round the clock 
and seven days of the week, put in motion 
monetary flows quite out of proportion to 
the needs of the real economy The lure of 
easy, albeit nsky, gains ultimately sterilises 
a substantive part of the resources that could 
have taken the form ot productive investment 
It IS currently estimate that the transactions 
made on the international money markets 
amount to a thousand billion dollars a day 
James Tobin's ingenious proposal, made as 
early as 1978, for taxing currency u-ansfers 
at a rate of 0 5 per cent, would bnng in more 
than $1,500 billion per year which could be 
used tor international purposes Despite the 
obvious advantages of this prposal and its 
adoption by the influential UNDP World 
Report on Human Development (1994, 
p 75), there is no great likelihood of its 
being seriously looked at in Copenhagen, or 
elsewhere 

Globalisation is taking great stndes in the 
field of communications Identical television 
programmes are reaching all comers of the 
globe with a tendency towards a 
homogenisation of culture that is raising 
problems {Ortlk 1994] and even, more 
seriously, paving the way for a telecracy, a 
term invented by the French daily, Le 


expansion of trade and technological 
exchanges that was greater thanlhc economic 
growth rates, and therefore also by an opening 
up of economies C^ce again, the picture 
needs to be qualified, since the degree ot 
opening differed greatly from one country 
to another In particular, continent-sizes 
countnes compensate for relatively low level 
of foreign trade by internal trade The place 
of the US in world trade is a result, not of 
a high degree of opening up, but of the size 
of Its GDP 

Certain ideologists of globalisation like 
John Naisbitt (1995) strive to show that the 
advance of globalisation gives an 
increasingly significant advantage to 
networks of small partners which enjoy a 
degree of flexibility that states and large 
firms do not possess There is some truth 
in Naisbitt's approach whenhe speaks of the 
retreat, in terms of identity, of the nation 
state towards what he calls ‘the tribes’ 
According to him one of the aspects of the 
global parodox is precisely the fact that the 
more universal we become, the more tribal 
weact(p24) In thccourseof his explanation, 
the author underestimates the increasingly 
domininant role in the world economy, of 
the transnational lorporations which are 
constantly increasing their power while the 
influence of States gets blurred and while 
international institutions have practically no 
way of controlling the practices of these 
companies 

The ultimate thrust ot his book lies, 
howevei in its unexpected cxtrolling ot the 
advent of the age of individualism marking 
the end ot politics as we know them, and 
hence in Its minimising orcvenitselimmation 
of the state s responsibility with respect to 
Its social functions, notably as regards 
employment ‘Now with the electronics 
revolution, both representative democracy 
and economies ot scale arc obsolete Now 
everyone can have efficient direct 
democracy" (p 47) The communications 
networks are supposed to take care ot this 

Yet, as Oliver Etollfiis (1994) has stressed, 
the system that produces the world space 
creates forms of participation in as well as 
exclusion from the process of globalisation 
Furthermore, globalisation is based on a 
vision that underestimates the vanety of 
historical expenences and the plurality ot 
humankind This is why in most places it 
IS arousing its contrary, namely the 
development of particular issues In reality, 
as Bertrand Badie [ 1994, see also Badie and 
Smouts 1992) has persuasively shown, we 
are moving towards a New World Disorder 
because of a threefold break markedby 
globalisation, the casts of the nation-state 
and the end of bipolarity Today’s forms of 
opposition are no longer ideological but 


concepts of modem international relations 
sovereignty, temtonality and security 
Insofar as nationalism is being weakened in 
favour ot micro-communalism and macro- 
social forms of sohdanty (inter alia of a 
religious type), the ‘international’ order 
enters a stage of ensis 

Another characteristic of dominant 
economic thinking is that it considers itselt 
to be universally valid This actually gives 
It an ahistonc and atopic character In practice, 
this amounts to denying a field proper to the 
Iheones of development and to maintaining, 
in the face of all evidence to the contrary, 
that the mimetic transposition of the 
expenences of the industnal countnes to the 
rest ot the world constitutes the nght path 
to development The prohibitive scKial costs 
of the structural adjustment policies applied 
uniformly throughout the planet are once 
again denying this claim without there being 
any change in the practices of the international 
organisations based on the ’Washington 
consensus’ 

The plurality of the paths is more than ever 
on the development agenda The 
development strategies must take account of 
certain spcc'fic charactenstics common to 
several countnes (forexample largecountnes 
and countries nch in natural resources as 
opposed to small countnes and countnes 
poor in natural resources) thus making it 
possible to establish certain heuristic 
typologies On the other hand, they must 
account for the singular features of each 
country 

— the histoncal and cultural context, it 
being necessary to understand development 
as a dynamic process ” 

— the ecological context, since climatic 
and biological diversity, when well 
interpreted, yield a potential of resources 
that can be used for development without 
destroying the capital of nature, the link 
between natural diversity and cultural 
diversity being very close After all, an 
important aspects of culture is the knowledge 
that a society has of its natural environment," 

— finally the institutional context, in the 
broad sense of the term, reflecting the 
organisation of human society 

In the face of the multiple paths of the past, 
present and future, what can be expect^ of 
a theory of development other than a 
comparative analysis of accumulated 
expenences. both positive and negative, 
capable ot stimulating the social imagination 
without delivenng ready made models for 
all that 

We feel that a normative discourse is 
indispensable in order to specify a mobilising 
national project that is based on an explicit 
axiology, recognising the living burden ot 
the past but onented towards ihe future A 
project of this kind will accessonly have • 
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criterion for the assessment of policies 
proposed and of paths taken. The notions 
of rationality and efficiency lose their 
precision when there is no strategic planning 
oriented towards the medium term and the 
long-term. Without repeating, yet again, the 
errors of comprehensive planning made Ijy 
the centralised economies it is necessary, tV' 
the contrary, drawing upon all the lessons 
of past failures, to undertake flexible 
dialogue-ba.sed,*'' context-related and 
contractual planning. 

SfcARCH FOR A Universal Axioi.ocy 

In a world where, as we have seen, 
particular cultural identities are assuming 
increasing importance, the question is 
whether it is possible to set up an axiology 
on the basis of certain universal principles. 

Our answer would be affirmative, in the 
light of the debate inaugurated by the 
Stockholm Conference in 1972 and resumed 
by the Rio Earth Summit in 1992. We feel 
that development, in the full sense of the 
world, should have a social purpose justified 
by the ethical postulate of intra-generational 
solidarity and equity, taking the form of a 
social contract. While the social disparities 
between nations and within nations have 
only increased, everything ne^s to be done 
to reduce them. This requires privileged 
groups to ask the question: “how much is 
enough?”*" The development of mjn as a 
whole and of ail men can become widespread 
only through the building of a civilisation 
of teing in a balanced sharing of having to 
quote. L J Lebret.*' By contrast, the 
extrapolation of the current major trends can 
only accentuate the drift towards social 
apartheid. 

Furthermore, development requires 
Kological prudence in the name of inter- 
generational solidarity expressed in terms of 
a natural contract [Serres 1990]. 

Finally, at the instrumental level, the 
principle of economic efficiency is a 
necessary one. However, it must be measured 
oy the macro-social yardstick and no longer 
iolely in terms of profitability at the firm 
level. Furthermore, two other principles may 
X mentioned: cultural acceptability without, 
for all that, obandoning the idea of change 
n the name of respect for tradition and 
erritorial balance.** 

Development is thus seen as a 
rluridimensional concept.*' This fact is 
eflected in the abuse of the adjectives that 
iccompany the world ‘development*; 
iconomic, social, political, cultural, 
lustainable, finally human,*" to mention but 
1 few. It is not too soon to spate ourselves 
ill these attributes by concentrating on a 
edefinition of the content of the world 
development', based on the proposed 
ilerarchicai structure where the social is in 


its instnimentid role. 

Beyond semantics, a far more formidable 
problem as regard practice is that of bringing 
into harmony goals which, a^ first sight, may 
appear to be contradictory and here led to 
painful trade-offs. 

The debate on development and the 
environment has concentrated essentially on 
the characteristic situations of a zero-sum 
game. In the course of this debate, there has 
been no sufficient exploration of win-win 
situations which nevertheless exist and could 
have increased if a search had been made 
in this direction. The examples that could 
be given are those of the various cases of 
recycling, the so-called regenerative 
agriculture and especially the energy 
strategies that considerably reduce the 
consumption of fossil energy and at the same 
time save financial resources.*' The same 
reasoning can be applied to other resources. 
TTie members of the Factor 10 Club call for 
a tenfold increase in the average productivity 
of the resources in the industrial economies, 
in the next half-century ..as a prerequisite for 
sustainable development on a world-wide 
scale.*" 

The agenda of the Copenhagen Conference 
brings into play the relationship between the 
economic and the social while the earlier 
pattern tacitly assumed that the economic 
and the social went hand in hand. But we 
must now turn to the triple-win (or win-win- 
win) situations which enable progress on all 
three fronts together; the economic, the social 
and the ecological, and therefore bring about 
development in the full sense of the world. 

We propose that the term ‘development’ 
should be reserved only for these cases by 
opposition to the different forms of mal- 
development or of lopsided development. 
All the relevant situations are summarised 
in Table 2. 

To achieve triple-win solutions, we have 
to rethink the institutional framework in 
which development is conceived and 
achieved. Once the two extremes of the pure 
market economy (a liberal utopia in the 
etymologicaiaa sense of the word) and of 
the centralised economy are set aside, all the 
real situations that exist in the world belong 
to the category of mixed economies, 
characterised by a wide variety of labour, 
commodity and service markets, in which 
there operate private profit-making firms, 
public undertakings and more generally 
States at all levels, from the central to the 
local, to different agents of the social 
economy (co-operatives, mutual benefit 
societies, associations and non-profit-making 
private organisations) and all the groups 
engaged partly in non-market economic 
activities carried out in the households.** For 
Shigeto Tsuru (1993), the ndxed economy 
is the only mode of production dial is still 


a chwacterisde of our sodedes beyond the 
economic fidd. 

Of course, the mixing of the public and 
private sectors can take many varied forms. 
(2uite significantly, the search for new forms 
of articulation between the differeni social 
agents concerns nowadays practically every 
country of the globe, given the vacuum 
created by the collapse of real soaialism, the 
crisis in the welfare states and the more than 
modest balance-sheet of development/ 
maldevelopment in the South. 

The problem is located at the level of what 
ftul Streeten (1989) calls the mesoeconomy. 
as the neo-liberal theories have 
overestimated, firstly, the role of macro- 
economic controls (of course necessary, but 
in no way sufficient) and, secondly, that of 
the microeconomic activity of the 
entrepreneurs. Now, in many places, even 
today events are all taking place according 
to a pattern that contradicts the one set forth 
by Schumpeter: the initiative and the risks 
are taken by the State, while privatisation 
at a discount subsequently benefits a class 
of entrepreneurs who have nothing 
Schumpeterian about them.The three central 
questions are: 

- What state, for what development? 

- What content should be given to 
democracy beyond mere compliance with 
the rules of the game of representative 
democracy? 

- How to achieve new forms of parmership 
among the State, the civil society and the 
business world so as to enhance and bring 
out the full potential of local initiatives and 
citizen actions? 

The questions shall be examined in turn. 

What State? 

For several reasons, the current debate on 
the state addresses the wrong questions. It 
starting point is the opposition between the 
State and the market whereas any market 
mustbe regulated by the State, especially if 
it is desired that the market economy should 
also fulfil a social function. The criticisms 
made against statism, which rightly lash.out 
at its excesses and the weight of the 
bureaucracy, oversimplify Ihc problem by 
calling for less of the state whereas the real 
point is that the state should be more efficient 
and at the same time cost less. Itisfashionable 
to concentrate on the State failures and 
overlook the market failures, attimes equally 
numerous, as the market is incapable of 
grasping the long-term and the interests of 
society, It is legidmatej^o proposea reduction 
of the role of the entrepreneurial state, 
especially when the public sector consists 
of firms nationalised at a time when they 
were bankrupt and when the state, by 
intervening, fiiithered the particular Interests 
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renuiR Ifw ftinctions of the developmenUl 
Stale, as in the example of Japan, Soudi 
Korea and Taiwan,^' and last but not least 
the functions of the regulating state. The 
chailoige in the years to come will be to find 
truly democratic forms for the regulation of 
the mixed economies. This brings us to the 
second question. 

Respect for political righu alone is not 
sufficient to define a democracy in the full 
sense of the world. The effective exercising 
of all political, civic, social, cultural and 
economic rights should be extended to the 
entire population, especially to those who 
are now excluded from enjoying them These 
include the right to individualand collective 
development and. of course, the right to 
work or to self-employment that provides 
a decent livelihood earned in dignity. As we 
have already pointed out. only integration 
into the productive process is capable, in the 
immediate future, of striking at the roots of 
exclusion. Assisiancial policies are of course 
very necessary, given the predicament of the 
unemployed and the excluded, but they do 
not provide, by themselves, a lasting solution. 
While there is no question of abandoning 
income-redistribution policies, it is the 
income distribution which is inherent to the 
mode of production that should be the primaty 
focus of our attention. 

Beyond measures relating to employment, 
it is urgent to provide tlw dispossesred and 
marginalised populations with the means by 
which they can more efficiently claim their 
rights. To achieve this goal, it is necessary 
to promote education in citizenship,” namely 
to: 

-raisethe consciousness of all populations 
(children, young people and adults) and 
notably of groups discriminated against 
(women, children when applicable, cultural 
minorities) about their rights and duties; 

- train them as regards action they can take 
when their rights are not respected or violated: 
how to get organised, where to look for 
effective aid, whom to call on at the practical 
and moral levels, how to mobilise public 
opinion. 

At the same time, to ensure real, day-to- 
day participation by populations in the 
decision-making and management process, 
it is necessary to carry out an in-depth analysis 
of the institutional context and of the 
relationships among the social agents 
concerned, namely the organised civil society 
(citizens' associations and social 
movements), the social economy, 
government authorities at all levels and the 
world of enterprise. Special attention has to 
be paid to; 

- institutions that play a mediatory role 
between the populations and the State beyond 
those of representative denpocracy ^one 
(ombudsmen, forums amT'consultuive 
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iHstltutibiialised co-bpSittoii between 
governmental bodii!i$ and citizens' 
associations); 

- the practices of direct democracy 
(referenda, opinion polls, intmetive media); 

- positive discrimination jpolicies (and 
their often perverse effects). 

New Forms of Partnership 

Participation plays a major role in the 
rhetoric of development. However, the reality 
often takes the form of stratepes elaborated 
at the central level and imposed from above. 
It is necessary to rehabilitate the opposite 
approach favouring bottom-up initiatives, 
notably as regards the idoitification of the 
real needs of the population and of the 
hierarchy of urgent needs.’” 'nUs means 
strengthening the ability of the populations 
to assume responsibility for a large part of 
the decisions that concern them, in a word, 
their empowemiknt. Two dangers, however, 
need to be avoided. 

Firstly, there are knowingly manipulated 
ambiguities around this concept. John 
Friedmann (1992) has rightly made 
empowerment the cornerstone of the search 
for alternative development strategies. 
However, it should not be forgotten that this 
very same world was frequently uttered by 
President Reagan and, coming from him, it 
meant that the state was giving up certain 
of its responsibilities and passing them on 
to the local government institutions. A weak 
interpretation of the concept lies at the basis 
of the community program proposed by A 
Etzioni (1993). The same type of ambiguity 
hovers over the corwept of subsidiarity 
cherished by the European Commission. A 
decision that can be taken at a lower level 
ought not to go up to the upper level. But 
then the question is who is to take a decision 
on this point 

Furthermore, it would be vain to expect 
(hat the complexity of today's world would 
make it possible for us to be satisfied with 
a mere juxtaposition of a multitude of local 
strategies. The linkages amor^ the spaces 
ofdevelopment, from the local to the regional, 
national and transnational levels, constitute 
a major area of concern for political action. 
The present imbalanceinfavour of the central 
level and its incapacity to think out strategies 
that are finely tuned to local contexts makes 
it necessary toencourageinitiatives from the 
bottom. And yet, such initiatives need to be 
harmonised and assisted by making available 
to them critically necessary re.sources that 
cannot be mobilised on the spot. 

In other words, public policies and citizens’ 
actions need to be harmonized. This major 
theme for the Social Summit was debated 
in the International Conference on Public 
Policies, People’s Actions and Social 
Development organised by UNESCO in 
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C ity aiid University of Boiogna. The 
conference review^ several specific 
examples of the linkage between citizens' 
movements and State policies, notably the 
programme of the figiM against hunger and 
for citizenship in Brazil,” the solidarity 
programme in Mexico, the role of citizens’ 
organisagions in the struggle against 
exclusion in Poland. It also discussed the 
prospects ahead following the end of 
apartheid in South Africa and European 
research on the reform of welfare states, with 
a view to establishing a "caring society”” 
through partnership among the parties 
concerned. The development of the social, 
educational and health services, as well as 
of the services related to making use of the 
time released from work provides a vast 
field for the setting up of rrew structures of 
partnership among users, citizens 
associations, local govenunent authorities 
and private firms. 

This area is a particulaiy promising one 
for the countries of the South and the East 
where the general level of wages is presently 
low. Intfeed, since the 'productivity’ of 
teachers, nurses of social workers is 
approximately the same in every country in 
the world, in absolute terms the cost of 
producing such services in these countries 
is low in comparison with their cost in 
countries where the average level of salaries 
is high. With a slight modification at the 
margin of allocation of resources to soda! 
services in the broad sense of theterm, it 
would therefore be possible to obtain a 
substantial improvement in the quality of 
life in the poor countries. Instead of awaiting 
prosperity in orderto begin developing social 
services, it is necessary on the contrary to 
hasten to do so immediately. 

The final Round Table in Bologne was 
devoted to urban experiments in Italy. It 
showed the wealth, variety and scale of die 
concrete experiments carried out at the 
municipal level. The cities whose almost 
infinite diversity has been so well brought 
out by Italo Cal vino (1974) are indeed the 
crucible for the emergence and shaping of 
new forms of citizenship. In this field, Italy 
has been a stupendous laboratory for 
centuries. The development of urban 
citizenship will be necessary if we truly 
wish to make our cities liveable in the 21st 
century. This goal will not be a greater 
burden on our economies, especially in the 
industrial countries, than the cathedrals 
were in the middle Ages. The urban crisis 
needs to be treated on a pnority basis. It 
is also in the urban framework that the 
question is being raised, in all its stark 
reality, of the inter-ethnic, inter-cultural 
and inter-religious relationships that are a 
source of numerous conflicts and endemic 
violence especially in situations where the- 
mixing of different social and cultural,^ 



groups is overlaid on a context of social 
exclusion.^' 

S AND T FOR SOGAI. DEVEIX)PMENr 

Technology is a key variable for the 
bringing of social, economic and 
environmental policies into harmony. The 
question is whether it is conceivable to put 
a brake on the present dominant trend in 
which technological progress means jobless 
growth and the role that could be played in 
this field by the reoneptation ot .scientific 
research. 

This question was put to researchers at the 
International Conference on Science and 
Technological for Social Development 
organized in Delhi in December 1994 by 
UNESCO and the National institute for 
Science, Technology and Development 
Studies (NISTADS). They were asked in 
particular what was the potential contribution 
by science and technology to the three aspects 
of a potential development strategy centred 
on the exploration of three .sources of 
employment which are briefly described here 
bdlow; 

1 The working of economics is nresently 
characterised by the wasting, in varying 
degrees, of energy, water and other natural 

\ resources. Considerable progress remains to 
be made in the recycling of wastes and 
materials. Moreover, a more methodical 
maintenance of equipment, structures and 
installations that would prolong their u.scfui 
life is one way of saving capital. These 
activities, which are major sources of job- 
crealion, are self-financing, at least partly 
so, through the saving of physical resources 
and of capital that they bnng about. 

2 In rural areas, the devise battle for Jobs 
will be fought around the future of the small 
farms. The^mall farmisdestined todisappear 
in the long term, if we extrapolate from the 
presently ob.scrved dominant trends of 
technical progress In agnculture. However, 
provided that it is properly managed, the 
new phase of the green revolution makes it 
possible to envisage the modernisation of 
agriculture for the benefit of the small farmer. 

It may be added that a better use of available 
agricultural land is in the interest also of the 
induslnaliscd countries inasmuch as they 
might wish to avoid being turned into urban 
archipelagos in a rural desert. 

Furthermore, efforts should also be made 
to create non-agricultural rural Jobs, which 
can be obtained in two ways: 

- through the growth of biomass¬ 
transforming agro-industries and through 
the substitution of fossil fuel energy by 
bioenergy; 

- through the redeployment of industries 
and tertiary activities, made possible 
by advances in telecommunications and 
the growing importance of flexible 
specialisation. 


3 Finally, we ihitkt meotibn the classic 
case of public works where technical choices 
are not dictated by international competition. 
The needs in terms of infrastructure are 
especially urgent in countries whose 
sy.stematic competitivity leaves much to be 
desired. So long as this competitivity has not 
been improved, piece-meal Investment to 
increase productivity in firms will, to a large 
extent, be lost. 

The discussions in Delhi concentrated 
above all on the first two aspects. The papers 
presented by the participants showed the 
importance attached in the world’s two most 
populous countries (China and India) to the 
devising of development strategics heavily 
geared to the creation of rural Jobs, both 
agricultural and industrial, and also 
characterised by the saving of scarce 
resources such as agncultural .soil and water 
In both cases, the goal is, as far as possible, 
to reduce city-country migrations. Hyper- 
urbanisation, as m Latin America, would 
lead to an economic, social and ecological 
disaster. 

A great many Indian studies, as well as 
field experiments undertaken by the ASTRA 
group of the Indian In.stitute of Science in 
Bangalore, the Swaminathan Foundation in 
Madras and the Development Alternatives 
Group in Delhi, to mention only a few of 
them, have shown that it is possible to use 
biotechnologies in very small family farms,'* 
to design integrated village systems for the 
production of food and energy from the 
biomass” and to create industrial Jobs in the 
countryside with exceedingly low investment 
and reasonable productivity. The pioneering 
experiments, as yet small in numlx;r, carried 
out by Development Alternatives have 
resulted in the creation of sustainable Jobs 
in small companies, dam construction work 
and soil and water management requiring in 
certain cases, barely $ 200 to .$ 300 per Job 
created. 

The Chinese programme SPARK for the 
spreading of modern science and 
technology in a rural environment has, 
according to the paper presented by its 
representative, already helped create one 
hundred million non-agricultural rural 
jobs. Ashok Jain, Director of NISTADS 
presented a very fine analysis of the 
prospects for decentralised modern 
industrialisation in India in the light of the 
experience of the terza Italia.'* 

The importance of the Delhi meeting lies 
in the fact that it has shown the existence 
of acurreni of thought and action that runs 
counter to the dominant tendency. This 
enables a certain degree of equanimity to be 
maintained when contemplating the 
extremely complex challenges that face the 
densely populated countries of the South. 
This message can be clearly seen in a major 
collective work on science, population and 
development organised by V Gowariker 


Billion Plus. ' ' 

The condition of success is that research 
in the countries of the south should not be 
made subservient to the dominant modes in 
the laboratories of the North and that there 
should be no passive waiting for the transfer 
of technologies developed in other latitudes 
and other contexts. The ambition to leapfrog 
the industrial countries in certain fields of 
research is qauite ligitimate. This is why it 
is the strengthening of local capacity in 
terms of science, technology and the training 
of highly qualified cadres that is the essential 
feature of development strategies based on 
the ability to think independently and carry 
out national proj’ects. ' 

The authors of the already mentioned 
report of the International Commission for 
Peace and Food, consider as viable a 
strategy to provide a billion new Jobs in the 
countnes of the south within barely 10 years 
(pp 198-99). This proposal generalises from 
the results of a study proposing to achieve 
full employment in India in one decade, thus 
raising the entire Indian population above 
the poverty threshold (op cit pp 122-24). To 
achieve this end, it would be necessary to 
create 100 million new Jobs, including 45 
million in agriculture, 10 million in rural 
agro-industries and 45 mtllion rural and 
urban Jobs due to the multiplier effect of 
increased consumption by the rural masses, 
agriculture being both a source of food and 
biomass and an outlet for industrial products 
and services. According to the authors of 
this strategy, which has been incorporated 
in India's VIII Plan, thecountry could achieve 
this spectacular result without resorting to 
external resources other than direct 
investment by agro-industrial firms. The 
condition for this however is that thecountry 
should be able to export its agricultural 
surpluses without any hindrance of its access 
to the markets of the industrial countries. 
The report therefore sharply criticises the 
agricultural protectionism of the developed 
countries and suggests a world strategy of 
development of the South through the 
expansion of its agricultural or forestry 
exports. At present, 58 per cent of the 
economically active population in the 
countries of the South, namely 1.1 billion 
men, women and children, work in 
agriculture whereas there are only 35 million 
working in this sector in the industrial 
countries. This entire reasoning is based on 
a controversial asse.ssment of the potential 
of agriculture for the future. According to 
the authors of the report, the availability of 
soil and water for agriculture could easily 
be doubled at the planetary level and 
productivity per hectare could also be very 
considerably incceased. 

What may be retained from this 
surprisingly optimistic exercise is above ail 
the idea that, contrary to a very widespread 
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of growth lit development, it Least in 
certain countries of Asia, Africa and Latin 
America, provided that the efforts are 
concentrated on labour-intensive crops 
and on a careful management of soil, 
micronutrients and water using knowledge- 
intensive techniques. 

A complement of this .strategy consists in 
exploring biodiversity and cultural diversity 
to Hnd new resources and manage them in 
a socially useful and ecologically prudent 
way so as to increase the capacity of the 
ecosystems on a lasting basis. This requires 
making simultaneous use of knowledge 
accumulated by populations and of the 
conquests of modem science.” 

This analysis would be incomplete without 
mentioning the need to rethink the working 
of the UN system and of the Bretton Woods” 
institutions to create an international 
environemnt that is more propitious to 
development, notably by recalling the fact 
that equity in international relations 
requires that the rules of the game should 
be biased in favour of the weaker partners. 
This principle was complied with when 
the UNCTAD was created. Will this be 
true also for the future World Trade 
Organisation. 

What can be done to give to social 
movements and citizens’ associations a role 
more active than the one that they presently 
have in the working of the major international 
organisations. In (he context of the 
Copenhagen Conference, two aspects of this 
question need to be raised. Firstly, the 
associations could take on the responsibility 
of prepanng citizens’ repons on the world’s 
social condition, following the example of 
what was done for the environment in India. 
Secondly, it is necessary to think about the 
creation of an institution enjoying 
unquestionable moral authority, to which 
citizens ’ organisations could appeal, alening 
in this way public opinion about violations 
of politicia, civic, social, cultural and 
economic rights and thus influencing the 
functioning of governmental and 
intergovernmental institutions. 

By Way of a Conclusion 

By its vocation, its past and its potential, 
UNESCO is destined to play a major role 
in the co-ordination of research and in the 
implementation of new paradigms and 
policies of development. Orie step that could 
contribute to this goal has been the creation 
of the MOST programme within the 
Organisation in <994. 

Among the subjects that we have 
mentioned, there are some on which work 
is already going full steam ahead, notably 
as regards education and culture where two 
international commissions have been created 
by UNESCO.” Others n-ed to be ^en up 
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organisations, gowadiiMAtal Institutions and 
communities of resdarcbers. The most 
immediate task will be to establish a detailed 
follow-up of the implementation of the 
recommendations of the Social Summit in 
permanent interaction with citizens’ 
organisations and to prepare a programme 
of activities corresponding to the priorities 
that will be set in Copenhagen. 

Notes 

1 The main dates to be noted are 1947: Indian 
independence, 1949: the victory of the Chinese 
Revolution. 1955' theConfeienceof Solidarity 
of Asian and African countries in Bandung. 
I960: African decolonisation. 

2 The almost exclusive attention paid lo 
advances in the audio-visual sector has 
diverted attention from the second 
Gutenberg revolution which is uiking place 
under our very eyes and is opening up 
extraordinary possibilities for the produc¬ 
tion of school books and textbooks We 
refer to the very substantial drop m the cost 
of production of books printed on a large 
scale Italian editions of 100 page books 
selling for 1,000 lire have been followed by 
English and then French editions of major 
classics of several hundreds of pages, selling 
for £ I and 10 francs. 

3 According to Naisbitt (1995, pp 132-33) 
tourism and travel provide employment lo 
204 million people throughout the world and 
correspond to 10.2 per cent of the world’s 
GNP. Nearly 11 per cent of expenditure by 
consumers is allocated lo tourism and travel 
Naisbitt very optimistically puts the number 
of new jobs that will be created in these 
sectors up to the year 2(X)5 at 144 million. 
Nearly half of these jobs correspond to the 
Asia-Pacific region. 

4 .Sec also, by the same author Le destin 
technologique (1992) and the essay by Giorgio 
Ruffolo (1988). 

5 This IS what has been denounced by Rajni 
Kothan (1993). For his part, Jacques 
Deiors has said: "We are already living, alas, 
in a sorieiy that gels upset about injustice 
and from time to time takes part in 
televised charity shows, gives money and 
then for the rest of the lime is complacent. 
This IS ghastly but it is what we are increasing¬ 
ly threatened with”. Interview with LcMonife, 
Novem-ber 15, 1994. See also Marshall 
Wolfe (1994, p I) "for whom the word 
"exclusion" indicates the superfluity of the 
excluded os opposed to their incorporation 
into the economy under conditions of 
exploitation and of the absence of alt power. 
In a very recent and seminal work on the 
disintegration of the wage-earning society 
and to the metamorphoses of the social 
question, Robert Catlel (1995, p 22) prefers 
the term social ditablement. 

6 On this subject, see the report by the UN 
Secretary General, ‘Development and 
International Ecopomic Co-operation- An 
Agenda for Devdopment’, document A/48/ 
935 dated May6, 1994 as well as the Position 


EllMlif Wllip I>liC(Mir4}enenl of UNESCO; .< 
Towqrdt the Preparation of the WorMi. 
Stimmit for Social Development, UNESCO, ^ 
July 29. 1994. 

7 In its analysis ofthe global economy published 
in Its edition dated October I, 1994. 7h«;' 
Efommist lumped together the economies of, 
the Third World, the Eastern European: 
countries and the former Soviet Union under 
the term “developing countries" as opposed 
to the “rich industrial countries’’. 

8 Cf Laura Balbo (1994). 'From Welfare State 
to Caring Society’, contribution prepared for 
the international Conference on Public 
Policies. Peoples’ Actions and Social 
Development organised by UNESCO, the 
University and City of Bologna. Boiogfia, 
December 2-3. 1994 

9 Enforced idleness is quite the opposite of the,^. 

revolution of liberated time released through; 
advances in productivity inasmuch os (m 
revolution implies a reduction in tb||^^ 
heteronoinous working lime of people whh 
have already been socialised by woik. Iinpi 
Itlich (1977) and Andre Gorz (1988) have: 
very well shown how this released time couldi' 
be used for autonomous economic and non-'tj 
economic activities and thus contribute to 
cultural ennehment and the fullness of 
However, the deliberately provocative title0^ 
lllich’s book. Creative Unemployment, leiHit''’ 
Itself to confusion For a discussion of thq^:'! 
revolution of liberated lime, see also Echangey^: 
and Projets (1980), Sachs (1984) and Aznaf:;; 
(1993) ' 

10 Nor arc there any grounds for expecting 
major creation of Jobs through the retdace^'" 
ment of wage-earning work by forms o(/t 
workers' participation in profits (the nodopt 
of the sharing economy) as postulated 
J Meade (1986) or M L Weitzmann (I98SjJ^ 
In this respect, see R Brunetta (1994). 

I! As Anirur Rahman Khan has (Mudenlly $taied‘| 
(1993, p 67)' it is very difficult to 
convincing proof that the prognunmes of 
adjustment have succeeded in protecting 
interest of the poor. 

12 For more details, see I Sachs (1994). 

1.3 See also Ricardo Petrella( 1994). Conoaryfol 
R Reich (1992). Paul Krugmann (1994) 
among American economists, the one who. 
has most clearly seen the danger of giving 
excessive importance to competition fat 
external markets to the detriment of thp.'^ 
fundamental question of the development Of s 
the domestic tnorkel. 

1 4 Dollfus has wntten: “A new form ofexclusion 
arises with the world economy and market: 
the exclusion of the “useless”, of those whe:.^ 
cannot or do not wish to sell their abilities' 
and their labour force, who, because of their 
poverty, do not have purchasing power that 
is sufficiently worthwhile for die market. 
“Useless" individuals are localised in 
entire regions of the world as well os right J 
within societies that ore coasidered to be 
prosperous" <p 9), 

15 For an analysis of the most stnking| 
characteristics of policies based on tim 
principles of the Washington consensus in tfi| 
Indian context, sec: Deepak Nayyar (lW« 
and Lance Taylor (1994). See also Chrfo^ 
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CoroetiM (1994). 

' 16 These typologies should serve at a lefeiential 
system for an examination of concrete 
historical cases and must not be taken as a 
set of boxes in which different countries may' 
be separately classified. 

17 The historian and the developer have much 
in common, except that the historian interprets 
the past which h^ already taken place while 
the developer seeks to influence the course 
itf the future. The interdisciplinarity and 
comparative approaches of the land practised 
by historians contain precious lessons for the 
developers 

18 ''Resourcefulness” is a key concept in eco- 
develo'pineni 

19 The PoiisheconomistJ Hausnerf lOO.Itspeoks 
of the “ncgotiaied strategy” among the social 
agents. The experience of French planning 
has the same thrust. 

20 Here is a truly Gandhian question that applies. 
nevertheless, primarily to the industrial 
societies and is found also in a somewhat 
different form among certain Catholic 
thinkers; see in particular the Encyclicals of 
John-Paul II (1994) This question has raised 
a sharp debate in Sweden (see Whut Now'} 
1975). 

21 Fora selection of his wnlings. see Economie 
and Hunumisme (1986). 

22 For mure details see I Sachs (199.^). 

23 Henri Barloli's work (1991) on the 
multidimensional economy starts with a 
reference to Blaise Pascal's view that noi 
only It is impossible to know the parts 
without knowing the whole, but also lo know 
die whole without knowing specifically the 
parts. 

24 It is unfortunate that the UNDP has chosen 
the word 'human' rather than 'humane' 

25 In this respect, see notably the pioneenng 
book of Goldembcrg et al (1988) and the work 
of Benjamin Dcssus (1995). 

26 For more details and notably for 
recommendations on policies to be followed, 
see the Cainoules Declaration reproduced in 
Development AUemativrx Newsletter. Vol 4, 
No 12, December 1994 (New Delhi). 

27 The extra-market economy should not be 
mistaken for the "informal economy” which 
is a part of the market economy. 

28 In this respect, see the books by Chalmer 
Johnson (1982), Chnsttan Sautter (1987) and 
Robert Wade (1990), the already cited articles 
by Deepak Nayyor and Lance Taylor and the 
presentation by Robert Delonne (1955) of the 
approach put forward by the so-called 
evolutionary economics school. 

29 The search for new forms of education in 
citizenship and of the learning of social roles 
from the pnmary school stage ore additions 
lo the many, so-to-speak classical functions 
of education and training in development 
strategies See the already mentioned 
document by the Director-General of 
UNESCO preparod for the Copenhagen 
Summit (cf Note 6). 

30 This brings us back to the debate on "basic 
needs", their weak version prepared by the 
authorities and their strong version when it 
is the concerned parties that establish the 
hierarchy of these needs. In (his respect see 
B Wisner (1988) and the fundamental 


contribBtkm by A K 8m (llNNi).tnit» tfiwity 
of the salisfacfion of needs IliowiBg the 
multiplicily of forms that could come into 
play (entitlements). 

31 One of the fust measures tdeen by Brazil's 
new President, Fernando Henrique Cardoso, 
was to set up an ambitious programme called 
“Solidarity Community" based on the 
principle of partnership between the state and 
cihKns' movements 

32 In this respect see the study by Laura Balbo 
presented at Bologna (see Note 8), the recent 
work by Pierre Rosanvallon (1995), and for 
the antecedents of these debates, the study 
prepared by the Secretarial of Future 
Studies in Sweden (M Lagergren. el al, 
1984). The growth of the third sector in 
the world has been the subject of a set of 
reports organised by Civicus, World 
Alliance for the Participation of Citizens 
(see for Latin America, Rubem Cesar 
Fernandes, 1994 and for Eastern Europe, 
E,Les, 1994). 

33 The UNESCO programme on the 
'Management Of Social Transformations' 
(MOST) concentrates its activities of research 
and of proposing new policies specifically on 
these questions. 

.34 On the prospects and dangers of the growth 
of biotechnologies for the countries of the 
South, see notably, Bwtectmology Revolution 
In the Third World (mi), Ahmed (1992) and 
•Sosson (1993). 

35 On this subject see Moulik (1988) and Sachs 
and Silk (1990). 

36 For on analysis of the determinants of the 
success of (he Italian experience in 
decentralised modern industrialisation, 
which has brought wealth in North-East 
Italy, see notably Bagnosco (1988), Pyke, 
Beccalini, Sengenberger (1990) and Pyke, 
Sengenberger (1992) Trigilia (1992) 
examine.* the rea.sons for the failure of the 
mimetic transposition of (his model to 
Southern Italy. 


37 ThligQ«l'ifiwb«'|M^Wil*.^ii^^ 
South-South co-openiioa prqnmiiae (he 
environmentally sound socio-economic 
development in the humid tropics. See 
Perspectives Sttd-Sud, No I, October 1994, 
information letter by UNESCO. 

38 On this subject see notably HoUand (1994). 

39 The International Commission on Educa¬ 
tion for the 21st century. presided over by 
Jacques Delors and the World Com¬ 
mission on Culture and Development set 
up under the chairmanship of Javier Perez 
de Cuellar. 
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Schedule 

As on 
31 03 95 
Rs (000) 

As on 

31 03 94 

Rs (000) 

CAPITAL AND LIABILITIES 




Capital 

1 

2000 

2.000 

Reserves and Surplus 

2 

137,141 

87,880 

Deposits 

3 

1,879,000 

1 980,105 

Borrowings 

4 

215.651 

86,701 

Other Liabilities and Provisions 

5 

175,664 

169,945 

TOTAL 

ASSETS 

Cash and balances with 


2,429,456 

2,326,631 

Reserve Bank of India 

Balances with Banks and Money 

6 

294,079 

486,124 

at Call and Short Notice 

7 

53,406 

24,551 

Investments 

8 

834,751 

952,139 

Advances 

9 

1,151,199 

811,833 

Fixed Assets 

10 

18,836 

6,311 

Other Assets 

11 

77.185 

65,873 

TOTAL 


2.429,456 

2,326,631 

Contingent Liabilities 

12 

704,500 

367.374 

Bills for Collection 


211.232 

212,548 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 

ENDED 3IST MARCH 1995 


Schedule 

Year 

Year 


Ended 

Ended 


31 03 95 

31 03 94 


Rs (000) 

Rs (goo) 


1. INCOME 

Interest earned 
Other intome 

TOTAL 


U. EXPENDITURE 


1 "t 256,707 240,624 
U 54,962 18,619 

291,669 259,243 


Interest expended 15 

Operating expenses 16 

Provisions and tontingcnties 

TOTAL 


m. PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 


rV. APPROPRIATIONS 

Transfer to statutory 
reserve 

Remitted to Head Office 
Balance earned over to 
Balance Sheet 

TOTAL 


15 120,032 118,836 

16 59,106 30,757 

85,271 72.533 


83,271 72,533 

242,409 222,126 


49,260 

64,179 


37,117 

34,485 


113,439 71,602 



As per our report of even date attached 



Fbr KALYANIWALLA & MISTRY 

Chartered Accountants 

For BANK OF BAHRAIN AND KUWAIT B S.C 
INDIAN BRANCHES 

Sd/- 

Ermin K Irani 

Partner 

Sd/- 

K S Knshnakumar 

General Manager & 
ChiefExecutiveOfficcr-india 

Sd/- 

Prakash R Desai 

Manager—Operations 

Bombay. June 29, 1995 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

Gncorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OP THE BALANCE SHEET AS ON 31 ST MARCH 1995 



As on 

As on 


As on 

As on 


31 03 95 

31 03 94 


31 03 95 

.31 03.94 


Rs (000) 

Rs (000) 


(Rs (000) 

Rs (000) 

Schedule 1—Capital 



Schedule 5—Other Liabilities 



Capital 



and Provisions 



The amount brought in by 



1 Bills Payable 

17,621 

5,871 

Bank by way of start-up 



2 Inlcr-oflicc adjuslmenis 



capital as prescnbed by RBI 

2,000 

2.000 

(net) 

11.520 

17,756 

(The amount of deposit kepi 



3 Interest ai trued 

67,367 

59,526 

with the Reserve Bank of 



4 Others (including 



India under Section 11 (2) of 



provisions) 

79,156 

86,792 

the Banking Regulation Act, 

1949 (including capital) 
isRs 26,900,000) 



TOTAI 

175,664 

169.945 






TOTAL 

2.0{K) 

2,(XK) 

Schedule 6—Cash and 

Balances with Reserve 



Schedule 2 —Reserves 
and Surplus 

1, Statutory Reserve 

Opening Balance 

Additions dunng the year 

23,702 
9 852 

If. 278 

7 423 

Bank of India 

1 Cash in hand 
(including foreign 
turrenty notes) 

2 Balances with Reserve 

2,030 

1,286 

Deductions dunng the year 

. 


i) In Current Account 

292,049 

484,838 


33,554 

23 701 

II) In Other Accounts 

- 

- 

2. Balance in Profit and 



TOTAL 

294,079 

486,124 

Loss Account 

103,587 

64,179 




TOTAL 

137,141 

87 880 

Schedule 7—Balances with 

Banks and Money at Call 



Schedule 3— Deposits 



and Short Notice 



A. 1 Demand Deposits 



1 In India 



i) Fixnn Banks 

2,737 

3,786 

i) Balances with b.inks 



ii) From Others 

70,884 

83,465 

a) In Current Accounts 

1.077 

3,241 


“ - 

— 

b) In Other Deposit 




73,621 

87,251 

Accounts 

— 

19,145 

2 Savings Bank Deposits 

106,281 

59,196 

ii) Money at Call and 


3 Term Deposits 



Short Notice 



i) From Banks 

- 

- 

a) With Banks 



ii) From Others 

1,699,098 

1,833,658 

b) With Other Institutions 

- 

- 

TOTAL 

*1,879.000 

1.980.105 

TOTAL 

1,077 

22,386 

* In India 








Schedule 4 — Borrowings 

Borrowings in India from 



2 Outside India 



i) Reserve Bank 0f India 

212,100 

53.800 

i) III Current Accounts 

52,329 

1.965 

ii) Other Banks 

11,901 

12,101 

ii) In Other Deposu 



ill) Other institutions and 



Accounts 

- 

- 

agencies 

11,650 

20,800 

III) Money at Call and 




- — 

Short Notice 



TOTAL 

235,651 

86,701 

— 

-- 

Secured borrowings in 



TOTAL 

52,329 

1.965 

above—Rs. 11,650 (Previous 
year Rs. 20,800} 



GRAND TOTAL 

53,406 

24,351 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 


4 

(Incorporated in Bahrain with Limited Liability) 





INDIAN BRANCHES 



SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31 ST MARCH 1995 


As on 

As on 


As on 

As on 


31.03 95 

31 03 94 


31 03 95 

31 03 94 


Rs (000) 

Rs (000) 


Rs (000) 

Rs (000) 

Schedule S— ‘Inveetaients 



Schedule 10—Fixed Assets 


• 

1 Investments in India in 



1 Premises 

- 

- 

i) Government securities 

554,962 

646,942 

2 Other fixed assets (including 






furniture and fixtures) 



ii) Other approved securities 

13,900 

13,900 

At tost as on 31 si March of 



III) Units, Unit Scheme 1964 



the preceding year 

13,636 

12,006 

of Unit Trust of India 

82,570 

25,600 




Commercial papen 

183,319 

245,697 

Additions dunng the year 

18,733 

1,686 

TOTAL 

834,751 

932.139 

Deductions during the year 

(1.010) 

(56) 




Depreciation to date 

(12,523) 

(7.325) 

Schedule 9 —^Advances 




_ - 

— _ 




TOTAL 

18,836 

6,311 

A i) Bills purchased and 






discounted 

387,088 

282,126 

Schedule 11 — Other Assets 



ii) Cash credit, overdraft 
and loans repayable 



1 Interest accrued 

35,299 

34349 

on demand 

383,350 

307.792 

2 Tax paid in advance/ 



111 ) Term loans 

380,761 

221,915 

tax deducted at 

16,541 

10,173 

1.151.199 

811,833 

source (net) 

3 Stationery and stamps 

TOTAL 

17 

24 




B i) Secured by tangible assets 

861.508 

587,149 

4 Others 

25328 

21.127 

It) Covered by Bank/ 
Government Guarantees 



TOTAL 

77,185 

65.873 

157,420 

195,253 

Schedule 12—Contingent 




iii) Unaecuted 

132,271 

29,431 

LiabUitiea 



TOTAL 

1,151,199 

811,833 

1 Liability on account of 






outstanding forward 
exchange contracts 

446329 

221,435 

C 1 Advances in India 



2 Guarantees given on behalf of 



i) Prranty sectors 

236,069 

242.913 

constituents in India 

57,891 

61,398 

ii) Public sector 



3 Acceptances, endorsements and 






other obligations 

200,^80 

27,059 

III) Banks 

157,420 

140,454 






4 Other items for which the bank is 



iv) Others 

757,710 

428.466 

contingently liable 

- 

57,482 

TOTAL 

1.151.199 

811,833 

TbTAL 

704300 

367374 
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BANK OF BAHRAIN AND KUWAIT B^.C. 

(Incorporated in Bahrain with Umiled Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT AS ON 3IST MARCH 1995 



Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


31 03.95 

31 03 94 


31 03 95 

31 03.94 


Rs. (000) 

Rs (000) 


Rs. (000) 

Rs. (000) 

Schedule 13—lutcreet Earned 



Schedule 16—Operating 

Expenses 



1 Interesi/discount on advances/ 






bills 

122,699 

112,173 

1 Payments to and 




111,693 


provisions for 



2 Income on investments 

103,749 

employees 

7,938 

6,112 

3 Inleicst on balances with 






Reserve Bank of India and 



2 Rent, taxes and 



other inter-bank funds 

20,824 

21,238 

lighting 

12,530 

12,163 

4 Others 

1,491 

3,464 







3 Printing and 



TOTAL 

256,707 

240,624 

stationery 

947 

656 

Schedule 14—Other Income 

1 


4 Advertisement and 



1 Commission, exchange and 



publicity 

443 

86 

brokerage 

8,877 

6,225 




2 Prom on sale of mvestments (net) 

15,421 

(2,174) 

5 Depreciation on 




bank's properly 

6,080 

2,092 

3 Loss on revaluation of 






investments (net) 

(88) 

- 

6 Auditor’s fees and 



4 Profit on sale of assets (net) 

448 

100 

expenses 

125 

70 

3 Profit on exchange 
transactions (net) 

4,069 

3,762 

7 i,aw charges 

174 

110 

6 Miscellaneous income 

6,235 

10,706 

8 Postages. 

Telegrams, 

Telephones, etc 



TOTAL 

34,962 

18,619 

1,078 

578 

Schedule 15-^dmat 







9 Repairs and 





116,004 

maintenance 

1,958 

1,551 

1 Imerest on deposits 

112,010 



2 Interest on Reserve Bank of 



to Insurance 

1,331 

1,144 

india/Inier-bank bonowings 

7,922 

2,678 




3 Othos 

100 

154 

11 Other expenditure 

64K)2 

6,196 

TOTAL 

120,032 

118,836 

TOTAL 

39,106 

30,757 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated tn Bahtatnwiih Limited Liability) 

INDIAN BRANCHES 


Notes forming part of the attoiinis for the year ended 3Ist March 1995 


Pnntipal Anounling Policies 

1 Goncial 

The financial sialements have been picpauO on Hit hniorical cost basis 

2 Poieign Currencies 

(i) Assets and I labilities in (oieign ciiriencies arc translated at the rates prevailing at the end ol the year 
(ii> Outstanding lorward exchange contracts are ie\allied at the rates prevailing at the end ol the year and the resultant 
gams or losses arc accounted lor H<>\sc\cr the contingent liability in respect of outstanding foreign exchange 
contracts IS included at the contracted rates 
1 Investments 

In accordance with the Accounting Sland.irds toi Invc simcnls laid clown b> the Kcsei ve Bank ol India investment portfolio 
IS classified inlo 'Permanent ’ and ‘Cuiieni cttegorics 

Permanent investments .ire slated at cost ad|ustecl for my premium or cliscouni amortised from the date of purchase to the 

dale of maturity on a straight-line basis 

Current invesimenis aie stated at lower ol cost oi m iikel vJuc 

Treasury Bills and Commercial Papeis are staled at c irrying cost 

4 Advances 

Provisions tor bad and doubtful adv.uices have been made to the saiisfaciion of the Auditors 

(0 In respect of identified advances, on the b tsis ol norms laid down by the Reserve Bank of India for identification of 
and provisioning foi non perfoimmg assets 

III) In lespect of other adv mces, as i peiccniage ol the total pre lax profit for the year, after taking into account general 
lac lots that relate to latent doubtful debts which .me not separately identified I oans and advances are staled net of 
provision made uiufcr (i) above 

5 Revenm Rei ounilion 

(a) Interest income on all advances oihei than non performing assets is lecogmsed on accrual basis 

(b) Income from investments is accounted on acciuil basis, except tor dividend income from units of UTI 

(c) Commission exch mge and bioker igc are accounted on acciual basis, except lor commission on underwriting and 
Letters ol Credit 

6 Depreciation 

Deprec lation is provided lor on fixed assets on the wnlten down value basis at the following rates which are equal to/higher 
than those piescribcd under Schedule XIV ol itic Companies Act, I9S6 


Office hquipnient 2S'/f 

Olfice I urniiurc 18 Kt'-* 

Computers 40‘/f 

Vehicles 2S 89'’? 


Depreciation on additions is calculated lor the lull year irrespective of the date ol addition, and no depreciation is provided 
m respect ol assets sold dunng the year 

7 Gratuity 

The liability lor gratuity is accounted for on the basis ol actuarial valuation 

8 Net Profit 

The net profit disclosed in the profit and loss account is alter 

(i) Provisions (or taxes on income in accordance with statutory requirements 

(n) Provisions for doubtful advances 

(m) Transfers to contingency funds » 

(iv) Other usual or necessary piovisions 

The difference as at list March IW5 between the book value and the market value of permanent investments has not been 
provided for, since these investments are intended to be held upto matunty and, in the opinion of the management, the fall in 
the market value does not affect their realisable value at matunty 
III Previous year's figures have been regrouped wherever necessary to make them comparable with the current year. 


As per our Report ol even date attached 

For KALYANIWAIXA & MISTRY 

Chartered Accountants 

Sd/- 

Ennin K Irani 
Partner 

Bombay June 29, 1995 


For BANK OF BAHRAIN AND KUWAIT BSC 
INDIAN BRANCHES 


Sd/- 

K S Krishnakumar 

General Manager & Chief Executive Officer - India 


Sd/- 

Prakash R Desai 
Manager-Operations 
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BANK OF BAHRAIN AND KUWAIT BS.C. 

(Incorporated in Bahrain with limited Liability) 

INDUN BRANCHES 


Report of the Auditors 


We have audited the attached Balance Sheet of the Indian Branches ot Bonk ot Bahrain and Kuwait BSC as at 31st March 
1995 signed by us under reference to this report and the relative Prolit and I oss Account ot the Indian Branches of the Bank 
for the year ended on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with provision;! of Sub-section (1), 
(2) and (5) of Section 211 and Sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and Profit 
and Loss Account together with the notes thereon arc not required to be and drawn up in accordance with Schedule VI to 
the Companies Act, 1956 The Accounts are, therefore, drawn up in conioriniiy with Porms A and B of the Third Schedule 
to the Banking Regulation Act, 1949 

We report that subject to and read with the foregoing remark 

a) We have obtained all the information and explanations which to the best of oui ledge and belief were necessary 
for the purpose of our audit and have found them to be satisfactory, 

b) The transactions of the Branches which have come to our notice have been in our r>( tnion, within the power of the said 
Branches of the Bank, 

c) In our opinion, proper books of account, as required by law have bet 1 kept by the Branches so far as appears from 
our examination of those books, 

d) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dea' ^iith by this report are in 
agreement with the books of account, 

e) In our opinion, and to the best of our information and according to the explanations given to us, the said accounts read 
with the notes thereon, give the mformation required by the Companies Act, I9‘'6, in the manner so required for Banking 
Companies and on such basis the said Balance Sheet gives a tnie and fair view of the state ot affturs of the Indian Branches 

the Bank as at 3l$t March I995 and the Profit and Loss Account gives a true and fair view c 'ic Profit of the Indian 
Branches for the year ended on that date 


Bombay: June 29, 1995 


For and on behalf of 
KALYANIWALLA & MISTRY 
Chartered Accountants 
Sd/- 

Ermin K Irani 
Partner 
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Cost Recovery in Diagnostic Facflittes 

Brijesh C Purohit 
Taslecm A Siddiqui 


Until U>H2piihh( ticu liiiif;iii>\/)iUil\iii Rnjinlhaii pim uU'dduigHo\ti( fai ilitifs mu has X ra) s, frfe oft ottafpatients 
Budget (onstiaiiits lime i (impelled the institutions to introduce an auto ftnanung scheme (AhS) aimed at 
recovering varuihti < osts of the tests fhe esperieiu e of thi AhS scheme pnnides iisejul pointers about user-charge 
mechanisms 


UNTIL l‘>K2 in ic.Rliinj! piihlit hospitals 
ot Rajasthan X rays wcic-provided Itccol 
cost to poor p.iticiits state gosernment 
servants and icitain othci cats'gorics ol 
indoor and outdooi palKiiis However 
due to hndeei (.onsiiaiiiis the availahiliiy 
Ol X-rav (ilins tell short ol reqinrenienis 
As a result a I irge nunihii ol iiidooi and 
outdoor patients had to go to piisale 
climes To reililv this situation it was 
proposed to stall a cost to losi basis si heme 
lor X r.ivs the mto linaming sihmie 
(AFS) Miei leneihy ilistussions the 
scheme wa\ approved hv the state 
government on J.imiaiyI9S2 iml.aiual 
implementation look plaie wnhelleel litmi 
October X the same ycai 
. Initially the sihenie loveied only \ 
rays Its scope was extended m January 
I98.J and ag.iin in June I9X J to cover new 
and special investigations Over the sears, 
It has grown to cover moie departments 
At present in .iny leaching hospital in 
Jaipur, It encompasses seven departments 
radiology,laidiologv nephrology nucleai 
medicine, pathology bio chemistry and 
murobioloi’y Ihe total luiinbei ol tests 
under all these departments loveied by 
AFS IS 7J 1 he Al S ,iims at recovering the 
vaiiable costs ol tests Initially Ihe rates 
were lixed to recover cost ol materials, 
cheniiials .iiul consumables required to 
cairy out a pariiiular diagnostic test 
Subsequent rev isionol i.ites were not based 
on economic criieiia 
In a developing economy like India any 
ttchemc that aims at cost tec overy through 
user charges mechanism has signilicani 
implications lorliiianci.il sell sullicieiicy 
and availability ol hospital services The 
experiences emerging Irom micro level 
Mudics ot such a scheme (like ATS) could 
have uselul implication in planning and 
implementing hospital l.icili(ies in luture 
{Vogel 1991, Grilliii I9X7| With this in 
Vtcw, the picseni study aims at evaluating 
the AFS in the light ol established eco¬ 
nomic criteria and in exploring Ihe 
uscluincss ol leasihle alternative rate 
structures m enhancing the hospital s ability 
to undertake additional patient care The 
data used lor this study covered 19 


diagnostic tests across lour departments 
namely, radiology i ardiology, nephrology 
and nuclear medicine between 19X1 90 

Cosi Li I Ml Sts AND Cosl COMPIIIAIIONS 

The cost elements loriliibuling to the 
vaiious diagnostic tests have been broadly 
categorised into lixid and vaiiable costs 
lived costs include stall salaries main- 
icn.ince ol buildings ,ind depiecialion ol 
m.ichineiv and equipment The variable 
costs nil lude medicines, materials, 
chemicals .ind power consumption lor the 
in.ijor machines equipment and the 
supporting plants like air conditioning In 
order to compute these vaiious costs, 
inlormation w as c ol lec ted I lom the dit Icrcnt 
depaiimenis the concerned clinicians and 
tec hnicians 


Fur variable costs, inlormation pertaining 
to consumption ot materials, medicines 
and chemicals emerged from the technical 
details ot lest procedures obtained through 
combining inlormation Irom on the spot 
observation ol the lest procedure, 
discussions with the technician and perusal 
ol records ' The consumption ligurcs were 
multiplied by the respective pnccs toobtain 
Ihe relevant costs Variations in cost across 
years were incorporated by using the price 
indices related to medicines, materials and 
chemicals ^ The power consumed by each 
ol the machines and equipment (including 
air conditioning) used in the test were used 
to calc ulate the per test power consumption 
In case ol lixcd costs,/>/<> mta allocation 
method was employed For stall salaries, 
the total stall were categorised into teaching 
and non teaching In the tormcr. the time 


I AHI h I ll SIS CONDIK TIO I NlllR AiTO FlNANllNO .SCHtMl 
(Kale'.ind Cos! Siruclure, 10*11) 



Vjn.ibk Pixed Toiil 

Kate 

Variable 

Rale as a 

Difrerencc 

Kate a.s a 


('osl 

Cost 

C osl 

(Rs) 

C'osi as 

Per Ccnl 

of Rale and 

Per Cent 


(Ks) 

(Rs) 

(Ks) 


Per Cent 

of 

Variable 

of Total 






of 1 Dial 

Variable 

Cost as 

Cost 






Cost 

Cost 

Per Cent of 
Fixed Cost 


Ra<ltoUi^\ 

14 X 17 

46 IX 

2 17 

48 SS 

2S 

9S I2 

S4 11 

-891 67 

SI 49 

14 X 14 

S4 

2 17 

41 91 

2S 

94 14 

6122 

-611 SO 

S9 6S 

12 X IS 

■)? 14 

2 17 

19 SI 

2S 

94 

6711 

S12 21 

6127 

10 X 12 

21 V) 

2 17 

21 76 

2S 

90 

116 87 

IS2 12 

1()S2I 

II) X H 

21 2S 

2 17 

2162 

2S 

90 

11764 

IS8 22 

IDS 84 

t>S kKS 

17 47 

2 17 

19 74 

2S 

88 

141 92 

121 94 

126 64 

IX’nial 

II 97 

12 72 

24 69 

7 11 

48 48 

61 21 

-16 47 

29 68 

Nipbroldiis 

Hcainodialysis 

211 SJ 

124 4S 

SIS 99 

200 

19 47 

94 S4 

-1 SS 

1711 

Pcnlonul (iisilysis 
Nut tear nifttu me 

12 11 

266 It 

298 44 

l(X) 

10 77 

111 21 

2S 48 

11 SO 

1) 

14S 

4 26 

771 

40 

44 74 

I1S9 42 

8S7 98 

Slg80 

T4 

149 

1980 

7 470 

40 

46 72 

1146 11 

917 11 

51S47 

ISII 

SO 11 

4 264 

S4 194 

40 

92 16 

79 79 

-217 S7 

73 .S3 

HGH 

10X69 

27 670 

116160 

I(X) 

79 70 

92 

-11 40 

7113 

IH 

( (irjioliii's 

96 72 

22 460 

119 180 

SO 

81 IS 

SI 69 

-208 

41 9S 

TMT 

11 SX 

41218 

42S96 

40 

1 18 

294 SS 

640 

919 

CTMT 

‘M 6S 

222 84 

117 49 

2(X) 

29 81 

211 10 

47 27 

62 99 

21) Lcho 

67 41 

II9S7 

187 (K) 

2S0 

16 OS 

370 7S 

IS268 

13168 

HMT 

162 78 

86194 

1026 72 

2(X) 

IS8S 

122 86 

4.10 

19 47 


Null a Since the rales in radiology department were revised in June 1991. Ihe niMs presented in 
these years represent on average of two rales (in the same year), which pievuied for six 
months duration each 


Siiun e Hospital Records 
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w paiiitMlf ckf^ wat'i^anted fnmi 
(he time spent in teitching. Of the time 
spent for patient care, a tunher classiticatiun 
was attempted in terms of in-patieni and 
oul-paiient care The lime spent on out¬ 
patient care was allosated to the appropriate 
category ol test Where the same teaching 
slatf was involved in a number ol test 
categories conducted within a department, 
a prion /no ralti distiihution o( OPl) care 
time was made to each c atepory ot lest The 
lime alUication ol teaching statt arrived at 
in this manner was niuliiplicJ by the 
respective salary cost ol the conceined 
teaching stall based on the existing pay 
scales and other allowances 
In caseol non leaching stall.iheircntire 
working hours wcic distiibiiicd according 
to the number ol lests earned out in a 
paiticular depariincnt and multiplied b\ 
the hourly salary cosi computed as above 
Maintenance costs were estimated using 
the liguies collected Ironi local public 
works depaiimcni (PWD). ihc agency 
responsible loi the niainicn.incc ol the 
hospital I he avciage mainienaiice cost pci 
sc|Ulic loot ol the huddiiiL’ sliucluic was 
computed and was mulliplicd bv die Hoot 
area ol the dcpaiiineni/unit rcicv.ini lor a 
piiiicular diagnosiic Icsi Ibis w.is ihen 
.illoc aled />/o uilti according lo the number 
ol tests conducted in the dcpariment/unii 
during the year The depreciation loi 
instruments cc)uipmenl and machines was 
inpuled using purchase cost ol machincrv 
and applying stiaight-line method this was 
then allocated fno laia according lo the 
number ol tests done on that instrument/ 
equipmeni/machine 
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ExisliNt, Rah Siin i ii hi 

1 hcexisiingrateslorthc APS applicable 
tests covered by the study are presented in 
Table I along with the coricsponding 
variable costs (VC) lixed costs (I (') and 
total costs (TC) Several chaiacteiistics ol 
Ihc existing late structure emerge Pirslly, 
the existing rales, most of which have been 
prevailing since Ihc inception ol the APS 
oltcn do not cover even Ihc vaiiablc costs 
lully in a number ot diagnostic tests These 
include the larger X-rays (14" x 17 . 14' 
X 14", 12' X 15") dental X-rays, 
hcamtxlialysis, TSPI test, PiCiH test and 
LH test Total cost recovery docs occur in 
the smaller X-rays (10" x 12". 10" x 8", 
6 5' X 85"). 2D Echo, T3 and '14 

Secondly, the adherence lo the AES 
criteria (recovering variable costs) varies 
even within each department icsulting in 
eross-subsidisation across tests in ihe 
department (Table 2) Consequently 
department-level pcriormance on the AFS 
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cntcrta differs considerably In radiology, 
foniisUnLC, one finds that going by variable 
costs, (he three smaller X rays help cover 
11 percent ol the loss incui red by the other 
lour. bnni:ing down the ciiniiilalivc loss 
during l‘>X7 yi to Rs 64 <9 H4'; 1 he 
secnaiio using total costs is much worse 
a net cumulative loss ol Rs h t JO OSS with 
only one X r.iv (6 S \ S S ) subsidising 
I 62 per cent ol the loss lioin the oihci six 
Theiiucle.il inedu im dsp.iitmcni on the 
other hand is i smplus generttine 
dcpaiimenton boih V iii.ible indtoi ilcosis 
with the surplus tiom M and 14 easily 
compens Hull' loi ihe loss (torn the I Sll 
HGH ind I II lesls In the cardiology .ind 
ncpluohmy dep uiim nts ill the Af S tests 
recover then vui.ible losts but none 
recovcis the total costs 
It will he lecallecl that the Al S \y is con 
ceived in iespoiiselobudget,ii> coiistiainls 
causing shoitaue in \ lay .iv.iilahility Oui 
analysis thus I ir has shown that c uiienily 
adheieiue to Al S critcri.i \aiies acioss 
tests, consec|ueiilly dcpiitnicntal 
pcrioimaiice vaiics Ihe Al S tests in 
udiology dipiiinieni still h ive a net loss 
in variable cost teims those in nephioloey 
andcardiolocy lecovei only \aii.iblecosts 
and those in nucleir medicine lecoyei the 
total cost Moieover Ihe iiiimbc i ot tests 
being done h.is been iisineaiinu.illv (charts 
llo4) In the Iadiologv depaiinunt most 
ol the tests have giown at the compounded 
annual giowth i.itc ol per cc nt In other 
dcpaitmenis the i itc h.is ringed liom "'I 
to 6S per cent pet annum liable I) 

At the same time thcie Ins been no 
attempt toiwisc. lates m tune withchangme 
costs 1 his has been due to the long 
procediiies reciuiiinc a sanction lot leviseci 
rates lioni upper levels ol buieauc lacies in 
the he ilth diicctoiale Moieover upw.ircl 
rate ic visum would altiaci public c riticisin 
and IS ihcieloic avoided llie ellect ol 
continuing this policy as shown in 1 ible 
4. highlights that civen the use in piue 
nicies ol chemicals .iiid consumables 
presently being used in tin v iiioiis icsis 
It will not he possible loi Ihe hospit.il to 
rccovei lully variable costs even lu IWS 
Only exceptions m this leeird .iie IMI 
Echo dopplei n and 14 tests As i 
consequence sell linincim: sl.itiis ol me 
scheme ts itiled out in the ne.ii liitiiie II 
oneconsideis the lad Ih.il levenue surplus 
generated lorms the bisis ol providim; 
ccriain free tests to the pooi ind needy 
patients this possibiliiv in.iv not exist at 
all (I able 4 cohiniii h 9) 

At itK'SAiiyi R \ii SiKt ( II Ri s 

Thai the hospiiil is l.mng, and will 
continue to lace budgeiaiv constraints is 
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nn 'un()li^nf{^l« fact. SXHfte degree ot seJf- 
finsneing IS, therefore, essential and it is 
clearly evident that the prevent policy 
cannot be continued lor long However, it 
IS also important to realise that public 
hospiials arc set up to ensure that the poorest 
strata ol society have necessary access to 
the tacililics Justifying a rate revision then 
becomes aditticult issue The debate tends 
to revolve round concerns ol equity and 
need, and acquires emotional as well as 
political overtones 

At th|; same ttme. it is also widely 
accepted that public hospitals, especially 
the large teaching hospitals like the one 
studied, do 111 tact, cater to a wide cross- 
section of the society I here is, therefore, 
a practice in many public hospitals in 
India to charge highci rates from the 


bctter-ofl pattenu wlrifc stmuUancously 
ensuring that the poorer patients pay 
affordable rates, either by implementing a 
diffcienttal pricing policy or by a system 
of writing off the bills of deserving patients 
or both ^ 

In this scenario, the decision makci 
would be heller able to press loi a late 
revision if he or she could use cost as the 
basic lationilc lor setting rales show that 
a wide cross section ol society arc using 
the facilities demonstrate that the revised 
tales are in lad very reasonable and 
reassure the st ikc holders that Ihe revision 
would III (act benefit the poor who conic 
to the hospiial Ihis section deinonsiiales 
calculalions that the decision makei could 
use to bullicss the choice ol rale siructiire 
It assumes ihal the money freed by 


the AFS sarheme would be 
availabictorthe hospital to use as it pleases 
Using costs as a rationale lor setting laies 
would mean basing calculations on one of 
the following economic criteria ' average 
variable cost (AVC') aserage total tost as 
well as a part ol fixed cost (AFC), 
incremental vaiiahle cost (IVC) and 
inciemenial total cost (I PC) Ol these, 
analysis showed that charges based on 
incremental variable or total costs (IVC 
and IK ) were unsuitable because they 
weie somcitmes quite high and iilso 
llucliiated widely across tests We will, 
thcielorc use only the AVC and AFC 
based 1 lie siniciurcs in the analysis 

I CHI I 6 Nl VBIK Of I Kl I Fl SIS PfHMISSIBI 1 
\tllll MU I SISIINI, KaII S 
(In 111iL’iioslic Icsis \ciih Siiiplus 1 amines) 
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fit order (o dcmonstraie that the rates arc, 
tnlav-l scry icasonahic wc h.ivccomp ircd 
(he minitiiun) in.n ket rales it ncai by pi i vjte 
diagmistiL Ijiiltties with ilu Miss IS pti 
(he two (Jiltcreni tiilnii ( f ibk S) Om 
retomtnend iiions m siuli ilni i 
consider itili mil rtninns belwLtii the 
private iiui lliL piib'ie liospil il i ites I Ik 
private rite lelleel the p ivmg eapu itv ol 
(he lelilisilv bitlii oil sli iia ID siKiely 
tlwisecpienlly llu dilu leiii e' between llu 
bospil il and prn ile i linie i lies i in be 
intcrpielid IS llu exlenl III eonsiimer 
NUiplus ivail ible williihtin 

To ri issuie die s| ikeholdi rs dial die 
re’Msion would in l lel binelil die poon i 
Mral I We also si mull iiu oiisl y lonipuie ih il 
thenunilniol liei tests the tiitniberol lut 
OP path Ills ind the niimbei ot Irei IP 
puticiils ' would liivi bien possible williout 
addilion il biiiiliii to die hospii il il the 
suggested lates hid been iniplellleilted 
ovei Ihe I isl tew yi us 

In Ihe loss iillkine' tests in i idlohx’V 
(14 X 17 I ( X 1 I I ■’ X 1 S ind d( til il 
X lays) the ddleieiKi biiweui \V( ind 
AT( Is small AU iileseould Ih'ieloie 
be i h need ind i m n tlun die i lU s wind I 


Still be h9. 60. 56 and 82 per ceflt iirf (tie 
lowest market rites respectively The 
aeldilional resoiirecs from eharging 
A 1C lor the loss making tests would have 
been equal to 26 I per cent ol (he total 
hospii il biideet 14 766 oiii-palients or 
I ^S7 m piiiints eould have been ireaicd 
liillv tree wiin these rcsourees or 
67 740 (tee \ i i\s eould have been done 
(I ible Sa) 

In the mull ir medieinc deparlmcnl 
howevLi llu dill lenee between A PC and 
AV( lioiii llu loss making tests are 
eonsidet ible llu AVC tale would 
Ihi lefoie be pulerible and would result 
in die eh iiges Ih mg 11 II and Id pi I eeni 
I't the pro It I Ik loi Ihe ISH Htill and 
1 II I 1 el\ “il out patients or S m 
pjiienis d ho been treated tree ol 
charges Ol 14 ii tests done 

In the tisiswhuh ui iiioveiing tl least 
asi I ige \ iinbli e ts It can be seen that 
llu existing ho I III I lies ire I’ellerillv 
iioumi one Ihii ' Ihe piexailme lowest 
mukelllli Mete ihe dee ISIOII III ike’l eiiulel 
eiihii keep the si lUis quo or reionimend 
111 iiKieise in llu peiniissible niinibu ol 
liee tests (1 ible 6i 


lnWtjtiiiWiliio fewKSlrtttf ^ 

The implementation ol rate structures as 
suggested in the preceding sections is likely 
to have significant impact upon utilisation 
dee isions ot patients and future expansion 
plans ot the hospital On the one hand the 
sell su 11 le leney emerging from rate revision 
will enahle the hospital to serve more 
patients in these diagmistie lacililies On 
ihi oihci hand the existing provision Of 
liee tests lo the pooler and needy patients 
eould be eonlinucd without cxii.i Itnancial 
biiiden to llu* hospital in the* near fuluic 
IS well Nonetheless an upward revision 
in the e xisimg rales is suggested hy us may 
eliseoui igc some ol the poorer patients 
tiom iililisiiig these taeilitics Similar 
ixpinenecs in some other developing 
Liiuniries Uillowing such type of rate 
leMsions (or imposition ol new user 
I harges) weie note d as having discouraged 
liivolous use (it diagnostic tacilitics 
uldington inel I nyimavcw I and tl 
IdSdl It IS also likely ihal some ol the 
paueiiis taking into account the non clinical 
eoniponcnis ol the diagnostic lacilities 
nimely si ill behaviour wailing 


CENTRE FOR SOCIAL STUDIES 
SURAT 

Training Course on Computer Applications in Social Sciences 

The Centre for Social Studies Surat is organising an ICSSR sponsored course on Computer Appllcatlont 
in Social Sciences from September 11 to September 20, 1995 The Course is meant for social science 
researcheis who are engaged in survey research and need to deal with analysis and data processing 
Knowledge of basic statistical method is essential This course is designed to orient Ihe participants to 
fundamentals ol computer computer processing foundation ot data processing quantilication methods, 
statistical techniques and use ol SPSS 

Travel (to and fro second class) lodging and boarding will be provided free to the selected participants 
Those selected will have to deposit Rs 250/ as earnest money which is refundable only after full attendance 
in the course 
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methods ii) Statistics in) Data processing techniques, iv) Computer packages/programmes (specify), 
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Magdatia Road, SURAT - 395 007, latest by 7th August (Monday), 1995. Our Fax No (0261) 667173 
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(acili^es (like privacy, etc), may consider 
the public hospital's t.icililics as nt lower 
quality relative to the private clinics Such 
perceptions, ilic cxpciicnccs elsewhere 
suggest, may also lead to dec line in number 
(it patients utilising the public luispital’s 
lacililics (MePake I99t| These apparent 
dements ot the late revision however 
should induce rethinking in the hospital 
adiiiinistiation towaids impioving the 
public image (it quality ol these diagnostic 
l.icililics thiough better upkeep 
Howevei as pointed out earlier Ihc 
growth so far in the numbci ol these tests 
has been appreciable ( P.iblc 1) Our 
pioiections based on these growth rates 
list! suegest that rate rc vision would pioc ide 
potent! il resouiies lot maintaining the 
csisiing level ol ulilis iiion ol lacililics is 
wi II IS lutiiie le isibiliiv in providing lice 
tests to pool piiiciiis Willi Ihc existing 
level ol giowth in dt mind lot ihese 
laelimes the hospii il thiough i ilc revision 
eoiilel have belter si ope m i.uliologv 
depiiimenl and beiiclii iiscll and the poor 
pilieiils more ( I ible ha) In I icl the 
idditlonil uenerilion ol leveiiue based on 
our simeesicd \l( eiiicii i lonies oiii to 
be Kh 04 per lent .ind iiouiul lour months 
equivalent ol hospil il sineienieni il budget 
lespeelivelv 111 the vc.lis IhOS iilel 2001 
Al) liable 7) Unlike this in nuclear 
medicine depirtineni ihe adopilon ol oui 
suggested AV( e rile 111 would eoiiespoild 
inglv bring iboiil only 0 b2 pel cent and 
7 7) pel lent ol Ihe ineremenl il hospital 
budget 

1 iirlhei Irom Ihe point ol view ol 
di lunosiie tests euirenlly geiiei iling 
levcnue suipluses the review ol existing 
rates would be neeessarv in Itiiiirc to 
m iiniain Ihc nuinherol tree tests which aie 
presently being permitted This would be 
essential in view ol rise in the avcr.ige 
variable cost and avciigc loial costs ol 
Ihese tests However with Ihc existing 
surplus posilion Ihe rate icvision may 
not be suggested until 199*5 lor loui ol 
the tests including TMl 2D leho H 
and r4 


CoNt I I SIONS 

The experience ol the AFS icheme and 
Ihe analyses wc have presented have seveial 
lessons regarding use i charge mechanisms 
lor cost lecovery in public services in 
general and public hospitals in particular 
While the pressure on such services is 
increasing both in terms ol increasing usage 
and decreasing tinance the man.igcmeni 
suppoit lh.it they have is pemr and uxually 
limited to clerical lunctions Regular rate 


' ' ’’ r f'' 

tcviMtms, which ifpartlat 

financing is to be maintained, are ditticuli 
to implement because ol stakeholder 
pressures Typically, they lend to be 
postponed aniil they become inevitable 
and are then done arbitrarily 
The absence ol management tcehnicpies 
like Ihe economic criteiia used in this 
study lesulls in hidden and ill undcistood 
cross subsidies In contrast use ol the 
economic cniciia pinpoints wc ikiicsses in 
the sysieiri and helps csttmale the elicit 
ot late lationalisalioiis on Ihe lininciil 
status However it is not enough Ih ii the 
man.igcmeni techniques used iie then 
retically sound I here is ,i need lo take 
c irclul note ol the lonlexi m whiih Ihc 
decision makci works and ihcii use Ihe 
icchniqucs such ihit thev help ihc 
decision m ikei to not orilv tiiltil ihi 
organis,iiioii sobieciivesbiii ilsoioprcsini 
his/her case in i mannei whuh I iiilit ites 
sue cess 

Notes 

I The lUlhois wish lo Ih ink V III )us iiIIk 1 ils il 
Ihc sliiclv hospil il loi Ihc irso opu ilion I h ink 
ire line lo hold I oiinil ilion lor s|)oiisoiiii,. ihis 
sillily ii IIHMK I iipui I 

I I Ol I (leliilitl (lisciission ol Ihc Icihiiiiil 
proiciliiiis iiiMilved in i iih ol llii Issis i 
well IS Ihe coiiipul moils pciliinin,. lo 
indlMlhl ll eosi .lilllenis in Ihise lesl see 
loi ins, iiici Hiiiohil iiid Siddiipii 
■’ I or Ihls pilipose we h IVe ullllsid Ills pills 
indiii s ivjil ihli Iroiii / /’It (1991) unit MU 
(I9KS II) 

t 1 hi Hills (Isvolsd in Ihs uliiiinisii iiion ol 
idsp iiiiiisni dc ding will) Ihs di i ii.isiis ic si 
IS ilso ini ludsd in Ihs p ilisnis ns s iiipoiii iii 
IS I ir IS ihi unis illoc Ilion till ipiitiiiilii 
Icsl IS sonisiiisil 

4 Soiiisliiiiss idillcrinli.ilpiisin, sssisiiihi id 
on Ihs ihilils lo p iv piiinipl his bun 
.idvoc Usd llowsvsr inpiiisliis il hisiiol 
woik jppiopii III ly lor i disc iissn n in ihis 
leg lid psri lining lo two ol ihs Indi in st ilcs 
niincly Miharishlii mil Wssi Uciic li sis 
Giridh.ir si il (I9K7) 

5 For living i ils sliiislurs |xrt lining lo hs illh 
I isililiss in piihhs scsliii hospil ils see lot 
inslanee Vogcl(l99l 19SK) (mllinl I9K/) 
Fibs (1987) inci I usy (1988) 

6 These aie based on budget irv ligiiies 
and sijlisiiss rctmng lo in palisnl and 
Ol’l) lor ihs stud) hospital In this sonic vl 
'ce (ill tnslanss Fiiiohil aiicl K ii 
(1992a and h) 
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DISCUSSION 

Selective Readings of Feminist Scholarship 

Anand Chakravarti 


f'EMINinCATIONotTheoiy (MarthZ*?) 
by Dlpankar Gupta (DG) suiters from two 
limitations fust it draws entirely 
^roin a restricted aspect of western 
experience, and that too in a highly 
tendentious manner, and second 
, Aindamcntally, it is based on a one sided 
> understanding of feminist scholaiship that 
which revolves round the symbolic 
representation of the female body and 
associated bodily processes 
The connection between western feminism 
andmalebashing bra burning niidemaiches 
and the unabashed use of obscc ne language 
IS not merely doubtful but possibly a major 
falsification a product of the media which 
has indulged in sustained feminist bashing, 
particularly in the west However what is 
most unfortunate is that such a purported 
link-up, which only serves to trivialise the 
women s movement is being made not by 
the media but by someone who would wish 
to be regarded as a serious social scientist 
The most regrettable dimension of DG s 
essay is that it conveys a false and distorted 
picture of contemporary feminist scholarship, 
even in the western context, because it is 
premised on certain writings conforming to 
the post modernist genu It gives ihc 
impression that the principal concerns of 
feminist wntings are with the female body 
and the poetic isation of various female 
biological processes DG thus yokes post 
modernism and feminism together as it they 
have no existence independent of each other 
This IS a seriously flawed understanding of 
feminist scholarship because it ignores a 
whole langc of wnlings that arc certainly 
not confined to issues around the female 
body, and examine patterns of 
institutionalised male domiiuince (henceforth 
referred to as patnarchy) as a reflection of 
unequal power relations in various spheres 
of social life These wntings which most 
unbiased scholars would recognise as having 
added substantially to the understanding of 
power, address gender issues from a broadly 
political economy perspective They me lude 
works that examine the historical roots of 
patnarchy (for instance Gerda Lemer, The 
Creation oj Patnarch\, Oxford University 
Press, 1986), and the operation of this 
institution in spheres such as the family and 
dieeconomy (forinstance Chnstine Dciphy, 
Close to Home, University of Massachusetts 
Press, 1984), legal institutions the state, and 
social policy (for instance, Linda Gordon 
(ed), Women, the Slate and Welfare, 
Universityof Wisconsin Press, 1990) Such 
studies underscore the concerns of the authors 


to tangible, real life problems of gendered 
subordination, including exploitation and 
discnmination which is in stark contrast to 
the concerns of those authors of the post¬ 
modernist persuasion whom DG cites 
liberally as valorising the symbolism of 
female bodily processes It is the former 
perspec tive that has rn ide possible in recent 
limes the meaningful incorporation of gender 
in the scKiology of sti itification 

It should also be pointed out that DG has 
conflated the whole of feminist studies in 
the west with just one brand of post 
modernism He has thus ignored the writings 
of many feminist sc holars who while writing 
within the post modernist framework 
analyse power and not hodily processes (for 
instance Joan Wallach Scott Gendirand 
tin Polttu\oJHiston Columbia University 
Press 1988) 

In the light of such studies among 
numerous others thit centrally address the 
uniqual interface between men and women 
I strongly disagree with DG s assertion that 
■ feminist scholarship will typically ignoic 
those areas where women interface with 
men (p 620) 

Two general observations are m order as 
a conclusion f irsi I wonder why DG has 
totally bypissed feminist scholarship that 
has addressed issues looted m the country 
to which he belongs A number of sensitive 
scholars both Indian and foreign have 


I WOULD like t) add two missing points 
to Mccra Nanda s otherwise most 
illuminating paper Iransnationalisation 
of Third World Stale md Undomgof Green 
Revolution (tPW January 1995 
pp PL 20 )()) The two missing points 
arc (1) the aspects of transition from the 
green revolution (GR) to agro-business 
should have been looked at as an 
indispensable part of the globalisation 
process of capitalist production m its last 
two phases, i c the globalisation of 
investment via credit finance, aid and 
investment {1950s to 1970s) followed by the 
current process of globalisation of pro¬ 
duction (We all know of the first phase of 
the globalisation m terms of trade in goods 
and commodity capital (late 19lh century to 
1950s)) Nanda has rightly defined the GR 
belonging to an era of economic nationalism 
which charactenses the second phase of 


highlighted gender-based inequalities m 
vanous institutional spheres that are heavily 
charged with patnarchal norms, such as 
caste (Prem Chowdhiy, The Veiled Women, 
Oxford University Press 1994), the economy 
(Maiia Mies, TheLacemaken of Narsapur, 
7cd Press 1982), and legal institutions and 
the state (Bina Agarwal, A Field of One r 
Own Cambridge University Press, 1994) 
Second, DG s statement that “male 
partisanship with feminist studies actually 
stc ms from their post-modern inclinations” 
(p 620) IS nothing short of incredible One 
outsunding scholar who is far from being 
a post modernist, but has nevertheless 
seriously incorporated the gender perspective 
in Ins recent work is Amartya Sen What 
DG needs to recognise is that a genuine 
student of social inequality will not hesitate 
to explore the full range of unequal power 
relations in society, including those that are 
gtndeied and this has absolutely nothing 
to do with being a man or a woman It male 
schol ns have excluded themselves from the 
study of women s subordination in all its 
m inifestalions both hisloiically and in 
coiilcmporary society the fault lies in the 
one sidcdness of their scholarship 
It IS indeed a pity that instead of addressing 
the serious issues generated by feminist 
scholars focusing on gender as a crucial 
component of stratification and pointing to 
the lacunae in thconsing patnarchy, which 
would have creatively furthered the relevant 
debates DG has joined the ranks of those 
who have chosen to attack anything that 
disturbs the even tenor of so called 
mainsircam academic writing 


alohalisation as mentioned earlier This 
period helped the growth of capitalist sector 
in agnculture and industry [Maitra 1994 and 
1995) which was required by world 
capitalism as a condition tor its transition 
to the third or the last phase of globalisation 
of production which has begun since mid 
1970s State intervention and economic 
planning characterised the economic 
policies and institutions to facilitate 
investment of the huge accumulated capital 
and technology of the western world and 
thereby stimulate capitalist productive 
forces It has benefited the developed 
capitalist world most by enabling it to 
achieve full employment u^hich helped 
development of fuller potential of 
technological change, fuller development 
of productive torees. mass affluence, etc 
The growth and strengthening of capitalist 
sectors in the third world has been achieved 


Undoing of Green Revolution 

Priyatosh Maitra 
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expected, without capitalist transfonnaticm 
of these economies Capitalism does not 
need it today, rather it deliberately plans 
It this way so that social consciousness of 
these people remain pre-industrial and 
communalism infested (India is a bright 
example of this success of capitalism) 

(2) After two decades' state supported 
planned growth efforts, the capitalist sector 
in India became stronger, better organised 
and dependable for direct foreign investment, 
I e, for inclusion in the programme for the 
globalisation of production of western 
capitalism which needs today thedismantling 
of state intervention, privatisation and 
unrestncted markets (product, money and 
labour) National markets do not mean much 
when you have the world market as the 
target 

The import substitution policy for 
domestic markets in all sectois (in 
agriculture, the GR) marked the second 
phase of internationalisation of capitalism, 
while export substitution, the current or the 
third stage Thus the rise and fall of GR 
fallowed by the transplantation of agro¬ 
business approaches in agriculture is an 
historical product of the process of the 
globalisation of capitalism that has been 
evolving since ihc late 19th century 
IMaitia 19931 

There is no doubt that these changes 
would create enormous opportunities for 
abysmally low income, self employment 
and family labour run low wage activities 
in redistributive sectors which mushroom in 
this atmosphcie Therefore we will have to 
put up with so called full employment (2 per 
cent unemployment) with over 40 per cent 
of the population living under poverty line 
(seeAPW ‘Removal by Definition , January 
28 1995 p 189) There is no economic 
reason why this proportion will not go on 
nsing unabated in future under the picsent 
policy This IS happening in the developed 
capitalist countries, too, although their 
unemployment problem is basically different 
from the one we aie facing in India and other 
third world countnes today But that is 
another story 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited liability) 

NEW DELHI BRANCH 


BALANCE SHin AS AF IIST MARCH 1995 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED JIET MARCH, 1995 




(Rupees in Thousands) 

Schedules 

1995 

1994 

CAPITAL AND 
LIABILIIIES 




Capital 

I 

150 000 

150 000 

Reserves and surplus 

2 

121,092 

81 120 

Deposits 


603 427 

266 154 

Borrowings 

Other liabilities and 

4 

634,822 

364 959 

provisions 

5 

1 129 417 

1 060 123 

TOTAL 


2 638 758 

1,922 356 

ASSETS 




Cash and balances with 
Reserve Bank ol India 
Balances with banks 

6 

260,891 

14 371 

and money at call 
•ind short notice 

7 

202 373 

173 027 

Investments 

8 

430 372 

389 582 

Advances 

9 

1 680 251 

289074 

Fixed assets 

10 

16 055 

15 109 

Other assets 

11 

48 816 

41 193 

lOTAL 


2 638 758 

,922 356 

Contingent 1 labilities 

12 

2 317,600 

6,322 185 

Bills for collection 


386 990 

153 729 


Notes to accounts 17 


The Schedules referred to above form an integral part ol this 
Balance Sheet 

FOR S R BATLIBOl & CO 
Chartered At countants 


Sd/- 

RAJIV MFMANI 
Partner 

New Delhi 
July 8. I99S 


(Rupees in Thousands) 


Schedules 

1995 

1994 

INCOME 

Interest earned 

13 

227,974 

201,632 

Other income 

14 

8,432 

7,210 

TOTAL 


236,406 

208,842 

EXPENDITURE 

Interest expended 

15 

106,245 

71,838 

Operating expenses 

16 

31,632 

28,402 

Provisions and 
contingencies 


58,557 

68,443 

TOTAL 


196,434 

168,683 

PROFIT 

Net profit for 
the year 


39,972 

40,159 

APPROPRIATIONS 

Transfer to statutory 
reserve 


7,994 

8,032 

Transfer to other 
reserves 


31,978 

32,127 

TOTAL 


39,972 

40,159 


Notes to accounts 17 


The Schedules referred to above form an integral part of this 
ProHt and Loss Account 


FOR THE SANWA BANK LIMITED 
New Delhi Branch 
Sd/- 

K MURAKAMI 
Chief Executive Officer, India 
and General Manager 
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THE SANWA BANK LIMITED 

(Incorporated in Japan wUh Umital Liability) 

NEW DELHI BRANCH 


SCHEDULES TO THE BALANCE SHEET 

(Rupees in Thousands) 

(Rupees in Thousands) 


1995 

1994 


1995 

1994 

1. CAPITAL 



4. BORROWINGS 



Capital 

150,000 

150,000 

In India 



Deposit kept with the Reserve 



Reserve Bank of India 

216,000 

123,000 

Bank of India under 






Section 11(2) of the 



Other banks 

400,000 

220,000 

Banking Rcguiauon Act, 1949 

21,800 

13,700 

Other institutions and agencies 

18,822 

21,959 





634,822 

364,959 




Secured borrowings included 

- 

-- 

1 RESERVES AND SURPLUS 



above 

Nil 

Nil 

Statutory reserve 






Opening balance 

20,214 

12,182 

5. OTHER LIABILiriES AND 



Addibons dunng the year 

7,994 

8,032 

PROVISIONS 




28^8 

~~20,2I4 

Bills payable 

7,120 

63,945 

(Capital reserve 



Inter-office adjustments (nti) 

939,379 

921,452 

Opeiung balance 


- 

Interest accrued 

21,023 

4,607 

Additions dunng the year 

260 

- 

Others (including provisions) 

161,895 

70,119 





1,129,417 

1,060,123 

Revenue and other reserves 






Opening balance 

60,906 

48 721 

6. CASH AND BALANCES 



Additions dunng the year 

31,718 

32 127 

WITH RESERVE BANK 



Deduction dunng the year 

- 

(19 942) 

OF INDIA 



(renuttance to Head Office) 








- 

Cash in hand (including foreign 




92,624 

60,906 

currency notes) 

2 116 

2,118 


- 

— 

Balances with Reserve 




121,092 

81,120 

Bank of India 

8 775 

12,253 

3. DEPOSITS 




260,891 

14,371 

In India 






Demand deposits 



7, BALANCES WITH BANKS 



From banks 

232 

8,474 

AND MONEY AT CALL 



From others ’ 

198,472 

80,036 

AND SHORT NOTICE 



* 



In India 



Saving bank dqwsits 

33,271 

15,625 

Balances with banks 



Tenn dqiosits 



In current accounts 

200,598 

168,076 

From banks 

— 

— 

Out^de India 



From others 

371,452 

162,019 

In current accounts 

1,775 

4,951 


603,427 

266,154 


202,373 

173,027 






- 


4 ^ 
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THE SANWA BANK LIMITED 

(Incorporated tn Japan with LimUed Liability) 

NEW DELHI BRANCH 

SCHEDULES TO THE BALANCE SHEET 



(Rupees m 

Thousands 


(Rupees in Thousands) 


1995 

1994 


1995 

1994 

8. INVESTMENTS 



Other fixed assets (including 






furniture and fixtures) 



In India 



Beginning of year 

13,650 

f3,141 

Government secunties 

430,372 

389,582 

Additions during the year 

1,491 

1,095 




Deductions during the year 


(586) 

9 . ADVANCES 



Depreciation to date 

15,141 

(3,830) 

13,650 

(2,736) 

(a) Bills purchased and 




11,311 

10,914 

discounted 

Cash credits, overdrafts and 

146,322 

139 315 

Net book value 

r6,^ 

Ts^ib^ 

loans repayable on demand 

1,358,061 

1,097,523 


Term loans 

175,868 

52 236 

11, OTHER ASSETS 




1,680,251 

1,289,074 

Inter-office adjustments (net) 






30,630 

15,994 

Interest accrued 

(b) Secured by tangible assets 

1,121,644 

1,086,070 

Tax paid in advancc/tax deducted 



Secured by Bank guarantees 

- 

- 

at source (net) 

Others 

8,003 

10,183 

11,000 

t A t r\i\ 

Unsecured 

558,607 

203,004 

14 199 


- - 



48,816 

41,193 


1,680,251 

1 289,074 


(c) Advances in India 



Others include 



Pnonty sector 

558,107 

287 012 

Staff loans 

6 588 

9,989 

Public sector 


- 

Other Items 

3,595 

4,210 

Banics 


— 


- 


Others 

1,122,144 

1,002,062 


10,183 

14,199 


1,680,251 

1,289,074 

12. CONTINGENT LIABILITIES 






Liabihty on account of outstanding 






forward exchange contracts 

,293,312 

4,204,793 

10. FIXED ASSETS 



Guarantees given on behalf of 

Leasehold improvements 
(at book value) 



constituents 

In India 
* 

59,453 

49,589 

Beginrang of year 

6,529 

5,519 

Outside India 

1,590 

16,012’ 

Additions dunng the year 

1,783 

1,010 

Acceptances, endorsements and 



— 

_ 

other obligauons 

%2,350 

2,051,398 


8,312 

6,529 

Other'items for whi^ the Bank is 

r 


Deineciabon to date 

(3,568) 

(2 334) 

contingently liable 

895 

393 


4 744 

4,195 


317,600 

6,322,185 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 


(Rupees m Thousands) 

(Rupees m Thousands 


1995 

1994 


1995 

1994 

13. INTEREST EARNED 


■ 

15. INTEREST EXPENDED 



Interest/discount on 


■HI 

Interest on deposits 

19,479 

12,852 

advances^llls 

177,607 


Interest on Reserve Bank of India/ 



Income on investments 

45,050 

■bkh 

mter-bank borrowings 

37,182 

33,257 

Interest on balances with 



Others 

49,584 

25,729 

Reserve Bank of India and 




— 


other mter-bank funds 

- 

- 


106,245 

71,838 

Others 

5,317 

2,431 





227,974 

201,632 

16. OPERATING EXPENSES 





— 

Payments to and provisions 






for employees 

5,729 

5,066 




Rent, taxes and lighting 

7,362 

6,806 

14. OTHER INCOME 



Pnnting and stationery 

951 

1,640 




Advertisement and publicity 

47 

18 

Commission, exchange and 



Depreciation on the Bran>.h's 



brokerage 

16,KI2 

17 276 

property 

2,328 

1,679 

Profit on sale of investments 

260 

- 

Auditors’ fees and expenses 

95 

240 

Profit on revaluation of investments 

- 

- 

Law charges 

570 

320 

Loss on revaluation of investments 

(2,565) 

- 

Postage, telegrams, telephones, etc 

3,455 

4,656 

Profit on exchange transactions 

35,458 

16622 

Repairs and maintenance 

2,123 

788 

Loss on exchange transactions 

(43,077) 

(29 108) 

Insurance 

254 

162 

Miscellaneous income 

1,544 

2,420 

Other expenditure 

8,718 

7,027 


8,432 

7 210 


31,632 

28,402 








SCHEDULE 17: NOTES ON ACCOUNTS 
I ACCOUNTING POLICIES 

(a) General 

The accompanying financial statements have been prepared on the historical cost basis and unless otherwise stated conform to 
the statutory provisions, Reserve Bank of India s (RBI) guidelines and practices prevailing within the banking industry in the country. 

(b) Foreign Cunency Translation 

Monetary assets and liabilities in foreign currencies are translated at the exchange rates specified by the Foreign Exchange Dealers’ 
Association of India (FEDAI) at the balance sheet date, except tor Foreign Currency Non Resident (FCNR) Account balances under 
the RBI scheme which are translated at the rates specified by the RBI Resultant gains or losses arising out of such transactioas 
are recognised in the Profit and Loss Account 

Income and Expenditure items during the year aie translated into Indian Rupees ai the rale current at the date of transactions 
Contingent liabilities at the end of the year are stated at the exchange rates notified by FEDAI 
Gain/Loss on forward contracts is accounted for in the Proftt and Loss Account on the date of settlement 

(c) Investments 

Investments in approved Government Secunties have been classified/reclassified under ‘permanent’ and ‘current’ categories as 

per the RBI directives and have been valued as under 

The current investments are valued at the lower of cost and market rate 

During the year current investments amounung to Rs 100,000 wer^ reclassified as permanent investments 

Permanent investments are valued at cost in terms of letter from the RBI, DBOD No BPBC 44/21 04 048/95 dated 

April 15, 1995 

(d) Advances 

Provision for doubtful advances are made on the basis of periodic appraisals by the management during the year Following such 
review no provision has been made in the accounts 

mi 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


(e) Fixed AsstK 

Fixed assets arc sniid it n si kss depiisniion Ikpuii ition is provided pro rata to the period of use on the straight line 
method at the rates specified in Schedule XIV i I ih (< mpanics Aet I9S6 .except for improvements on leased premises 
which are depiceiitcd ocer the period ot Ic isc 
(0 Staff Benclits 

The Bink has taken i tiroiip tii unity Polu y scilh lli I ilt Insurance Corporation of India (I 1C) under the Croup Gratuity (Cash 
Aceiimulaiion) Sell! me lot the non cxpiiii iic slitl sshich cosers the full contractual liability towards giatuily in the event of death/ 
retirement ol Biiiich s cmplovccs I he (icmi' pud I i ibi lining this cover is charged to the Profit and Loss Account 
(g) Net Profit 

The net profit disclosed in the Piofit ind loss Aciiiin is liter inlet aha 
(i) provision for taxes on income in iccordanee win tiiiloiv requirements 
(it) adjustment to the value ol cunent investments in I 
(ill) other usual and neecssaiy piovisions 

II Inter Office Borrowings fiom the Sing ipore Biaiuh ol the S inwa Hank Limited (Incorporated in Japan with limned liability) amounting 
to Rs 850 (Previous Year Rs 011 175) and balances with oih r branches of Sanwa Bank I imited (net) amounting to Rs 5 471 
(Previous Year (Rs 19 72'')) have been consisic ntly shown under Inter Office Adjustments (net) amounting to Rs 939 379 (Previous 
Year Rs 921 452} under Olhei I labilities uid Povisions (Schedule 5) 

III In case ol outstanding forwaid contracts loss anuiunting to Rs 3 897 (Previous year Rs I 986) relating to the Revaluation of 
Forward eontriels has not been accounted for 

IV In case of Permanent Investments the differences between the cost and redemption price which had been accrued over the period 
from acquisition/April I 1992 ( n case of investments earned over from last year) to icdcmpiion date and had been recognised 
as income in earlier yc irs in terms ol letter from the RBI DBOD No 841/27 02 003/93 dated February 25 1993 [Phatguna I914(s)] 
has been charged oil to the Profit ind loss Account undei the held of Income on Investments in the Schedule XIII relating 
to Interest Earned 

V Other expenditure under Schedule 16 includes Rs 2 525 pertaining to travelling 

VI figuies in Rupees have been loundcd off to the nearest thousand 

VII Previous year s figures have been regroufied/reelassificd to conform to the current year s classification 


AIIDIIORS' KFPORl (>N THF ACtOUNlS OF IHF NEW DELHI BRANCH OF SANWA BANK LIMITED 
HINDI R SFCTION 30 Ol THF BANKING REGULATION A(T, 1949) 

We have cximined the B dance Shcci of the New Delhi Branch of The Sanwa Bank limned (incorporated in Japan with 
limited liability) as it March 3| 1995 and (he related Ptofit and Lost Account tor the year ended on that date 

In accord ince with the piovisions of Section 29 ol the Banking Regulation Act 1949 read with the provisions of sub 
seelionsd) (2) md (5) of Seclion "’11 ind Sub Section (5) of Section 227 of the Companies Aet 1956 the financial statements 
arc not required to be and arc not driwn up in aecoidince with Schedule VI to the Companies Act 1956 The financial 
statements are therefore drawn up in eonfomiily with Forms A and B (revised) of the fhird Schedule to the Banking Regulation 
Act 1949 

Attention is drawn to Note No III appealing in Schedule 17 regarding non provision of Rs 3 897 thousand on account 
of loss on revaluation of forward foreign exchange contracts Due to the above the profits lor the year are overstated to 
the extent ol Rs 3 897 thousand 

Subject to the above the iccompanying f inanci il statements in our opinion give a true and fair view of the state of affairs 
of the New Delhi Branch ot The Sanwa Hank Limited as at March 31 1995 and of its profit for the year ended on that 
date Furthermore in our opinion 

(a) We have obtained all the infoimation and explanations which to the best of our knowledge and belief were necessary 
for the purpose of our audit and have found (hem satisfactory 

(b) The transactions of the New Delhi Branch which have come to our notice have been within the powers of the New 
Delhi Branch of The Sanwa Bank I imited 

(c) 3 he Balance Sheet and the Profit and Loss Account ate m agreement with the books of account, and give the information 
required by the Companies Aet 1956 in the manner so required for banking companies, and 

(d) The New Delhi Branch has maintained proper bc<oks of account as required by law insofar ak appears from our 
examination of those books 


SR BATLIBOI A COMPANY 
Chartered Accountants 
Sd/- 

New Delhi Per RAJIV MEMANI 

July 8, 1995 Partner 
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.We’VE come a EONG way 
IN THE PAST YEAR. 

YOG CAN T ELI. BY THE MII.ES FONES. 
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'^Tnrnty\^er up 24^/<> '^F*rf>fits ujy hv 
^i>iviclc'nc/ up to 


RAYMOND UMITED 

Registered office Plot No 156/H No 2 Village Zadgoon Rotnogiri Maharashtra 415 612 

AUDITED FINANCIAL RESULTS FOR THE YEAR ENDED 31 ST MARCH, 1995 
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IN FACT, 

ONE BIG IDEA NURTURES A MILLION 
SMALLER ONES. 

U ri. Hst<iblishcii ihicc dci.idcs ago to mobilise savings for industrial development 
and bring the piospeiitv of the capital market to the common man. 

An Idea that has grown to become India's most trusted financial institution. 

An Idea that 48 million people have grown with. 

An Idea that man.iges assets woith moie than Rs. 61,000 crore. With 59 schemes 
that seive the needs of different segments of the society. 

An Idea of contributing to the social agenda of saving and the national agenda of 

industrial development. 

An Idea trusted bv the people of India. 



UNIT TRUST OF INDIA 

h i> I v o III he 11 1 ' r I o mo r r o w 

All investmenis in mutual funds and securities are subject to market risks and the NAV ot the schemes may go up or down 
depending upon the factors and forces affecting securities market There can be no assurance that the Fund's objective will be achieved 
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ECONOMIC REFORM ANOLOGICAL 
REFURBISHMENT: A STR/SY FOR INDIA 


BHAGALPUR RIOT: VICTIMS AND 
CULPRITS 


m ONE HUNDRED YEARS ORAHMINITUDE: 
ARRIVAL OF ANNIE BESA 


ETHICS, ARCHAEOLOGY AND 
WORLD ARCHAEOLOGICAL 
CONGRESS 


» JOURNEY THROUGH AMIGA’S BACKYARD 

M INCOME DISPOSAL IN COMMON 
PROPERTY RESOURCES: A CASE 
FROM FISHERIES IN KERAU 


■ AGRICULTURAL SRUATM ON 
EVE OF MONSOON 


■ THE EMERGENCY: A FULLER VIEW 





I 


Remarkable 
Performance Indeed... 


As they say 


Net Profits 
Rs. 204.10 
crores 

Dividend 
Rs. 30.10 
crores. 
Highest 
ever paid 
by any 
Nationalised 
bank 


V'""" 


O'* , 

V. 




Owned 

Funds: 

Rs. 173«1 
crores 

Reserves: 
Rs. 1144 
crores. 

The highest 
among 
Nationalised 
banks. 




Deposits: 

V. 

Rs. 22,475 

Foreign \ 

crores. 

Business ' 
Turnover. | 

Advances: 

Rs. 20,172 i 

Rs. 10,878 

crores. 1 

crores. 

Export 1 

Credit: 

Rs. 2065 


crores. 

" - v 
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Ecoic Reform and Environment 

The sAl adjustment programme (SAP) adoptcji by the government , 
of Indishered in major changes in ‘business as usual’, though none 
of ihdplicitly aimed at environmental concerns. The growth 
strateaace is built on faith in trickle down and what may be termed 
long-talthusian optimism. K does not address the problems of 
Irans; a sustainable economy. While the prospect of growth under 
the slis, to say the least, uncertain, it is all but certain that both 
inci)ind environmental degradation will worsen over the medium 
term) sense, SAP is a gamble against the majority of Indians. 
Hcndhe urgent need for alternative strategies to exploit the 
Comftarities among income gains, employment growth and 
envintal refurbishment. 1749 

Aniesant and Tamil Nationalism 

The Rule movement in Madras which Annie Besant galvani.sed 
into ction caused political opinion to crystallise into Brahmin and 
non-iin political formations. More importanlly, the cultural 
vehci she brought to her practice of nationalism resulted in the gradual 
emci of a complete and total counier-idcology. The non-brahmin 
resisto political brahminism evolved into a full-fledged ideology of 
Tamjnalism in the 1930s, engendering a dramatic break in tlie 
progf ‘Indian’ nationalism in the Tamil country. 1768 


Shf and Caring 

The mcc of an income-spreading 
meci which has been practised 
in tWal encircling net fishery of 
Ker.about half a rcniury show.s 
howibinalion of inappropriate 
lech/ choices coming in the 
wakee marker policies and a 
novasingly common pattern of 
staonage o( rural producers 
oftebine to create open access 
con! in common jiropeity 
rest and thus put eminently 
descommunitarian systems 
of and caring under 
grein. 1780 


Egency in Retrospect 

Asongress(l). the perpetrator 
of nergency, appears to be 
hc.for its final eclipse and as 
thettis of the Emergency are 
in dance, this is an occasion 
fo$ beyond condemnation 
anmpt a more dispassionate 
uninding of the phenomenon 
anilace in the evolution 
ot idian polity. _ 1736 

Btilpur Riots 

Thort of the commission 
wihquired into the Bhagalpur 
ririOctober 1989, in which some 
l,( trsons had perished, has 
br out a typical partem of 
CO n among the police, the 
be racy and communal 
Dci elements. 1729 


Ethics and WAC 

Indian archaeologists have laigely 
denied the influence of socio-political 
contexts on academics. But this has 
not prevented some from misusing 
aiclmeological evidence with 
catastrophic results. No discussion on 
the issue w.as pennilted at the World 
Archaeological Congiess (WAC) in 
New Delhi in December last year, so 
that eight years after it was formed, the 
WAC compromised and suppressed 
free debate on a vital matter, 1725 


Spurious Plenty 

With the forecast ol another normal 
inon.soon. the eighth successive one, 
and food demand continuing to be 
const!aincd by mass poverty, the 
government’s preoccupation on the 
eve ol the monsoon is. alas, with 
pro blems of ‘plenty’. _ 1732 

Civilisatioii-Mongering 

The recent pronouncements of 
Senator Jesse Helms, chairman of the 
foreign relations committee of the US 
Congress, on India and China 
continue the tradition of American 
discourse on foreign policy being 
dominated by self-righteousness and 
>.onteinpt for others, _ 1724 

American Backyard 

What strikes a traveller in Nicaragua 
is not only the poverty of the people, 
but also the chaos and the sense 
of social paralysis. 1734 




CRS TO EDITOR 


Finance Commission’s 
Award 

THIS is with reference to the excellent 
paper of S Cuban on the Report of the Tenth 
Finance Commission (April 22). It is not my 
intention to make any substantive comments, 
but only to draw attention to two points for 
the sake of the record. 

In his paper. Cuban, while conceding that 
“in the evolution of Finance Commission 
awards the TFC has taken a significant step 
forward in terms of logic, simplicity and 
equity in adopting identical criteria for the 
two shareable taxes”, also recalls that Raj 
{Crishna had argued this point persuasively 
as far back as 1978. He then quotes Raj 
Krishna’s views on the contribution criterion 
in income tax and slates that, "while two 
cheers are due to the TFC for implementing 
this enlightened rationale, it would have 
dc.served a third if it had shown a decent 
respect for history by referring to, and 
acknowledging, the seminal contribution of 
Raj Krishna to the debate on this issue”. 

In fact, the views of Raj Krishna, on the 
issue of the contribution criterion in the 
distribution of income tax revenue, have 
been quoted by the Tenth Commission in 
para 5.32 of its report. TTie views of C H 
Hanumantha Rao, a member of the Eighth 
Commission, agreeing with this view and 
quoted in the report of that commission, 
have also been quoted in this para. 

Insofar as adopting identical criteria for 
the distribution of the two shareable taxes is 
concerned, the views of Raj Krishna had 
been discussed in detail in the report of the 
Eighth Finance Commission and that 
commission agreed with his view that “there 
IS no legal or economic basis for allocating 
shareable income tax revenue and cxci.se 
revenue according to different criteria” 
(para 5.28 of the report). Therefore, that 
commission recommended that 90 per cent 
of the states' share of income tax “should be 
allocated amongst them on the very same 
principles as those we are applying for 
allocating the predominant part of their 
share of excise duties (para 5.29). Since the 
views of Raj Krishna on this issue had 
already been accepted by the Eighth 
Commission, there was no need for them to 
be again mentioned in the Report of the 
Tenth Commission. 

In regard to the contribution criterion in 
the distnbution of income tax, however, the 
TFC was indeed breaking new ground and, 
therefore, the views earlier expressed by 
Krishna and Hanumantha Rao were 
both specifically quoted in the report of the 
TFC. I trust, therefore, that Cuban will now 
restore that third cheer! 


In his Alternative Scheii fiscal 
transfers from the centre ti states, 
Cuban st^gests that "not les, *0 per 
cent of the centre’s aggregt ss tax 
revenues will he shared wit tates” 
(emphasis in original). He fc tils on 
the fact that the total transfe uding 
‘grants for state plans' havi more 
than 40 per cent, as shown in : 18 of 
his paper. This suggestion ;s the 
fact that plan transfers to the ; have 
been coming not out of the ta pts of 
the centre but from its deficit. ).S-96, 
the total non-plan expenditure centre 
was Rs 1,06,998 crore agains iss tax 
revenue of Rs 1,03.762 crore ct. the 
forecast of the centre fiirni lo the 
Tenth Commission sought u v ihai 
“the centre docs not havi quale 
resources on the non-plan revc :count 
to meet its constitutional ol on ol 
devolution at existing levels" \ 4 7). 
While this position could no tly be 
accepted by the commissiot I they 
reassessed the forecast so that i would 
be a non-plan revenue surpli II the 
fact remains that statutory t iiions 
can be based only on tax rccci id not 
on a deficit. Even in the coi sum’s 
reassessed forecast of the ccntri ant es 
during the period 1995-200 terest 
payments come to nearly 50 :nt ol 
the total tax revenues of the c The 
quantum of statutory transfers I states 
has to be discussed keeping a t this 
one fact in view. Whether it c only 
29 percent, as recommended b) I'enth 
Commission, or it can be rc is 
debatable, but it is doubtful whi it can 
be 40 per cent, i f we accept the p ation 


that, neither at the centre nor in the states, 
should there be a revenue deficit. 

B P R ViTHAi, 

Hyderabad 

Consumerist India 

A TELLING example of the insensitivity of 
the mindset engendered by the liberalisation 
process offered itself at a public sector bank 
in Hyderabad recently. An old gentleman, 
waiting quietly in a corner, was called to the 
counter. He shuffled across hopefully, only 
to l>e ini ormed very curtly that th#; amount he 
wished to withdraw would cut into the 
niinimuin depositor Rs 250. "But my pension 
itself is only Rs...”, he said plaintively. The 
look of dejection on his face had to he seen 
to be believed. The cashier, however, wiih 
moie than ti touch of irritation rattled oft 
chapter and vcr.se. 

Couldn’t the latter have been more civil, 
.spoken more softly? While as a small cog in 
the wheel he was only following rules Itiid 
down ultimately by compradores at the apex 
of politics and bureaucracy, the sense of 
power surging through the cashier in telling 
the poor man ol f was unmistakable. The way 
w'hitc-cpilareci folk internalise the values 
and attitudes of their masters is disquieting. 
The instant case seems to suggest that most 
public .sector bank employees remember 
their.socialism only when privatisalion rears 
ns head threatening their jobs For the rest 
they are busier articul.iting ilcmands for all 
sorts of hikes and perks. This is why, in the 
final analysis they arc tirmly behind consu- 
mcrisi India contra hantl-to-nioulh Bharat, 

MaJAZ I’ANJArAN 

Hyderabad, 
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mnwHinY 

■SSnlsiSa llUllil 


Asking for Trouble 

I T is typical of the times that the expert groupe 
working of the foreign exchange market in Indian 
as the Sodhani Committee, which was expected to recod 
measures for the growth of “an active, efficient andy 
foreign exchange market”, should have very self-coniy 
confined itself to the mechanics of the foreign e|e 
market without any concern for the broader edc 
implications of its proposals. For instance, is the pid 
setting up of so-called Offshore Banking Units only le 
issue concerning the foreign exchange market or doeve 
broader monetary, fiscal and financial policy implis? 
Likewise, the proposal to permit banks to lend, innd 
borrow short-term funds up to six months in the las 
markets has obvious foreign debt implications, juhe 
suggestion that inter-bank borrowing be excludtm 
banks’ demand and time liabilities forCRRandSLR ses 
raises monetary policy issues. 

A little reflection on the unhappy cxperif-nce of anber 
of Latin American countnes and, on the other Khe 
lessons of the success of the south-east Asian countnuld 
immediately make clear the relevance of the.se que- In 
many cases in the former group of countries, liberain of 
the foreign exchange markets has had to be reverscause 
the fundamentals were not right in tenns of continuscal 
imbalances, high inflation, low domestic saving arge 
current account deficits. The south-east Asian cou>, on 
the other hand, followed cautious and gradualisicies 
towards their foreign exchange operations, esch4 the 
glamour of liberalisation till they were sure they hatSved 
an enduring balance on their current accounts. Onig the 
experience of these countries, and of China now. cishes 
very cletuly is that the flow of foreign direct invest into 
the.se countries has not depended in any way on thdence 
of a iiee foreign exchange market. These coun quite 
deliberately put off liberalisation of the financial « and 
foreign exchange dealings till high levels of domeaving 
and large and sustainable levels of foreign exchangerves, 
which are a necessary condition for the growth of ictive, 
effleient, and orderly foreign exchange market”! been 
achieved. On the other hand, in our case the forefice of 
globalisation which the government is pursuing-which 
will be given a decisive push by the Sodhani Cdttee's 
technical-seeming pix^iosals - could abort thcinb:y'’s 
growth process, generating instead massive vftes of 
activity associated with multiple layers of financiudings 
not backed by develo{Hnent of the real sectOTS of thmomy. 
The dismal performance of Indian bank branclfforo^ 
should have given the Sodhani Crmunittee a cfo how 


important it is for financial activities to be backed by sound 
and rapid development of the domestic real economy. Take 
again the committee’s recommendation that the RBI’s 
intervention in the foreign exchange market should be selective 
rather than continuous This will no doubt provide fresh 
scope for market operators to spread their wings, but will it 
keep the dollar-rupec i ate stable as it has done in the past two- 
and-a-half years, thereby ensuring relative orderliness in the 
market even in the face of violent gyrations in the international 
exchange markets' Relatively unregulated foreign exchange 
markets make for greatci exchange rate volatility which, as 
the experience of so many developing countries has shown, 
is seriously detrimental to external sector performance. In 
India’s case, the foreign exchange reserves of $ 20 billion do 
not reflect the strength of the domestic economy; the deficit 
on the current account pei sists, domestic saving continues to 
be low and fiscal imbalances remain grave. In this situation, 
any complacency based on the presumption of stability on ihc 
external front is dangerous and the entire edifice of the 
Sorlhani Committee’s recommendations, inspired as it is by 
the interests of market operators, vests on such complacency. 

This is not to argue that all foreign exchange dealings 
should be bureaucratically controlled or that the free market 
has no role at all. What is sought to be emphasised is the 
importance of caution and proper sequencing of leform of the 
different aspects of market operations. A few general giound- 
mlcs suggest fliemsclvcs. First, the experience of the south¬ 
east Asian countries teaches us that so-called globalisation is 
by no means a prerequisite for taking advantage of the 
opportunities afforded by international goods and currency 
markets lo step up the growth of the domestic economy. 
Second, hasty espousal of policies ushering in current and 
capital account convertibility (the Sodhani Committee s 
recommendations will take the country very close to capital 
account convertibility) is likely to result in the management 
of the domestic economy having to surrender all initiative lo 
the global market, the extreme volatility of which is a well 
established fact. Third, freeing of the foreign exchange 
market will open the flood-gates for arbitrage operations 
which can be a major source of destabilisation with a class of 
rentiers ruling the roost. In such a situation prudential norms 
by which the Sodhani Committee sets much store cannot be 
a substitute for restrictions and regulations meant to serve 
social purposes. 

According to the Sodhani Committee, unlike developed 
markets where transactions are financially driven, the Indian 
market is dominated by merchant flows. What value addiuon 
is likely tobe generated in the domestic economy by promoting 
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WQiBpT^'TfffiBTfilf "aMfings such 

flows? The report has no answer. The 
cummittee also believes that the Indian 
market is skewed in that a handful of public 
sector banks account for the major share of 
the mcrchiini business, with the foreign 
bank branches dominating the inter-bank 
business. The present system of forward 
exchange rates reliccts just the demand and 
supply for foreign exchange and not interest 
latc differentials. The integration of the 
money and foreign exchange markets and 
the removal of restrictions on banks' 
borrowing and lending in the international 
markets, as recommended by the committee, 
IS expected to augment the supply of foreign 
exchange and so help reduce the forward 
premia. But in the medium term these 
changes could also be a source of serious 
destabilisation. Fears have already been 
expressed that the freedom given to 
companies to hedge on the basis of mere 
declarations will stimulate speculation. 
Apart from the destabilisation arising out of 
the linking of the domestic money market 
and the foreign exchange market, the scope 
lor speculation by banks and companies 
will be substantially enhanced by many of 
the committee’s other recommendations. 

First, companies will now be permitted to 
hedge their exposures on the basis of a mere 
declaration without any documentary 
evidence such a,s in voices/confirmed orders/ 
letters of credit as at present. In the opinion 
ol the committee, “it is for the management 
of a company to ensure that the exposures 
hedged are need-based and transaction- 
related”. Boards of companies arc expected 
to fix limits for authorised officers to book, 
cancel and re-book contracts to manage 
exchange risk. Second, it is urged that the 
limit on overnight open foreign exchange 
position against Indian rupees fixed at Rs 
15 crorc, over-bought or over-sold, be 
withdrawn and bank management be allowed 
to fix both overnight and intra-day open 
exposure limits subject to earmarking a 
.separate minimum capital of 5 per cent of 
the open exposure limit. Similarly, the 
aggregate gap limits (AGL) and individual 
gap limits (IGl.) are to be fixed by the 
managements of banks taking into account 
their foreign exchange operations, risk¬ 
taking cap.icity, etc. In both ca.ses the limits 
have to be approved by the RBI. Third, 
authorised dealers who have the requisite 
skills, infrastructure and risk-control 
apparatus and who satisfy capital adequacy 
norms are to be permitted to initiate cross- 
currency trading positions in the overseas 
markets, subject to limits fixed by 
managements and approved by the RBI; at 
present they are allowed to do so only to 
square positions taken in the local market. 
Fourth, to hasten the integration of the 
domestic and international markets and the 
alignment of forward margins in the local 
inter-bank forward market with interest rate 
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'differehtials, authc^sdid d^ers. apan from 
being given freedom to initiate cross¬ 
currency positions, are to be permitted to 
lend or invest as well as borrow short-term 
funds up to six months at market rates in the 
overseas markets up to specified limits. 
Fifth, to encourage competition by 
increasing the number of participants, 
financial institution.s such a.s lOBl, ICICI, 
IFCI, SCICI and EXIM Bank, which have 
restricted foreign exchange licences now, 
arc to be brought on par with commercial 
banks and allowed to trade in the foreign 
exchange market as they have large foreign 
exchange commitments and require their 
expo.sures to be covered more efficiently. 
.Sixth, it is suggested that in place of the 
pre.sent passive intervention which has 
supposedly prevented the efficient 
determination of the exchange value of the 
rupee, RBI intervention should be .selective. 
Towards this end the statutory obligation to 
fix buying and selling rates should be given 
up :md the RBI should be leftfree lointervene 
only when it considers such mtcrvenlion 
necessary for its policy objectives. 
Fluctuations would be allowed on both sides 
and importers and exporters would be able 
to book their exposures when they consider 
the rates to be favourable. This is expected 
to populanse hedging instruments/prtxJucts 
in the market. The RBI is also urged to 
influence forward rates by initiating swaps. 
Seventh, authorised dealers are to be 
permitted to determine interest rates on and 
maturity periods of the FCNR (Banks) 
deposits, subject to a cap defined with 
reference to the rates prevailing in the 
international markets Eighth, exporteis are 
to be allowed to retain 100 per cent of their 
export proceeds in foreign currency accounts 
in India (against 25 per cent lor general 
exporters and 50 per cent for EOUs at 
present), subject to liquidation of out¬ 
standing advances against export bills. 
Ninth, to facilitate the orderly development 
of a foreign exchange forward market, as 
also a derivatives market, in India, inter¬ 
bank borrowings are urged to be excluded 
from demand and time liabilities for CRR 
and SLR puiposes. Finally, several short¬ 
term and long-term measures arc proposed 
to popularise the use of options and to 
widen the scope and reach of derivatives. 

Apait from capital adequacy norms, 
reporting arrangements and the setting up 
of a foreign exchange clearing house, a 
major recommendation of the committee 
relates to the setting up of offshore banking 
Units (OBUs). Banks are to be allowed to set 
up OBUs using existing branches. They 
would be virtually tax-free so as to attract 
funds, essentially for deployment offshore. 
The committee makes only a perfunctory 
reference to the impressive body of literature 
which has almost conclusively established 
that (a) the scope for business in OBUs and 
offshore banking centres is likely to be 


limited unless "enormous tax‘-brdiks' ai^ 
given; (b) the ease of transfer of funds] 
between OBUs and domestic units is likely 
to blur the distinction between the two, with] 
attendant implications for the management 
of credit policy and domestic foreign 
exchange markets; and (c) the ski Ms acquired 
in such organisations at very high cost will 
be so specialised that they are likely to have 
very limited applicability in domcMu 
operations. That the separation of OBuj 
activities from the domestic activities n(l 
banks is likely to be a myth is suggested hy 
the kind of business that the committee hosj 
Itself proposed for the former: acceptancti 
of deposits from non-residents and of fundi 
and deposits from expoyers and othci 
residents who arc eligible to hold foreign 
currency accounts with Indian banks and 
leniling to non-residents including other 
OBUs. The easy leakage of offshore funds 
into the domestic monetary stream, laigc 
arbitrage activities, likelihood of illegal 
moncy-Iaundciing and heavy siipeivisor)l 
and legal costs will far outweigh the incagrf 
benefits of skill formation, if any at all. 


ENVIRONMENT 

Technology Change 
Dilemmas 


THE decision of the German govcriimcm 
to allow import of Indian textiles, waiving 
the requirement that they be free from azt 
dyes, has brought into focus the issue ol 
the impact of global environmental con¬ 
sciousness on third wot Id countries. One 
lall-oiit of the azo tlyes conliover.sy ha> 
been that the concerned ministries m New 


Delhi have ‘expressed concern' that textiles 
which use these hazardous dyes arc injurious! 
to Indian users of the cloth as well, as also 
to those who manufacture the dyes. This 
has opened up a rdnge of complex i.ssues. 

First, only a small segment of the textile 
industry is so organised as to allow for 
effective monitoring of the type of dyes 
used for colouring the yarn and cloth and 
for printing. This is even more true of the 
chemical industry manufacturing organic 
dyes, of which the az-o group ofdyes (mainly 
red and yellow dyes derived from azo 
benzene) is one category. Even if azo dyes 
could be eliminated entirely, it will still be 
necessary to ensure that the alternatives 
used are safe and environmentally sound. 
The way the chemical industry is organised 
- or rather, is not organised - it is impossible 
to enforce standards for products or for 
production processes. To ensure environ¬ 
mentally sound antf safe products, speci¬ 
fications have to be laid down for products 
and processes and mechanisms have to be' 
worked out for enforctne standards. In th^ 
case ofdyes, for instanc i, requirements fori 
obtaining an eco-frienlly label invOlve| 
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moniioring 6f the numerous componeiits 
which make up (he dyes. Testing for these 
every time, say, a textile manufacturer buys 
[ a batch of dyes is near-impossible. This in 
Mum would mean that dye-users would opt 
for ‘reliable’ sources or, in other words, 
reputed large companies which presumably 
satisfy the required standards. 

Secondly, (he introduction of substitute 
•green’ products or processes involves a 
cost factor, the ‘transaction cast’, which too 
works against small industries in third world 
countries. A recent UNCTAD report on the 
environmental impact on technology 
transfer recognises that a number of small 
and medium enterprises could be driven to 
min by high environmental standards. These 
firms and the labour employed in them 
would then become the responsibility of the 
state. In the case of azo dyes, the concerned 
departments of the Indian government have 
acknowledged that changeover to safer dyes 
could render unemployed a large number of 
workers. The change thu.s involves financial 
inputs, which the stale is hard put to find. 
The labour issue has also come up in the 
ca.se of greenhouse gas emissions, where 
powerful labour unions, such as the German 
coal mining union, have opposed the 
country’s climate policy which will 
eventually put the squeeze on coal mining. 

That brings us to the third issue; who is to 
bear the cost of making technology and 
products environmentally sound? This is an 
issue which had come up as early as 1979 at 
the UN Conference on Science and 
Technology which first focused attention 
on technology transfer. At that time the 
issue was linked to development, while 
today LINCED’s Agenda 21 links it to 
environment. But then os well as at Rio, the 
stumbling block has been resources. Agenda 
21 declares that “access to and the transfer 
of environmentally sound technology are 
essential requirements for sustainable 
development”, but it has left open the 
question of “financial re.sources to acquire 
environmentally sound technology”. This 
issue is coming into focus more clearly m 
the course of implementing the Global 
Environment Facility, the first international 
arrangement which explicitly finances 
activities in third world countries directed 
towards reducing COj and other greenhouse 
gas emissions. The north-south debate has 
centred on whether the north, which bears 
the major responsibility for causing the 
climate problem, should not accept the 
burden of transferring the required resources 
and technology so that further damage is 
not caused to the environment by the use of 
environmentally-damaging technologies in 
third world countries. 

The UNCTAD report recognises that the 
“long-standing problem of the divergence 
in technological trajectories between the 
north and the south is likely to be exacerbated 
by environmental requirements”. Inaddition 


1 tjiii^pnweimii^ipipp,, 

- and diis is f g ^ l^NCTADreport 
interestinglslt mention - there is the 
question M the emphasis on 
environmciijund technologies will 
mean for thfh infrastructure which 
many third ^untries, like India, have 
created. IndJpecially in a liberalising 
cnvironme'l opt to buy proven 
technologyjthe north rather than 
promote iitts research, especially 
when the ijto the new technology 
needs to b^lished with the shortest 
possible ‘die’. Moreover, it is not as 
if there are available alternatives. In 
India, andst developing countnes. 
little attetr been made to come to 
grips wit li^vcls and types ol 
tcchnologiuts*required to make the 
changeoveore environment-friendly 
processes bducts and as a result no 
compreheprogramme lo undertake 
relevani re in this area has emerged. 

Clcarly.m does noi he in rejecting 
environmasciousness on the ground 
that thus iscr of concern essentially to 
the north,as for developing countries 
It is far important to cope with the 
other ennenl-bound problems of 
disease amulrition. Certainly, there i.s 
no substo allocating more public 
resourcei^nan development and wel¬ 
fare. But peel of human development 
IS also idnisc the impact of environ- 
mentallylndly and unhealthy techno¬ 
logies on iple who produce the concerned 
produci.sthose who use them. The 
solution identifying the right priorities 
and worlut a comprehensive environ- 
menialiycious policy of technology 
change, ling for research and develop¬ 
ment, W’ empha-sis on resiructuring and 
reviuilistall and medium industries. In 
the absof .such a policy, a north-led 
cnviroit movemem will increase 
unempkni in third world countries and 
endang* indigenous industrial base. 

thejiIiary 

Not )ve Accountability 

IN Ind tice has become too important a 
matiert left in the hands of the judges. 
The ntf supervise the I iinctioning of the 
judiciid punish erring judges assumes 
imporl in the context of two recent 
eases jdicial misdemeanour. Arbitrary 
judgn that violate fundamental rights 
as we judicial protection of criminals 
have 1 the order of the day for a long 
time lur country. But thanks to the 

involentoflwohigh-piofileindividuals 

- onctt-setter business tycoon and the 
otheriwerful Congress politician - and 
the eiire that the media have given lo 
their iectivc cases, the Indian upper 
class jrlishment seems lo have suddenly 
disc ojd Aat its members (like ordm. . 


callousness and bestial jail conditions. 

In the case of the extradition of the ■ 
Singapore-based biscuit-baron RnjanPiilai,' 
the Delhi metropolitan magistrate scornfully 
rejected his plea for treatment in a hospital, 
in spile of his informing the magistrate that 
he was .suffering from cirrhosis. The next • 
day, in ihc absence of prompt medical care 
in Tihar jail (where he had been sent by the 
magistrate). Filial died after having been 
brought in a virtually comatose stale to a 
city hospital. While lejccting Pillai’s plea, 
the magi.strate had advised Pillai, “instead 
of trying to run away lo a five-star hospital, 
he IPillai] should address himself to the 
cause of the abnormality of his liver" and 
with those words he had despatched him ol I 
to jail instead of a hospital. Legal experts 
are right in quc.stioning the magistrate’s atitho- 
nty to deny medical ti eatmeni to an accused 
person purely on the basis ol his arbitrary 
asse-ssmeiu of what the accused should do lo 
improve his health. How can ajudge usurp 
the lole of a medical expert? Without the 
necessaiy expertise, how can he determine 
whether an accused is feigning illness or is 
genuinely in need of medical attention ' 

Yet there arc any number of cases, 
especially in the lower cotirts, whcic judges 
p.iy litilcheedtopleas tor medical Ireiilinent 
by the accused (often brought before them 
in a physically battered state alici having 
been lot lined in police custody) many of 
whom eventually die in police lotk-ups or 
jails. The deaths in Delhi’s Tihar jail have 
been widely reported in the press. But since 
the victims are poor and unknown, they tail 
to focus national attention on the aibiirary 
verdicts of callous judges and the inhuman 
conditions in police lock-ups and jails. 

Ill the .second case, a Youth Congress 
leader who allegedly killed his wife, burnt 
he! body and escaped lo Madras was, lo and 
behold, promptly given anticipnioiy bail by 
no less a iieison than the principal sessions 
judge. Admitting that he had not bothered 
even to check the signature on the bail ap¬ 
plication, the judge latei came up with the 
otihand remark: “In a single day, we pass 
scvetal dozen bail applications and ilicre is 

no limeor means of .sciutinising signatures. 

C-nn anyone think of a more exiiaordmary 
dctencc of judicial hainhandcdne-ss? 

Yet, here again, we have become 
accustomed lo the judiciary resorting to 
legal prevarications and sophistry m order 
to allow criminals who are protected by 
powerful politicians to go scot-free, 1 he 
mass murderers of the Sikhs in 1984 and the 
killcis of Muslims after the demolition of 
the Babn mosque arc still strutting around 
fearlessly, in spile of cases having been 
instituted against them. 

Incidentally, as press reports have 
.suggested, it was not the murder of the 
woman as much as tlid ghoul'sh mannei of 
the attempted disposal of the body that 
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pressure upon the administration to 
apprehend and punish Sushil Sharma. But 
counter-pressures from his political patrons 
- which enabled him to obtain anticipatory 
bail in Madras - are continuing. It is yet to 
be seen how the Delhi court’s respond to 
these pressures. There is nothing wrong in 
the Delhi metropolitan magistrate acceding 
to the request by Sharma’s lawyer that his 
client be medically examined and allowing 
the lawyer to be pre.senl dunng Sharma's 
interrogation. Hut one wishes judges showed 
the same good sense when they try ca.ses 
involving ordinary citizens from obscure 
and impoverished backgrounds who do not 
have the advantage of political patronage 
and press publicity. 

With charges of corruption against senior 
judges and acts of misdemeanour by the 
lower courts, the reputation of the judiciary 
has today reached the lowest ebb. It is up to 
the judges thcm.scives to cleanse their 
fraternity of charlatans, improve their 
professional skills and, above all, shed the 
arrogant habit of passing off-the-cuff 
remarks m courtrotims .Since no judge is 
inlalhble - as is evident from the number of 
judgments regularly overturned by superior 
courts - judges should learn to be modest. 
They must also learn to submit thcm.selvcs 
to public scrutiny - and even criticism - 
instead of threatening action for contempt 
of court at the drop of a hat. Like members 
of every public profession, judges are al.so 
accountable to society. 

BOSNIA 

The European Dimension 

THE assault on UN-protected enclaves for 
Muslim refugees by the Bosnian Serbs - 
they have already taken control ol at least 
one ol these enclaves, Srebrenica - has made 
it clear that the war in Bosnia cannot be 
brought to a conclusion unless the arms 
embargo against the Bosnian government is 
lifted or, alicmdlivcly, the western powers 
lake joint military action agiunst the Bosnian 
Serbs. 

The first course of action has long been 
tavoured by the majonly in the DS Congress: 
the second - the need for which has .so far 
been only mutedly acknowledged - has 
been recently adv<x;aicd by French president 
Jacques Chirac. Members of the US 
Congress - mainly the Republicans - must 
have domestic reasons for advancing it, but 
there IS substance in ihe argument that the 
lilting of the arms embargo against the 
Bosnian government would strengthen it 
militarily and may enable it to conduct a 
successful war against the Bosnian Serbs. 
What appears even more likely is that it 
would put the Bosnian government in a 
position to negotiate with the Serbs without 
yielding much diplomatic ground. 


llie opposition to the 
embargo, which comes 
governments of Britain, O 
US, on the other hand, 
ground. It is argued that it 
the civil war. Actually, the 
an c.scalatcd condition for ti 
a further escalation in it, 
place, would scarcely causi 
than it already has. What cli 
m lavour of lifting the embi 
likely to bnng the war to an 

The second argument of thi 
lifting of the embargo, n; 
inicnsitied war in Bosnia 
into a larger European con 
from the Balkans, cannot 
dismissed, but on the whole 
I he dangers of a European war, 

IS based on the perception 
humiliation of the Serbs wi 
Russian strategic sensitivities 
and would bring the Russi: 
the .side of the Serbs, 
perception ignores the cun 
economic and technological d( 

(he western powers. Due to this 
the Rus.sian govemment-even 
dominated by nationalists - w 
to plunge Itself into a military 
them. 

What could bring about such 
what has been suggested by 
president, namely, a joint mill 
against the Bosnian Serbs. Sui 
would tread directly on Russi 
IOCS. Secondly, no Russian rc] 
be able to tolerate such a 
without losing face among its 
cratising populace, a majority o 
Slavs, the same ethnic group as 

Nevertheless, these considenj 
precisely what makes this coursi 
unlikely. There is also the issue 
and financial viability, with a mii 
2,00,000 qoops need^ to put it int; 
In an era when economic calcula: 
to outweigh strategic ones, not m. 
governments would listen to th 
pica. Therefore, what the 
tulminations against the Bosniil 
actually signify is a division ai 
western powers on the questions 
Thisdivision, if it widens orgets aci 
in the coming days, would be the re;' 
ol the Serbs against the Bosnian 
on a larger scale. 
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MYANMAR 

A Place for the Army | 

THE unconditional release of AuflSan 
Suu Kyi, the leader of the democratic ccs 
of Myanmar, has been welcomed tbaorld 
over, but it has also generated a greafcl of 
speculation regarding the future ede of 
Myanmar politics. 


Myanmar, shortly after independence^ 
from the Bri tish, wi messed a three-decade-1 
long phase of autarky, mostly under the ] 
autocratic rule of Ne Win. It was only 
when the pro-democratic forces coalesced ^ 
around the leadership of Suu Kyi, daughter i 
of the assassinated national hero, colonel' 
Aung San. that Ne Win was compelled to 
agree to relinquish office and pave the 
way for the formation of a representative 
government. The crackdown on the leaders 
and supporters of the National League for 
Democracy (NLD) in 1988 and the eventual 
arrest of Suu Kyi on July 20, 1989 had 
made the military junta extremely 
unpopular with the masses. In the elections 
in 1990 the NLD captured •more than 60 
per cent of the votes. The military junta, 
known as State Law and Order Restoration 
Council (SLORC), unable to digest the 
prospect of being abruptly marginali.sed 
from Myanmar politics, annulled the 
mandate of the people and continued to 
cling to power. 

But later events show that the signals 
the election had sent to the SLORC were 
not entirely lost on it. The SLORC tried to 
secure legitimacy for its rule from within 
and without. It declared a ceasefire with 
allbuione warring clhnicgroupdemanding 
regional autonomy While it publicly 
reliulTccl the US threat of economic 
saiietions in case of failure to restore 
democracy, it cultivated closeness with 
ASEAN countries, showing interest in their 
ailcmpi at ‘constructive engagemenl’ It 
attended the ASEAN meet held last year in 
Bangkok on .special invitation from the 
goveinmciU of Thailand, but was denied 
membership. Myanmar has been opening 
up its economy for the past decade and is 
keen on getting integrated into the regional 
economy. The SLORC acknowledged that 
Its questionable international repuiniion 
on democratic and human rights fronts 
was coming in its way of improving 
bilateral lies. Last year it had declared its 
intention of drafting a con.stitution, 
shrewdly ensuring the interests of the 
military within it. But it soon realised that 
this process could carry no weight 
internationally iinle.ss it was able to carry 
with it the various political groups within 
the country. It was this pressure that 
resulted in the gradual change of thejuiiUi’s 
attitude towards Suu Kyi. Till July last 
year, the SLORC maintained that it would 
free Suu Kyi only if she agreed to go 
abroad for five years. But Suu Kyi 
remained defiant. Yet the non- 
confrontationist stand taken by Suu Kyi 
after her release aiyJ her statement 
mentioning the possibility of a combined 
military-civilian transitional government 
indicates that further advance of 
democracy in Myanmar can take place 
only after the armed forces have been 
assured a place in the emerging polity. 
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COMPANIES 

INDIAN RAYON AND INDUSTRIES 

Multi-Pronged Expansion 

AN Aditya Birla group company, Indian 
Rayon has turned out encouraging results 
for the year ended March 1995 Turnover 
incrcas^ from Rs 908 crorc m 199^-94 to 
Rs 1,079 crorc. an increase of 18 7 per cent, 
and net profit stood at Rs 132 M crore 
compared to R$ 97 86 crore, an increase ol 
over 35 5 percent Depreciation and interest 
cost showed nominal increases of 3 16 per 
cent and 1 46 per cent, respectively The 
directors have recommended a dividend of 
57 5 per cent against 55 per cent last year 
The company ’ s export performance has been 
satisfactory Exports during the year under 
review sUHid at Rs 14(i crore, compared to 
Rs 106 crore in the previous year, an increase 
of 32 per cent 

The company has attributed its 
performance to improved operating 
efficiency resulting from modelnisatioii, 
expansion and improvement in quality A 
diversified company Indian Rayon manu¬ 
factures cement (both grey and white) rayon 
yarn flax yarn, carbon black and insulators 
The company occupies a strong position in 
each of these sectors, thanks both to its large 
c apacities and the relative absence of c ompe 
tition in some of them 
The cement division the largest contnhutor 
to the company s business, produced 1 68 
million tonnes ol cement, the htghcst 
achieved so far According to the comp.iny, 
production would have been higher but lor 
the perennial problems of poor qualit) of 
i-oal and erratic power supplies Increases 
in input costs, howcvei, were ol fsel by higher 
sales realisation The production and s.ile ol 
white cement increa.sed by 12 and 9 per cent, 
respectively, over the previous year 
While cement is used in the manufacture 
of paint and mosaic tiles and with the paint 
industry doing very well the market lor 
white cement has brightened The company 
IS planning to double its capacity f^rom 
1.50,000 mt to 300,000 ml per annum and 
emerge as the largest white cement producer 
tn the world The company’s grey cement 
plant IS also proposed to be expanded to be 
the largest m the country A split gnnding 
unit of I 2 mt capacity has bran set up at 
Solapur to take advantage of thc> sales tax 
concession tn Maharashtra, to which clinker 
from Gulbarga will be transported As a 
result the company will have to pay Rs 7 
per bag less in sales lax and there will be 
a 10 to 12 per cent reduction in cost, as trans¬ 
porting clinker is cheapei than transporting 
cement 

Thecompanyisoneofthemosteconomtcal 
producers of carbon black as it (kses wbste 
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gases to lie power thereby cutting 
power efio carbon black division 
performcA'iib production reaching an 
all-time (43,140 mt against 26.251 
mt in thdus year, an increase of 64 
per lenrcompany’s market share 
incre.iscc per cent from 19 per cent 
in the pf year 

The rtivision’s pcrlormancc was 
saiistactSptte two adverse develop¬ 
ments 'ivemment slapped an 8 per 
cent dutfccose filament rayon yam in 
the I 99 liudgei which immediately 
pushed ts and, second, the National 
Rayon fhich had been closed in 1993- 
94bccatratiynal again Thecombined 
effect owo was a slackening of both 
demantprices Rayon is the closest 
substit) cotton and with cotton 
producthng around 15 per cent below 
target, (d for rayon and viscose fibres 
went uics on the other hand did not 
show a ponding nse because of manu- 
facturnaciiv exceeding production by 
aroundX) tonnes Ihe division per- 
formctVith production of VFY filament 
yam log an all-time high of 13 217 mt 
Exportslcred an increase of over 260 
per ceinalling acceptance of the the 
compaproducts in the inter national 
market division is the tirsf and only 
VFY facturer in the country to have 
rcceivJ 9002 accreditation The group 
plans 'est Rs 200 crorc m the textiles 
divisn expand capacities tor various 
categOf yarn and fabrics and tor back 
ward iBiton projects i n worsted spinning 

T hcdi vision perfonned satisfactorily 
with iver growing by 29 per cent and 
expor 56 per tent t xports comprised 
56 ptW of the division’s turnover At 
the ft insulator plant the company 
maind satisfactory production levels 
dcsp/ivc-month long stnke. exporting 
one lof production 

Cotition IS cither negligible or non- 
exisie the field of argtin gas where the 
comjis a new entrant Argon is an inert 
gas i in hi-tcch applications and 
fabr»ns The supply of this gas in the 
dom market is limited due to the huge 
capifpenditure requirement and imports 
arc tgiblc because of the inflammable 
naiujthegas The year under review was 
the lliill yearof opcraiionof the company 
in tlfea The company produced argon 
usitie gases generated by the fertiliser 
plarf the group company. Indo-Gulf 
Feriirs. at Jagdishpur in UP 

Tompany has a senes of new projects 
on #. The sea-water magnesia plant by 
whilhc company plans to manufacture 
50(tpa high quality sintered magnesia 
frorfi water with technical know-how 


from Austria is likely to be commissioned 
by September 1996 at an estimated cost of 
Rs 275 t rorc Sea water magnesia is high 

punty magnesiauscdin manufactureofbncks 

for lining high temperature furnaces The 
product IS not manufactured in India,demand 
being met ihrough imports 'The management 
expects an addition lo turnover of Rs 100 
crore fol lowing the commissioning of the plant 
'The company plans to set up a second 
captive power plant ol 20 mv capacity at 
Rajashree Cement at Malkhcd at a cost of 
Rs 60 ciore Another power plant is being 
SCI up at the rayon division at Veraval at a 
capital cost of Rs 74 crorc Both these power 
units arc expected to be commissioned m 
December this year Veraval is also to be 
the site ol a 36,000 tpa caustic soda plant 
to be set up at a capital outlay of Rs 119 
crore with commercial production expect^ 
by March 1997 as a part of the company’s 
strategy ol achieving backward integration 
The company is considering setting up a 
4,000 ipa capacity libre glass plant at an 
estimatcdcapital outiayof Rs I09crorc The 
plant IS proposed to be located at Alwar in 
Rajasthan An application for allotment of 
land has been made and technical colla- 
boraiK'n aiTangcmenis are being finahsed 
The company has raised funds through 
convertible and non convertible debentures 
(Rs 338 1 rorc) .and global depository reccipU 
($125 million or Rs 392 crore) for its 
expansion programmes esumated to cost 
over Rs 1 000 crore The GDR issue was 
oversubsciibed by 13 times and enjoyed 
initially a piemium ol 13 per cent over the 
domestic piicc now it is quoted at about 3 
percent premium though in terms of issue price 
It IS quoted at a discount of 34 5 per cent 
Indo Gull Fertilisers and Chemicals 
Corporation Mangalore Refinery and 
Petrochemicals Rajashree Polyfil, the 
company s joint ventures, have performed 
satisfactorily and also have big expansion 
projects on hand 

The company is one of the co-promoters 
of BirlaT elccom and BirlaCommumcations 
The former in collaboration with the global 
telecom giant AT&T will bid lor basic 
telephone services and the latter in 
collaboration with AT&T and McCaw 
Cellular Communications will bid for the 
cellular mobile services 

E MERCK (INDIA) 

New Strategy 

Despite about 80 per cent of the company’s 
pharmaceutical products coming under drug 
price control E Merck (I). a 51 per cent 
subsidiary ol Merck, Germany, posted a 
gross profit of Rs f8 6 crore in the year 
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Indian Rayon 

h Merck (I) Ltd 

Nicholas 

Financial Indicatnis 

March 

March 

Dec 

Dec 

„ PIramal _ 
March March 


1995 

1994 

1994 

1993 

1995 

1994 

Incomc/appropnations 

1 Nel sales 

923836 

79275 

14955 

12047 

13516 

10611 

2 Value of pioduction 

94084 

80201 

15895 

11560 

11570 

11022 

1 Other Income 

6377 

3555 

381 

264 

508 

196 

4 Total mi (/me 

3 Raw matenals/slores 

100461 

83756 

16276 

11824 

14079 

11218 

and spares consumed 

12061 

25724 

8671 

6163 

5363 

4256 

6 Other niinulactunng expenses 

16463 

12996 

716 

585 

1240 

1034 

7 Remuneration to employees 

6341 

5768 

1949 

1632 

1494 

1250 

8 Other expenses 

18364 

16775 

2150 

1698 

2253 

1973 

9 Operalin/, p/i/fit 

27030 

22493 

2790 

1746 

3729 

2705 

10 Iniciest 

7042 

(i9l7 

619 

969 

252 

440 

tl Cirowp/i/fil 

203 38 

15797 

2149 

851 

3648 

2265 

13 l>precialion 

3980 

3858 

291 

29(1 

893 

524 

1 ^ Profit before Uu 

16333 

11914 

1629 

555 

2755 

1741 

14 Tax provision 

323S 

2820 

757 

90 

60 

50 

13 Profit after tax 

13098 

9114 

872 

465 

2695 

1691 

16 Dividends 

2215 

1449 

3 37 

236 

461 

282 

17 Retained profit 

Lubilitics/assets 

10883 

7665 

5 35 

229 

2234 

1409 

18 Paid up capital 

4467 

3099 

1686 

1696 

1739 

1519 

19 Reserves and surplus 

104169 

68954 

2344 

1808 

18357 

14383 

20 Umg term la.ms 

69679 

54081 

2731 

2187 

3816 

4113 

21 Short term loans 

22 Of which h.ink 

937 

778 

KXK) 

1000 

3790 

2810 

borrowings 

136 

0 

1816 

1076 

2883 

2759 

23 Gross fixed assets 

24 Accumiililcd 

130335 

90151 

55/0 

5302 

15376 

I0I96 

depreciauon 

39147 

15320 

1718 

1454 

2949 

2093 

23 Inventones 

19799 

16280 

4136 

2406 

’938 

2585 

26 fnial asscts/liabihties 

Miscellaneous items 

202238 

143015 

10679 

8808 

30597 

25533 

27 Fxcisc duty 

14971 

11571 

205 

100 

2073 

0 

28 Gross value added 

29 Total foreign 

28653 

26202 

4385 

3467 

5340 

3991 

exchiingc income 

30 Toed foreign 

14019 

10685 

738 

472 

917 

323 

exchange outgo 

16939 

8115 

2«)2 

1339 

799 

402 

Key flnancial and performance ratios 
31 Turnover ratio 




% 



(sales to tot,il assets) (%) 

45 9 

55 8 

140 0 

136 8 

44 2 

41 6 

32 Sales 10 total net assets (4() 

33 Gross value added to 

51 8 

62 5 

192 7 

180 3 

48 8 

46 5 

gross fixed assets {%) 

22 0 

29 1 

78 7 

65 4 

317 

39 1 

34 Return on investment 







(gross profit 
to total assets) (9t) 

10 t 

II 1 

20 1 

97 

II 9 

89 

33 Gross protit to saJts 







(gross margin) ('X) 

21 9 

19 9 

144 

7 1 

27 0 

21 3 

36 Opeiaungproritlosales(%) 

37 Profit before lax lo sales (%) 

29 1 

28 4 

187 

14 5 

27 6 

25 5 

176 

IS 1 

10 9 

46 

20 4 

164 

38 Tax provision to 







profit before l<ix (%) 

19 Prohlaflerlaxtonef worth 

19 9 

23 6 

46 5 

16 2 

22 

29 

(return on equity) (3?) 

12 1 

126 

21 6 

133 

134 

106 

40 Dividend ('*-) 

57 5 

55 0 

2 0 

150 

30 0 

22 5 

41 taming per share (Rs) 

29 12 

29 41 

5 17 

2 76 

15 50 

II 13 

42 Bookvaluepcrshare (Rs) 

43 P/traiio(basedonlaiest ind 

24120 

232 50 

21 90 

20 72 

115 56 

104 69 

corresponding last 
year s pnee) 

157 

21 8 

34 8 

65 1 

17 1 

52 1 

44 f'lebt equity rauo 







(adjusted for 
revaluation) (%) 

64 1 

75 1 

67 8 

62 6 

19 0 

25 9 

43 Short term bank borrowings 
to inventories (%) 

46 Sundry creditors to 

0 8 

00 

439 

44 7 

98 1 

1067 

sundry debtors (%) 

47 Total remuneration 

80 5 

57 9 

84 5 

68 8 

46 3 

45 2 

to employees 

to gross value added (%) 

22 8 

2^0 

44 4 

47 1 

28 0 

11 3 

48 Total rcniuncralion to emplovees 







to value of production (%) 

7 0 

72 

12 3 

14 1 

II 0 

113 

49 Cross tixcd is sets 







formation (H ) 

44 6 

178 

5 1 


50 8 

31 6 

SO Growthmmvenioncs('X) 

21 6 

190 

71 9 

- 

137 

23 9 


ended December 1994 against Rs 4 7 crore 
achieved in 1993 It has been a remaricable 
turnaround lor the company This is so even 
after adjusting foi non-rccuinng income of 
Rs S 30 crorc earned Irom the sale ol its 
chloroquinine phosphate plant to BDH 
Phamaceulic ils along with the disposing 
Its holding in the latter company 

The company s net profit jumped from Rs 
4 66 crorc to Rs 8 72 crorc, notwithstanding 
a surge in the tax provision from Rs 90 lakh 
to Rs 7 37 crore and a provision of Rs 2 29 
crorc loi the voluntary retirement scheme 
(the total cost hung Rs 3 49 crore for 146 
employees which has brought down the 
number ot employees trom 2 098 in 1992 
10 I 848 111 1994) 

Apart from improved sales better 
realisations price increases and treasury 
operations the company attempted a major 
shift in Its str iicgy There was a fall in 
intercstcosl lromRs9 7cioretoRs6 2crore 
in 1993 94 thanks to better working capital 
management according to R L Shenoy, 
director (lirance) This was a direct result 
of both better c ish flow and reduced leliance 
on extcinal lunds 

In Its eagerness to increase sales at any 
cost, the company had in 1992 flooded the 
market with produc ts paying scant attention 
to demand fhc market was not ready to 
accept this ind the company had to face a 
loss with liquidity being a casualty The 
company his changed its strategy with 
emphasis now being on demand generation 
The thrust has shilled to better sales 
management md liquidity The company 
claims tint it has received help in the form 
of finance and technical know how Irom 
lime to lime liom its parent companies, 
Chemitra k Pmcdi i ol Germany and Merck 
AG of Switzerland 

Mcrck(I) has diversified interests in 
pharmaceuticals bulk drugs, reagents, 
diagnostics and pigments Hansgeorg Brotz, 
managing director has reason to be happy 
with the company’s perfoimance All the 
company s divisions have posted profits 
lor 1994, this being the first time when 
they have done so after the company’s 
inception in India in mid-1981 as a public 
limited company The company s two key 
products namely Vitamin E and Envion, 
are subject to price control, while Cosome, 
a cough syrup has come out of pnee control 
and the maik-up on another product, 
bmqum has been raised Envion, the 
company’s largest selling drug, accounts 
tor 85 per cent of the market m that category, 
with Polybion and Ncurobiown following 
a long way behind Of the sales income of 
Rs 131 6 crore in 1994 (Rs 121 5 crore in 
1993) pharmaceutical products accounted 
for 70 5 per cent against 72 6 per tent in 
the previous year The sales income of the 
pharma division has gone up by 21 3 per 
cent, agaihst 18 S per cent for reagents, 
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61 5 per cent for diagnostics antj 52.2 per 

cent lor pigments 

file (.ompany has been phasing out non- 
protitablc items in order to remain 
compelitis e In order to rationalise operations 
the company^ sold its plant at Indore which 
manulai lured chloroi)Uine phosphate to BDH 
Phai ma 1 his was mainly due to ihcdct icast 
in olltakcol (luaia/ulunc in the international 
inaikei The t ompany has decided to concen 
tiatc in luiiirc on diugs that are not in the 
ambit ot price control 

The company plans to import liquid 
handling equipment ind micro wave 
digcsteis lor sample prepaiations etc trom 
toicign supplieis It also plans to maiket the 
products ot Its parent company h Merck 
Brotrol (a french company) Behrcng (an 
atliliate ot Hocchst) and Sysa in di.tgnostic 
products like kits instruments and solutions 
1 he company also has an advantage in the 
mici basc'd pearl lustre pigments that arc 
widely used in cosmetics automobiles paper, 
plastics textiles and printing inks lor gold 
or silver el lids 

The CKpoii peilormance ol the company 
has impiovcd osci ihe yetrs f-sports in 
1094 wore Rs 7 09 croie as .cgaiiot Rs 4 46 
irore in the previous year The company 
entered new maiketsml aslAliic incouiiliies 
and Burma irid increased ns tin noser in Sri 
I inka and the ( IS countiies In Sri Lanka 
Ihe company intends to make ivailable a lull 
range ot laboratory chemicals md 
disinlecianls .is >lso Miainin lormulations 
Irom Its Ooa pi mt 

NirnOI AS PIRAMAI 

Venturing Out 

Nicholas Piiainal India headed by A|av 
f’lnmil with interests m pharmaceutic ds 
buikdrugs toiletries and glass products his 
iccoidedanimprcssivepertorin.incein 1W4 
OS The company notched up sales ol R> 
ns 16 ciore, up by 27 per cent over Rs 
i()6 11 crore posted m the previous year, an 
important reason being Ihe new drug price 
control order in January this year which has 
improved the company s ratio ol dccon 
trolled to controlled products to 57 41 Irom 
the earlier 49 S1 Ihe increase m sales was 
also due lothelaclthattwool thecompany s 
ongoing piojects, the glass division s project 
lor 18 tonnes pet day ol borosilicatc glass 
<uid the Filhampurphai inaceutic.ils unit, went 
on lull stream during the year 

Depreciation charges were up by 70 per 
cent as compared to the previous year, but 
this increase was nullified to a certain extent 
by a tall in the interest costs which came 
down by 42 |x:r cent trom Rs 4 40 crore m 
1993-94 to Rs 2 52 crore Provision for 
taxation increased by just 20 percent Income 
rose by 25 per cent lor Ihe period under 
review, mainly because of the returns from 


investments in shares, govenunent securities 
and mutual funds Gross profit rose by 61 
per cent to Rs 36 48 crore from Rs 22 65 
crore in the previous year, while net profit 
lumped to Rs 26 95 ciore - an increase of 
59 per c enl - from Rs 16 91 crore Enthused 
by the buoyant peitormancc, Ihe board ol 
directors has recommended an increased 
dividend of Rs i pei shaie lor the year as 
against Rs 2 25 per shaic paid last year 

The company fared extremely well on the 
export front so much so that it has idenlitied 
export as a thrust area and expects a further 
increase in export earnings in the current 
year Export earnings rose from a modest 
Rs 3 23 crore in 1991 94 to a whopping Rs 
9 17crorcin 1994 95 sigmtyrng an increase 
ol 183 per cent Imports went up from Rs 
3 b4 crore to Rs 7 52 crore, an increase ol 
106 per tent 

The company s picijcct tor lootcare 
products, tor which Piramal Enterprises had 
entered into a loini venture agreement with 
SchollP(’l olthcUK IS now fully tunclional 
and his started the maiiutacluic o( Scholl 
piodiicts File execution ol the 75 tpd soda 
limi amber bottle plant project has also 
commenced and the plant is expected to be 
lullv on stream in ihe coming year 

I hi lompany has ambitious plans lo 
cat r to the giowuig market in genents an 
ii'pinsion plan for the manufacturing 
Idciliiies .It Pilhampui has been diawn up 


The expanded capaciry wotHST also ficTirthc 
comp.iny meet the demand of Us joint venture 
with Alleigan ot the US tor a range ol 
ophthalmic products The expansion plan 
envisages an investment of Rs 30 crore and 
would enhance the company’s capacity in 
injections ophthalmic s, tablets, etc by over 
lOOperccni 1 lie company sought to finance 
the expansion by privately placing 30 30 
lakh cquilv shaies with Fils, but the 
management was not able to utilise the funds 
garnered loi any specilic project and these 
funds found their way into the securities 
market oi into shoii term lending in Ihe 
inter corpoiate deposit market us a result of 
which mvesimenis impiovcd dramatically 
Irom a mcic Rs 9/ lakh to Rs 27 crore 
Apprec laiing the urgency lor consci vaiion 
and reduciioii iii energy costs at all levels, 
the conipmv Ins commissioned a 2 mw 
wind tuibinc pciwc generation project at 
Okhamandi m (lU)arit Tlic company also 
has pi ins to venture outside the country It 
has signed two I lenioi indaot understanding 
to set up iTi I'luf ai till rug lacihties m Botswana 
andVietniiii llu lust mover advantage’ 
seems to be the i itionale lor setting up a unit 
in Vietnam while a well developed infra¬ 
structure SI ibic government and relatively 
low cost ol living h ivc led to the choice ol 
Bolsw m I A joini \cniiire agicement has 
also been cnlciLil niio with SATT.LEL’ ol 
1 lanct toi (li 111 il c lie products 
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Production: Usc>Bascd 

Weights 

Feb 

Feb ' 

Apr-Peb 

Apr-Feb 

993-94 

1992-93 

1991-92 

1990-91 

1989-90 

Classification 


1995 

1994 

1994-93 

1993-94 






(1980 8lsl00) 











Basil industnes 

394 18 

276 1 

232 3 

238 4 

249 0 

2310 

2325 

’226 9 

213 1 

1994 



(9 3) 

(4 4) 

(3 8) 

(8 6) 

(7 8) 

(2 6) 

(6 5) 

(69) 

(54) 

Capital goods industnes 

164 27 

323 3 

271 I 

300 1 

244 9 

233 5 

266 4 

267 2 

2917 

2514 



(19 3) 

(4 4) 

(22 5) 

(-3 9) 

(4 8) 

(-0 3) 

(-8 4) 

(160) 

(21 7) 

Intermediaie goods industnes 

203 07 

211 9 

207 4 

211 1 

202 8 

203 7 

182 6 

173 2 

176 9 

168 8 



(2 2) 

(172) 

(4 1) 

(119) 

(115) 

(3 4) 

(-2 1) 

(4 8) 

(4 2) 

Consumer goods industnes 

236 48 

241 1 

2215 

2132 

199 2 

201 8 

194 3 

190 8 

189 0 

177 0 



(8 8) 

(2 3) 

(8 0) 

(4 2) 

(3 9) 

(1 8) 

(10) 

(6 8) 

(6 3) 

Consumer durables 

23 SO 

428 2 

406 0 

396 7 

338 3 

366 8 

3178 

320 6 

359 7 

325 0 



(5 3) 

(200) 

(107) 

(14 7) 

(154) 

(-0 9) 

( 109) 

(107) 

(2 4) 

Consumer non durables 

210 98 

218 3 

1992 

193 3 

179 9 

181 8 

179 4 

175 1 

168 3 

159 1 



(9 7) 

(-1 1) 

(7 4) 

(2 0) 

(1 3) 

(2 3) 

(4 0) 

(3 8) 

(7 6) 

Groupwise Index Numbers 











of Industrial Production 











20 21 Food products 

33 27 

278 3 

231 8 

167 3 

133 3 

1609 

173 3 

178 0 

169 8 

130 9 



(20 1) 

t-3 4) 

(7 9) 

( 7 8) 

(-8 2) 

( 1 3) 

(4 8) 

(12 5) 

(16) 

22 Beverages tobacco and 

1371 

1339 

163 3 

1264 

131 0 

137 8 

1137 

107 3 

1048 

103 0 

tobacco products 


(-18 0) 

(24 1) 

(-3 5) 

(17 3) 

(212) 

(60) 

(24) 

(1 7) 

(11 8) 

23 Conon lexliles 

123 09 

155 8 

153 6 

133 4 

159 1 

139 1 

150 1 

139 0 

126 6 

1123 



(0 1) 

(0 3) 

(-2 3) 

(6 9) 

(60) 

(8 0) 

(9 8) 

(127) 

(4 2) 

23 Jute hemp and mesia textiles 

19 99 

94 2 

97 4 

89 7 

103 2 

103 2 

87 0 

90 8 

101 6 

97 4 



( 3 3) 

(7 7) 

( 13 1) 

(192) 

(186) 

(-4 2) 

(-10 6) 

(4 3) 

(-4 4) 

26 Textile products (inci weanng 

8 17 

77 3 

77 7 

78 8 

72 8 

73 4 

73 8 

97 2 

103 2 

131 7 

apparel other than footwear) 


( 0 3) 

(9 1) 

(8 2) 

(-4 6) 

( 3 2) 

(-220) 

( 3 8) 

-32 0) 

(130) 

27 Wood and wood products 

4 48 

202 7 

204 1 

201 9 

198 6 

198 7 

190 5 

185 0 

197 2 

176 0 

furniture and fixtures 


(-07) 

(-8 1) 

(17) 

(3 2) 

(4 3) 

(3 0) 

(-6 2) 

(120) 

(2 5) 

28 Paper and papci products and 











printing publishing and 

32 33 

239 2 

229 3 

233 7 

223 8 

224 8 

2109 

203 0 

198 0 

181 3 

allied industnes 


(129) 

(116) 

(13 4) 

(6 3) 

(6 6) 

(3 9) 

(2 3) 

(9 1) 

(6 0) 

29 Leather leather and fur 

4 89 

229 3 

194 8 

214 3 

202 2 

201 2 

187 7 

181 3 

194 3 

188 3 

products (except repair) 


(177) 

( 69) 

(6 0) 

(8 9) 

(7 2) 

(3 3) 

(-6 7) 

(3 2) 

(6 2) 

30 Rubber plastic petroleum and 

40 00 

182 1 

180 0 

183 6 

174 3 

1764 

174 6 

172 0 

174 0 

173 5 

coal products 


(12) 

(6 2) 

(3 3) 

(0 7) 

(1 0) 

(1 3) 

(-1 1) 

(0 3) 

(3 1) 

31 Chemicals and chemical 











products except petroleum 

123 13 

326 2 

301 4 

326 2 

296 8 

298 1 

276 9 

261 2 

234 1 

247 6 

and coal products 


(8 2) 

(8 5) 

(9 9) 

(8 2) 

(7 6) 

(6 0) 

(2 8) 

(2 6) 

(4 6) 

32 Non inetalltc mineral products 

29 99 

240 3 

233 7 

229 8 

2148 

217 8 

209 0 

203 2 

193 1 

189 9 



(2 8) 

(13 2) 

(7 0) 

(4 8) 

(4 2) 

(19) 

(6 3) 

(1 7) 

(2 9) 

33 Basic metal and alloy indusuics 

98 02 

196 2 

183 0 

189 1 

203 0 

203 7 

168 3 

167 8 

158 8 

143 7 



(7 2) 

(90) 

( 6 8) 

(220) 

(20 9) 

(0 4) 

(3 7) 

(105) 

(-0 8) 

34 Metal products and parts 











except machinery and 

22 88 

163 1 

129 0 

150 5 

125 3 

126 2 

124 6 

133 1 

143 1 

142 6 

transport equipment 


(264) 

(7 6) 

(19 9) 

(10) 

(1 3) 

( 64) 

(-7 0) 

(04) 

(6 8) 

33 Machinery machine tools 











and ports except electneal 

62 40 

222 3 

184 3 

193 4 

184 6 

188 8 

181 3 

183 3 

186 9 

1719 

machinery 


(206) 

(12) 

(4 8) 

(3 9) 

(4 1) 

(-1 1) 

( 19) 

(8 7) 

(6 7) 

36 Elcctncol machinery apparatus 

57 79 

603 8 

3144 

560 1 

435 6 

432 6 

484 0 

493 7 

363 6 

459 2 

and appliances 


(174) 

(12 9) 

(28 6) 

(-3 6) 

(-6 3) 

(-2 0) 

(-12 4) 

(22 7) 

(319) 

37 Transport equipment and parts 

63 86 

246 4 

231 3 

233 9 

204 1 

211 0 

200 6 

191 1 

192 3 

181 1 



(64) 

(II 0) 

(14 6) 

(3 2) 

(5 2) 

(3 0) 

(-0 7) 

(6 3) 

(5 0) 

38 Other manufactunng industnes 

9 03 

284 6 

241 7 

257 7 

266 0 

267 1 

281 3 

269 9 

’321 8 

333 2 



(17 7) 

(-16 2) 

(-3 1) 

(-2 6) 

(-3 0) 

(4 2) 

(-16 1) 

(-3 4) 

(90) 

Automobile Industries Weight 

May 93 


Vanalion Over Cumulabve for Fiscal Year So Far 

Full Fiscal Year 



Month Year 

1993 96 

1994 93 

1994 95 

1993 94 

Commercial vehicles 1 37 

. 18708 

1873 (II 1) 4176 

(28 7) 

35543 (31 0) 

27130 (87 6) 194999 (37 9) 

141436 (100) 

Medium and heavy 











commercial vehicles 

8833 

770 (-4 8) 1963 

(28 3) 

16940 (29 5) 

13082(137 3) 102002 (34 6) 

65975(-13 2) 

Light commercial vehicles 

9853 

1103 (261) 2211 

(28 9) 

18603 (324) 

14048 

(57 0) 

92997 (23 2) 

75461 

(43 7) 

Cars 014 

27267 

12398 (85 9) 8273 

(43 6) 

41936 (15 9) 

36173 

(22 7) 264007 (25 9) 

209695 

(28 6) 

Jeeps 0 29 

3040 

1134 (290) 828 

(19 7) 

8946 (15 9) 

7718 

(51 3) 

49371 (-1 1) 

49896 

(27 0) 

All two wheelers 0 38 

201699 

4746 

(24) 36312 

(22 0) 398652 (25 3)317601 

(24 7)2195609 (23 0) 

1736155 

(17 0) 

Motorcycles 018 

65332 

3548 

(5 7) 16621 

(34 1) 127116 (41 2) 

90037 

(37 0) 647523 (40 2) 

461955 

(21 8) 

Three wheelers 0 03 

12343 

2081 (199) 3473 

(38 3) 

23003 (23 6) 

18610 

(79 1) 127332 (39 2) 

91608 

(40 6) 


Nnui (i) Superscnpt numeral denotes month ta which figum relates e g. superscript * stands for Apnl (ii) Figures in brackets are percentage vanaiions 


over the period specified or over the comparable period of the previous year 
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American Civilisation-Mongers 

GPD 

Ri^htfrom the daw of Dulles and McCa/th), Ann tuan discourse on 
foreign polu y has been dominated hv a de^iei of self-iigliteousness and 
a certain i onteniptfor others /he ret ent pronoum ements of Senator 
Jesse Helms than man of the foreign relations committee oj the US 
Congress, on India and ( hina < ontiniie this tradition 


WFhdvciicVLi belli 1(1 ihi IIS Sowctould 
be easily (orgiven it we did not quite 
iindi-istind or ipiiieiialc the w.ty people 
especidlly poliiicuns (here spe.ik Not so 
long ago (he then secietaiv ol slate had 
thundered that it w is the US iiioie th in any 
othei power or set ot reasons that had bt.eii 
res|X)nsible lor the (all ot soeialisin and 
the Soviet Union It is not lelevant il hi was 
right Ol wrong What is iclevant is that no 
statesman lioni iny ol the othci idvaiiied 
lapitalist states would have actually made 
a statement ot that kind One cannot imagine 
a hrench or a (iciman lortign minister 
actually making that kind ot statement even 
it either frame or Germany had been 
rcsiKinsihle lor the political laithquake in 
eastern f iiropc Baker however was not 
constiained by diplomatic nii eties lie went 
ahead ind elaiineci credit loi his country 
larlicr Reagan had described the Soviet 
Unionas evilempire Obviously Ameiic in 
statesmen do not set muc h stoi e by di plomal it 
understatement I heic must he something in 
that culture which encourages a certain 
brashness in public statements II you are 
an Atnenean you can get away with a lot 
That must be the reigning logic on the b inks 
of-the Potomac 1 hat was [hm haps the reason 
why the Washington Post h.id editorially 
pronounced in 19Sd that Deng Xiaoping had 
gone senile We had relcricd to that inlamous 
editorial in these columns not so long ago 
We have not seen Waslnngion Post lately 
but It would not be surpiising il it lound 
almost the entiie Chinese leadciship senile 
because ol the tough statements thtt Inve 
emanated Ironi Beqing on the question ot 
the American visa to l^el eng bin president 
ot Republic ol China on Taiwan 
In any event the Ameiican discourse on 
loieign policy right Irom the days ol Dulles 
und McCarthy has been dominated by i 
degree ol sell iigliteotisness and i ceitain 
contempt tor others This is not to say that 
others, especially the Europeans, do not 
share the US s views TTicy probably do 
What distinguishes the Amencaii discourse 
from Its European co*in'crpart is that 
American politic lans and st itesmen at tually 
use language which is manilestly arrog.int 


In keeping w ith this tradition senator Jesst 
Ui^ms i h mill 111 ot the toreign relations 
commitlu ol the IIS Congress has comi 
out with vit inollier American gein 
He Ini % Ills di tended India s rationalctoi 
ni untaninir its niiileai weapons option 
We h.ivi nisti really Itilly understood tlic 
mcaiiint’ ot nnintaining the nuclcai option 
Being mil k ii is like being i virgin Either 
vou ir’ I niiik ir power or you arc not It 
does not m ikt much sense to maintain in 
option Nobodv is impressed by it At anv 
laie It mikes little politic.il or power sense 
Now that Sen iior Helms has defended Indi i 
III untaining ihe nucleartiption it might be 
elilliitilt to persuade our elite that there is 
lie) sue h thing is a nuclear option Fo maintain 
I nuclcaroptioiiiscllc'ctivclytobcnon nucleu 
Fheinte ii siingihing about Senator Helms 
position howe ver, is his juxtaposing the 
Indian posiiion with China s nude ir 
i ipibilitiis On the face ol it Ins position 
that Indi) will want to keep its nuclear option 
aslongasii his tnucle.irpowei ic Chnii 
as Its neiglibo.il is not entirely unconvincing 
What IS wrong ibout the proposition is that 
Senator llclnis docs not take Ins logic to its 
nd II iui(.lc ir China is a tliieat to India 
IS Si intor Helms obviously seems to think 
he then has to support India’s bomb This 
would be even more necessaiy m view ot 
his liavine told Bena/ir Bhutto c.itcgoiically 
y ou do w hen 1 he latter denied that Pakistan 
h.id a nude ir programme But Helms docs 
not support India’s bomb He merely 
supports liJii maint.nning the option ol 
nuclear viiginity He is merely interested 
111 enctmi ic, ue some anti China rhctoiie m 
India I ton nothing else then on the question 
ol Chinas nuclcai weapons build-up 
Incidentally China has been a nuclear 
weapons powci tor the last three decades 
Our so c illid option is equally old To talk 
nowottheC hmcsenuclearbuild tipisindeed 
Hogging a dead horse Helms might be 
brusque in his langu.igc, but he is nobody s 
lool He IS doing It for a purpose Ittsapnrt 
ol the cold war against China Whatever 
view we mignt take ot the nuclear build up 
by Chim let us hope we are not persuaded 
by Senator Helms to think othervvise, just 


heuiuse he happens to he “for the unity and 
integrity ol India” and against India’s 
balkanisauon” 

lo return in the theme of Ainencan 
discourse Senator Helms made a statement 
that IS extraordinary to put it mildly He 
e inic out with a formulation which would 
put more than a century of solid American 
schol.ii ship on China to shame He came out 
with the tormulation that 'China is barbaric” 
I nlortuiiatcly he againjiixtaposed his assess 
ment ot China with that of India ‘India is 
i n ilion of well-intentioned people’, said 
Senator Helms Two nationv have been 
msiilicd in one go India is not civilised in 
Helms view It is only a nation ol well 
mtentioiied people Chini is positively 
barbaric Twoancicntcivihsitionshavcbcen 
brushed aside in just two sentences It * ikes 
somecouragetodcscribeC hiiiaas kirbaiic’ 
It IS time somebody looked after the 
education ot Amerii,in Senators 
I r.inceh.isonlyrci ently cxplixled a nuclcai 
weapon One is icasoniblv ccitain that 
Scti.itor Helms would not describe Prance 
as baib.iiic Ihe post modern world is the 
woildotluro American domm.ince In that 
woild C hina can only he baibaiic and India 
i an at best be a nation ol well intcntioned 
people What IS ania/ing about Ihe whole 
business ts that the chairm.tn ot the US 
loieigii relations committee can make such 
irresponsible iiid nearly lacist statements 
What does Helms know of civilisation a 
man in a Beijing street can legitimately ask 
Yet there is a small and a totally unintended 
point about Helms statement It might 
icniind the Chinese and the Indians of what 
the advanccdcapitalist (in other words, white, 
as some might legitimately point out) world 
thinks of them No small mercy in our times, 
except that there are few in New Delhi to 
take umbrage at (his patronising by Senator 
Helms 'The Chinese arc already very angry 
with the Americans anyway and they will 
react to this m some manner at some time 
Western concern with Chinese barbarism’ 
IS moie than ,i century old, however Engels 
has pkiccd the coloni.il outlook in its proper 
context Inhiswnlingson ‘PersiaandChina’, 
he showed his contemporary ‘avataras’ of 
Helms their place when he said that 
‘’civilisation-.nongcrs who throw hot shells 
on a defenceless city and add rape to murder 
may call the system cowardly, barbarous, 
atrocious but what matters it to the Chinese 
if It be but successful 
Thg term civilisation-mongers still rings 
true Senator Helms has ensured It Amencan 
civilisation-mongers like Senator Helms do 
not read Engels One does not know if they 
have even heard of him All the same. Helms 
has proved Engels right without knowing it 
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Ethics, Archaeolog}^, and World 
Archaeological Congress 

Nandini Rao 

Indian archaeologists have largely difiied the influence of socio- 
politual contexts on academics But his has not prevented some from 
(mis)using archaeological evidence with catastrophic results No 
discussion on the issue was permitteoat the World Archaeological 
Congress (WAC) in New Delhi in December last year, so that eight 
years after it was formed, the WAC cimpromised and suppressed free 
debate on a vital matter 


THE recognition in the west that atddemits 
IS intluenccd by its socio political context 
led to the demand for reflexive archaeology 
and to the foiniation in 1986, by the 
politically aware ot the World 
Archaeological Congress (WAC) WAC 
explicitly recognises the socio political 
context ol archaeological practice, and 
archaeology s political social a/ic/academic 
responsibilities IhcCongress which meets 
every four years met in New Delhi in 
December 1994 

Indian archaeologists have largely dented 
the influence of socio political contexts on 
ac.idemics But this has not prevented some 
liom (tnis)using archaeological evidence 
with catastrophic tcsulls No discussion on 
the issue was permitted at the Congress so 
that eight years after it was formed the W AC 
compromised and suppressed tree debate on 
a vital matter 

Tins essay outlines the genesis ol WAC 
and the leasons it was formed betore 
analysing the Indian context of the third 
meeting -of the Congress It also examines 
the response of (Indian and Western) 
archaeologists at WAC to the protest against 
the abuse of aichaeology and calls tor a 
reflection on whether WAC has achieved its 
objective ol becoming a relevant world 
organisation 

GENFSIS cm TllL WORl D ARCIIAI OLCXiICAI 
Congress (WAC) 

It IS often assumed that archaeology is, or 
should aspire to be the value-free 
investigation and reconstruction of past 
societies Hits has meant that an awareness 
of Its political nature did not emerge until 
recently Through the 1970s and 1980s, the 
contnbutions of Roland Barthes, Michel 
Foucault Edward Said and others influenced 
archaeology in Europe especially, but also 
the US With this came the demand for 
reflexive academics apd the recognition/ 
admission that the past is leconstructed as 
a strategic reflection of the present The 
question of whether it ought to remain an 
unthinking acceptance of the status quo or 


lecome a critical/emancipatory practice 
legan to be asked increasingly A significant 
ntmbcr still argue, however, that archaeology 
(md all academics) is value free Others 
dsagree maintaining that this is neither 
pissibic, nor perhaps a desirable goal and 
sich concepts as ‘power’, ‘ideology’ and 
pnxis ‘derived from Marxist, Critical 
Tieoictical and other Social Scientific 
thpking, embodie[d] a change both 
suistantive and effecting the constitutive 
prniises for the piarticc of archaeology” 
[PatapandRdO 1986 4] Miller’s Arr/iaeo 
lo)) anJDeselopmt ni( 1980) and I,angford s 
Oir Heritage Your Playground (1983) 
regaled the inherently political nature of 
anhacological practice and this was 
unlerscorcd by WAC-1 and the 
deelopmcnts preceding it 
hAiademic f'reedomandApariheid,PetCT 
Ucto (1987) explains how and why the 
WaC came into being From the moribund 
(atleast from the perspective'of the non- 
Euqpean world) and Eurocentric Inter 
naiftnal Union of Pre and Proto-historic 
Scflpces (lUPPS) set up in 1931 to WAC 
in t86, archaeology had come a long way 
Unil 1986, the lUPPS was ‘‘the only 
insitution with an international responsibility 
fortrchaeology” [Champion and Shennan 
19i( 109] but part of the problem lay in the 
fac that in the case of the lUPPS at least 
‘insmational really meant issues that 
minested European This was evident in 
thc£acts that the meetings held every four 
yciS were only once ever held outside 
Eudpc and the sessions at the meetings 
wek “organised around European 
pcifEptions of archaeology” and what 
Eui^*^ archaeologists considered to be of 
tntd^t[ibid 110) Therewasalsoashocking 
lacllof understanding of archaeological 
issiJs in the rest of the world (including the 
Am ncas) and sessions on the Iron Age of 
Am nca continued to be held although no 
sue age had been known to exist' There 
wa4ncertainty in non-European countnes 
as tdhe structure of the lUPPS and few non- 
Eurjjiean archaeologists attended either the 


congresses or the smaller meetings organised 
between The lUPPS had obviously “failed 
to adjust to the changing nature of the world 
and ot archaeology in particular” [ibid 109] 
Ucko, who had the task of organising the 
1986 lUPPS Congress (later the WAC) 
wanted to ensure that as many countnes as 
possible were represented at the Congress 
He was concerned that the lUPPS was 
undemocratic, that few knew how it 
functioned or how it was organised * 
Furthermore, to Ucko, third and fourth world 
participation at the Congress was crucial He 
also wanted it to be a senous academic 
congress and hoped to create an organisation 
through which ’a secure future for world 
archaeology" could be established, and 
“make its contribution to the recognition of 
the unique variety ol human cultures, past 
and present’ [Ucko 1987 “5] Students were 
encouraged to participate as were those 
involved in reconstructing/working with the 
past but who had previously not neces 
sanly been recognised as archaeologists 
[ibid 25-26] It was evident that the 1986 
Congress woud be a path breaker 
In the years immediately before and after 
WAC 1, archaeologists in Europe and the 
US were questioning much of what the 
discipline was predicated on However, 
developments in the rest of the world 
continued largely to be ignored Volumes 
analysing and tracing theoretical develop 
ments and disciplinary change ignored those 
occurring in the south ^ A disciplinary ’lag’ 
was soon evident too, as turgid texts on 
theoictical archaeology became common in 
western Europe and the US, while in India, 
the data heavy descriptions ol carefully and 
scientifically' excavated material continued 
to be regarded as crucial even the ‘real 
stuff Here post processual, feminist and 
critical archaeology viewed with suspicion 
as distant theoretical rumblings, are 
considered by most to have little to do with 
what constitutes ‘real’ archaeology The ‘lag’ 
became more pronounced as scholars in the 
west increasingly accepted that the socio¬ 
political context ot archaeological practice 
influenced the discipline' Indian 
archaeologists by and large, do not accept 
this, continuing to view archaeology - 
especially archaeology which incorporates 
the use of scientific techniques as being 
above and incorruptible by socio politics 
Against this background, British 
arehaeologist Steve Shennan’s seconding of 
the amendment leading to the motion at the 
meeting of the Pan African Association on 
Prehistory and Related Studies (in Jos in 
1983), banning contact with South Africa 
was bound to have far-reaching 
consequences An immediate fall out was 
that South Africa and Namibia were banned 
from the 1986 Congress and the 
reverberations of this ban soon began to 
resound Differences in perspecti ve between 
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idiolanf came sharply into focus and the only had the WAC swce^ kahtpsVt4 hJ 

growing concern of some among them over world event it also re-cfirected the colirse /archaeology and art;haeologfca} evlo^ce * 

the refusal of others to see the obvious of archaeology, irrevocably, into a hew / In the post-colonial context, when Indian 

linkages between atadcmits and sotio direction' (Hubert in Ucko 1987 164] The / identity (reduced and denigrated in the 

politics was reflected in ihc publishing ol statement suctmctly encapsulates the 1 encounter with colonialism and panition) 

Arthaeoloq\ mu/ Foliiu\, the lilth volume signilic nice of WAC 1 / vsas sought to be re-created, tradition and 

of the An haeologual Renew from . A < i iiv wi WAf t I eontinuity were emphasised and Indian 

Cumbndge The volume was amongst the y)) a j - culture was proclaimed to be unsullied by 

first tew to overtly acknowledge the In 1086 when WAC 1 was held, mosj external’(especially Islamic and colonial) 

inhciently political naiuic ol archaeology Indian irchaeologists claimed they werct umtact A Hindu resurgence and the creation 

and revealed the ways m which the modern agiinst apaiilieid but not against Soullf of Muslim Pakistan directed in some ways 
nation states and the bourgeoisie used African archaeologists’and maintained thJ the course ol Indian identity-formation 

history and archaeology to oppicss groups archacologv md apartheid belonged ii towards the manipulation of symbols from 

maintain Ihc c/uo and create myths to mutually eschisive domains the lormer ij i pre-Muslim’ past Archaeologists and 
legitimise their ideologies and actions academics uul the latter in politics -thcoii historians contributed in no small measure 

.Shcniian made the WAC rellect in action being an objective’ and ‘scientific’ stuc| luthe re cieation of the post colonial Indian 

[Ucko 1987 17 18 51 54) what had until ol the past and the other, the conecin j identity Archaeologybecamecentredlargely 

then been merely an import.int conccin’.by a bunch ol disreputable and corrufl around the excavation of pre-Mughal and 

seconding the .imcndment leading to the people ' Any acknowledgement i pie Muslim eras(ie,pre eleventh century 
motion, he ensured th.it archaeologists saw discussion ol the lelationship betwcii AD) with an emphasis on the Guptan age 

lherelalionbctweenarctiaeologyand|xilitics politics .ind archaeology remains tabooii tbcwcen the touith and sixth centuries AD, 

and that archaeology uai in fact piactiscd India and Kossinna s dabblings in his Aryii seeiiastheperiodwhenHinduismwaslirmly 

within a political context revealing its social theories have in common understandiic established) ’ Importance was also given to 

responsibility beyond its essentially become i/u symbol of aichaeologial locating on le/royirmn events and places 

academic function” (WAC Aims and politics (Pi ii ip and Ran 1986 1)' j meniioncdinshiftingandpolyvalentancient 

Application tor Membership) .Shennan s Discussions with seveial Ind in Hindu’ texts Thus, projects such as the 
action left the oiganisers of WAf' lillle archaeologist, who went to Southam()i)n archaeology ol thesites among 
choice Alter working haid at making the levealed thit their participation in WAj I otheis weie undertaken In the mid 1970s, 

1986 Congress something woithwhilc, this in no way rdlected their stand on the I'Aie the areas around the Babri masjid wcic 

move iieaily icsulted 111 Its being sc lapped ol the ban I hey were at Southamjiin excavated in ordei to identify their relation 

altogelhei 1 he archaeological community beciuseWAt I piovidedarareopporturjtv with the Rarnmaiu/ The icpoits of the 

was cleaved in two with some suppoitiiig one where stveiai bundled well kniivn lindings |M/? 1976 77) reveal no evidence 

the ban on South African paiticipation and scholars wirc to discuss their work, ind of either a temple commenioraling Kama’s 

others vociferously objecting to what they where funds inahling thircl/fourth wt rid biilh or a Rama cult centre* 

saw as an infiiiigemeni of ‘ academic p.irticipalion were available I ew who > cut Lvidently Islam, perceived as unambigu- 
freedom’ (Shaw I986| Ucko himscll weie in any vv iv concemeS about the S nth ous with its local'point defined at Mecca 

initially waveicd (‘God knows what vou Aliicanissuc indifthcy were, theircon cm required an‘answei from ambiguous, multi- 

have done to our Congress” he hail said to was piirnarily that archaeology was It mg vocal Hinduism and in the post-colonial era, 

Shennan at Ihc nine ibid 54) beloie takiiic politicised Suchaviewof Iherclaliori hip Ayodhya began to be identified in the Hindu 
the pro ban stand between {ioIiIk s and archaeology rer* mis mind with ihc absolute position that Mecca 

I will not discuss the pro anti ban in India despite Ihc fact that recci|tlv apjKMred to have in the Muslim ’ flic focus 

arguments here except to say thatac.idemic ardi.ieologv his become emhioiled ^ ‘'f olthisidentiliiatitinappearslohavcbccome 

freedom in the context of South Afric a wheie obvious political contioveisy that cqlhe the Babn masjid Although archaeological 

apartheid was still a way of life, meant little B.ihii masjid R im Janmabhoomi , excavations in the area reveal no evidence 
and to those from the third and fourth woiids nieshaiply|iolilicalnalureofarchacii|)gy of a temple or Rama cult the Hindus found 

who saw" uppiession expressed (at was lecently revealed when rival groupJaid in it, their answer to Mecca Prioi to the 

inlcrnatioiial and national levels) in various claim to a sacic cl space’ (Babn masjidEam destruction of the mosque, thecall to‘liberate’ 

ways, ohjc'ctions to an infiingemcnt ol Janmablioonii) 1 he groups used histoiical Rama Irom the‘pnson’of the mosque, served 

academic freedom seemed to be somewhat (colonial documents and police record<|and to unify opposed, even warring Hindu 

self-indulgent We hoped expected and archaeologic il evident e’(ieports - nslnlv tactions albeit superficially 

anticipated that through the WAC unpublished of excavations conduct4) as As the country experienced a Hindu 
archaeologists would finally admit that wcllasinylh oral tradition and linalbAlso resurgence Ihc excavator of the areas 

reconsiiucling the past was also a political emotion to legitimise these claims nhe around the mosque who had reported 

entcrpiise and that people who dealt with outcome is is well known, has seen [fAR 1976 771nothingofirnportancc,stated 

(and 111 ) the past had a social and political catastrophic in terms ol the violcnctland latei in 1990, that evidence of atemplehad, 

responsibility bloodshed Ih it have resulted J in fact been found in below-mosque strata 

rtiose who felt that archaeology was » 1 Although this announcement has not been 

some way leduced thioiigh the recognition imk s anii AkchaiokXiY | accepted entirely by Ihc archaeological 

of this responsibility weie legion and they The contioversv being well knowi^ill community, it provided the fundamentalists 
expressed their anger at the ban in not be recounted here except to empl|.sise with another of the weapons they needed 

surprisingly vnxileiit ways 1 or perhaps the that an h leologists and historians lave Finally, when the mosque was demolisfied 

first time in the histoiy of the discipline provided evidence’ and opinions os the by Hindu fundamentalists in 1992 few 

archaeologists wer called upon to take a issue of whether or not a temple cited archaeologists protested publicly either at 

stand which would be reflected bv ilicir below the mosque (Gopal 1991, Histofcv’ the destruction of an ancient monument, or 

participation (or lack ol) at the 1986 forum n d Mandal I99T, and Smitav at the revoking of the earlier statement made 

Congress Many stayed away, protesting I Wlj Theuinsiderabledebateontheiabri by the excavator in M/ir 1976-77, which 

against the ban and wh.it they saw to he (he masjid Ram Janmabhoomi issue has feised was really tantamount to the manipulation 

resultant rumpa:ongrcss (as the London largely on the interpretation of ‘w** ~ of data Those who did protest were viewed 

Times had called it) Dcs|,itc the odds the always a shaky proposition, morc^ i" a* ‘reducing’ archaeology to the leVel of j 

World Archaeological Congress did take archaeology and especially so i| the politics Once more, as in 1986, mainstream 

place and was ,1 remarkable success “ not circumstances Howevei, the issuf has Indian archaeologists equated the taking of 
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being pol 

Society was one of the tew social science 
bodies that did not pass a resolution 
(ondetnning the destruction ot the mosque 
Condemning the destruction has been viewed 
ds being ‘political’, while /lor doing so has 
been seen as keeping ‘clean’ and refraining 
from ‘dirtying’ the hands in the ‘political 
mess’ Such a desire to keep from taking 
( political’) stands has characterised Indian 
archaeologists, even members of the WAC 
This IS cunous, since the WAC stales that 
It “is based on the explicit tccognilion of the 
historical and social role and pol ilical context 
of archaeological enquiry and has ‘ defined 
Its role beyond its essentially academic 
lunciions and appreciates that archaeology 
has a social as well as an academic 
responsibility’ (WAC Aims and Application 
for Membership) Members evidently do not 
see the contradiction in holding the views 
they do while simultaneously belonging to 
the WAC community 

ARCHAIOIOCiY PotlllCS AMO WAC ^ 

Hence when WAC ) was to be held in 
India, most archaeologists here did not 
considci It ot signiticancc that some o( the 
organiscis had been known lo have (ab)used 
archaeology in theHabn masj'd issue I here 
were people who were always at the helm - 
at conferences seminars, national iiid 
intcmational and their being invited to take 
up key positions in the m inagement ol 
WAC 3 was not seen as unusual To the 
organisers having these poisons on the 
committee must have sec med expedient On 
reflection protests began to be registeied 
Ol course some aichacologists whose jobs 
or grants could tvivc been at stake wctc waty 
ol taking a stand against the establishment 
(in Ac adt mu tn edom and Apartheid t )cko 
reports how several people in the US who 
supported the ban against South A Incan/ 
Namibian paiticipition at WAC I were 
warned that their giants would be cut or their 
jobs t,ikcn) and it was left to those outside 
the system to protest against the misuse ot 
archaeology and against the inclusion of 
those who had misused it, in the active 
organisation ot WAC-3 It is also signiticant 
that the fust people to protest were trom a 
departmeniSof history among them were 
only a couple ot archaeologists But the 
WAC would go on without them since they 
had decided to boycott the event Latei 
(1994) some archaeologists protested and 
decided not to boycott the WAC 

Significantly, at the intrr-congress meeting 
of the WAC Executive at Mombassa, in 
1993, the destruction of the mosque had 
been noted and the attempt to condemn the 
destruction by WAC was thwarted by the 
Indian representatives However, the 
Executive did not consider it essential to 
keep participants/delegates informed and 
most arrived in Delhi withoutany knowledge 
ol the issue [Colley 199S] Surprisingly, the 
Executive appears not to have considered 
the implications for the organisation, of 


lib 

the mosque Even more surprisingly, the 
' WACExecutivedidnotconsidNUnecessaiy, 
after Mombassa, to organise a session to 
discuss the issue and it was left to a small 
group of Indians to attempt to do so 
The group circulated a letter (signed by 
one member) to some archaeologists around 
the world and suggested that the situation 
called for a special session to reflect on the 
issue of the Bahn masjid in the context ot 
W AC and on the W AC itsel f on why it c ame 
into being and what it stands (or The session 
could also help reiterate some of the early 
concerns that had been identified by WAC 
Such reflection undertaken seriously is 
obviously a matter ol concern as it could 
result in radical altciations ot existing 
power relations and structures While 
>cvcral people supported such a session 
here wet e others who continued to feel that 
he session would only push archaeology 
uithcr into (he quagmire ol politics and still 
ilhcrs who felt that the protest had come too 
ate Ironically among those who felt the 
protest had been registered late were some 
vho must have known that the WAC 
1 xccutivc h.id taken note ol the destruction 
o the mosque .at the meeting in Mombassa' 
T II date no one h is queried the fact that 
wide WAC s lolly aims condemn uncntical 
p,tfisan academics the executive meeting 
at Mombassa was content to let the in<'olve 
m nt ot some ol its mcmbeis in the abuse 
ol archaeology loi political purposes pass 
As It turnecl out the organisers ensured 
ihit neither was the spec lal session to reflet t 
oi the WAC held in Delhi, nor was any 
dicussion pel milted on the Babsi masjid 
isaie and the outgoing president ot the WAC' 
w s c ompciled to compi omisc the pi inc ipics 
ol he Congress and declai e that nodiscussion 
onAyodhya would be permitted within the 
Ciiigress left without an option those 
pr lesting against the inaction of WAC' 
agijnst (and thereby the condoning ol) 
ardiaeologisis tleaily known to have misused 
archaeology, decided to use (he Plenary 
Se.jion as a toium in which to voice their 
priiests Resolutions condemning the 
deJriiction of ancient monuments, (ho 
in olvcmentof persons with partisan interests 
in he WAC and decrying the prevention of 
fne and untrammelled’ debate at the 
CeSgress were lo be proposed, debated and 
vfbdon Unlortunatcly the Plenary Session 
otWAC'3 was reduced to complete chaos 
I lose opposed lo the resolutions prevented 
diCussions and a vote The chairman 
di?olved the session and a meeting ol the 
EiCcutive Council was called 
hterestingly although most Indian 
paticipants at the Congress were against the 
re^lutions put forward condemning the 
deiruction of ancient monuments and 
reicrating WAC”s commitment to 
rciftgnising the socio-political context of 
ari|aeological practice, the Council which 
m<l immediately after the dissolving of the 
Phhary, adopted and then passed these 


oohM (efiMafidlt. v tdriaed (Host Indunti 
present were against the resolution and felt 
strongly (hat archaeology and politics have 
no tnick with each other, ought they to have 
joined a Congress that explicitly 
acknowledges the socio-political context of 
academics and aichaeology'^ Further, a 
Council that apjiears not to repiesent the 
views of a majority ot the delegates to the 
third Congress seems lather at variance with 
the stated intentions of WAC 
There is another point that must be 
reckoned with The quiet and disciplined 
Coiincilmcetingafierthechaosof the Plenary 
Session a meeting at which resolutions were 
passed in a sensible, reasonable mannercould 
easily be constructed to exemplify the split 
between good reason’ and the disordci that 
IS expected at non Western gatherings The 
Council meeting could be identified as just 
one more wav ol re-asserting ‘western 
rationality and reason amidst the ‘chaos’/ 
cmotinnaiisni (hat is thought to typify the 
south 

E vents at WAC 3 suggest that many 
westcin academics were cilhei highly 
conltiscd by the whole issue or were not 
leally that interested |follcyl995 18] Does 
this mean then that once more, at an 
international forum matters of import’ are 
only those th.at aie of i oncem lo academics 
from the w esi' How do we purport lo develop 
a One World Aichaeology’ if members of 
WAC do not interest themselves in issues 
where archaeology has been used to further 
fundamentalism to a teriilyiiig degree' 

( ollcy goes so far as to say that there are 
two sides to the Ayodhya issue ( Who was 
correct ' That surely is a matter of political 
opinion pI7)andsinceshcwasunin(oimed 
and contused she had no opinion on the 
matter Such a position taken by a WAC 
member is remarkable as (he issue biought 
into the ical woild what WAf claims to 
stand toi in the comfortable confines of 
academe I his confusion or lack of interest 
has not, stiangely, prevented some post facto 
inlcicst which icsulted tn the rapid churning 
outol a paper in which events are distanced’ 
and the physical endurance tests’ the 
participants were subject to (‘ Delhi is not 
an easy place for the as erage western visitor 
vou can 1 breathe the air dniik the water or 
c It most ol the food without getting sick’, 
p 15) appear to have made as much of an 
impact as the academic sessions and the 
Ayodhya issue 

It IS essential lor WAC .and members of 
the oigamsation to critically review what 
(Kcurred at Ayodhya and subsequently at 
WAC 3, it WAC must be of contemporary 
lelevance T he special session that had been 
suggested to reflect on the WAC would have 
been the ideal forum within which to debate 
the issues of rival claims to sacred places 
the abuse of archaeology lor political 
purposes and of whether in fact the WAC 
had succeeded in attaining its objei tives (ol 
breaking hegemonic domination in 
archaeology, ol providing a forum for 
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a space for regional and soci^ expressions) 
it would also have provided the much- 
required forum to discuss the contemporary 
violent expressions thai regionalism and 
ethnicity have taken and to analyse the fall 
out oi the recent rejection of western 
rationality as the ‘iinivcrsal’ one The 
discourse emanating from this rejection has 
been soincwhai simplistic in its 
understanding ol ihe olhci’ tor which il 
aims to ptovidc a space It has been rather 
blinded lo Ihc tael that the 'other' is not a 
harmonious, monolithic entity |Rao I994J 
It IS critical to examine the cuirent meteoric 
rise ot violent exlremist/nalionalistic 
ralionalilies (and consider the voices raised 
in protest against this) as these are evidently 
not at pl.iy in India alone and to investigate 
the space between western (lill recently the 
'universal ) ralionalilv and regional/cthnu 
chauvinism II the WAC refuses to permit 
such deliberation ii will have tailed to have 
moved from its 1986 |wsiiion ol tiiti()uing/ 
coiilesling what existed at the lime to 
developing alicrnaiive archaeologies and to 
becoming ihc lelevanl conicmporary 
au haeological organisation 

I he W A(' IS beyond doubt a well meaning 
oiganisatiun thii was set up with idealism 
and the deicrmination lhal membcis would 
work together while also lurthenng ethical 
research piaclices Membeisol WAC would 
not wish lo stand aside and condone by 
inaction since they aie 'immersed in the 
evidence ol niin s inluinianity to man ovci 
many time periods and in countless areas ol 
the world [Ucko 1987 xi| But these ideals 
apix-ar to be i onlrary to the events played 
out at WAC ? WA( is ihe poorer foi not 
pciinitling a debate on itself, its genesis, 
development and the lact that it 'condonc(dl 
by inaction’ the usurpalion by chauvinists 
oi the third Congicss held in India in 
Dccembei 1994 

Notes 

[Ancailici andshortei cersionol thispaperwas 
published in Jrahajm ili I’lehniiniii, Madrid 
1 lhank 1 Cmilo A llcinandu M I Navjriele 
and M I 1 illon for ihc-ii coiniiienis Roland 
Fleichci RhysJoncs Rohtil I aylon and Colin 
Renfrew loi ihc discussions wt had R Hoskoic 
D M indal K S Shaiiiu Is M Shninali and 
R fhapai for ihc convcisaiions held over ihc 
years OAhungn R Bewicy RBoisi Miodder 
F Lane C R Reddy and B Olsen piovidcd much 
needed suppoii I 

I Unforlunalely ihc WAC has noi entirely 
overcome this pi iblcm and the stiuclure ol 
If oraanisution u mains a inyslerv lo many 
Most of us do not know whether we aic 
members ol WAC or incicly members of a 
Congiess Wt leccivc no inturmalion 
newslellcrs or hullcims Even while slating 
that Ihe WAC was organised in iIk: most 
democratic ol ways Ucko mentions tha' he 
wanted to ensure lhai the right participants 
froincachcountiy could icallv get the grants 
they needed lo he able to .iliend' WAC I 
(1987 20) One wonders how he was able lo 
decide ‘right’ tioin ssiong participant 


. .^.awediiiewc,,. 

‘Third’ and ‘Foutdi WotlA’ interchtt^^^ 
Further, I ha ve used the term ‘West’ toindeaie 
the wealthier, more dominant nations of the 
world, including among others, the USA, 
Australia and those in Europe 
7 Several archaeologists in the West still do noi 
accept this, but in India then; arc even fewer 
who do and their voices arc rarely heard 

4 I will noi discuss here (he notion that polibcs 
and academics belong in differcnl domains 
wherein the latter is seen to be neultal and 
v.iluc ficc Nor will I discuss the notion widely 
held amcing Indian archaeologists that 
incorporaling scientific techniques into 
archaeology h is made it into a scientific' and 
oh)cclivc discipline and Iheiefore ensured 
that SOI III politics docs not impinge upon il 
I for a discussion sec Rao 1987) 

5 Although Said emphasised i decade ago 



oikI the Amencai?), la leveM iotommta 
have, over centuries, claimed sites as being 
sacred to them Through history, sacred places 
have been used by successive groups to 
insenbe their power over the preceding ones 
Over (he Ayodhya issue, the Hindu Right was 
confident of WAC sup|)orf lo us claim since 
ihe demand was lor the returning of a 'sac red 
place Bui Ayodhya has been sacred/ 
im|H>rtani lo many |Ran 1944) the British 
colonialists lo whom Us conquest marked the 
end ol the preceding Mughal era the Jams, 
Buddhists Shaivas and Vaishnavas (who had 
bloody bailies (o retain il and le insci ibe iheir 
power through control of it) and ihe Muslims 
Who will return it then'' and to whom’ 


References 

Ati Iweiiloi’Kiil Kevie\i Iniin ( ambr^Jiii (1986) 


(198S 10) ilnl No one has ever dcMvcd a t Archaeology and Politics Vol SI 
method toi letaihing Ihc schulai from the I Cambridge 

circiiinslanccs ot lile troin the fact ot his J \ri hiittiUn;H<tlSu)\e\o) India (Wb 11) Indian 


involvement (conscious or uncunsc lous) w iih 


a class a scl ol hehels a social position oi i 
from the mere aclivily ol being a member of i 
society and (hat these ‘coiiiimic (o bear on j 
what he docs professionally few Indianj 
auhaeologisis,ire willing lo acknowledge Ihc'l 
influence o( Ihc socio political conlexi nr| 
conlcinporaiy itchacological piacticc < 

6 The view meicasingly held today lhal i (ac4 

IS Its intcrpniition c m lend itself easily u 
m.inipulalion ind can he dangerous In IhS 
Hahn mjs|id issue foi instance ihis posiiiii| 
could be used lo lustily Ihe temple bclovj 
mosque mlcijMclalion What is of conceifl 
then IS the question of eihus and 9|i 
understanding ol historiography arjl 
aichaeology (lopalelal 1991 havccicganiw 
demonstrated that much of ihc temple beloHi 
mosque inicrprelation is based on pojr 
historical leconslruction But finally it (s 
cssemial lo cvaimni! whelhci .irchneology v< 
iboul dc Sirov mg existing monuments 
.ivenge perceived historical injustices (|i 
ahnul undeiscinding Ihc past j 

7 Whai IS invariably overlooked howevci Is 
the lact lhal the category Hinduism senas 
lililt pur|H>se m i Gupla comexi The pen,^ 


wiincssed Ihe it ccnsion of old lexis allowilg 
for new gods and culls The old Veil i 
Brahmanism yielded to a Paiiranicism wi: b 
cleintnls driwn from Roman Mahayan a il 
Chlhonic cleincnis [cl /immer 194 
Campbell I962J There is a need lo ciaiicai y 
ic examine (he received truth of (ju|> a 
Hinduism/Naiionalism As Kosamhi stall J 
(I9S6) Il IS not the Guplas who revivi J 
nalionahsm|bui| nalionolisin whichteviv! J 
ilic Guplas II must also be noted that Ihd e 
IS a vast dillcrence between Guplan .u J 
Lontempoiary Hindu Right versions tf 
Hinduism |K Hoskoic pers comm) 

8 Saiikaliad')?') 1982) who wrote extensive i 
on Ihc Hiiimnaiia and archaeology final / 
held lhal II indeed Rama was a hisloric|l 
figure his Ilea of operation was severe ) 
limned and the superhuman leais ascribed J 
him were no less than Ihe exercise of poe c 
licence hy V ilniikl'' 

9 I thank R Hoskole foi the discussion we f*! 
on this 

10 In this coiuexi it is essential to cxaini e 
ciilically theissueorretummg sacredplac s 
which has I hclicvc, been approached le a 
rather simplistic manner m ihc West Sene s 
ft flection IS required on Ihe issue as is cvicR it 
from the fad that it is an extremely compi x 


Alt liiniittn’'i -ARtiiiH New Delhi pp^? 
Ciiiiphill J(I962) Ihi a/Ciod Penguin 
I ondon 

< hainpion f .md S Shenn.m (1986) Why Ihc 
Congress ll.id to Go On Artluteolat’tial 
R(\uh ftiintCaml>ridi>e Vol*) I pp 109 It 
(ollcy S(I99S) Whni Happened at WAC I 
4/ii/ij«//i Vol 69 (i2 |)p 11 18 
Ciopal S(cd)(l99l) Anuumi) nlaCtiiitraiiUilion 
Vikmg New IXIhi 

Historians loiiim (ml) Rnma/antna Hhunti 
\)adlnii Nim lifttrtlin;nal PiMoierif', 
Mislonans ) orum New Delhi 
Isosmibi D 1) (I9S6) \n Inlifiluiiinn In tin 
Slud\ at Indian III star \ Popul Ji Book Depot 
Bombay 

I anglord R f (1986) Out Merit igc - \ our 
Playground Ausiiiiliati Alt Itaraltn;) 16 

pp 1 6 

Mandal D(199() A\atllt\a \n liaial<n;\ ufiri 
Petnalilion OrienI Ixmgni'in New IX’llii 
Miller I) (1980) Aichaeology and Develop 
mcnl C nunl Xnilitapiilaq) 21(6) pp709 IS 
Praljp A and N R.io (1986) Ihcinc editorial 
loi issue Archicology and Politics 
All hat alafiii al Rnien fiiiiii (ainlniditt 
Vol SI pp 2 1 

Rao N(I99)) Intcipielmg Silences Symbol 
and Hisioiy in the t'asc of Ram 
Janm ihhoomi/B ibn Maspd'm G C Bond 
and A Gilliam (cds) Sniial C atisiitn iinii 
aj till Past Ri/iiisi nialtan as Paner One 
World Archaeology Scries Roullcdge 
London pp IS4 61 

(1987) As/ietls al tilt f ihntiatthtiealonv af 
Xdiltihadlindta) PhDdissemiion Cambridge 
Univcrsily UK 

Said r (198S) Oitenlalism Penguin Books 
Harinondsworih 

Sankali. 1 , II D (1971) Rtinunana Myth ar 
RtaltV) ' Peoples Publishing House New 
Delhi 

(1982) !heRaiiuDamtinHtslnttta!Peispet Use, 
Macmillan New Delhi 

Shaw 7(1986) Arc haeologv and the Politics 
of Academic Erccdom Arditualiif;) Renen 
frnin Cttntlrndge Vol SI pp S 24 
Sriva-slav S(I99I) The Disputed Masque A 
Hislarittiltnquirs VislaarPubltcations New 
Delhi 

Ucko P J (1987) Aiatleitiu hreedom and 
Apailhiid rin Slaty oj the World 
Atthaealagita! Cansjiess Duckworth, 
London 

/ammer, H (1948) Ihe Art af Indian Asm, 
Pamheon Books New York 


1728 


|:onomic and Poliiicai Weekly July 15* 1995 



Commission Report 

Asghar Ali Engineer * 

Inquiry into Bhagalpur riots of 1989 reveals how rumours and cooked up 
stories conspire to cover the i ollusioii between the police, the bureaucracy 
and the communal elements 


[1 would be no exaggeration to maintain 
that the Bhagalpur not of October 1989 was 
one of the major riots of the post indcpen 
dcncc India More than I 000 people per 
ished and many more were permanently 
maimed Property woith trores ol rupees 
was destroyed and the riots iclt permanent 
star on the minds of several thousands 
ot people Bhagalpur nots were a worst 
example ot religious fren/y and communal 
madness They also show how lor the sake 
ol c iptunng votes i he t ommunal i sts brought 
about extensive dcstriu tion and how entire 
setular jxiliiital distouise was thoroughly 
tommiinaliscd No setular spate was lift lot 
any kind ol dialogue between the two major 
communities 

It was thought th it demot r me and secular 
jtolity rnddemoiiatic protessol governance' 
wcie most perfect 1 ittle did we know how 
democracy can be in mipulated cleverly by 
the poweilul vested interests In fact at times 
one wonders how easily demotraev tan be 
manocuvied to fulfil one s lust lot power 
No wondei then that mdepe ndent India has 
seen a senes ol devastating lommunil riots 
beginning with Jabalpur in 1962 One dots 
not know how many more such riots will 
oteur in our dcmociatie secular countiy 

Most ol the iiots which took place Irom 
t irly 1980s onwards were mainlv due to the 
emcfgcnceol I lindutva forecs, clandestinely 
patronised by the lulingCongress Party The 
conlrontationist policy adopted by some 
Muslim leaders during the Shih Bano 
controversy lent lurtheredge to the Hindutva 
brigade Thus Hindu communalists and 
Muslim lundamcntalisis rcintoreed each 
other and communalism became a most 
dieaded c halicnge lor the unity and integrity 
of the country The Shah Bano controversy 
provided the much sought alter excuse lor 
the Hindutva brigade to launch the Ram 
Janmabhoomt movement This movement 
more politically than religiously inspired, 
captured hearts and minds of many middle 
class Hindus providing legitimacy to the 
VHP BJP brand ol polities In every ncKik 
and corner of the country Ramshila pujan 
processions were taken out causing either 
communal tension or eruption of violence 
Bhagalpur riots were result of such a 
procession Dunng and after the nots there 
were allegations and counter-allegations The 
Hindu communalists maintained that (he 


riots were pre planned by the Muslims, the 
Muslims, on the oihet hand alleged that the 
Hindus were responsible for it 
A C ommissioii ol Inquiry was appointed 
to go into the causes ot the nots Justices 
Ram Nandan Priisad as the chairman, and 
Ramchandra Prisad Sinha and S Shamsul 
Hasan as members constituted the 
Commission ot Inquiry In the beginning 
the commission could not function 
smoothly The go\ t rnment was also callous 
towaids It Proper stall was not sanctioned 
Also the commission laced many 
ontioversics No wonder then the 
omniission look uiuxceplionably long 
curalinn to pioduce its report which 
c imprises 323 ivpc written pages The report 
was submitted almost alter five years in 
N arch 1995 The leporl it must be said is 
siry well researched one The honourable 
ju ticcshaveexamincd all reics ant evidence 
oril as well as documentary quite pain 
stJcingly and have drawn their none fusions 
inpartially I he BJP md the jkiIicc have 
bcjn severely cnticiscd tor their role We 
will throw more light on this little later 
The commission tries to go into the most 
vital aspects ol the tiiiption of communal 
vulencc was it a pie planned one and if 
so who was responsible lor it' Also what 
w.s the role ol the administration and the 
pc Ice' Did they discharge their duties 
hofourably or were they also swayed by the 
conmunal passions’ The report examines 
in ietail the sequence of events on October 
24 1989 The scqucnic in which events tiKik 
pi ee was crucial lorcachcertatnconclusions 
rejarding the sparking oil ot the nots 

SCQllNd 01 FvtNTS 

fhe commission report in its introductorv 
pat observes Bhigalpur has been prone 
to pmmunal disturbances and had witnessed 
conmunal clashes in 1924 1936 1946 and 
I9?7, but all the previous clashes wcie 
prvitticallv confined to Bhagalpui town and 
haicontinued for a very short period They 
pa< into insignificance before the present 
communal disturbances The present 
communal disturbances (i e, of October 1989) 
sui^ass all the previous disturbances The 
rejprt further observes “This not took 
huiflreds of lives and a large number ot 
peo^eatso recci ved bodily injuries of serious 
naitre Thousandsof housesincludingshops 


about 2S0 viilagev lying tn IS blocks out 
of 21 blocks of the district ” 

The most fundamental question is who 
staned the nuts'’ What happened immediately 
preceding the eruption of communal 
violence ’ The report addresses itself to this 
question and examines all relevant evidence 
put before It Ol course contradictory claims 
were made bv the witnesses and the 
commission had to draw its own conclusions 
Violence erupted on October 24 afternoon 
when the Ramshilapujan procession reached 
the Muslim dominated 'Tartarpur area It is 
said that honibs were thrown on the 
procession Irom a Muslim school and then 
the communal noting started 
The Hindu activists claimed that the 
piocession was completely unarmed and 
they weie singing ‘bhajans Also, there 
were old men women and children in the 
procession and theicfore there was no 
question of the processionists starting the 
violence in a pre planned manner The 
Muslims on the other hand, maintained that 
no one threw bombs from the school It is 
a sheer labncation Since it was contented 
by the organi sers ot the Shilapujan procession 
that the Muslims had kept their shops and 
schools closed as they were to start the 
violence th< commission also examined all 
available evidence in this respect A large 
number ol Hindus as well as Muslims 
appeared bef ore thecommission as witnesses 
It must be said that many Hindu witnesses 
helped bung out the truth The oiganisers 
ol the procession had claimed that the 
processionists were unirmcd and only 
singing devotional songs But some ol the 
Hindu witnesses present on the scene falsified 
this claim bor example Anil Kumai staled 
before the commiwion that i he processionists 
were shouting slogans Jai Ma Kali 
fartarpur khali (long live Mother Kali, 
lartnrpur will be empty) and Apman ka 
badia Icnge Babar ki santan se (we will 
avenge the insult inflicted by Babar Irom his 
childien) Anil Kumar ilso narrated that 
there were members ol VHP Bajraiig Dal 
and RbS m the procession They were 
carrying weaptms like swoids lathis, speais 
and phaisans (a loc il sh irp weapon) When 
the pioces>ion went tiom Aliganj to 
Shujaganj Am' Kumai witnessed the 
processionists looting the shops and the 
police helping the m 
Kapildcv Mandal said before the com 
mission that is students they had gathered 
near the gate of INJ College to see the 
procession Mandal too mentions that the 
processionists wcie shouting slogans like Jai 
Maa Kali I aitarpur karo khali and Apman 
ka badia lena hai Babar ki santanon sc I he 
organisers of the procession were BJP, VHP, 
Bajrang Dal and Vidhyarthi Panshad people 
and they participated in tnc procession 
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to My. doe Muslim witness pointed 
out that apart from other slogans the 
processionists were also shouting that today 
It IS Ayodhya’s turn, tomorrow it will be that 
of Kashi and Mathura Another slogan being 
shouted was Bachcha hachtha Ram ka, 
baki sab haram ka’ (every child is for Ram, 
the rest are illegitimate) Some Muslim 
witnesses maintained that there were no old 
men, women and children in the procession 
The commission drew its conclusion on the 
basis of what was stated betorc it by various 
witnesses The report states 

The net result is that there is divergence ol 
evidence on this point After scrutinising the 
aforesaid evidence wc are inclined to accept 
that by and large a large portion of the majority 
of the puKcssiunists were peaceful and totally 
devotional in their attitude and were dedicated 
to the religious task that they were {lerforming 
but there were also persons who were armed 
and there were persons who shouted slogans 
We derive suslenancc for our view from the 
fact that apart from the Muslim witnesses a 
large number of Hindu witnesses also have 
supported this stale ol affairs We must, 
however make an observation This 
provocative act ol intoleiancc defiled the 
sanctity of a purely leligious pioccssion and 
also destroyed its peaceful character leading 
to devastating consequences 

The Commission turthcr observes 

When anv place of worship is intended to 
be constructed to the Glory of God then 
creation of a political controversy and 
shouting of slogans should have been avoided 
because it was an act of saciilcge in relation 
to an act of extreme piety to Him whose 
temple was to be constiucted 
On the other hand the Muslim community 
also should not have been so sensitive and 
agitated If the slogans would have been 
Ignored .and the Muslims had exercised 
forbearance and the procession allowed to 
pass through Tartarpureven if it hurt Muslims 
heaven would not have fallen but the 
concession so granted would have avoided 
the esents that followed 

It IS true politicians from both sides tried 
to draw maximum political mileage and 
traded in human misery but the BJP had 
made it a main political plank for its 
determined bid for power at the centre It 
was Its c.ilculatcd strategy to mobilise Hindu 
votes by appealing to their religious sentiments 
Another important issue in the Bhagalpur 
not was the throwing of bombs and other 
missiles on the procession Many alleged 
that bombs and other missiles were thrown 
on the Ramshila puja procession from the 
Muslim school in Tartarpur and this triggered 
off the violent events The commission 
examined various witnesses in this regard 
and drew its conclusion Thus, the report 
states. “At the point when the procession 
was approaching the Parwati chowk the 


of it This was arouiid2pm,The|iM^^i^ 
moved gradually towards the scli^, thtlM 
the' Muslim school' beyond which was the 
Tartarpur chowk As soon as it reached the 
western gate ol the school, it is alleged, 
bombs and brickbats were thrown from the 
school premises which, according to 
the S P did not cause any damage nor any 
injury to the processionist The missiles were 
totally ineffective according to him The 
district magistrate, acting with great speed 
declared curfew in the area and ordered the J 
processionists to turn back ” The truck' 
carrying the consecrated Ramshila bricks 
was also sent back Acting with speed all 
the entry points were sealed and the railway 
station was directed to slop the incoming^ 
trains to Bhagalpur ’ 

According to the report the deputy, 
>upenntendcnl of police, Navin Kumar and) 
Dubey the inspector, accompanied by a 
posse of constables chased the miscreantsj 
who were stated to have thrown bombs 1 he 
posse even entered the school through thef 
side door but nobody could be found Th^ 
police parly chased the miscreants up to th^ 
railway line but tailed to apprehend anyone. 

The police also chased the miscreants 
to Gulab Manzil a building owned by a 
Muslim The police, on hearing the soudd 
ot groaning, entered the lodge and fouid 
two persons Jaikant Yadav and Navinl 
Kishore Jha, severely assaulted and nearly 
killed by Muslims Their statements w»c 
recorded in the kotwali' But regretfuljy 
these two persons have not appeared las 
witnesses in the inquiry commission rep#t 
The commission mentions that it is liot 
clear from the HR from which part of Jie 
(school) building the bomb was thrownjln 
lad, according to the report (he HR djes 
not clearly state that the bombs were thrown 
liom the Muslim high school premisesjor 
compound The report goes on to say, | It 
has been alleged that as soon as the hoiib 
was thrown the police accompanied iby 
inspector Dubey and Navin Kumar deputy 
supenntcndcni ol police entered the sctwol 
I rom the side door No miscreant was tojnd 
or arrested and nothing incnminaiing <fas 
recovered from within the school premise^ ’ 
The commission is not sure whether the 
bombs were thrown from the school, and if 
thrown whether they were at all throwrfby 
the Muslims It says, "There could have b^cn 
miscreants who might be either Muslindor 
Hindus or both The total analysts otihe 
evidence certainly creates an aura of d(*bi 
over the w hole episode notwithstandingihe 
real evidence It may be that some miscreiTls 
of doubtiul communal hue may have thrq^n 
bombs, some stones and crackers to ertete 
a mayhem but nothing more can be said 
Also, the report draws our attention toihe 
tact that the administration has no list of 
those injured by bombs Thus, the hypothf sis 


^ue The comnussion also concludes, “In 
/the ultimate analysts we feel that the first 
/bombing from the Muslim school appears 
I to be doubtful, except that some miscreants 
I may have thrown some missiles and crackei s 
I from somewhere in the vicinity to create a 
I mayhem as stated above ’ 

The commission blames the BJP for 
I having played active role in the riots The 
BJP RS.S always maintain that they nevei 
participate in any not But many not inquines 
have confirmed their involvement, be it 
Madan Commission Report on Bhiwandi 
nols or Justice Jagmohan Reddy Report on 
Ahmedabad not ot 1969 The Bhagalpur 
Riot Inquiry Commission Report also pulls 
up BJP for Its role The report comments 
'Cxhibit A also highlights the fact that it was 
BJP workers who indulged in the act ol loot 
and arson and armed home guard jawans 
alter .ibandoning the ASI The octurrentc 
was quite widespread ’ 

The report relates that the Muslims alleged 
violent mob ol Hindus attacking the Sujaganj 
matket where houses and shops ot Muslims 
were ransacked and set on lire According 
to the Muslims the whole thing was so 
meticulously planned that in a building that 
belonged to a Hindu but was tenanted by 
a Muslim only the shop was looted The 
building was not set on lire On the other 
hand, a shop belonging to a Muslim with 
a Hindu tenant was looted and the building 
was set on lire Simultaneously mohalta 
adiatcnt to the Parwatti nioliallah was also 
attacked Houses were hut n( property looted 
and a large number ol people were done to 
death This occurred around 12 noon i e 
both these occurrences look place piior to 
the alleged bombing from the Muslim school 
fhus, the thesis ol bombs hurled I rom the 
Muslim school triggering the communal 
violence tails Hal 

Adminis 1 ra I iVI Ni-oi igen( i 

7he commission has passed strong 
stricluies against the district administration 
tor Its handling ot the siiuation fhe police 
behaviour was completely paitisan The 
commission report lemarks The events 
that followed indicated the utterly 
irresponsible behaviour ot the district 
administration, particularly the kotwali police 
led by the otficcr in-charge ot the kotwali 
lhana The sub-inspector ot the Tartarpur 
thana accompanied by a large force of police 
olftcials embarked upon a massive search 
ot the houses of Muslim residents of Tartarpur 
mohalia ostensibly on the basts of the HR 
lodged by the inspector, kotwali in P S Case 
No 67^ hut in reality lo avenge the alleged 
rainfall of bombs on (he S P and in 
ostentatious bias against the Muslims The 
marinet in winch (he search was conducted 
was reminiscent of the searches m occupied 
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such searches in most of the cases was 
revengeful Highly responsible and 
rcs()c«. tabic members ol Muslim community 
who weic neither involved in political nor 
in any ideological or religious lanaticisni 
were subjected lo the search and 
method of fiwault and loiturt was ti sorted 
to Wc would like to cite three individuaK 
II imely Wasimul Haque Kalimur Rahman 
(Sahebginj) who had a clinic at Partarpur 
and G Must ila Bhagalpm University who 
were sevctelv assaulted humiliated and 
milticaied and imprisoned They were 
intellectuals who enjoyed status ol 
lespectabililv in Bhagalpm society They 
like many others expected the |x>lice lo 
extend then pioicciion lo them but weie 
thorough!) disillusioned when their 
l>i()tcclors bciame then destroyers Other 
Muslim icsidenls luge number ol whom 
wcicalsohighlyicspcc table, and not involved 
in my snme wh,iis(x;vcr were subiceted lo 
similar maitreaiinem (emphasis added) 

Pile comi nssum points out that the police 
iH'havioui was so pailial ih it it did not irrest 
any Hindu on ihc d.iy ot ihe not There is 
nolhmgonihi Kcord the comniissionpoints 
out to imliL lie wlielhci iny Hindu w<)s 
aiicstidthaid i) ic between 24th night and 
2Sih moinmg ilthougli lU Ic isl inspector 
Duhey h id idinillcdly seen the sack ol 
Muslim business premises in Shujagani and 
had tlso been infoinud iboul the ,utatk 
aison loot .md m issacre m Parwatli chowk 
It may also he mictcsting to state here that 
no IIR w IS lodecd eiihci with regard to 
Sliuj iL'.in) Ol Piiwilli chowk incidents 
although 1 1 ireenumbei oil IRs were lodged 
by the police until md HR 674/89 was 
lodged by Bri| Kishore about the incidents 
ol Shu|ag.in| in kotw.ili lhana and by Saini 
Al.un with regard to ihc mcidc nts ol Parwaiti 

Rl MOl RS ANI> RfAI IIY 

Another l.ictor which contributed lo the 
iggravatioii o( communal violence was the 
rumour that laige number ol Hindu students 
living 111 ncaiby lodges or coming Irom 
exainin ilion halls were inass.tcrcd by 
Muslims in .md around Tartarpur Phis 
rumour sprc.id throughout Bhagalpur and 
nearby ' illagcs like a wild lire and Hindu 
mobs set out toscek revenge It w,Ui rumoured 
that these Hindu students were killed and 
thiown into wells I he commission lelt that 
the disliict administration took no steps to 
squash these tumours and let them spread 
Thus, the commission observes, ‘A rumour 
was sent lloating thiough Bhagalpur's 
communally chaigcd atmosphere that 
thousands of students have been massacred 
tn various residential lodges owned by 
Muslims,onOctober24,1989 and immediately 
thcFcafer The disuict administration in utter 
display ot administrative incapacity and 


like a fog that covered Ihe entire city and 
(he villages of Bhagalpur district without 
making any attempt to scotch it even it it 
was true to prevent its fall out” 

On thorough inquiry after about a fortnight 
(when all the damage was done) it was 
discovered that only 22 students were 
missing 11 ot whom were Muslims and 11 
were Hindus out ol which, it was tinally 
discovered that only two Muslim students 
had not reac hed their homes and were perhaps 
killed The commission observed that 
Ramanujan, who oidercd inquiry into these 
rumours, tailed to take any adequate steps 
in scotching this rumour to prevent the 
catastrophe that occurred The inquiry 
thciclore, having tikcn up a couple ol days 
was ol no practical value in the context ot 
highly tense siliialion prevailing in Bhagalpm 
md surrounding aie.is 
It has often been seen in various commun.il 
tints that the police has close connection 
with the communal elements and is even 
guided by their opinions and acts incolluston 
with them Bhagalpur was no exception to 
ihis Thcieporicomments Thesigmlicancc 
of this unholy alliance between Ihc police 
md ihe BJP was tragically devastating and 
It not only boosted the moialc ol the 
communal elements in the execution of the 
diabolical designs but also conveyed to them 
the message that th(\ have not only the 
supiwrt oftlh'fyolu e hut tl\ a< to e pat tu i/Milton 
tn then at laities /emphasis ackled) 

[here was another devastating rumour 
doing the rounds ol Bhagalpur city that 
some Hindu sluilcnls alter being mtssacred 
by Muslims have been thrown in the w.ell 
ot the Sanskrit College under the kotwali 
lhana Nothing was done to defuse these 
rumours and it was only when a news item 
ippcared on November 1,1989 that the well 
was searched and dead bodies were recovered 
belonging lo men and women and children 
of Muslims that the truth was known to the 
ocopic In lact such rumours are deliberately 
spread in a systematic manner by the vested 
nterests in order to f.in the communal liie 
\nd ollcn, as in Bhagalpur the district 
idminisiralion takes no steps locounterlhese 
rumours as it has sympathies with Ihc 
(ommunal elements 

In view c)t all this the Bhagalpur Inquiry 
Commission Report compares thiscommunal 
nassacre even with the massacre in Kalmga 
The report says, ’ the wholesale massacre 
ct the innocents (in Bhagalpur], quite 
ri'mimsccnt of Kalmga by Ashok in ancient 
times, the sack of Delhi by Nadir Shah in 
the medieval period and the communal 
btitchcry that led to the end ot Mahatma 
Candhi's life in post independence era The 
tragedy was Iurther compounded by the lact 
that those who were required to extend their 
ptOtection abondoned their sense of duty 


nuouieriffg and footing 
masses and even leading at some places ” 
It IS well known that the noting was not 
limited to Bhagalpur city alone but had 
spread to number ot adjoining villages In 
villages also, the policemen were leading the 
mobs in attacking Muslims The report 
throws light on an incident in which an 
assistant inspector of police was leading the 
attack The report says that on October 27, 
1989 at about 7am the village, Lugain, was 
attacked by about 4,000 Hindus from 
sunounding villages of Hcmra Amhara, 
Miinagar and eight others Some of the 
eyewitnesses to the occurrence alleged that 
the ASI nt the police attached to Jagdishpur 
police station namely. Ram Chandra Singh 
personally directed the attack saying that no 
Muslim should be allowed to escape This 
attack went tor nine hours 
The report throwing further light on the 
incident says that some ot the Muslims 
escaped and hid in the nearby paddy fields 
When darkness set in they fled away lo the 
nearby Babuia village Nearly 200 persons 
were ki lied and their bodies were first thrown 
in the pond I,aicr they were dumped into two 
wells ol the Muslim tola An cttoit was made 
to till up the wells with mud but the stench of 
human bcxlies still exuded Hence the bodies 
were taken out ot the two wells and 
surreptitiously buncci in long rows in three 
paddy fields Cauliflowers were grown over 
one ot them All Ihisis believed to have been 
done under ihcdinxl supervision of the ASI Ram 
Chandra Singh of Jagdishpur thana 
This IS no ordinary indictment of the forces 
of law and orclerbyacommission composing 
high court judges These remaiks are enough 
to hang our heads in shame that in a democratic 
and secular India such things could happen 
The Bhagalpur not inquiry report has ^en 
submitted after the lapse of five years The 
public memory betng proverbially short, 
much of the event! have already been 
forgotten. One caneven wonder what purpose 
the report will serve now All not reports 
arc unfortunately submitted after a long time 
The Bombay npt inquiry even after three 
years since the violence broke, has not been 
vompicted fhe preparation of final report 
may also take a long time But these reports 
are legal documents and they enable us, 
albeit late, to know the truth 1 he idea of 
submitting these reports is not to revive the 
memory ot these nols and thus keep the 
cauldron boiling but to understand what 
happened and why and who was responsible 
so that we may avoid such violence tn future 
Communal hatred and bloodshed has led us 
nowhere it has only brought disgrace to the 
lair name of our country The only lesson,' 
therefore, to be drawn is to avoid such 
bloodshed in future and promote secular and 
democratic forces No mcxlem nation state 
can survive without it 
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Agilcultural Situation on Eve 
of Monsoon 

Jogjnder Singh 
Ashok Bannerjec 


With the foieiau of another normal monsoon, the eighth suaessive one, 
and food demand <ontiniant> to he lonstraincd hv mass poverty the 
government's preonupation on the eve of the monsoon is dealing with 
problems of 'plenty' 


niR torenst (oi the I99S nionsooii. so 
eagerly .iw iiled hy Ihc governineni and 
tarniors was tcleascd by the Indian 
Meteorology il Department (IMD)on May 
2*) ActordingtothelMD s rainfall model 
another normal monsoon, Ihc eighth 
eonseeiitiM one it that could be expeeted 
In meteorological tcinis a noimal 
monsoon means that there could be a 
deviation ol only 10 per cent Irom the long 
term average of KH cm lor the country II 
was also predicted that unlike last year 
the lainlall this year would be slightly 
below the normal by about f per cent 
which would make il about 11 percent less 
than last yeir s precipitation 

fhe south west monsoon commenced 
oyerKcnIaonJune 1 this being the noimal 
date ol Its anival I he lains rapidly 
adyaiiced over Karnataka and parts ol F amil 
Nadu and Andhra Pr idesh During 1901 
the monsoon had sc i in over Kerala eailici 
on May 28. and the initial peilorinance 
seemed to lustily the predictions 

Iheiealter the monsoon unloitunatcly 
weakened I his gave use to a lot ol anxieiv 
lor a lime as to whether Ihc requisite I ainlall 
lor the Kharil crops would be had It vis 
leartd that there was some damage to crops 
in Karnataka and Mahaiashira This even 
led to d.iinpening of the regional sliick 
markets ind lirming up ol giain piices in 
the commodity markets I iter 
developments have been heartening as the 
monsoon h is rapidly spread into the easiein 
and north western paits ol Ihc country 
pre-monsoon showers giving rise to hopes 
that kharif ciops arriving in October 
November would be as in pievious years 
As of now It IS loo early to lake adclimte 
view on the matter A good rainfall year 
would turlhcr the pioduclion ol loodgrains 
and this will now be considered 
Following the expectation of normal 
rainfall and belter availability ol inputs, 
total toocigrain production is expected to 
be around 189 190 million tonnes in 1995- 
96, againv the production ol 186 million 


tonnes in 199495 The Planning 
( ommissioii h IS pio|ectcd pioduclion in 
1995 96 at 192 million tonnes The co/v 
situation ol rice ind wheit is however not 
shared by pulses 

On June 26 the government slashed the 
impoii duty on pulses by 50pei cent This 
meant i reduction ol duty Ironi 10 pci cent 
to 5 pel cent I his was done lo encourage 
the impoii ol pulses so as lo case the price 
situation by increasing av.ulabilily in the 
domestic niirkcl there beinu a gap ol < 
million tonnes between demand and supply 
It was fell 111 It iiriporl ol one million tonnes 
ol pulses h id to be elicited iirgently tor 
whichNAI I D incISFC have been deputed 
A compiiisoii of the domestic and 
inteinaiion il prices reveals that 
in'ernational prices are lower lor arliai by 
16 54 pci cent lor moong by 16 96 per 
cent and lor ui id by 18 76 per cent 

M irket iiiiv ils as well as procurement 
ol wheat until May 10 wen lower by 21 
per cent than i vc ar ago in the same period 
Piocuicmc 111 was allec led initially by diesel 
short ices piiiicularly in Punjab and 
Haryana ilelaving market at 11 vals by aboiit 
hall a month I he situation has however 
begun picking up and wheat procurement 
by the close ol May had reached 10 Ip 
millK'ii tonnes arrivals having been lljl 
million tonnes 1 his is lower by only ^8 
lakh tonnes than Ihc figure in tie 
cotiesponding period last year 

Ihc govcinmeiit has set a procurement 
taigci ol n million tonnes ol wheat ll|is 
season is .igainst 11 95 million Ionics 
procured last year Wheat proturemenliin 
1995 96 IS expected to cross the prevKUs 
year s tiguie but is expected to be below 
the target set tor the year As a result ol 
continued procurement, total foodgr in 
slocks in the central pool on May 15 i*as 
26 14 million tonnes, slightly more lian 
last year s level .Slocks on July 1 pre 
expected to be around 56 million tonfies 
- far in excess ol the buffer stock nijrm 
of 22 5 million tonnes I 


on food had roeommended a staggered 
procurement system with a gradual increase 
of the suppoa price as the season progresses 
Since procurement will inflate foodgrain 
stock further, India is well placed to export 
and this aspect will be considered next 
The world rice trade during 1995-96 is 
expected to touch 16 5 million tonnes, from 

14 million tonnes in 1994 95 India 
accoiding to the United Nations' Fooil 
Outlook repoit, is likely lo increase its 
share in the world market this year to I 4 
million tonnes from the last year’s figure 
ol 6 lakh tonnes This increase would be 
possible because ol a bumpei rjee crop and 
large accumulated stocks as well as 
incrcMsed demand liorn several countries 

China last year’s fourth largest exporter 

15 likely to become the world’s largest 
importci ol rice in 1995 owing to a drop 
in Its rice production Whether it would 
continue to impoii laige quantities ol nee 
would depend on the early iicc crop still 
on the giound 

Pakistan s expoits are likely to come 
down due to pool output last year Indonesia 
IS expected to import one million tonnes 
this year while Nepal is also expected to 
efiect impoits the output ol iice showing 
a 15 per cent drop in 1994 According to 
reports Bangladesh, laced with high rice 
prices, IS also conleinplaling import of rice 
North Korea, laced with a serious rice 
crisis had iccently requested the Japanese 
loi rice South Koica sent rice to their 
noithern brethren in un maiked bags and 
It IS expected that substantial imports would 
be made by this country 
The big question is whether India will 
be able lo take advantage of this enhanced 
overseas demand The government has 
estimated rice export of around 2 86 lakh 
tonnes, valued at Rs 218 crore in 1994-95 
against actuals ol 1 95 lakh tonnes valued 
at Rs 140crorcin 1995-94 This indicates 
that expoits Irom India have not been much, 
despite the country having bumper crops 
for the past many years 

I his IS piobably due to operational 
problems faced by the traders, wbo are not 
al lowed by FCl to change lots FCI moreover 
gives preference to PSUs, some of whom 
arc even alleged to collect a commission of 
2 per cent for acting on behalf of private 
exporteis in the open market sales scheme 
Furthermore, pnvatc exporters have to bear 
the brunt of shortages dunng transit There 
are alsd problems in obtaining wagons for 
the transit of cargo from warehouses to ports 
At Kandia the congestion frequently leads 
to delays and demurrages 
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The Fiood Corporation Indi jf(FCt) has 
been authorised by t he government to export 
20lakh tonnes ol nee at international market 
prices with no subsidy clemeni 

In response to the above, the FCl has 
secured export orders lor the supply of 7 
lakh tonnes of nee to various parties It was 
realised that there wcie better prospects tor 
exporting rice than wheat since rice prices 
were more competitive It was also realised 
that the stock ol rice in FCI’s godowns were 
not up to international requirements, the 
percentage ol brokens being more 
Accordingly FCl preferred that other 
agencies do the exporting alter having 
upgraded the rice 

FCl IS attempting to gear up lor the 
export etlort by moving the maximum 
quantity ol best quality rice Irom Punjab 
straight to Kandia port lot loading the 
ships dovetailing this movement into its 
icgular monthly grain movement plan 

The 1 ok Sabha standing committee on 
lood, civil supplies and public distribution 
in Its report has slated that the government 
should come out with incentives to stimulate 
the production and cxpoit ol h.ird wheal, as 
most Indian wheat is soft i e non durum 
chappaii variety which is cunsideicd 
interior in the international markets Indian 
wheat has a gluten content ol about 10 11 
per cent as agains* international standards 
of 12 n per cent Accordingly, the export 
piospectsot Indian wheat aie not Iavourabic, 
Indian wheat being quoted at S 100 a tonne 
as against hard wheat prices ot $ 160 180 
a tonne in the world maikct 

Faced with mounting stocks, the 
government has authorised FCl to undertake 
wheat exports up to 2^ lakh tonnes in 1995 
96 at prices ruling in international markets 
and without any subsidy clement FCl has 
also been authonsed to sell 50,000 tonnes 
ot wheat to STC lor exporting to other 
countries Last year FCl had been allowed 
to export durum wheat up to 3 million tonnes 
from the open market subject to a minimum 
export price (MEP) ot $ 160 per tonne, but 
this stipulation was removed in September 
last year 

Indigenous production ol nitrogenous 
and phosphate lertilisers was at an all-time 
high in 1994-95, viz, 141 43 lakhdonnes 
of urea and 28 23 lakh of di-ammonium 
phosphate (DAP) due to high capacity 
utilisation by practically all units Even 
with the prospect ol an increase in 
indigenous production in 1995-96, import 
ot a^ut 3 million tonnes of urea and 6 lakh 
tonnes of DAP will have to be arranged 
for With larger sales and higher average 
price ot imports the subsidies bill is likely 


to exceed the budget estimates by over Rs 
I,(XX) crorc in 1995-96 
With the dark days of 1991 well behind, 
the nation’s granaries are already 
overllowing With a good monsoon being 
predicted, the problem today is not one of 
shortage but ot excess This is a peculiar 
situation which seems to have caught the 
government on the wrong foot With the 
monsoon am ving, the government has started 
preparations lor stockpiling of this year’s 
loodgrains The nation already had a huge 
stock ot 36 million tonnes with the rabi 
procurement season coming to an end To 
meet this situation the government, though 
belatedly, is initiating certain measures 
To begin with the government, m order 
to augment storage capacity, has amended 
the 1995-96 budget proposals to reduce the 
import duty on agricultural silos from 50 
per cent to 25 per cent Thereby the 
government hopes to ensure the proper 
storage ol foodgrains and reduce losses 
The government has also decided to adopt 
await and-see attitude to procurement The 
parliamentary standing committee on food 
had recommended a staggered procurement 
system with a gradual increase of the 


support price as the season progresses The 
government has also attempted to improve 
the quality of procurement by stepping up 
the quality restrictions - broken rice would 
now be permitted to the extent of 20 per 
cent (instead of 30 per cent as before) Tins 
will raise the quality to international 
standards somewhat 

Faced with the stagnation ol foodgrains 
offtake under the public distribution system 
(PDS), the government is concentrating on 
the revamped public distribution system 
(RPDS) which has a higher otttake 

The huge stock of foodgrains costs the 
exchequer heavily to maintain and the 
government is attempting exports on a large 
scale For this purpose the FCl has been 
roped in to augment the efforts by STC and 
MMTC 

Although a number of steps have been 
initiated to meet the situation, these have 
not been comprehensive and much remains 
to be done Despite the government’s 
altitude of taking complete control of the 
sugar, fern User and cotton sectors, it would 
perhaps be best if these were allowed to 
respond Ireely to the economic conditions 
to be able to face the globalisation trend 


radical 

JOURNAL OF HEALTH 

ApriLJune 1995 


Understanding Mental Distress Contributions 
ot Frankfurt School 

Indian Practitioners of Western Medicine 
Grant Medical College, 1845 1885 
Cultural Relativism, Ethical Imperialism and 
Reproductive Rights 

Making Way for Pnee Rise New Drug Policy 
Reproductive Rights and More 


Parlhasarathi Mondal 

-Mridula Ramanna 

-Ruth Matkltn 
-Wishwas Rane 
-Lakshmt Ungam 


Plus Compilation of relevant data on status of Indian women and other regular 
features 

Single Copy Rs 25 
Subscription Rates 

India: Individual Rs 100, Institutions Rs 150 

Foreign: Individual 


Asia, Africa and Latin America $ 15 
Other countnes $ 25 


Institutions 

$ 30 
$ 60 


Remittances may be by cheque or draft made out to Radical Journal of Health 
Please Add Rs 20 for outstation cheques All communications to 

Radical Journal of Health 

19 June Blossom Society 
60-A Pall Road, Bandra, 

Bombay 400 050 


and PbMjcal W^efay July 15, 1995 


1733 



Journey through America’s Backyard 

Raghu Krishnan 

What Mnke the innellei in Nuutuf’ua is not only the poverty of the 
people whuh in ttilth has 'set to teach 'hulian ptopotturns' - hut also 
the ihaos atul seiisi of social paralssis And Nuaiagua is a countty 
whuh IS so sets’ Atnetuati in the propet sense of the term 


I RI-CFNl I Y icliiMii d lo Mcviiot ily from 
<1 two weik trip nviilmd lioni Man.i^tua 
Nicaragua It m is mua iliiii loiiiisni sinti 
I had hren iinulvid in solid.iiii) idoits with 
till Nu iiagii III ki'voliilioii and S livadoi.iii 
ichcl nun mil III iii llu laii IdKOs In 
iitiospiil I( IIIsll liovs Ihi IWOSandinisla 
I Ircioial doll at in Nil ii igiia and tlio lailuie 
111 till' fMI N iiniinei linn in J I Salvadni 
in I III IdS') wen pLisoinl dcicals lit i sort 
And It IS satL In su 111 il I vl n ili'l .iIoiil in 
this (cl ling 

I-or iliL'ii pul tliL iiKii 111 pinvi'i in 
Washinglon and oilii'i imperial eapilals 
clalod I'v the ikloat id the iLvuliitionar) 
imnenimt iritliLsolwoi ouiuiii-s diiink with 
Ihcti told wai vii lory ind disii lelcd llu 
ttonoiniL mess they hive m ilcd at honu 
have iiinvenicnilv toigolien the (leoples 
111 Onli il Aimni i I iii my part 1 wml in 
the hopes ot disiovermi’ whil is ind whil 
might hive hem But is llic d.iys wliiI hv 
It bee imeLliailhatllnilnolpreparid mysell 
idnimtelv lor the tup 
Il IS nol 111 It poveiiy is somLihmi; new lor 
mi I have bei n Ihioimh India on i numbei 
ot OLLasions and iLliially lived there lor 
seveial monihs in reLiMil vi at •. Wh il strikes 
voii in N'taiagui is nol only the poveilv ol 
the people you SCI whieh is iiiiih h is \el 
to real h Indi in pioporlioiis but ilso llie 
sense ol i h.ios ind soi nip iialysis Some W) 
|XM eeni ol the aetive popul ition is siid to 
be unemployed Desiioyedby iheeaiihquake 
ol 1972, M inagua still does not leallv exist 
IS a city we would renignise as sueh No 
downtown and g iibiee laden and weed 
Idled I tiiply Itclds and mini Bomiuy esque 
slums bordei what lew buildings you m ty 
liiid 1 veiy soeialI itegory tromthesmillest 
ol ehildien to the oldest and most liagile ol 
men ind women tiv lo set ipe out i living 
selling whatever they ean lioni snaeks to 
‘mall eonsunier Items 1 heie has been no h t 
up in the use ol eholeiaeasi s in the country 
I'verydiy the papeis iie Idled with grizzly 
and heat I wrene hiiig stoi le s ol suic ides road 
aeeidents tiimcs of passion involving 
teenagers and muidei And it is s iid Ih it the 
silti.iiion 0 mill h worse iinuralaicas vvhere 
the poor don l even have the liixuiy ol 
others heiring witness to and shiiing ilieii 
misery Sulliec it to s ly that this is not the 
land ot milk ind honey the I'S backed 
eandidates pi omised w mild lol low the defeat 
ot the Sindinisias in the 1990 cIcLtions 
And 111 truth this was noi the Nieaiagua 
I had imagined However nuieh 1 knew about 


Anieriea s misdeeds in its backyard (.it 
home and around Ihe globe) I was simply 
shocked by how such i situation could exist 
so close to the I S the wealthiest country 
111 the histiiiv ol human civdis ition Look 
It your map ind you will see dial alter ill 
wemC an nil iie nolsoveiv I ir iw.iy either 
Asthecrow Dus VI inagti i is neatly .is close 
to roionlo IS 11 IS to 1 os Angeles 
And It IS 1 eouriliy whieh is so very 
Ainetie in in die piopei sense ol Ihe term 
a pioduci III I uiopeaii colonisatiun 
genocide ihsiiuction immigration, 
innovation iiitci mingling mil anti colonial 
rejuvenation 111 die New World One sees 
while pco[ili v uions shades ol brown tell 
till Anieiindiaii cheeks and eyes a lew 
Bliiks lioni the All inlii ( o.ist and 
evervihing in beiween And so very 
Aineiic 111 III the mine modern com 
meici il SI n‘e ot llieti im Take b.isch.ill ten 
ex.implc lodiiiiiunic f ub in manoeuvres 
in Nicaiigui die veiy iighi wing Olivet 
North once used s iii line photos ol baseball 
dnmoiuls IS pi out decl.irmg Nie.iiaguans 
don Iphy b iseb ill Cubinsdo yctbrseb.lll 
the Aiiiciuaii pastime is evcivwhcie in 
Niiaiigui Irom the Nie.uiguin le.igtie 
pi ivollsih II1 1 lied die papers iiid TV si reens 
diinng my visit lo the kids playing with i 
siiek Old die pit III an .ivoc ido m Ihe street 
What late 1 wondeied awiiicd those less 
Aiiietic III benighted and distant peoples 
ol Asm and Vine i ’ 

I con West Irom M.itngua low.irds the 
Hondui in bolder is a tiadiliori.il centre ol 
r.Khi.ilism rri Nicaragua and remains i 
Sandinisn stionghold Ixon is a real iiiv 
ih.itpreserves iSpanisheoloni tlleel grand 
c ithedr.il pi iz i .md all It is beclei keel with 
radical murals and graffiti .md in spile ol 
the ciisis let nils a sense ol comniunily 
eordialily ind hope which I was able to sense 
in my me indi rings and in conversal'oiis 
with ix'opic 

I his imloruinalely didn’t save me lioiti an 
unple.is.iiii dinner conversation with two 
students one I tom Granada, the other Irom 
M.in.igu I both dec idcdly unhiippy wrthfhcir 
r iclical siudeiii suiiotincJings Fhey^old me 
that things weic better under Somo/a. and 
that the wiliv Sandinistas had managed to 
convince loieign opinion that (hey were the 
victims when m J.ict the very opposite was 
true One ol the two had studied in ^ain 
and spoke .idminngly of the achieveificnts 
ol Franco and his regime It nothing else, 

1 would be ible to leave Nicaragua fSee of 


aby and olrimatefy' 

itiutions about how Nicaraguans werd since 
ot idealists and revotufionanes 

So there is disbelief that such a situation 
of poverty and insecurity could exist so close 
to the US But fuilhci on, there is anger that 
this same country did everything it could to 
prop up Ihe hated Somoza dictatorship until 
Its dying days in 1979 and to strangle this 
humble people s attempts to make something 
bcttei ol their country 

The Gallery of Heroes and Martyrs in 
Leon IS a rcmindei ol the terrible human cost 
ol US polic y towards Nic.ir.igua Photo after 
photo ol voting men and women who died 
oltcn toriiiretl lo death in the light .igainsi 
the US backed dictatorship, .ind afterwnids 
intheUS sponsored Contra w.if fheelderly 
woman whi > lours y ou around Ihe place hi i sell 
lost Iw o sons In keeping w ith these unhappy 
limes Ihe place m whichthegalleiy ishoused 
IS cumntlv the object of a propeity dispute 
with the lormei pio Soinoz.i l.miily th<it had 
morig.igcd the house and fled Ihe country 
beloic the Revolution now demanding its 
reiutn 

Invited bv dockworkcr li.lde unicniists, I 
wc III to the pint c ity ol Cormto on the Pacific 
CO 1 st I his was the port Ronald Rc.igan 
mined 111 1981 and then attacked with 
submaimcs m 1984 blowing up r lew oil 
storage tanks in Ihe pioccss That such a 
sleepy dusty ..nil hot oven ol a town should 
be the ob|cct of manoeuvres by the US Heel 
says a kit about the cowardice and heaven 
help us ill the m.idness, of the architects ol 
the New World Order 

Il seemed all tlie more loohsh because 
Coiinto IS no ir<idition.il boiling c luldroii of 
radic il'sm As things go in a small 
impovciished nation, portwoikcis arc a 
piivileged lot and were tre.ited rcl.itively 
well under ihc Somoza regime I met some 
oldci ones who even said things were belter 
then than under the S.indiiiisias to the rolled 
eyes ot other more politicised .md yoiingei 
dockers In a w.iy things were better under 
Somoza lor dockets no American blockade, 
no war ongoing government effoi ts to nurture 
the allegiance of a privileged layer of the 
workingclass and Ihe global economic crisis 
hid nol yet fully hit I was told that there 
w.is very little support lor the Revolution in 
Cormto until 1978, when Somoza had his 
soldicis cany out ‘Operacion Limpic/a 
(Operation ( lean-Up), in which, in a 
desperate bid to stem the revolutionary tide 
in the country every able-bodied young man 
was hunted down and killed 'I his created 
widcspic.id revulsion in the town, and sent 
those youth that could get away in flight lo 
the protection ol ladical centres like Leon 
There s nol much happening at the port 
these days given the efconomic crisis TTic 
workers’ salaries have been frozen since the 
Sandinistas were defeated in 1990 On 
average a dcKkcr, still relatively privileged, 
makes about 1,000 cordobas, or about 150 
US dollars every month I was told that 
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Sandini5tas, who ftad put progi^ntlnes m 
place (0 help the young women in quc&uon 
tind other lines ot work 

One gets to the highway to Tegucigalpa, 
Hondutas alter taking a senes ol pai ked and 
somewhat |x:rilous buses through the hilly 
areas ol Nuarngua surrounding F.steli The 
buses aicoltenjust yellow school buses Irttm 
theUSandC'anada olten with then mai kings 
and signs untouched I took one that had 
bilingual signs inside in hnglish and French' 

The thing that stiuck me most about 
legucigalpawasthestiongChincsepresente 
1 stayed at the Hotel Nankin’ .utd ate a tew 
plates ot Chmese lood at some ot the dozens 
ol Chmese restaurants spiinkled thioughoui 
thecity Fventhe non Chinese places seise 
Chinese food or some lacsimile thereot It 
warmed my Asian heiit I he iity itsell is 
pleasant ciiouc’li suiioiindinc .is many in the 
region seem to be by hills md mountains 
Ikic as in Niiangua ind 11 S.ily.idoi a 
ma|or soti.il and political siiueglc is centied 
iioundthe pi inned piivatis ition ol the state 
owned lele|)hone comp.iny which would 
undoubicdiv Ic id to mass dismissals higher 
laics knihci concentiation ol weilth and 
|!owcr md a loss ot soseieignts m the kev 
It leconnminic iiions lield 

I happened to be m remit m.ilpi on ihe 
day lhai telephone woikcis wini on siiikc 

lor the (list tinu m Hoiulman histoiv i 
newsp.i|H'i icpoiltdttinn suipiise and pass 
by then iKcnpalion ol the Mondulel mam 
ollice m Ihe city s dosvniown When I went 
by atioihci hrmtli tlu lollowmg morning 
ihc woikers h.itl been ejected .md i lew 
boieci hut amply iinieil solditis stood 
tHitsidc the cniunte 

Ihebiislioni Icgiuig.iIpaloS inSals uJoi 
M Salv.Klor lakt s you tliiough Ihe .ire i Ih it 
was one ol the mam /ones ol connit t duimg 
the icccntly ended wai bcisseen the I MLN 
lebelsandihellS b.ickc'tlc’oscinmi-iii Iheie 
aie signs ol constiuciion on empty lots lor 
wailime leliigees returning lo the aiea but 
Ihe general lec'ling is one ol leirible poscity 
and decrcpiiuile amidst beautilul steneiy a 
secne' rcfic.iied in tar loo many parts ol Ihe 
third woild Anyime laniihar with the 
I mdstape and rectnt history ol Sri Lanka 
lor cyamplc would leel at home in LI 
Salvador 

II poveity at all has .i hiimoiqus side, il 
IS to bo lound in the music that you get lo 
hear on busesgomgthioiighCentr il Ameriea 
especially outside the major cities II 
seems that niy K-Tel ‘Puic Gold LP liom 
(lie mid-1 and .i numberol olhccpei ipic’s 
S ti.iek cassettes did not meet such an 
unhappy end altei all 

W'hen you leave the airpoii |usl north 
ol Colombo, Si I Lanka, you emer Ihc 
Katunayake tree-trade zone (on the Canada 
Fncndyliip Road ') erammed with evport- 
oricnted laetoiies and workshops 
employing throngs ol nimblc-lmgercd 
young women liom lural areas, slogging 
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rights. And so il goes iit, thifc li|>pfoach to 
San Salvador where you can see the young 
women in Ihe San Marcos Zona Franca 
who make about 1 («) US dollars per month 
in (ciiibic conditions, and arc toibidden to 
join unions San Salsador. the city itscll 
detmiiel)/ takes the 1995 award lor black 
smoke and impossibly poiiKless 
hoinblowmg It is a ciiy that at times bui 
only biiclly and inconclusively made me 
letliink mv lonplimc love lor in ban squalor 
and chaos 

Fuithci horiois iw.iiicd After a lew 
minutes’ ride on one ol the cils 's nmi dcroiis 
buses you lind vomself in dciwniown 
Mississauga on a wide bouley ird 
iHoulcv.ird de los Heroes) suriounded by 
Me Donalds, Buigei King, W'cndv s Pi/z.i 
Hui Iexaco. Fsso and ,i mmiaimc version 
ol Square One called Meirocentro On ihe 
same sliip is a Miper aic.idc twith video 
uaincs, biimpei c irs l.m tides ind sooni 
c died I I MimdoFeli/ .thcH.ipp) WcuM 
Standing tlieic bisking m the glow ol FI 
Mimdo Fell/ s Honcsl Fd style ll.ishing 
lights ga/ing .11 loss It the Ituigei Kmc 

I meditated upon the yeais ol brutal si iic 
spoiisoted viohnu torture mil cnnclme 
poviris upon which this comenii.iiion ol 
wealth sloeid I w.is told that even at the 
hiichi 1)1 the wai mel killings by icciiitly 

II ictisaicd do nil scjii.ids Ihc aic.i w is 
nmeh as it is now 

Il Was h.iril i(> bcliecc that I was m the 
same lountry alihouch when you see tlic 
ligures on I I S.iU idoi s not m'.ipmlic mt 
Wealth iiml Ihc w ly it is disinbuieel il .ill 
makes sense How snih extremes could 
L.) exist at such .lose cpi.iiteis dsii he 
eonics ippaiini when voii sec the do/eiis 

III hcMvdy .irmeclsccmity guardssiatiimciJ 


«pWe of 
business and the truckloads of poiice doing 
their lounds of the neighbourhoixl Alter 
being 111 the oily lor awhile, you gel used 
to a consl.mt tear ol violence 1 leaiiied 
lor example, that one night a tew months 
bclore the place I was staying h.id been 
stoimed by lieavdy-armcd bandils Armed 
hold ups on public buses aie a tegular 
oc c uirence I waxed quite indignant on one 
oec ision when, lorihelirsitimcinmyiitc, 
I got spi'Lial allcnlton horn one ol the 
Mexican immigratinn inspcctois that 
boaidcd the bus on about 10 cliilerent 
occasions duiing the bus journey Irom the 
(hiati'm it in binder lo Mexico City 
Al die Inst inspection aboul a do/eii 
undocumt'iueci aliens all young f’eniral 
Amciuan men were lemovcd troni the 
bus, picsumably to be expelled back to 
(iiiatem.ila .md points beyond Another 
siispic nm c onhi meil the nunc borders open 
up loi c.ipiial md goods, the tighter they 
close to human beings espcci.dly wlicic 
the lice Hade is belween .i lirsl world’ 
inel ,1 'lliiid woilil nalioii 
Al a l.iict ihcikpoinl, .dtei pcrioiming 
the usual passpoii check and i|uesiioning, 
one smiling mspeiioi asked me d 1 was 
I Hindu Vc s, ms p iients irc Ironi India, 
lieplicd Oh I SCO he said it s jusi that 
cctiyonc in Ihc depailmcni seems to be 
eciy .iti.iid til Hindus these d.ivs' Hut 
then I leplied we aic an innocent people 
And this Hindoo to par.iphi.ise a poem 
I once ic.ul couldn ' huit i llv 
Mississ.iug.i IS I rcsiclcnii.il and 
e ommeic i.il siibuib ol Metiopolitan 
loioiiio and h.is seen spectacidai growth 
osei the last 10 I 5 vc.iis Mahon is ,i part 
ol Mississmg,! ind h.is a si/cable souih 
Asian community 
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A Fuller View of the Emergency 


As the Congress(l), the perpetrator of the Emergency, appears to be 
heading for its final end and as the victims of the Emergency are in 
ascendance, this is an occasion for going beyond condemnation and 
instead attempt a more dispassionate understanding of the phenomenon 
and Its place in the evolution of the Indian polity 


BalraJ Puri 


THE inlamous Emergency is being recalled, 
two decades alter its promulgation, with 
well deserved universal c ondemnation There 
IS hardly a dissenting voice to justify it As 
the Congress! I), the perpetrator ol the 
Emergency, appears to be heading towards 
Its final end and as the victims ol the 
Emergency are in ascendance, it should 
rather be an occasion for going beyond 
condemnation Fhe distance of time should 
further be used to attempt a more dispas 
Sionate understanding ol the phenomenon 

I belonged to the camp led by Jayaprakash 
Narayan when national politics was polanscd 
between him and Indira Gandhi I cherish 
my life-long close association with the great 
man and the amount of al fection he showered 
on me But i was not hts uncritical admirer 
He respected me all the more lor this reason 

With these credentials I attempt below an 
objective assessment ol the contribution of 
the two mam characters to the collapse of 
the system in I97S 

First, 1 recapitulate the traits ol Indira 
Gandhi’s insecure personality that made her 
seek security in an authoritarian set up 
Second, I would show how anarchist streaks 
in IP's philosophy led him to join his 
adversary in wrecking the system 

'It was a proposal regarding coinmilling 
suicide that we were just discussing” with 
these words, or in almost so many words 
Indira Gandhi prefaced, with a grin on her 
face, the announcement to hold general 
elections to parliament, bclore an assembly 
ot chicl ministers m the evening ol January 
18, 1977, after stepping out of a cabinet 
meeting which heard and approved the latclul 
decision m a manner to which it had by now 
been well used The chief mmisiers, who 
were in the capital to attend one ol their 
periodic contcrcnces had been inviicd to the 
pnme minister’s house to be the First to 
formally hear the cabinet decision 

Evidently she was pretending to be 
humorous And the chiet ministers too. did 
not read anything more than what met their 
eyes then But was it a Freudian slip, 
indicating her sub conscious sense ot 
insccunty and fear' 

PssciioLOGicAi Makc Up 

“What has happened is not surprising' 
Indira Gandhi said with a hindsight She was 
always warning about agencies, she told the 


post election session ol the All India 
Congress Committee held m New Delhi on 
May 5 6, 1977 which would not let us 
function and would weaken if not destroy 
Congress She added fatalistically it was 
perhaps inevitable that they would succeed” ’ 
Indeed she has warned times wiihoui 
number, before during and alter the 
Emergency against internal and external 
threats to the stability, unity and very survival 
of the nation as also to her own lilc 
In theCongress session held al Chandigarh 
in January 1976 where the party president 
Dev Kant Barooih summed up the ideology 
of his party as loyally to Indira Gandhi , 
amidst dealenmg cheers, she gave vent to 
her sense of loneliness In her address, hitting 
hard all around she accused her colleagues 
ot having remained silent spectators when 
she was being attacked and her character was 
being assassinated by the opposition She 
asserted that she had met the challenge alone 
and would do so m future also 
Referring to her cabinet colic.agues she 
said way back m 1972, in a press interview, 
what do you expect me to do' I am 
surrounded by a bunch of idiots ’' Sasthi 
Brata Imds three iraits in this remark The 
tirsi IS Iranlic impatience wiih the Irailiies 
of other mortals born ol a pathological 
conviction in something approaching one s 
own divinity I he second is culpable 
contempt of one s countrymen And the 
third IS an ominous pointer to the kind ol 
actions such a personality might take il ever 
It was thwarted in any held by those it 
considered intinitcly inferior 
Similar traits ol her personality were 
manilestcd soon alter being elected prime 
minister in 1966 Expressing her impatience 
and contempt for persons and institutions 
she had to woik with, she said "Our party 
workers remain as backward and ignorant 
as ever The trouble is that Congress has 
never succeeded in evolving into a modem 
party Sometimes, I feel that our 
parliamentary system is moribund 
Everything is debated and debated and 
nothing gets done ” 

Risi or Mediocrity 

Such a person cannot suffer an institution 
where he or she has to face an equal or 
superior nor would an equal or superior 
person would be tolerated ‘ Stxin alter 1967. 


she became suspicious ot people who had 
a standing in public life,’'’ Janata Party 
president Chandra Shekhar observed 

Men and women around Indira Gandhi, 
in the words ot Janardhan Thakur, 
‘ conslilutcd so much mediocnty so much 
grossness and insignilicance ot character 
that would have been hard to find even in 
the minor courtsofthc Italian Renaissance ’ 
According to M O Mathai special assistant 
to her father, unscrupulous, crude and 
small men and an immature boy took charge 
of her * 

Arethc lascist traits ’Accordingto7 hakur, 
Fcroac Gandhi called Indira Gandhi a fascist 
in 1959 when she was Congress president" 
•^escribing symptoms ol fascism, Arun 
Shouric ss rites A regime ol this sort Filters 
a particul ir brand ol persons to the top - 
mcdiocic weak men strutting around as 
strong quick to make deals with any 
adsenturcr,cynic il dcvoidofall principles ’ 
Quite apart from the filtering pioccss of the 
regime s structure, he continues, the per¬ 
sonal sccuiity ol the usurpcr(dictator) re 
quires that only such |x:rsons reac h the top 

That the psychological iraits of her adult 
and public lite discussed above had early 
beginnings is admitted by Indira Gandhi 
herself She says My own childhotxl was 
an abnormal one lull ol loneliness and 
insecurity " Hei fathci Jawah.ithl Nehru 
had in i letter to Vijaylikshmi Pandit dated 
June 2 I9M further remarked Indu 
revolves round hcrstll sell centred she 
hardly thinksofothcrs-expectingcvcry body 
to minister to her comlorfs ' 

Aiiiiiokiiarian Piksonai iry'' 

At the same lime having inherited the 
Ic.idership from her I iihci and grandlathcr 
she hid convinced hcrscll thit she was 
dcsiincd to play a great role She m litci 
succeeded in ciealing the impression that 
she wanted to peipetuate a dynastic rule 
evenafterher Quite honestly’ shcbelicvcd 
in 1966, 1 was the only natural choice for 
the job " Since childhood she had fancied 
hersell as Joan of Arc She is once reported 
to have said that she would like to go down 
in history as a strong personality, somewhat 
like Napolean or Hitler because they would 
always be remembered ’ 

In order to live up to the ambitious role 
she had aspired tor she had to project the 
image ol a brave leader Fear and Indira 
Gandhi do not go toget her , she told pressmen 
in Srinagar in October 1977 But if she was 
really fearless she need not have always 
tried to seek abnormal powers and safeguards, 
much more than requi red in a gi ven situation 
When, tor instance, her law minister H R 
Gokhale told her that he had ensured, through 
necessary legal and constitulional changes 
99 per cent chances ot getting the high court 
decision on her election reversed in the 
Supreme Coun, she is reported to have 
insisted "make it cent per cent” 
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things out of {bar"’* ^vas also the v^lct of 
Jayaprakash Narayan However, a burning 
passion to be on (op and urge (or perfect 
security tended to make her a reckless 
gambler Mathai claims to tiave once told 
her father that having had no security right 
from childhood, “insecurity will shadow all 
her lite and her actions will largely be 
governed by it" *" 

Does an ambitious person, who is basically 
lonely, insecure, suspicious sel(-centred and 
reckless answer the description ot an 
“authontarian personality"'”’ 

While It IS possible to explain much ot 
the political bchavioui of Indira Gandhi and 
Its impact on political developments in the 
country in terms ot her psychological make¬ 
up, an attempt to explain the entire 
phenomenon called the Emergency in terms 
of the role ot a single person would also 
tantamount to a belief in a sort ot ‘personality 
cult’ in reverse Psychology ot a leader may 
be a necessary but in no case a suflicient, 
condition lor his or her becoming a dictator 

Anatomy 01 AtmioKirARiANisM 

An authoritarian regime comes into being 
hvit merely due to psychological compulsions 
ot the ruler but also in response to the 
psychological needs ot the ruled When tear 
ot external thre,U or internal ch,ios grips a 
{leople insecurity caused by economic or 
political lactors haunts them gap bctivecn 
expectations and achievements vs idens ,ind 
the democratic lorccs fail to channel the re 
sultant Irustration, cynicism and impatience 
of the people, and chauvinistic lervour 
atomises group and individual identities, a 
psychological atmosphere is created for the 
search ot a ‘strong leader’ When democratic 
institutions prove inadequate to represent 
and express the power urge ot the people 
- one ol the basic and legitimate human 
urges - their .Tccumu latcd urge gets idem 1 1 icd 
with the supreme power ol the leader 
Also, ‘people have a latent desire towards 
dependence and want the comloit ot 
irresponsibility”, says Einstein while 
discussing the causes of the origin ot lascism 
which ‘depends on ^e desire of many (K'rsons 
to submit and obey^’"* A DGorwala “almost 
begins to suspect quite a number ol Indians 
arc not averse to tyranny and do not even 
tccl very strongly about its worst excesses 
While sadisl-masochist psychology ol the 
ruler and the ruled that drives them towards 
authoritarianism is dilficult to read and 
measure, political, economic and social 
factors that create such a psychology and an 
authontarian atmosphere can be objectively 
identified It is tmponant to rememt^r in (his 
context that it was not an effective and 
etficient democracy that was demolished on 
June 26, 1975, it was an ailing system that 
collapsed on that day 
The following dcscnption of the national 
scene in the year preceding the Emergency 
might not be off the mark. “Almost every 
aspect of the system is afllictcd The value 
9f money is vanishing with accelerating 


Vjl«^ioymbnfir imd 

ifisparitfes tuemounting in direct proportion 
to the explosion ol expectations and promises 
of ‘ganbi hatao’ The crisis in investment, 
production and distribution mocks at our 
protessions ot planning and socialism The 
political system is unable to contain or 
provide an adequate outlet to the popular 
discontent Voles do not accurately measure 
public opinion while legislative scats arc not 
proportional to the votes pol led by the parties 
Popularity alone does not enable a politician 
to share or get power Practically the whole 
society IS corrupt No political leader can 
win an election or survive politically without 
resorting to corrupt means No businessman 
can remain in business unless he ev,ides 
taxes and greases the palms of administrators 
for getting permits licences, allotments and 
thousand and one lacilitics from the 
government No government official can 
make both ends meet and live up to the 
standard his colleagues arc maintaining 
without accepting gratifications 

Apart from the state of economy recorded 
in ollicial documents political situation 
rcllecled in legislatures and morality 
prc.iched from the state, we have a parallel 
economy a parallel imlitics and a parallel 
morality 

We have noted that Indira Gandhi had 
heisell expressed dissatistactioii with the 
system Apait from blaming the ‘ backward 
and Ignorant ’ workers of her party antf the 
nionhund ’ parliamentary system she said 
on top ol all this <he inertia ol our civil 
servants is incredible Sometimes 1 wish we 
h id a real revolution, like France or Russia, 
It the lime ot independence 

Atiack on nil Svsn m 

Talk ot changing the system started in the 
luling party itself A Congress MP, Shashi 
Bhushan, 0 |Knly made out a case tor a 
limited dictatorship’ The then Congicss 
president D K Barooah, thought “it inclevani 
to look lor foreign inodelstodescribc, justify 
or dcicnd Indian democracy” The habit of 
being guided by foreign models, he said, 
often leads people to desenbe the absence 
of a viable opposition as a weakness of 
Indian democracy 

The ideologues ol the regime propounded 
alternative concepts ol democracy and 
I aiionaliscd the decision to scrap the system, 
which was working till June 25, 1075, in 
thenamcofpeoplcanddeinocracy DVUrs 
vice-chanc cllor of the University of Mysore, 
expressed the following view 
‘Times without number we quote the 
founders ot English democracy, French and 
what not This has led to the creation of 
a universe of discourse which not even 5 per 
cent ot our population understands ’The 
multitude, (he bulk ot the society lead a life 
that IS delinked from the ruling thought of 
the country ’’” ' 

‘TTie national ob)cctivc ot socialism”, 
observed K LShrtmali, then vice-chancellor 
of Banaras Hindu University, “cannot be 
achieved without a high degree of social 


dttdpHne”. Heme tie arfMd, "everytiiiiig 
that stands lit the way of elTecting basic 
changes should be removed "** ‘Everything’, 
we know, included opposition parties, free 
press, independent judiciary, fundamental 
rights and democracy itself 
Indira Gandhi herself seemed to believe 
that opposition was unnecessary in the initial 
ph.tse ol building a country because “there 
weic not many paths to choose from when 
they were doing the basic things’ In an 
interview to the New York Funet as late as 
in early February 1975, she explained, on 
this ground, “why so many countries have 
given up democracy” ” In a biography ol 
lndiraG.indhi, Uma Vasudevaquotesanolher 
statement made by her as far back as in early 
mSOs in which she said “In order to‘make 
the country strong, remove poverty and 
eradicate illiteracy, it would be better not to 
have anv opposition parties ’’’•“ 

PoRn NIS 

The ground was thus prepared for 
tampei ing with the system and for “increasing 
identification of the government with the 
Congress Party especially since the armed 
victory over Pakistan, in public media as 
well as elsewhere” ’’ Re.iding the portent in 
these contributions to Parliamentary 
democracy a sober journal like the 
I (onomu (Util Poittii al Weekh suspected as 
early as in September 1972 May be 
somebody has already taken a decision that 
to promote faster economic growth in the 
country, a guided democracy is the most 
essential of prerequisites ” " 

Analysing political trends in the country, 
the socialist leader N G Goray came to a 
smiilai conclusion in an article in lanaia 
dated July 22, I97J, significantly tilled 
Gelling Ready for a Dictation’ 

In the European Conference on Modem 
South Asian Studies held at Heidelberg m 
1972. Devid Potter of Riitain’s Open 
University expressed the view Ih.it in the 
circumstances it is hird to see how the 
contradiction can be salislactoriiy resolved 
within the existing framework of India’s 
political democracy’ Elaborating the 
contradiction, he s.iid. the middle class will 
not provide the leadership required lor her 
[Indira Gandhi s| survival since it is against 
(heir interest to do, and the bureaucracy 
cannot provide the administrative capacity 
because it lacks the power to make it 
effective The common man has waited for 
a long time, and won’t wait much longer 
Not everybody could read ’the writing on 
the wall” that clearly Some of the present 
staunchest critics of Indira Gandhi had gone 
farthest along with her It would be too 
presumptuous to condemn all ol them as 
opportunists and short-sighted 
Assessment of her role varied from person 
to person and time to time According to 
Asoka Mehta, the period from 1966 to l%7 
was her ‘lincst hour” when she was 
“honourableand honest’’ '"’Chandra Shekhar 
believed, “intuitively, she has always been 
a liberal and for the poor man ” Me and 
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'l^Mt^>bung(uffc*cdl^aguei inC^^ 
tried hard to sell the idea ot joint Indira-JP 
leadership Even Abdul Ghafoor, who as 
Bihar chief minister put up a last ditch fight 
against IP’s movement, concurred with the 
view that “only two leaders, Mrs Gandhi and 
Mr Narayan, could salvage the nation" 
Minoo Masani, lilelong friend of JP would 
not call the prime minister and her 
government fascist For, if they really were, 
he asked not long before the Emergency, 
“Would Jayaprakash be alive and 
functioning, would the great march in Delhi 
of 6 March 1975 have passed off so 
peacefully and successfully’' He also 
believed, “Only an adjustment between prime 
minister and Jayaprakash may provide the 
way out” " 

'Progressive' Congressmen, scared ot 
'right reaction and 'imperialist designs , 
had no option but to be on her side Men 
like Siddhartha Shankar Kay, of that tribe 
“almost worshipped her' ” He supported 
the Emergency which he thought 'should 
be there for a short peiiod and used tot the 
purpose ot bringing back sanity to the 
country" ” And a wise man like Jagjiwan 
Ram waited tor the ‘right time lor the right 
action” There were also those who were 
“shucked at the truth" when it began to c omc 
out alter the Lok Sabha elections 

From 1966 to 1967 Indira Gandhi 
disillusioned many supporters and dropped 
many colleagues, though her bandwagon 
made good the loss in quality by gaining in 
quantity In her climb to power and then 
absolute power she drew upon the support 
of many, however passive or partial at 
various points ol time who had no faith in 
autliontarianism or personality cult much 
less in dynastic rule 

Apart from such collahoulors a section 
ot the opposition also supplemented her 
efforts, equally unwittingly, m cieaimg .an 
atmosphere foi authoritarianism She, in fact, 
owned many political ideas popularised b> 
the opposition She tried to appear more 
nationalist more socialist and moie anti 
imperialist than her opponents 

SCI’I’l I Ml NrAKY Roi ts 

The mam planks cit the Bharatiya Jana 
Sangh and other militant nationalists were 
for instance, hostility to P.ikistan, demand 
for making an alomii bomb unitatv loim 
of government and so on Manv leftists 
shared some ol these short-c uts to popul.ii it v 

With India's victory over Pakistan and its 
split m two pans m 1971, annexation ot 
Sikkim, atomic explosion concentration ol 
powei at the centie and emasculation of the 
states, growing identification of India with 
the third world, with anti-west overtones, 
increasing expenditure on and strength ol 
Indta's armed tones, emphasis on unity and 
stability ot the countiy and warning against 
external threats in the olfic lal statements and 
finally with her emergence as a strong le.ider, 
Indira Gandhi was able to steal much ot the 
chauvinistic thunder ol her opponents Jana 
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that he called Iter goddess Durga 
Projeetion of Jana Sangh as her mam 
opponent in the north on the other hand had 
the additional advantage of enabling her to 
rally non-Hindu and non-Hindi speaking 
communities, besides genuinely secular 
elements, round her 
As fascism is essentially a manifestation 
of aggressive nationalism, all those of right 
or left, who made it as their mam plank of 
opposition to the ruling party tended to 
contnbute to the process of erosion of Indian 
democracy 

Even a man like Vinoba Bhavc used a 
chauvinistic argument in advising JP not to 
wage a struggle against the government I Ic 
said ‘With the United .States arming Pakistan 
and China also helping her. it was not 
advisable to weaken the government ” 
JP’s most outstanding contribution to 
Indian politics lies in his courageous and 
frontal attack on chauv inism On issues like 
relations with P.ikistan, border dispute with 
China, dialogue with Sheikh Abdullah on 
Kashmir issue, status ol Nagaland and 
making an atomic bomb he swam against 
the popular current He espoused the cause 
of autonomy ol the states which h.id been 
reduced to a condition ot glorilicd 
municipalities under prime minister Indira 
Gandhi's govcinment ’* 

Indira Gandhi borrowed populist socialist 
rhetoric withsimiLucase She.ulopicU some 
stxialistic measures like b.mk nationalisation 
ending privileges ol the former princes and 
the ICS and land ceiling legislation 
It was JP again who warned against 
contusing stalism with soci.i1ism The 
growmu concentration ot wc.ilih and power 
.ind rampimt con upturn according to him 
went ill with his concept ol socialism 

IP s Assai li os rill SvsTiM 

Notwithstanding JP s dissent, there were 
manv issues raised by the opposition, the 
auihorilarianimplicationsol which were not 
adequately realised at that time But whetc 
most ol the opposition including JP. 
collaboialed most eticclivciy with Indiia 
Gandhi was m hei cllorts to demolish the 
system 

True, the system as it existed befoic the 
F mergenc y was ailing and delc c ti v e in many 
resfiec Is But the crucial question was whether 
It was to he mended or ended and it ended 
what was it to be replaced by T he then union 
home niinistei Uma .Shankar Dikshit, wlio 
claimed to have been a lilelong admiier ot 
Mr Nar.iyan and wanted the countrv to 
benefit from his mature and conscientious 
advice', must have been quite earnest when 
he pleaded that ‘ the system of parliamentary 
democracy had been tested and found 
adequate in this countiy and as such, nothing 
should be done to damage it until a better, 
wclldclinedaltern.Uivcwtthpro\edelticac'y 
was avail.ibic” 

Since his Jtevmdun*' in I9S4. JP catried 


and pursuit of power. His latest movement, 
however, was a ncg.-Uion of this crusade in 
every respect For he led the struggle for 
power on behalf of the opposition parties, 
which, far from being discarded, were the 
mam instruments of his movement 
Moreover, the issue on which he got popular 
mandate was restoration ot parliamentary 
democracy and the original form ol the 
(''onstiiuiion 

To be lair, he was icalisiic enough to 
modify his earlier utopiiin ideas in favour 
of a workable strategy He made it 
vehemently and repeatedly cleat that the 
Bihar movement did not aim at establishing 
a parly less demrKraev, though th^t icmamcd 
his ultimate aim '* 

But il this did not remove contusion from 
the minds of some people it w.is not entirely 
due to then ulterior motives I hough he 
never disowned his c.iilici political ideas 
the rcterences that lollow relate to the pciiod 
after the last month ol 197 3 when he resumed 
.ictive public life alter one ycar'ssilciicc and 
St irlcd the last ph.isc ot his caiccr 

Inaugurating the All India Radical 
llum.iiiist AssociaiioiicontcrenceatC.ilcutla 
he said, Il would not be wrong to say that 
t he di I let c nc c s bet ween the perl oi mane e as 
distinct from the manllesiocs of the vaiious 
pat tics in or out ol government, has been 
no more th.in th.<i between tweedledum and 
iwcedledtc ' Releiruu'to his ..riticisin ol 
pailics and politicians Sachchidanand.Sinha 
lightly obseivcs. At this juiutiiic to 
gener dise the guilt ol (lolilici.iris tended to 
minimise the guilt ol those who held power 
and who done could use it lot good or 
evil ” 

JP did not hide his distrust ol patties II 
the inovcmc nl m the ic st of the sl.ites (outside 
Bihar; he said is started by politic il 
p.iriics. It IS bound to tail *' He wanted 
students and non p.irty people to come 
toiw ird and pohiic.il parlies to form a part 
of It He, uil.ici believed that the students 
.ind peoples stiuggic committees ‘arc 
developing then own identity *'indepcndeni 
ot and more important ih.in (lartics, which 
latci proved to be almost an illusion He did 
not visualise the people s movement as one 
of the united front ol political parlies” '' In 
reality was it anything much mote th.in that ’ 
How strongly JP wished to bypass |H>lilical 
panics would b<’ evident ficmi a note he 
recorded in his Pitson Dtar\ on September 
b, 1975^'' 

His distiust of dcmcHr.ilic iristiiuiicins, 
howcvci. became infectious A good 
parliamcnianan like Atal Behan Vajpavee 
announc ed on September8,1974 hisdec ision 
to resign from the membership of the Lok 
Sabha (though his party did not allow him 
to do so) on the ground tlftl “parliamentary 
democracy was no longer an effective 
instrument to serve the people in India and 
had become a good means to acquire (lOwcr 
and prestige”.^'' Similarly Minoo Masani 
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tlirough tfle«tiOQs ftor 

pa^iament ”” 

JP was not content with merely 
overthrowing the Congress rule He 
demaniicd that “whole system must go luck 
stock and barrel" '* 

DiSTkOST O Wl.STERN DeMO( RACY 

He shared with Congress leaders and pro- 
Congress intellectuals iheir lack of faith in 
the ‘western model’ of democracy, quoted 
earlier He regretted the failure to understand 
what he was doing in Bihar by "Indian 
intellectuals cast in the mould of Western 
thought (in which I include also the Russian) 
and modes ot action”’ NJN had earlier 
advised him to grasp “the techniques of 
gaming power and using it by means of the 
party system” ” 

JP, on the other hand, cited Gandhi’s 
example, who dominated the political scene 
and was the supreme commander of the 
nationalist forces, but declined even to be 
an ordinary member of the Indian National 
Congress “After independence, too, he did 
not seize supreme power as the Western 
pattern woufd have expected him to do 

Obviously JP's ambitions far exceeded 
those ot Indira Gandhi who was content to 
be merely pnme minister, however powerful, 
of the country He however, overlooked the 
fact that at that time Gandhi was effective 
mainly because he had a powerful instrument 
like the Congress Party and a personality 
like Jawaharlal Nehru to mobilise peofAe 
and to wield government power JP’s own 
movement acquired political effectiveness 
only after a viable and credible alternative 
to Congress and Indira Gandhi emerged in 
the form of Janata Party and Morarji Dcsai 
respectively 

Nobody can deny JP’s monumental 
contribution to creating these alternatives 
But till they were created NJN had a point 
in arguing that his “saintly virtues were 
politically meaningless” NJN may be a little 
harsh in his comments but they indicate the 
extent of confusion about potentialities of 
JP's movement among those who were not 
hostile to him He wrote “From the Congress 
point of view if Mr Jayaprakash Narayan did 
not exist. It would be necessary to invent 
him Any establishment under the pressure 
of increasing discontent attempts, as a matter 
of expediency, to create a diversion And 
this IS what JP has obligingly, it also 
unwittingly, done 

Authoritarian Backlash 

’The real danger was not thaf JP was 
providing the safety valve to Congress, but 
that under the pressure of his movement “if 
besides Congress, the system also collapsed, 
we are not sure what would replace it”. In 
fact, “in theensumg concision and inst^Iity, 
die danger of an authontarunbacklashcannot 
be ruM out”. An authoritarian trend in 
Indian polHics was also visualised, “if the 
movement gets exhausted on account of 


or supuior strength atw Ulracs or the 
cstablishtnoit”’* 

’The fateful judgment ofjustice Jag Mohan 
Lai Sinha of Allahabad High Court, which 
set aside the election of the prime minister, 
on June 12,1975, precipitat^ the backlash 
’The buttle lines were clearly drawn and its 
last to-the-flnish phase began ’The parable 
about a cat which when cornered became 
desperate, with which Uma Vasudeva starts 
hcrbookTwoFaceso/MraGandhi applied 
to both the sides None had heeded its moral. 
VIZ, “If you want to hit the enemy, you must 
leave a way out for him Otheiwise his 
despair can make him a killer” 

In a mammoth rally at Delhi on June 25, 
the opposition led by JPgave an ultimatum 
to Indira Gandhi to resign, or face a 
countrywide agitation from June 29 JPalso 
gave a call to the police and military not to 
obey any ‘illegal orders of the government" 
It the issue was to be settled merely by 
tte sizeof the demonstrations, Indira Gandhi 
had already won it On June 20, a bigger 
rally was held near the boat club of New 
Delhi, to express solidarity with the pnme 
minister Described by her as “the biggest 
in the world",'* it was mobilised with the 
help of the government machinery of the 
neighbounng states, as was admitted by 
their ministers and officials of that time 
heforciheShahCommtssion Shelefinobody 
in doubt about her determination to stay on 
as prime minister 

Around the midnight of June 25-26, the 
president signed the proclamation of internal 
Emergency The cabinet came to know of 
It and gave ex post facto approval to it at 
a hurriedly called meeting at six in the 
morning The external emergency was 
already in operation since the Indo-Pak war 
of 1971 But the double emergency created 
the desired psychological effect 

CrajAPSc OF Resisttancf 

The Emergehcy operation was remarkably 
neat “Not a dog barked”, the then defence 
minister Bansi IS repmted to ha ve boasted 

Quoting Cromwell, who had made the same 
comment when he dissolved the Bntish 
parliament, Ivor Jennings said. “The dogs 
bark in parliament iftherewerenoparliament 
they might bite ‘Even I was astonished,” 
observ^ Indira Gandhi, “as tar the public 
reaction to the declaration of Emei:^ncy“ 
Shesaid “When the Emergency was Glared 
there was not a murmur at all There was 
not a case where the poface had to be used 
These are no empty boasts. Almost all the 
chronicles on the Emergency, despite their 
critical attitude to it, attest to this fact 
According to the authors of Decluu and Fall 
qf Indira Gandhi, “the first impact on the 
Inrfaan people of the Emergency regime was 
favourable For the first six months 
everythuig went off swinimingiy” *' 
Sachchidanand Stnha recoids, “The arrest 
of ail top leaders of the potiucat parties 
including Jayaprakash Narayan left the nation 


no 


denmutMtiom. no upnwting of rails”.** 
CGK Reddy went round the streets of Delhi 
to find “at I^ta few of the lakhs of people, 
who had gathered only the previous evening 
to hear JP, detenmn^ to bring down the 
pnme minister and would now organise 
themselves to resist what was virtually a 
dictatorship" His “expectations and hope* 


were belied”*’ 


Acharya Knpalani, the seniormost publn 
man of India, chided the people for their roll 
dunng the Emergency Addressing a bi| 
public rally at Lucknow after the Emergenc; 
he said “You are the people who wen 
shouting slogans in favour of Mrs Gandh 
and today are raising slogans against her' 
He asked, “Is it not shamfiiP"** 

The journalists, as the minister o 
information and broadcasting. L K Advani 
observed, crawled when asked to bend 
Accordingto Arun Shoune, “theintellectusi! 
lacked even the most elementary courage 
They collapsed without struggle They wen 
almost ineffective" *' Phaneswamath Renu 
the lone Hindi wnter m JP's movement 
despaired that ‘Ihe famous and established 
writers, who should have lent expression tc 
the suffenng of the millions, were silent” ** 
JP begins bis Pnson Diary (on July 21, 
1975) with the following words of despair 
“My world lies in shambles all round me 
Here was I trying to widen the honzons oi 
our democracy And here am I ending with 
the death of democracy I wonder what all 
those ladies and gentlemen are saying now 
who used to tell me that I was the only 'hope' 
for the country 


Miscalculations? 


“Where have my calculations gone 
wrongT' The earnestness with which JP asks 
the question deserves equally serious 
response To say (as JP records in the Dutry 
on the following day) that Indira Gandhi was 
by “inclination and conviction a dictator”** 
IS not an adequate answer 
Jack Anderson and Les Whitten wrote ill 
Oklahoma Journal (July 4,1975) “Under 
similar circumstances Richard Nixon, 
whatever the sins on his head, never attempted 
what the sanctimonious Indira has stooped 
to ”** But why’’ Was it simply because Nixon 
was more virtuous’’ They hasten to add 
“Had he done so, no one of significance 
would have obeyed his orders ” 

JP admits his mistake in presuming thm 
people and the Congress Party would not 
idlow Indira Gandhi to do what she did 
But the cnicid question remains Why did 
people, Ihe Congress and all men of any 
significance succumb to what Arun Shoune 
characterises as “the mildest possible 
dictatorship, compared to what a Djiias or 
a Solzhenitsyn and had to |wt up with” ” 
There are quite a few pointers towards a 
ftiiler explanation of the phenomenon in the 
foregoing account of facts and events, 
which preceded the long night that dawned 
on June 26, 1975 and last^ for 572 days. 



.SRanp at tte liMstoai .u>wihed upon ia tlri$ 
eoMext include the psychologic^ make-up 
of the leader and the people, state of the 
economy, political climate, declineof ethical 
standards, orgapisational and ideological 
inadequacies of the opposition parties, 
conformism of the intellectuals and 
shortcomings of the system as a whole and 
IP's assault on it without offering a viable 
alternative. Had not the same type of stuff 
- leaders, intellectuals and people - shown 
a better mettle during the British Raj? 

Why Regimentation Succeeded 

According to Sasthi Brata, the British 
Goliath had an Achilles’ heel in the form 
of "Principle.s” whereas “the leonine lady 
who was in all but name the dictator of 
India, had no such weak spot”.” But an 
important difference between the two 
regimes, let us admit, was that the Indira 
government was not as much hated as the 
alien British government was. It was, 
therefore, easier for the former to regiment 
national life. 

in a developing independent country 
agencies of promotion of art, culture and 
literature, institutions of education, most of 
the media of publicity are run by the state. 
The intellectual, therefore, depended 
growingly, andduring the Emergency almost 
exclusively, on the state for his survival, 
recognition and affluence. The cost of not 
collaborating and reward of collaboration 
increa.scd rapidly. 

In India stakes in political power are also 
very high. “The difference between 
successful and unsuccessful politics is the 
difference between prosperity, social status, 
power and a meaningful life on the one hand, 
and poverty, oblivion, sense of impotency 
and existential meaninglessness on the 
other.”” In order to cling to power and retain 
the confidence of the leader a politician was 
thus willing to pay much more price in terms 
of principles and self-respect than he would 
in a normal democratic set-up. For the same 
reason, the ruling party, in general, and its 
leader in particular, became desperate and 
ruthless for retaining power. 

In order to increa.se its acceptability, the 
Emergency regime adopted many slogans 
and programmes popularised by the 
opposition. Anti-smuggling drive, income 
tax raids and anti-inflationary and price 
control measures were part of this policy 
and must have earned it some popular 
goodwill also. 

The declared objectives of the regime 
were not merely confined to administrative 
efficiency, social discipline and economic 
amelioration but also extended to "a 
comprehensive transformation of society”, 
a phrase often used by the prime minister 
and her son and the nearest equivalent to 
“total revolution”. The tasks of the new 
revolution ranged from making India a 
world power to eradication of social evils 
like dowry, from economic reform to 
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renaissance to 



Donning JP’s Aivarel 


Itttdto^als, many leaders, clslnd^to ^ 


Indira Gandhi quoted profusely from the 
scriptures written by JP, of course, without 
acknowledgement. Instead of quotingchapter 
and vcr.se, a few samples might suffice. 

Democracy does not mean voting once in 
five years or whatever it i.s. We want to make 
democracy more meaningful to all the people. 

I am only continuing the revolution which 
was begun by Mahatma Gandhi, because the 
aim of that was a change in the structure of 
society, fight against the system.. 

The aim. is not only a better material 
standard of living for the people, but a much 
wider concept of what is a better human being. 

The very concept of democracy is not the 
same in every country. 

Our concept of democracy is a much wider 
and deeper than the Western or the Eastern 
bloc's 

I f they [people ] get a feeling that this system... 
IS not serving ihe purpose of the larger number 
of the poor people, why should those people 
tolerate if”* 

It is hardly«necessary to quote 
corresponding statements of JP to prove that 
he had said similar things in almost similar 
words. Sanjay Gandhi's emphasis on the 
role of “youth power”, debunking of 'isms’ 
and ideologies, talkof all-round social chwge 
and condemnation of communism and the 
CPI, too, were not entirely alien to the 
thought-frame of JP. 

That people were more important than 
institutions was implied in the popular 
movement lor the dissolution of the state 
assemblies. Indira Gandhi extended the logic 
to pronounce supremacy of people even 
over judiciary and the Constitution. She 
sought legitimacy of her leadership from 
crowds of people. The technique of col lecting 
such crowds was, however, by then well 
known. 

She was also not far wrong in saying that 
“the whole talk of changing the Constitution 
emanated from the opposition”.” The very 
idea of amending the Constitution to restore 
“parliament’s sovereignty”, which had been 
abridged by a Supreme Court judgment, was 
first mooted by the late socialist MP, Nath 
Pai. The opposition had made no mean 
contribution to generating the populist wave 
which Indira Gandhi tried to ride. 

The fate that Indian democracy eventually 
met on June 26, 1975 - which JP called 
its death and Indira Gandhi described as its 
derailment - was not merely due to a miracle 
brought about single-handedly by a 
superhuman dictator. If the opposition got 


democrats, connived or letnained passive, 
if people did not offer effective resistance, 
if the entire system succumbed to the will 
of the supreme leader and if she imposed 
an authoritarian regime on the country 
without any glaring violation of the letter 
of the Constitution and without large-scale 
deployment of police or army, there are 
enough cogent reasons. A further and 
thorough study of these reasons should be 
more rewarding than merely loading the 
entire nation with a sense of guilt. 

Moral Judgment 

However, an explanation of how Indira 
Gandhi outmanoeuvred her adversaries, at 
any rate in the first round, is no justification 
of her actions. Those who were tactless in 
defence of democracy or whose ideas were 
twisted and exploited cannot be equated 
with those who deliberately usurped and 
misused power. The tyrants cannot be equated 
with the victims of tyranny. The corrupt- 
sadist caucus cannot be equated with 
revolutionary and idealistic youth who rotted 
in jails. The oriental despotic sultana cannot 
be equated with the saint who has renounced 
all wordlygoods.”lil no casecan the excesses 
and crimes of the Emergency be condoned. 

Hitler became a dictator by a similar 
combination of factors;through a decree of 
emergency,- innocently provided for in the 
otherwise democratic Weimer constitution, 
subsequently amending but without 
suspending it, and due to appeasement policy 
of governments of democratic countries, in 
particular the one led by Chamberlain in 
Great Britain, and confusion and 
miscalculations on the part of liberals, 
socialists and communists. While appropriate 
lessons must be learnt from the follies of the 
founding fathers of Ihe Weimer constitution, 
Chamberlains, liberals, socialists and 
communists, they cannot, in fairness, be 
treated on par with Hitler and his barbaric 
tribe in a moral judgment. In comparison, 
opposition in India fought valiantly and 
indeed won the flnal round of the battle: 
notwithstanding its strategic and ideological 
deficiencies discussedearlier, and unwitting 
contribution in pushing the country towards 
authoritarianism. 

While in the interest of rigorous analysis 
and terminological exactitu^, neither the 
Indian Emergency can be described as 
Nazism nor li^ra Gandhi as a Hitler, what 
happened during the Emergency was quite 
unusual judging by the standards of 
administration India was used to, not only 
since independence but perhaps also during 
most part of British rule. Was S Nihal Singh 
exaggerating when henaid, “She [Indira 
Gandhi] subjected the country to the most 
tyrannical regime it has iiad for two 
centuries”?” Indira Gandhi’s minister for 
information and broadcasting, V C Shukla, ' 
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such restrictions were not imposed on the 
press as were being done during the 
Emergency, Shuklacut him short with: "This 
is not the British regime. This is national 
Emergency.”’" 

Ban on 26 parties and detention of a total 
of 1,40,000 political prisoners during the 
penod of the Emergency might also be an 
all-time record. 

Again, the state machinery under the prime 
ministership of Indira Gandhi acquired 
unprecedented power, without adequate 
checks and balances. At the centre, she had 
roughly 7,00,000 policemen, belonging to 
the Border Security Force, the Central 
Reserve Police, the Central Industrial 
Security Force and the Home Guards; asides 
80,000 police in the states and armed forces 
totalling one million.’* In addition to 
numerous intelligence agencies, she specially 
relied on Research and Analysis Wing 
(RAW) for political intelligence and 
operations. Starting with a budget of Rs S 
crore, it reached Rs 100crore.*" The publicity 
media, with censorship on the press and state 
ownership of TV and wide network of radio, 
gave complete monopoly to the government 
over sources of information to the people. 
The growth of communications also helped 
to improve the efficiency of the instruments 
of repression. Not content with these powers, 
Indira Gandhi added many legal and 
constitutional weapons to her armoury, ^ 
transfer power from judiciary to parliament, 
from parliament to president, from president 
to executive and finally to herself. Again, 
not content with arbitrary powers thus 
acquired, she created an extra constitutional 
authority headed by her son, with extra 
constitutional agencies and unlimited 
resources, which necessitated her connivance 
at growing corruption. 

It is, therefore, not surprising that justice 
J C Shah, heading the one-member 
commission inquiring into excesses during 
the Emergency, was “shocked” by the 
revelations m^e during just 12 days of 
hearings. It appears, he said, “that there was 
no safety of anyone. Persons could be 
whisked away, houses could be searched, 
any amount of indignities could be inflicted 
on the people with no redress". He was 
amazed that “all this happended in aci vilised 
nation”." The people bailed out by the courts 
were te-anested at the jail gate in a large 
number of cases."’ 

Total CouirreR-REvoumoN 

These sordid happenings need hardly be 
catalogued or detailed hm, as they ate by 
now well known and ate being exposed by 
authoritative agencies. But it is worth noting 
that no new tqxessive machinny was created 
during the Emergency. By and large the 
same system - political and administratjve 
- which was supposed to have served the 


Some of the stalwatta of the freedom 
movement, senior IAS and ICS officers, 
inheriting British tradition r^ buteaimratic 
autonomy, members of the prestigious 
professions and the ^t intellectual t^ent 
of the country were willing tools of Indira 
Gandhi. Most of them conformed to the new 
regime in a manner which in political pariaiKe 
is called opportunism. 

The same persons are capable of behaving 
diffoenlly indifferent situtfions and under 
different systems. The role of a cog is 
determined more by the machine of which 
it is a part than by itself. Harmah Aiendt has 
argued that Adolf Eichmann, who sent 
millions of European Jews to their death, 
was not the sadistic killer he is made out 
to be, but was a run-of-the-mill bureaucrat 
of the Third Reich. Evil, she in effect says, 
is rarely ever the work of evil persons, but 
of ordinary law-abiding citizens like you 
and me...Most people operate at a level of 
morality where the sanction of an authority 
magically turns evil deeds into good and 
good deeds into evil. This magical 
transformation is facilitated by the tendmey 
of authoritarian and repressive regimes to 
concentrate decision-making in a few 
hands.”"’ 

Rarely had the Indian nation in its long 
history undergone such a comprehensive 
transformation in such a brief period. The 
impact of the Emergency was all-pervasive, 
on the psychological and moral behaviour 
of the people, politics, economy, culture, 
administration, academic and educational 
institutions and social life. 

This was the nearest ever approximation 
to a total revolution albeit in the counter 
direction. "We find today,” laments JP in 
his Prison Diary on August 7, “the dark 
clouds of total counter-revolution encircling 
us”." 

The Dialogue 

The leadership of the opposition was 
inevitably overtaken by feelings of 
helplessness and despair. Acharya Kripalani 
conceded; “Humanly speaking, there seems 
to be no remedy.”"" JP was afraid he would 
not see his world (in 'shambles’ at that time) 
put together again in his lifetime. “Maybe,” 
he despaired, “my nephews and nieces will 
see that . Maybe”." 

Many scholars, western and Indian, ;cast 
in the Western mould” (to use JP’s phrase) 
found confirmation of the theory that the 
western democracy did not suit the 
developing world. ‘India got a system suited 
to her genius', was the verdict of this tribe. 

Inde^, Indira Gandhi’s finance minister 
Y B (^van claimed: ’’Democracy has not 
only not suffered a demise in India, but is 
more living and throbbing dian ever.”"’ And 
much after the Emergency was over, she 
herself had the temerity to «ay: ‘If you look 
back you will agree that thete has never been 
more democracy in the country before 1 


world (rf 1984. ] 

Most of the opposition, on the basis of 
its assessment of the situation, not entirely 
unrealistic at that time, sought a negotiated 
settlement with the government, which 
according to C G K Reddy, “exhibited in 
a most flagrant form in nud-December 1976 
when the representatives of Cbngress(0). 
BLD, Jana Sangh and Socialist Party 
discussed and tacitly approved ofadoaunosL 
They chose to ciJMt a working paper”. He 
describes it as pure and simple a surrender 
document."* 

OnDecemberld, 1976, Oeo^ Fernandes, 
the then chairman of the Socialist Party, in 
a letter to JP strongly disapproved the move 
of the opposition parties. He wrote: “The 
opposition leaders lack not only perspective 
but also in nerve... This is not die stuff that 
can oppose and overthrow a dictatorship; if 
anything, this is the stuff that breeds and 
nourishes dictators... I am aware of your 
own frustration with the opposition 
leaders.”" 

Asoka Mehta, on the other hand, reported 
to the Working Committee of Congress (O) 
that the meeting of the opposition leaders 
“approved’.' the approach (note of the BLD) 
and “welcomed a dialogue” (with the 
government).*' 

LsmtsT Take-over? 

Did Indira Gandhi suddenly turn hostile 
to the Communist Party of India and the 
leftist lobby within her party towards the 
close of 1976 in order to accommodate the 
non-communist opposition? Or were her 
overtures to the non-communist opposition 
due to a fear of a leftist take-over? Her fears 
on this score ate discussed by Uma Vasudeva 
in one full chapter of her book, comprising 
for one-fouith of it. 

JPalso suspected that the CPI, communists 
in disguise within Congress and Soviet Union 
had planned to take over the country. He 
givesevenabenefitofdoubttolndiraGwtdhi 
who “has become a stooge”. But he warned, 
“A time may come whe^ having squeezed 
the juice out of Mrs Gandhi, the Russians 
through the CPI and Trojan horses within 
the Congress will dump her on the garbage 
heap of history and instal in her place their 
own man”. “Diis plan,” according to JP “is 
not kt»wn to Indiraji though she might have 
some private suspicions.”*" 

Who was using whom? Or were both 
trying to use each other for their respective 
ends? But it appears each was preparing to 
get rid of the other. According to Bihar 
Congress ieader Sitaram Kesri, "it was to 
neutralise this [the Communist] threat that 
Sanjay was built up”." 

However Sanjay Gandhi, who was 
compared by the ttioi (Congress presidoit 
Dev Kant Barooah to Maharaja Ranjit 
Singh, Shankaracharya, Vivekanand and 
Akto," grew into an important autonomous 



phenomenon and more than anybody else 
shaped the eventual form and content of the 
Emergency He liked dictatorship, as he lold 
a West German paper once though ‘‘not ol 
the Hitler type" ■' 

As far back as August 6, I97S, he lashed 
out at the CPI the principal political ally 
of her mother In an interview to IJma 
Vasiuleva, the editor ol ihc Surge he said. 
"It you take all the people in the Communisi 
Party,thebigwigs.evenihenot so big wigs 
- I don’t think you would find a richci oi 
more toirupl people anywhere 

rhough San)ay O.indhi appeared to be 
buildingapohticalfoiie inpaincul.ilthrough 
mobilisation ol the youth independent oi 
and in opposition lo the communists within 
and outside Congress ,md even parallel to 
the Congress Indii > Gandhi hcrsell openly 
owned and inicnsilicd Ihc anii communist 
campaign when dialogue’ with the 
opposition begin m December 1976 The 
Ciuwahati session ot the C’ongress marked 
a turning point iii its ideological direction 
Thecommiinisl sympathisers within the paity 
started billing Irom grace and position since 
Iben 

III < ISION ON la I niONS 

Apart li oin a possible I rcudian death w ish. 
which cannot be verified, and a rational 
expectation lhal the room vacated by the 
communists and iheir Icilow liavelleis m 
the positions ol import mce would cause .1 
vacuum which inighl irresistibly attract anti 
communist le idcrs and parlies towards her 
Indira Gandhi’s motive morderingeleclions 
in Match 1977 was also lo raise “a 
constitutional scalloldine lo the powei 
slrucliire that she thought belonged to hcrsell 
and her lamilv” ’" 1 he state ol the national 
economy and polilics including that ol the 
opposition panics must have encouraged 
her in assuming that the lime chosen by her 
lor seeking constituiional legitimacy ol her 
regime was most opiHirtune The elections 
in neighbouring Pakisbin a lilllccaihcr which 
projected it as a mote democratic country 
than India, hurt Indian pride and prestige and 
might have precipitated Indira Gandhi’s 
decision to follow suit Her confidence in 
mastery over tricks and t.iclics ot the election 
g.ime and manoeuvring c ipacity in normal 
political process, too was not misplaced 

Had In^ra Gandhi not dec ided to hold Ihc 
parliamoni poll a yeai ahead ol the schedule. 
It IS generally agreed there was no imminent 
threat to her regime In lact the opposition 
leaders weic as surprised at the popular 
response they got and their eventual victory 
in elections as at (he collapse of their 
movemeni m June 197‘i 

MlS< All LILA I IONS 

Where did Indiia Gandhi's cakulaiions 
go wrong ’ It IS as vital a question as the 
Similar question JP had asked himself alter 
the Emeigcncy was damped down on the 


country. They provkfe cllScs OfA odlfiS'ffe 
fortunes of the two most prointnent 
personalities ot (he time but also to the 
political bchavioui of the people and political 
devciopmenis in the country 

What aic the tactors that hurled Indira 
Gandhi down almost grotesquely from the 
alicctions ol her people and her place in 
history’"* How w.is democracy resurrected 
111 Ihc counirv alter its unceremonial burial 
barely 19 moiiihs ago’’ 

Our piescni knowledge ot the causes ot 
icbiith IS as woefully inadequate as that ol 
Ihc causes ol Ihc death The democraiic 
revolution however, was as bloodless and 
fieacelul .is llic earlier authoritarian ‘coup’ 

is that a rdkction on the character ol 
Indians on then capacity (o sutler, their 
passivity ihcii resilience and their 
poieniialiiy ol rcsolt’’ Is the Indian mind 
SI hi/ophreiiic hall dcmociatic and hall- 
auihontaiian' Or were the dict.atoi and the 
dictatorial regime iinperlecl' 

Some sc hol.irs liavc made generalisations 
regarding ambivalence and lack ot sharp 
commitments ol the Indian mind, pcihaps 
on accoun' ol the Hindu tradition of 
simultaneous belief in many mutually 
coniraihclors gods and scripiures It this 
wcic Hue 11 would answer Acharya 
Kiipalam’s lobukc lo the people lor shouting 
slogans lor liulii 1 Gandhi on one occasion 
and against hci on another 

1 o some cyicnl these generalisations about 
ihc psychology ol people hold good 
cvciywhorc People do tend to reconcile to 
Ihc Jmt (uiompU An authoritarian system 
develops cracks not when the terror and 
suppiession are at their height but when the 
system lo whic h people gel used shows signs 
ol iL'Iaxalion and modification For, with 
sudden changi s in the paitern and direction 
ol a system reflexes of the people get 
dec ondilioncd 

PlOi’ll DtC ONOIIIONI 0 

Ihus when inti-wcst pro communist 
ideology ot Congress was suddenly 
reversed, dialogue started with yesterday’s 
‘traitors parliament’s life was cut short 
and people who had taken their rulers for 
granted, weie given an opportunity to 
choose and change their rulers, the 
conditioning process was rudely shaken 
As a consequcnc e, new forces were released 
that neilhci (he ruling party and its 
intelligence .igencies nor ihe opposition 
could anticipate 

This docs not, anyway, imply that Ihe 
dictaiorship could have lasted forever, if 
the elections had not been held when they 
were fits possible, though hardly necessary 
lor our present purpose, to speculate on Ihc 
form the urge for freedom and dissent 
might have taken, the way resistance might 
have been organised, the type of 
contradiction that might have developed 
wiihtn (he auihonlarian system and other 
factors, internal and external, that might 


Ihe popuhtion in that case. ' ' 
The prospects of decondiliontng itself 
depend on the extent and manner reflexes 
of the people have been conditioned by the 
system Inadequacy ot and incoherence 
in the ideology of the Emergency, 
organisational shortcomings of the ruling 
party and inelficcncy of the administrative 
apparatus are some ot the factors that are 
responsible tor the inability ol Ihe system 
and Its leadeis to win emotional and 
intellectual allegiance ol thiT people in 
suiflcicnt measure The concept of dynastic 
rule, which is the popular image that the 
Emergency eventually acquired, was in no 
way inspiring Moreover whatever her 
achievements before and enuring the 
Emergency, “in grabbing absolute power, 
Indira Gandhi let herself in for absolute 
corruption and, on balance, when the balance 
sheet came to be drawn, Ihc gams lo Ihc 
country for which she sought credit were 
like dust in the scale against the degradation 
into which she had dragged India ’ 

Even Indira Gandhi and her apologists do 
not deny that excesses were committed by 
overrcalous bureaucrats in implementation 
ol ollicial policies Family planning and 
slum clearance drives, in particular, hit poor 
and backward communities which had been 
iradilionally loyal tolhc ruling party Shift 
m ihcir loyalty was a crucial factor in turning 
the electoral tables against 11 
The greatest handicap ol Ihc authors ol 
Ihe Emergency was ihcir inability to disown 
Gandhi and Nehru foi obvious reasons That 
they were a source ol inspiralion lo the 
opposition and embarrassment lo the ruling 
party would be obvious from the statement 
made by the former minister ol mtormation 
and broadcasting, V C Shukla, before the 
Shah Commission Hcsaid “quotations from 
national leaders were censored because thay 
had faded in the pages of history and most 
ot them were relevant to Ihe days of the Raj 
Their reproduction would have created 
misunderstanding Jawaharlal Nehru’s 
own paper. National Met aid, slopped 
publishing his famous quotation on ils 
masthead which read “Freedom is in pcnl. 
defend it with all your mighi” 

It IS not a mere aoincidence that October 
2,1975, Ihc first Gandhi birthday anniversary 
alter Ihe declaration of the Emergency, was 
marked by arrests of prominent public men 
including octogenarian Acharya J B 
Knpalani, a veteran parliamcntanan, H V 
Kamath, and Sadhana editor Mihir Thatte 
lor organising or participating in celebrations 
of the birthday of the father of the nation, 
which were banned at several places 
The urge tor freedom, a basic human urge, 
further inspired and institutionalised by the 
illustnous leaders of India could not be 
easily banished from the nllnds of the people. 
When the opporttlntly came to choose 
between freedom and bondage, their choice 
was obvious and unmistakable. The common 
man demonstrated, what the intellectual had 
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Finally, it was JP‘s personality that made 
all the difTcrence in the outcome of the 
titanic battle between the rival forces India's 
high commissioner in the UK, N G Goray. 
wa'' not indulging in undue tlatlcry or 
exaggeration when he said it Jayapraksh 
Narayan had not led the 1975 movement 
Mrs Gandhi’s dictatorial rule would have 
continued indclinitcly and a nation ot 600 
million ssould have lived in chains 

Indi.i was fonunatc to have a Mahatma 
to lead her liberation struggle She was again 
fortunate that a saint returned from ‘jaws of 
death' to be available tor leading what is 
called the second liberation struggle, barely 
three decades after the independence of the 
country Did not Lord Krishna himself 
declare in the holy Gita that he would 
incarnate to rescue India whenever dharma 
declined' 

But should the basis ot a modern secular 
India be built on a theological bclicr’ Should 
not the guarantees of democracy be rather 
secured in the consciousness of the people 
avenues of articulation of their democratic 
urges andctfectivemstitutionsof democracy 
including a system of checks and balances 
a well balanced party system free piess, 
free judiciary and other constitutional 
agencies and provisions’ 


Total Rt voLunoN 


JP himself was not content with what is 
called the Janata revolutioiv He rather felt 
that the people s movement has suffered 
to some extent when the people engaged 
in spreading his message were voted to power 
What we lack today ’ he said, “is a well- 
knit icvolutionary organisation that c an plan 
and work out programmes of action' He 
wanted all those groups that profess total 
revolution to merge into a united 
organisation 

JP s distrust in effectiveness of political 
power, political parties, constitution and 
institutions does not seem to have declined 
appreciably despite the contrast in their use 
and misuse alter and during the Emergency 
respectively 

The two words of Total Revolution’ are 
today as hollowed as they were dreaded 
dunng the Emergency In either case no 
justice has been done to the concept which 
deserves a more analytical and thorough 
examination 

According to JP, it is a combination of 
seven revolutions - social, economic, 
political,cultural, ideological orintelicctual 
educational and spiritual While it is 
conceivable that a group ot persons might 
agree on an integrated view of a new society, 
the implications of forming “a united 
organisation" to bring it about arc rather 
ominous For no single institution, party 
or organisation can represent the diverse 
aspirations of a whole man, without 
emasculating some of them Such 


in those old societies in which state and 
church were merged 

Indeed pluralistic institutions of 
democracy alone differentiate it from 
totalitarianism Thus a person may 
simultaneously belong to a political party, 
a religion, a culture an economic class a 
nation, a region and an ideology Loyalties 
to various institutions cut across one 
another People with diflerent economic 
and political views might have a common 
spiritual or social philosophy In fact a 
number of permutations and combinations 
in terms ot beliefs in diverse fields do and 
must exist, excepting in a totally regimented 
society 

Whileacasecansutclybcmadeforradical 
changes in the seven fields mentioned by JP 
complete agreement on quantity and quality 
ol changes in all fields must not be a 
precondition tor iction in a particular field 
Despite me vitabic inter-connections between 
various walks of hie, each one must be 
ensured a degree ol autonomy in a free 


society 

As observed by Beitran D Wolfe ‘the 
essence ol the total state and the totalitaiian 
party does not lie in tyranny or terror 
although these arc necessary in varying doses 
and at varying stages to atomise and subjugate 
society But the essence ol totalitan.inism 
IS painfully simple and lies in its very root 
the word total 

Acharya J B Knpalani did not elaborate 
his point but similar apprehensions must 
have weighed with him when he criticised 
the concept ol total revolution as alien to 
Gandhism 

1 his IS not as such intended to be a critique 
ol JP's thought Those who arc inteiesied 
in the subject arc referred to a thorough 
though a little irreverent study of it in an 
article by the present writer m Conspeiius 
(India International Centre, New Delhi No 
T, 1966) and a chapter in Democracy and 
Non ViolenceiCandhi Peace Fondalion 
1968) 

In view ol the fact that JP became the 
rallying point and a symbol of pvipular revolt 
against authontariamsm, his ideas have a 
vital bearing on the prospects of demot racy 
in India and hence deserve deeper analysis 
anddispassionatccriticism Present uncritical 
adulation would do him as much injustice 
as past sweeptng condemnation used to do 


Prosis-cts of Democracy 


The overthrow ol an authoritarian regime 
within so short aspan of time and dismantling 
of Its structure socflcctivcly and thoroughly 
have undoubtedly inspired democrats within 
as well as beyond India In view of the 
experiences which they have gone through 
and the lessons they could not have failed 
10 learn Ihereliom politicians, parties, 
intellectuals, bureaucrats and people of the 
country are unlikely to be as pliant and 


they wen the tafft time. 

However, while the great March rev olution 
answered many vital political questions 
decisively, it left quite a few unanswered and 
posed some fresh ones also 

How can, for instance we discuss the 
prospects of democracy in a country where 
there is not even a broad consensus on what 
IS Its essence’ What is more important 
popular partictpation or freedom’"’' Is a 
multi parly system an essential prerequisite 
of democracy or only atransitinnal necessary 
evil’ Would major parties ot the country 
survive their internal convulsions' Would 
viable alternatives - or coalitions of them 
- remain available to the people from which 
they could freely choose their rulers 
periodically’ 

JP did not stnkc a very optimistic note 
when he said ‘ ‘Disi ntcgration of Jan.ita Party 
or fall ot Its government at the centre will 
lead to dictatorship" For as long as the 
fate ol democracy is linked with that of a 
parly or a leader, it cannot be considered 
secure But how endunng is the federation 
ot the Proudhnn Kropotkin (utopian 
anarchist)lincolsiisodya soilaldcmtKracy 
and militant nation ilism’"” Why was the 
base of the Janata P.iitv essentially confined 
to Hindi speaking Hindus' What 
conventions and institutions are proposed to 
reconcile and accommodate the diverse 
identities of people based on, say caste 
religion, language, region c lass and ideology 
instead of wishful and utopian ideas about 
eliminating them 

Acharya Knpalani was equally concerned 
over the future ot democracy in India If 
people do not submit themselves to 
volunatary discipline,’ he warns they 
cannot escape the consequent imposition of 
totalitarian discipline”"” How can what 
Gunnar Myidal called a soli democracy or 
functional anarchy be made a disciplined, 
dynamic and efficient system capable ol 
delivering the goods the common man has 
come to expect of it' How can the system 
be made to function even by and for human 
beings as they are - and arc likely to remain 
- and not as they should be' 

The following remarks about the prospects 
ot democracy in Indian by the present writer 
in 1959 may not be entirely irrelevant 

The addition ot new adherents to the cause 
of sec ulansm and democracy - as the extreme 
right and left were forced to move towards 
the centre - has rather diluted their onginal 
content Fortheinfluenceofthencwconverts, 
who could not outgrow or reject their past 
thought and behaviour patterns, is tending 
to modify these conce pis The debate about 
the futility ol parliamentaiy democracy 
within the democratic c imp has added to the 
contusion Thccnsisol demcx;racy is mainly 
due to a c risis of confide nee in the democratic 
ranks The Indian democrat is now not very 
sure of his own mind 

The triumph ol democracy over 
authoritarianism ih 1977 seemed to have 
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But to the extent the concept of democracy 
is fluted and'loses its precision in the 
process, its gain was offset to that extent. 
The triumph had also almost ensured it 
against threats from avowed outside 
enemies. Confusion within what claims to 
be the democratic camp about what really 
constitutes democracy and what are its 
constitutional, institutional and economic 
concomitants may pose a greater threat to 
it. Moreover, elements entrenched within 
the system, in its economy, politics and 
administration, interested in and capable 
of manipulating it to their group or personal 
ends, can still thwart the process of 
stabilisation of democracy in India. 

Finally, dcmocrcay “is seriously 
threatened from within by perfectionists"."® 
Totalitarianism, after all “was evolved into 
a pattern of coercion and centralisation not 
b^ause it rejected the values of 18th century 
liberal individualism but because it had 
originally a too perfectionist attitude 
towords them".'" 

A fuller discussion on prospects of 
democracy in India would be beyond the 
scope of the present study. But perhaps 
having been forewarned, Indian democrats 
could forearm themselves. If the 
intelligentsia could turn its back on “the 
shabby trivialisation of the causes, the 
incidence and the consequences of the 
Emergency, in the form of most books 
available so far on the period”"’ and 
pndertakes a more rigorous scrutiny of 
them - with sharper analytical tools - it 
might enable the democratic forces to take 
the situation by the forelock. 
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LIBERALISATION has changed the rules 
of the game for Indian industry, but it 
would be i mpossible to claim that the 'caged 
tiger’ (the Economist's graphic image for 
the prc-liberalised Indian economy), now 
free at last, has leapt into the competitive 
jungles of the global market economy. 'Fhe 
45 years plus industrial infant is still a 
cuddly cub. Meaner animals are prowling 
nearby, and threatening to invade the cage 
it.self by taking advantage of the open door. 
Economic reformers believe and hope that 
the increased competition resulting from 
liberalisation will spur Indian industry to 
graduate from chronic infancy towards 
maturity. This book seriously questions 
the validity of this complacent line of 
thinking. Competition docs not necessarily 
lead to competitiveness, much else is 
involved. This is the central message of 
this book. It argues that graduating from 
the so-called infant industry stage is far 
more complex than is implied in the 
simplistic view which puts the entire burden 
of inefficiency on protectionism. The global 
industry is it.self changing rapidly It is a 
moving target’ 

For successful entry, the acquisition of 
technological competence is absolutely 
crucial, and so is the strategic positioning 
ot these third world films in the global 
industry that they .seek to enter. And hence 
the continuing importance of appropriate 
policy. Alice Amsden, author of an 
influential hook on South Korea 
(surprisingly not cited), noted the basic 
dilemma of industrial pol^y in developing 
countries. The technology gap between 
globally competitive Northern firms and 
those in the South has become so wide in 
recent decades that many developing 
countries face an uneasy choice between 
having inefficient domestic oligopolies 
propped up by protection, or having their 
domestic industries eliminated by global 
competition. The South Korean answer to 
this difficult dilemma was to seek a third 
alternative. They attempted to develop 
globally competitive industries even in the 
technology-intensive sectors. How success¬ 
ful have the Koreans been? How could 
they achieve what they have? What are 


the prospects of the Indian liberalisation? 
These are the que.stions on which this 
book tries to shed .some light. It will 
interest those who believe that there is a 
need for national economic strategies even 
under liberalisation, and that building up 
national industrial capability through 
policy intervention is important even as 
developing countries globalise. This book 
will certainly go agam.st the grain of those 
who argue that unshackling market forces 
IS all that is needed, or that in the globalised 
economy the national identity of firms is 
irrelevant. 

The distinguishing features of the book 
are two-fold. First, it distances itself from 
traditional economic approaches to trade 
and industrial policy, particularly with 
respect to the concept of infant industry 
protection so common in inward-looking 
industrial strategics. The theoretical stance 
adopted by the authors, is a so-called 
‘management perspective on the entry 
process’, strongly influenced by Michael 
Porter and associates. This allows them to 
take a more nuanced multidimensional 
view of what ‘infancy’ of industry means, 
and to as.sess the transition process of firms 
more satisfaclorily The key idea is that 
within an industry, and in particular a 
global industry, firm behaviour is not 
homogeneous, industries arc characterised 
by clusters of similarly behaved firms 
cutting across national borders (’strategic 
groups’), whose behaviour pattern is 
classified by Porter into four generic types 
The similarity of strategic behaviour is ba.sed 
on the acquisition of comparable levels of 
resources and capacities. Strategic group 
members compete along similar lines in 
such areas as sale volume, product 
diversification, R and D, marketing channels. 
In such a situation, when developing country 
firms enter a global industry, the authors 
argue, their maturation must be judged in 
relation to the capacities required to compete 
in the strategic group they seek to enter. To 
achieve a mature status, a firm must have 
comparable competitive strength with other 
members of their strategic group. Moving 
from one group to another is possible but 
involves a major shift in orientation and high 


costs. To flounder in between is not a viable 
proposition. 

llie second distinguishing feature of the 
book is a set of four comparative case 
studies of engineering industries in South 
Korea and India to which this framework 
is applied. ‘The industries, examined are: 
hydraulic excavators, machining centres, 
integrated circuits, and plate heat 
exchangers The choice of industries is 
justified by the authors as follows: “Each 
of them is to some extent a core product. 
Excavators constitute the core of the 
construction machinery industry; machining 
centres arc one of the most important 
machine tools; integrated circuits make up 
the backbone of the whole electronics 
industry; and plate heat exchangers are a 
critical component in a range of process 
industries." 

A fair amount of information on these 
industries is compiled, and an attempt is 
made to analyse the entry and maturation 
process in the two countries. In each case, 
there is a broad review of the global features 
of the industry - which arc the major 
international firms, what are the patterns 
of strategic clustering and behaviour in the 
global industry. The infant industry in the 
two countries is then compared against the 
relevant global group to get an assessment 
of their progress and prospects. There is 
a comparison of Indian and Korean efforts 
fur each industry. Incidentally, there is 
really no contest at all between the two 
countries, the study .shows. Patriotic Indians 
(who may be secretly hoping that in at 
least one engineering industry in the 
sample. India may have dune better than 
Korea) will need to seek solace elsewhere. 

Thus, the book sets it.self an ambitious 
task. The main conclusions that it reaches 
arc reasonable and point the way to sounder 
policy It IS quite emphatic that the length 
of the maturity period is longer than 
generally believed, and even in the Korean 
case it cannot be said that the firms have 
managed to enter the strategic group which 
has been targeted. It is better for policy¬ 
makers to have arlear perception of what 
strategic group is targeted for entry, as 
entry barriers and the learning process 
involved is different between them. 
Otherwise, wrong choices in technology 
procurement, for example may be made. 

Another unequivocal conclusion of the 
book is that with the growing importance 
of .scale economics in global engineering 
industries, it is virtually impossible toattain 
world class efficiency levels without an 
export market. And further, this necessarily ^ 
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JnufU ai«o a refocusing of R and D effwts 
It means that some degree of global 
sourcing is essential, together with a focus 
on some areas tor product development It 
means also tnat a view ot competition which 
IS measured by the number of competing 
firms in an industry is mistaken and clearly 
passe They point out the contrast between 
India and South Korea in this regard In 
India, prior to liberalisation there was a 
strong demand for loreign technology 
collaborations as a source of new product 
technology At the same time a very large 
proportion ot industrial R and D design 
engineers were lied up in achieving higher 
local content ratio in the succeeding stages 
This emphasis on leadapting the wheel it 
not reinventing it however, came at the 
cost of in house product development 
With liberalisation beginning in the 
1980s while technology flowed more 
treely into the economy the overall effect 
on R and D has been highly negative The 
possibility of marketing mainly assembled 
imported kits led to cutbacks in R and D 
activities, as design activities became 
iirelevant The share of private industry in 
total industrial R and D tell Meanwhile 
the lowered entry barriers succeeded in 
creating a fragmented' industrial structure, 
characterised by relatively small tirms 
This may have benelitcd the Indian 
consumers by suddenly permitting access 
to a wider range of sophisticated imported 
products assembled domestically But 
this IS detrimental to the long tcim 
positioning of Indian firms in the global 
industry For what is involved is ‘not 
mere production skills which arc required 
but a range ol skills, such as R and D, 
design and production engineering skills 
With an accumulation of these skills a 
company can respond adequately not only 
to internal problems ot a technical nature, 
but also to the constantly changing 
environment 

Their gloomy conclusion In our 
interpretation the new Indian policy 
tramework is so far, associated with the 
generation of a set of firms and industries 
which stand very little chance of 
progressing from an infant to a mature 
stage in terms of both unit costs and 
technological change capabilities 

Because this conclusion has such serious 
implications lor Indian industry, and 
supports a view quite prevalent in Indian 
scienlitlc and R and D circles, the book 
must be read by those interested in the 
prospects of Indian industry It cannot be 
Ignored because it has made its arguments 
based on painstaking micro level case 
studies, and not on ideological or 
nationalistic appeals Its conclusions will 
not please any particular interest group tor 


It does not argue for bit^iket pfoteetioii^im. 
It does not say that liberalisation is bad 
per se in fact quite the contrary What 
Its findings call for is a strategic 
restructuring of industry, in a manner so 
as to build up competitive capacity via 
technological competence It calls for 
greater specialisation by Indian firms, and 
theirexposurc to international competition 
particularly in export markets The book 
maintains a distance from the burning issue 
of pnvalisation and makes no particulai 
case for the publu or the private sector 
Nor does it advocate an explicit stance on 
foreign direct investment 
What about Korea'’ In this case the 
liberalisation phase began in the 1980s 
Prior to that the chief aim of policy was 
to establish production facilities and fast 
growth under protective conditions, 
though export orientation ot some key 
engineering mdustiies was always there 
The liberalisation phase laid great emphasis 
on the development of an adequate 
technology base Policies duet ted to this 
end included a national R and D programme 
R and D subsidies tax deductions for 
manpower development and preferential 
tapital fur investment in new technology 
These policies were crucial and the book 
argues that they have been sutcessful 
Korean firms m the industries studied, 
while not yet full members of the 
relevant strategic groups, arc well on the 
way Korean technology efforts dunng the 
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dramatic Increases tn such as parameters 
as the share of R and D expenditure tn GNP 
twhich more than trebled between 1980 
and 1990), in the share of pnvale sector 
in total R and D spending (which rose to 
as high as 84 per cent from 48 per cent in 
the same period) and in the total number 
of researchers which almost quadrupled) 
Small wonder then that thcic was a dec line 
in the propensity to use foreign licences , 
and foreign technology payments rose 
slower than R and D The authors conclude 
It IS thus deal that the Korean industry 
has taken some very large steps towards 
improving its technological base Judging 
from the micro studies and the Tiggregate 
statistics the reoiientation of policy in 
Korea seems to have been successful 
(although the change in firm behaviour is 
not only due to liberalisation)' Die 
contrast with India is quite obvious where 
the erosion ot R and D capability 
particularly lor product development and 
the growing dominance ot foreign 
technology lollabontiun is the pattern 
What made the Korean ctfoit successful > 
The auihois point to several tutors They 
emphasise that the Koieaii turns in spite 
of protection were always lompcilcd to 
have an inlcrnati mat mindset perceiving 
themselves as pirt ol the global industry 
The ambitious ones wished to become 
exporters and laid emphasis on in house 
product designing They also were able to 
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products, using th6 internatTdnal trade 
route more effectively to balance domestic 
demands and cost effectiveness, without 
compromising on technological capacity 
building I hey also characterise the 
Korean policy intervenlion as 'enabling , 
incontiast to the Indian 'restiictive' policy 
framework TTiis refers to the creation of 
resources to support firms, sleps to 
improve their risk taking ability, and 
helping shape their vision as international 
competitors There wa*' also greater 
selectivity in Korean intervention with 
icspcci to protection When the Koreans 
shifted Ihcir policy stance towards greater 
compelition from imports the icsulting 
competitive pressure had a salutaiy 
c/fcti on their willingness and ability to 
cxpoit 

Why IS It ihai competition fiom imports 
had the desired effect (unlike India) of 
moving Korean firms in the direction of 
icquiringgri iiti intcrnaiionalcompctilive 
t ipacity' Mere Juobsson and Alam make 
the following imporiani observation which 
succintlly sums up ihe key argument of 
their book it needs to be emph isiscd 
that import libtrails ition can only have a 
positive cticci it there his been a prioi 
building up ol turns with rcsouiccs ot Ihi 
type and chiiacler which make the entry 
into a chosen strategic group in the 
intcinilional industry sc( rn to hr within 
rc icli of (he firms I hit is Ihe response 
c ipacity of ihc firms and industries to a 
trade libcralis tiioii depends on their 
previous Icirnmg experience A tr.idc 
libcniisation must be picccdcd by policies 
which ate designed to support the Icaitung 
process 

1 he m 1)01 lesson which c in he learned 
Irom bast Asi i Jap in and South Korea in 
particulai relates precisely to this aspect 
of teaming in their industrialisation Then 
rcniaikabic pcilormancc has stiniulated a 
vibrant litei attire Some authors have placed 
this particular Icature of ‘learning at the 
very core of their interpretation ol Koricn 
growth as the foundation ol Ihcir success 
Foi example in Alice Amsden's well 
known book (Atia v Nett Giant South 
KoieatindI at) Indiisirialiuiiion) Ihe first 
chapter IS cniillcd Industrialising through 
beaming and the last chapter 'From 
Learner to Teacher At the same time 
there has been much discussion of why 
Indiahastailedioimpress Acriticalfailure 
ol the Indian model of industrialisation 
(according to Sukhamoy Chakravarty s 
Development Planning The Indian 
Lxpt nence) was India s failure to learn it 
IS important to understand why this disparity 
has occurred in the two countnes which 
appeared on the surface to share a similar 
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processes Thus this book addresses a very 
central and relevant issue It is a welcome 
addition to that stream of the literature, 
which argues for a pragmatic and non 
ideological approach to liberalisation 
According to Jacobsson and Alam, “trade 
liberalisation is but one step in a long 
process of fostering infant industries” And 
to concei ve and carry through these policies 
there has to be adequate administrative 
capacity 

We have dealt at length with the relevance 
ol the themes dealt with in this book, and 
the significance of its findings for India 
Wc shall conclude this review with an 
.issessment of the book’s mam strengths 
and weaknesses The major strength of the 
book lies m the micro-level case 
comparative studies of similar industries 
in India and Korea In each case, the 
authors analyse by turn the salient features 
ot the global industrial structure and its 
strategies groups followed by an analysis 
ot the structure strategic orientation, and 
relevant policies affecting that industry in 
the two countnes This ts a very painstaking 
and timeconsuming task, but it iscssential to 
give this type of cmpincal grounding to the 
Itberalisalion debate It certainly deepens the 
leader s understanding of Ihe divergent 
industrial and technological (rajcctones ot 
the two countnes in a concrete way This 
constitutes the mam reason why the book 
ought to be read 

There are however certain weaknesses 
to which attention should be drawn Ihe 
book comprises ol 10 chapters grouped 
into tour parts The first two parts arc 
devoted to the Introduction and a general 
discussion of government policy for the 
Korean and Indian engineering industries 
Fart 3 is the heart ot the book consisting 
ot a mirco level analysis of four infant 
industries m Korea and India The 
concluding Part 4 is made up of 
generalisations synthesis and policy 


cdthditisibiM. I^isticaily. the book reaids 
like a penultimate draft Itfconveys an 
uneasy impression that some 'overview 
chapters' have been grafted on to the core 
micro-case studies The theory 4 ||ld the 
emptncal treatment are not fully integrated, 
and as a result the empirical discussion 
sometimes ends up seeming descriptive 
For example, the assignment of different 
firms to the different strategic groups 
sometimes appears to be based on anecdotal 
evidence The reader might feci more 
convinced if there were some rigorous 
testing of the conformity of firm behaviour 
with the generic strategic tyac Part 2 is 
the weakest segment of the btiik Here the 
authors try to provide readers a broad 
overview of the evolution of Horean and 
Indian industrial policies This discussion 
IS very sketchy, and not too illuminating 
Another weakness (in Part 1) is the book’s 
inability to take adequate note of the more 
recent literature on the role of the state in 
east Asian mdustriahsation, ot which lately 
there has been quite a spurt It therefore 
fails to situate its findings in the literature 
of which It lorms a part namely the 
literature on the institutional approach to 
comparative advantage Finally in relation 
to relevance ol the empirical material for 
the current debate on Indian liberalisation, 
It should be mentioned that the case studies 
refer to the 1980s Given the fast changing 
policy structures in the 1990s this is a 
drawback for a book published in 1994 on 
such a topical subject This may give an 
excuse (to those who would disagree with 
Its mam premises) to disregard the hook's 
recommendations 

To sum up, this is a book woith leading 
for readers who are interested in industrial 
and technological policy and who do not 
believe that libcialisaiion should stop at 
decontrol It should stimulate researche's 
to undertake similar in depth micro studies 
ot indusines situating (hem in the global 
strategic context 
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Women as Subjects ciliitd by Nita Kumai. Strce and Bt)ok Review Literary Trust, 


New FJelhi 1994, Rs 150 

WOMIN /tS SUIUICIS IS I non 
controversial book on (hequcslionof gender 
analyses in Indian ethnography I he lack ol 
polemic makes lor sale cimosi tamilial 
reading Nothing in it could ruKIc 
functionalist sociologists with pre conceived 
notions about the hi isc s ol leminism and its 
impact on value neutril sociology Women’s 
Studies cleaily is heic to slay Ihisbook 
IS about the stability and order ol palriatchal 
systems and ho\c women have been able to 
ncgoti lie within it lind positions ol power 
and piivilegc conipIciTicntaiy to masculine 
sliucluies The lirsi ess iv by Ann Gold and 
llic 1 1 st c'ssiy by Nila Kumar aie somewhat 
diltercnl howcvci troni the other essays 

Gold s essas shows how women s |iower 
IS expressed through shakti but constantly 
controlled by men It shows that in some 
contexts women have been able to subvert 
masculine discoiiise by being sword 
wicldinglhcmsclves riicscction HadiRani 
Beheads Herself expresses the Imality ol 
women s piolesi When her husband deters 
going to wai till the morning out ol his desire 
lorliei Hadi Rani chastises him Me asks her 
for a reini mbiance ol her lidelity, she sends 
himhcrhcad Yet what is it lor hut to support 
masculine concepts ol valour and wai ’ 

I rogei citv and aggiession the aichc 
typical symbols of Icmmisni making their 
entry into the classroom in India' By 
beginning with the strong and violent myths 
ol Hindu sexuality the radical tones ol 
leminist ihcoiy si'em to be asserted Not )usi 
heads but genitals tlv ibout and yes the 
cone lusicyi remains that of male domin mcc 
male-power male assertion The I ist essay 
bv Nita Kumai is also in this mcnle althougli 
c|Uiettr Itlcioksatthewav in which Agarwal 
education lor women in Benares establishes 
the non existence of women s voices in 
ped.igogic iLcords Both Gold and Kumar s 
essays iic icmindcrs that Women s Studies 
must continue looking at wounds il the 
journey is to continue It is not going to be 
easy after all one must have a vocation to 
delve into pun or whit someone called a 
pieoccupatiim with menstrual blood, sweat 
and tears Ncutiality and dissection are 
extremely ambiguous tenris in social sc icnce 
Both essays one by being llagiantly exotic 
eiotic and the othei by going into the most 
mundane notes on women s cduc ation make 
this point vci y c learly I hcv are not ac tivist, 
but m the Weberian sense then biases are 
clearly staled 

The other essays in the volume assert the 
contnbution eenilerstuclies make to a holistic 
sociology Alter ill iheie is no doubt that 
whether it was caste or village studies, 
whether It w as about hierarchy orlandowncr- 
ship.masculinisttcnnsoldiscoui scoperated 


Since women were invisible anyway, it 
contiibuiecl to the seeming objectivity of 
analyses II is onlv very slowly that some 
inroads have been made into breaking down 
the conventional conceptual hierarchies of 
sociology 111 and about India 
It IS this subjecthood of women that the 
essays in the book attempt to upset Gloria 
Raheja analyses the language pf proverbs, 
songs and laughtci of women m two villages 
in Uttar Pradesh She shows how patriarchal 
sti III tines domin.ilt, but women expicss the 
consc loiisness ol subjugation through songs 
<ind pros ei bs ol derision It is not subversion 
111 s a f I iii'L I u nc d loi ni ol sel f c onsciousness 
and lenimmc awareness It lakes away the 
violence ol passivity or unthinking 
acceptance lo say lhat ‘we know and you 
know lhat what you do is about hierarchy 
and power’ is to expicss an opinion That’s 
what women have as a minimum option, and 
anthiopologisis have shown how often 
women find the space in which to irticulate 
their experience of truth and emotion 
Gail Minault his an essay on the swear 
words used between and amongsi women 
III a I9ih century /cnaijg Ihe recorder of 
these insults aie iwo Maul vis who take upon 
themselves to rclorm ‘begamati /uban’ 
Women, it would seem arc the kcepeis of 
language and customs that the Maul anas feel 
are detrimental to punst interest Yet what 
Minault coniiibutcs is the sense of the 
laughter iindei situations of domination 
Sep iralisi lemini st > may see a grav e pioblem 
hcie but il leminism is not to be the mirroi 
opixisiicofmasculmism then Minault sessay 
ancllh itofPalnci i Jeffrey and Roger (citrey 
irc ol great signilic.ince 
Jettreys essay locusesontheJatsofBijnor 
and considers the problems ol liteiacy, 
autonomy and reproductive choices, 
including marriage and contraception They 
come up with the interesting comment that 
literacy docsn t always give women the 
advantage lhat rcforineis believe it must 
fhey cite thsir informants in some detail, 
and most ol them say that whether a woman 
IS educated oi not, she is still relegated to 
the kilchen In an agrarian society, these 
women express their bondage ,o male kin 
lathers, husbands sons, and it seems as if 
they have no freedom at all To kill one’s 
desires or thoughts seems to be the recurring 
theme here and the mode by which women 
survive in the complex situations of 
palriarchal joint family life 'The authors of 
the essay do provide alternative glimpses of 
women who’ve lost out on education and 
autonomy but believe their daughters will 
have a diflerent destiny 
William Sax shows how the songs of 
Garhwal represent Nandadevi in her many 
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multiformity as corresponding to different 
points of the female life-cycle, where 
sexuality and danger become conjoined, and 
energies must be bound through sacred rituals 
and social conventions He handles the 
ambiguities of erotic and childless ‘mother’ 
goddesses with great ease and shows how 
myths and proverbs coalesce, and become 
Ihe way in which men handle the complexity 
of their relationship with women William 
Sax represents the encounter between llw 
two sexes as continually shifting, transitory 
and transformative This theme of the actual 
relationship between men and women 
certainly needs more careful handling and 
more detailed analysis by anthropologists 
Sax s contribution is significant*because it 
shows how important a man’s perspective 
on issue’s concerning women is It is this 
dialogicity that will allow us the possibility 
of realising Marcel Mauss’ dream of a total 
social fact’ 

Leslie Fleming handles the problem of 
women sliminality insomedctail Theessay 
looks at Cornelia Sorabji, an elite Indian 
Christian of Parsi origin Shenevermamed, 
but represented princely and high caste 
widows .ind orphans in litigation She did 
not challenge masculinistorderoutnght ‘but 
challenged men s abuse ol women s rights 
within those structures thus achieving 
incremental changes lor these women’ 
Kripabai Sathianadan and Pandita Ramabai 
are <ilso <inalysed by Fleming as two women 
who stood on the borders of the British and 
Indian worlds and negotiated carefully in Ihe 
narrow passages that society allowed them 

I his book IS useful bee ause it has a certain 
theoretical tranquillity aboulit Nooneneeds 
lo shout here lo be heard - the point is made 
veiy correctly all the time II reminded me 
of Virginia Woolfs characters, many of 
whom descnbeiheirown lives with propriety 
and in pain while Woolf s political tracts and 
biography stand apart from the people she 
created Yet each of hercharaciers isa symbol 
of the lime, and makes sense of her life m 
the cabin spaces soc lely provides Nita Kumar 
and her colleagues seem to bedoingjust this 

The steadfastness of their position thus 
projects a certain quality of anthropological 
objectivity Women’s perspectives, they 
seem to argue, is as valid a stance to look 
at reality from as Marxism or Functionalism 
Methodologically, then, women are not 
subjects m a dispnvileged sense, they can 
become the definers of discourse Mote 
scholars, who are sure of their gender identity 
like William Sax jmd the novelist Peter Hoeg 
arc necessary in the field, so that the discourse 
retains the mullifacetedness which is the 
characteristic of sociology Gender studies 
cannot remain in a women’s closet, and all 
theoreticians of inequality need to Understand 
why a singer called Aurora on Music 
Television said “How is it women tend 
towards demographic majonty all over the 
world but are treated under minonty issues?” 
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Economic Reform and Ecological Refurbishment 

A Strategy for India 

J Mohan Rao 

In a pievious artnU the ilegmdid state oj India s environment was documented but the ness that growth per se is 
the culprit ssas i ejected fhis cuticle presents the ease for an alternative economic stiategy to SAP—needs onented economic 
and ecological development or NFEl) which direets economic rejoims to the fulfilment of basic needs, employment 
expansion and to a measure of environmental restoiation and protection Dec entralisation and debureaucratisation of the 
public domain are advocated but class ctnd regional inequalities are recognised as formidable obstacles 


IN an ittiilc published in a previous issue 
ol this journal' we documented the broad 
contours ot the degraded state of India s 
environment Although degradation is 
doubtless related to the growth of economic 
activity and ol population we icjccted the 
Slew that growth per sc is the culpni ind 
Its implication th it growth must be halted 
The flaw ol the development model adopted 
in India arises not trom its alleged Ihralldom 
to the so called wcsiein model but trom 
Its failure to produce economic growth suited 
to fulhimg the needs of the vast majotity 
ol Indians Iht icckless resource intensity 
of growth and the social conllicls it has 
engendered are also ultimately lelated lo th s 
failure 

In this sequel we employ the inalysisand 
results ol the carl ler artic le as the groundwork 
lor examining alternative economic 
strategics Since the crisis ot 1991 the 
structural adjustment programme tSAP) 
adopted by the government has ushered in 
major changes in business as usual though 
none of these is explicitly aimed at 
ensironmcnial loncerns The first part ol 
the following section the following is 
devoted to a brief consideration ol these 
changes and their portents lor India’s 
ecology The rest of the section constructs 
a case lor an alternative to SAP - needs- 
oriented economic and ecological 
development or NEED- which directs 
economic reforms explicitly to the lultllment 
of basic needs, employment expansion and 
to a measure ol environmental restoration 
and protection In addition to providing 
theoretical reasons for latge areas of 
complementanty among economic growth 
(properly reckoned), equity and ecological 
refurbishment, we list priorities for 
environmental action for the coming two 
decades Tbe list is offered not as a blueprint 
but as a complement to the macroscopic and 
strategic locus of the paper 
Section II addresses critical opportunities 
and problems in the implementation of 
NEED In joining the growing chorus of 
voices for effective decentralisation and de- 


bureaucratisation ot the public domain (both 
polilicdlly and economically) we point out 
how NEED can exploit synergv in 
implementing programmes of employment 
creation, basic needs fulfilment and 
ecological reconstruction At the same time 
It IS noted that class and regional inequalities 
pose formidable obstacles to actually doing 
so All the same, substantial devolution ol 
powers to the people is advocated together 
with some elements of joint management, 
in terms of both authority and responsibility 
between decentralised institutions and state 
organs Einally we briefly touch on the use 
that NEED can make of markets and prices 
Market based instruments may be 
eilectively used to finance redistnbutive 
transfers that NEED will require In some 
important areas these can also be designed 
to cut down environmental degradation 
from above’ In yet others however such 
interventions if they are not outright 
counter productive to the goals of NEED 
may nonetheless producedifficulttradcofls 
between social equity and efficient 
environmental restoration (or equity and 
growth) 

Section III IS a preliminary sketch ot the 
macro-economic requirements and 
implications of NEED Using a functional 
classification of economic activities into 
infrastructure environment, non market 
basic needs, safely nets and a residual sector, 
we use the government’s Eighth Plan 
document, in conjunction with assumptions 
that are more or less justified, to provide a 
rough estimate of ctirrently planned outlays 
in both private and public domains for each 
of these sectors This is followed by a 
reallocation of outlays to reflect (in very 
aggregative terms) the pnonties of NEED 
This allocation is also cross-classified 
organisationally into private, public and 
people’s sectors to incorporate the proposed 
decentralisation of decisions and actions 
under NEED We then draw out the main 
macro implications ot NEED - for public 
fi nance, budgetary transfers, overall resource 
mobilisation and the external balance 


I 

Needs-Oriented Economic 
and Ecological Development 

In response to mounting internal and 
external debts and a massive payments cnsis 
in 1991 the government ol India initiated 
the structural adjustment programme (SAP) 
Although the reforms and even the crisis 
Itself cvcntu.illv came to be rationalised m 
terms of the growth constraint located m a 
dirigiste policy regime, this is hardly 
compatible with i decade ol piecemeal 
reforms that preceded the crisis At the very 
least, SAP implicitly acknowledges the 
unsustamability of growth achieved m the 
1980s - unsustainable not m ecological but 
in fiscal and foreign exchange terms The 
next section is devoted to an environment- 
oriented prognosis of the likely effects of 
SAP The rest ot the section constructs and 
defends NEED as an alternative strategy and 
considers institutional issues c onnected with 
Its implementation 

SAP 

Economic policy changes sinte 1991 
undoubtedly mark a major attempt at 
redirecting India’s economic fortunes 
However, nothing in SAP suggests any 
explicit changes m environmental policies 
or regulations, many of which were instituted 
m the second half of the 1980s under pressure 
fromtheenvironmental movement Thisdoes 
not imply, however, that it will remain 
business as usual so far as the environment 
IS concerned The impact on theenvironment 
IS not invariant across policy regimes, nor 
will growth performance be independent ot 
the environmental state Trade and exchange 
liberalisation is the key driving force behind 
SAP Since renewables arc underpriced in 
the status quo, renewabics-intensive 
production - forest products, some food and 
cash crops and many polluting industries - 
will gam from the hidden subsidies and 
likely show up as exports [Lcic 1991] ^ 

In meeting the export imperative much 
hope IS reposed in liberalisation of 
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ajtncUltural pnces, trade and agro-exports 
including cereals, processed products ol 
horticulture,andlish II (ulliled,ihisislikely 
to pioduce a coiillici with domestic needs 
foi lood, lihre and fish Many stales arc in 
the piocess ol i -veising land ceiling laws 
to pave the way lor the lieveiopment ol 
corporate lariiis, lislicnes and plantations 
Unless strict enviionmc iii i! legulations arc 
adhered (o.tiid llie uiow the onlined lo limited 
aicas consisieni with l.ind use plans lhal 
place basic domesiu icqiiiremenis and 
people s livelihoods .11 the lop .tgri-business 
IS likely lo increase the strain on land- and 
w.iicr b.iseci lui.il piodiiciioii 

(here is anothei ob)ecl ol Hade rclorm - 
to induce elliiiciicv in many monhiincl 
industiies VII compciilise pressures II 
successitil llun India may be able lo export 
high technology and manul.ictuied goods 
This IS not the pi ue lo ev iluatc the merits 
ol this case ' Hut we c.in be certain lhal the 
pressuies on m.iny Indian industries to 
resli IK lure will leave ihem with little patienc c 
loi environmenl.il niceties Problems ol non 
coiaplianc e with si.ind.iuls will grow .ind the 
pollution conliol boaids may lind their 
ImiilecI ciiloicenient c.ipabilities sorely 
lested As r.iyloi (l‘W2) .iigues, .here aie 
seiious contlicis between libet.ilised Ir.tde 
.indenvironmeni.ilsi.inci.iicis India logeiher 
wiih nianvothei pool couniiiesol the woild 
may Intel duty indiisliies being added lo its 
list ol scclois (such as sweatshop 
ni innl.itloitcsi with ‘comp.iialive.idv,uit.ige’ 

IimIxM IS one aiea where liberalisation 
may swing things ihe oiher way Imitoit 
lilK'ialis.ilion picKliiced .1 lour lold use in 
im|torls including piilpwcHKl between 1986 87 
and 1991 | World Hank 19911 Hut w'e h.tve 
ilready noted that w iih the right c oiisei vatiori 
.indalloresi.ilituipolicies,Inch intorestyields 
could be laised Ihe more genei.il pcnnl is 
lhal li.icle libeialisalion must limit the 
possibilities ol using trade (xilicy as a pro- 
enviionmenl tool It is one thing loi ,in LDC' 
lo use tiacle to optimise Its ownenv II onmenlal 
obiective but t|uile another loi it to accept 
lheenvnoiinieiii.il implicationsol Iibct.iliscd 
trade SAP obi iges plannei s to lorego the oni 
.intl to be icsiuncci tci the other'' 

A set Olid m.i|oi tliiusi ol SAP 1 . 
tieiegul.ilion piiv itis.iiion knocking 
subsidies oil and genei ills getting the state 
outol iheeconom> (hiiheoiieh.nid given 
the compulsicins ol India's political 
economy inuc h ol this is as yet pious hope 
and. on the otlui indislinguishable liont 
mere list.d belt tightening On the third 
hand, lor two do not siillice even it thev 
should come to liuiiion and do wondc rs Itu 
giowth thev do not bode well (01 the 
ciivironmciit Inst it is most unlikely that 
pollution contiol .ind environmental 
resloi .ilion exivodiiui es w ill use above then 
present measly levels given a sli.ilegy 
wedded 10 iric kle-tJown ind maximising the 


profit incentive Second, With the (mu^- 
needed) dismantling of licensing, the 
icsponsibihty lor pollution monitoring and 
control has been shilled largely lo the whol ly 
inadequate mechanisms ol slate aiwl city 
governmc ills .is pail ol then physi.'.ii 
pl.inning mand.ite FSivaiamakiishn.in 1991 
volume 11 Ihiid. the unscrambling ol 
subsidies is unlikely 10 rcic.i' ■ lunds ni ways 
that will hurt the nc li and the (loweilul raihci 
than the pooi (aiviionmenial deierioi.ilion 
Irom below m. y then get ex.icerbalcd 
I be point just made brings us to Ihe 
prospect lot employnicnt and b.isic needs 
liillilment I abour loice growth which 
slowed III the 1980s. will acceler.ile in the 
nexidccadeoi iwo Although Ihe withdrawal 
ol chilchen .ind voungpoisons will continue 
the shareo( the woiking-.ige population will 
rise .inci women s I dxuir (orcc participation 
will also use |(}o\ernment ol India 1992a 
volume I] fjVen it toim.il sector growih 
should .ICCelei.ite the dec.ule ahead will 
probably replicate the 'jobless growth’ 
pattern (within Ihe tormal sector) o( the 
1980son ac coiiiitol a shrinking public sector 
and apn vale sector undergoing lesliuclur mg 
( mploymeni will have to be gener.iied 
essentially in the unorganised sector With 
lespeci lo this secpii, the liberalising 1980s 
have seen two conii.iry trends One is a 
quickened p.ii c ol cm|iloymcni growth in 
the small sc.ih ind inlorrnal sectors, p,iitly 
aided by continuing labour in.irket barriers 
III the loi mil sector and attendant suh- 
ccmtractmg While this iiencic.in be expected 
lo continue, leccnt moves lo dismantle 
directed cieclit with subsidies m.iy well hurt 
Ihe employment intensive small sector 
Should Ihe siiucturc ol tnclusitial output 
shi 11 on balance aw ay I rum ml orm.il to loi inal 
entei pi ISC'S this vsouldpreseni .in unpleasant 
li.ideolt between employment and Ihe 
environment 

in all. the environmental pluses ot .SAP 
appear dwarled by the minuses Fven it 
growih expectations arc lealised the 
employment piciuic looks murky at best 
I hcsubsistcnce.rnd lesouice based economy 
ot the poor will be Icll lo its own devices 
(or woise) Any growih Ih.il manages lo 
trickle down w iih custorn.iry state help is all 
there will be to lessen the backlog ot 
iins.itistiedb.i.ic needs Thegrowihoptimists 
piomise in the next couple ol decades what 
might have b.en realised in the past lour • 
laising Ihe masses ot India’s poor at least 
to the level where their b.isic needs would 
be lulliled Hut in Ihe lamili.u bargain 
lavouiing giowth’c.ver development’,both 
human well.ire and environmental health 
h ive been s.u riticed (and, some would say, 
growth list It has been lower than it might 
have been) Alicmatives rmisl be tound that 
do not, once .ig.iin, gamble .11 the expense 
ol Ihe poor i hat way also lies Ihe best hope 
lot resioiing the withering environment 


The rich xccin to be getting ncher, the poor 
nioie inarginalisccl Development priorities 
appear to have been reversed The philosophy 
of lirsi things lost or antyevdaya - the 
principle ol acldicssi rig the l.tst person first - 
appeals to be standing on its hiMd this is 
the ultimate negation ol Gandhi and all th.at 
he svmboliscs I lain 1987 211 
Whatever vlew one may l.ike ot Gandhi’s 
moral philosophy concerning the limned 
standing that matcii.'il consumption ought to 
have in human well being, at the present 
junctuic in India a powerlul c.isc can be 
made toi an economic strategy that is 
Gancihian in spirit without necessarily 

atlirining 'Gandhi and all that he 

0 

symbolises Ihe sli.ilegy will .ucord the 
highest piioiily lota) the liillilment ol basic 
needs, (b) the ciealitm ol employment that 
wall he V iitually gii.ir.iniced as an individiiat 
light .ind (c) the enlistment ol people’s 
elloitsiniclurbishingihccnviionmeni S-n h 
a strategy, we wish to argue, makes good 
ec onoinic and environmental sense overa'td 
above its ethical ajvpcal We may call this 
instil,iiieni il G.mdliism’ and choose to 
distinguish It Irom 'philosciphical 
Gandhism' But given the muliilarious 
connotations'’ lhal Gandhi s name evokes, 
itissirnplertocall It'NLLD' needs oiiented 
economic and ecological development'’ 
NLbD IS centred on the intcr-rclated goals 
ol basic needs (BN), employment and 
environmental restoration Its ethical 
jusiiliC|ilion maybe founded on 'antyodaya' 
or equivalently on Kawls’mramimpnnc iple 
Whereas .ichieving a signilic.ini measure ot 
soc 1 . 1 l cq'iitv will he a stni’ qua lum ot 
NhhD. economic growth may Ire its fallout, 
not Its prime mover' Nevertheless, NEED 
envis,iges institutional and policy changes 
in lavoiir of equity and environmental 
reslor.iiion, not just as marginal correctives 
id market inetticiencies but as critical 
inputs lor growth itself Its economic 
justific.ition IS based on the beliel that 
combining BN .indenvironmental restoration 
rathci than pushing economic growih is the 
low cost route lo both - costs reckoned not 
only in teims ot investment and foreign 
exchange but also in terms of uncertainly 
lircversihilities and umertainties attached 
toeconomy-environmcnl Intel actions favour 
prudence Operationally, this means 
minimising the lime required tor the 
demographic transition on the one hand and 
lor meeting basic human needs on the olhei * 
BN may be classified in leimsol die mode 
of pioduc lion and /01 distnbiition ol the 
lelevani goods and services - market, 
individual subsistence activities and public/ 
collective piovision A somewhat different 
categorisation, the one .idopicd here, is in 
terms ol jirivate gotxls (lood, fuel, clothing, 
housing), quasi-pubhc gotids (drinking 
w.iier, sanitation, health, education, land lor 
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hrtusmg) and public goods ^cieaftmr) Quasi- 
puhhc goods, though not public goods in 
(he Sainuelsonian sense, are subject to 
signitu >*ni scale economics, exteinalities 
and transaction costs that typically require, 
Lspeciallv in a poor economy, that their 
provision and management «lrc in the public 
domain We should note in passing that BN 
standards - certainly lor housing but even 
lor nutntion - are not easily delined ‘ This 
IS not, however, an insuperable obstacle 

Though we treat employment and environ¬ 
ment together with BN as ihe goals many 
would argue that only BN constitutes human 
welfare, employment .ind ens ironmcni being 
meicly instiuments lor furthering wcllarc 
Phis IS ot course debatable but that is not 
the tack we wish to take Rather, we believe 
(i) that employment is iiiiic il more so in 
a pool capitalist economy where a social 
wage IS all but absent than tn ,i rich one to 
the acquisition ol puichasing power loi 
meeting BN s.itisficd by private goexis and 
(i I) there is a high degree ol c omplemenlari ty 
in both policy design and inipicnienlation 
between BN piovisioii and enviionmcntal 
lestoration ( hoict s,indactionsunderNLf D 
must be governed by minimising costs lor 
set standards By tar the most dilliciilt part 
111 clabotatmg these is the setting ol cnviion 
mental standards - a task that we addiess in 
this paper in oiilv the bro.idest terms 

C OMPI I MINIARIIY 

We begin by noting the direct links ol 
complementarity and then address the 
indirect ones Some BN .irc .ilso delining 
elements ol the envnonment Improved 
access to drinking water ind sanitation 
constiiulecnvnonmcnlalimprovements The 
satislaction ol these needs removes some ol 
the most pcniic tons negative extern dines on 
health and productivity Better land use 
planning in ruial and especially urban <ire is 
designed to meet the land requirements ol 
housing can similarly piomote a healthy 
living envnonment and reduce slums Secure 
and low cost availability of fuels that are 
safe tor health can similarly restrict 
encroachments on torcsts and commons 

While sonic BN arc bcsl satisfied in the 
public domain an unemployed or 
underemployed person lacking sufficient 
income will soon find herself unable to 
satisfy some ot Tier most pressing needs 
including food Even BN services rendered 
in the public domain such as schooling and 
health care require complementary private 
expenditures of time and money But the 
converse is also true, i e, a person whose 
BN are satisfied will be more employable 
and more productive as a worker healthy 
and educated people also generate health 
and knowledge externalities for others 

NEED also offers about the best chance 
lor the steady and rapid expansion of 
employment opportunities Thisisespecially 


so at the present jujWtUt wheft industnal 
.ind trade reforms otherwise necessary for 
etiiciency and fiscal savings are likely to 
diminish job growth Massive employment 
could be created through activities aimed at 
the restoration ol the ecological infra 
structure, including forests land, and water 
resources, through employment guarantee 
schemes "’This will have multiplierellects 
on employment ,ind incomes particularly it 
the poor have the right to use the assets 
created [van der Hoeven IW2)' 

Reduced population growth is an important 
vehicle lor complcmcntanty within NEED 
Following the discussion jn the previous 
p qiei we assume that it is desirable to limit 
Ihcgrowlhot nurnlxrs chiefly lor ecological 
reasons t his will also case the requited rate 
ol growth ol job Cl cation As per Ihe Eighth 
Plan slong-teini|iiojcctions ’’populationis 
expected to be ibout 1208 million in 2 0 H 
or 1 18 times its present sue of S76 million 
at an annual growth rate ot I 62 per cent 
(Table I) The plan also anticipates the 
economy to grow under an SAP initialed 
traiccloiy at about S 62 pet tent per annum 
to about 2 98 limes its picsciil sue 
the Eighth Plan piojctlions arc alicady 
premised on the issumpliunot unprecedented 
future success in achieving population 
control Intact comp irison shows that Indi i 
IS piojected to enmy the same growth rate 
that Kerala had during the past two decades 
Kerala s annual rale ot population growth was 
I 92 per cent in the l97(i. and 1 28 per cent 
111 the 1980soi an iverage rate ol 1 60 per cent 
for the 20 year pciiod only slightly lower 
than the protected r iie tor India as a whole 


We do not doubt that Keraia's population 
trajectory could be replicated bv the rest of 
India over the next two decades What we 
find implausible is that it could be dune with 
business as usual Kerala spends ovci halt 
Its budget on education and health Elsewhere 
Ihe dysfunctional devotion to the family 
planning umiponent has had a catastrophic 
edecton healthcare (AntiaI992 44J Unless 
expenditure pnoiities tn the problem states 
and at the centre are changed substantially, 
the replication ot Kciala’s experience must 
remain out ot reach An increased total and 
iltercd composition ol expenditures in the 
social sectors will be needed because infant 
mortality, female literacy and job 
opportunities tor women ate the crucial 
determinants of birth rales T he fact that the 
cllectis c demand tor repi oduc li vc control is 
signilicantly lower among the rural and 
below poverty groups also points in the s,imc 
direction Thus the aloremcniioncd 
population projections could/would be 
supported by Ihe reorientation ol policies 
and expenditures envisaged under NEFD 
With business as usual .and population 
growing at, s.ty 2 0 per cent annually, the 
2011 pojiulation will be 1102 million oi 
nearly a i(X) million larger than the NLLD- 
based’ piojection Phis is not a small 
dilferencc from the viewpoint o( reducing 
pressures on the cnviroiinicnt especially as 
much of the ditleience will be concentrated 
III the st.uts which aie presently suttenng 
from low human development indicators as 
well as sevete ecological problems 
Pro-enviionmcni and pro equity 
(including BN) jrolicics are ollen feared to 
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IVriod Hmh Rate Death Rate 

Populalion 

Growth Rate 

1961 71 41 

19 

S48 

2 20 

1971 81 17 

IS 

()81 

2 2? 

1981 91 il 

II 

844 

2 12 

1991 201i 21 

7 

1208* 

1 62 

1991 201 i 


1102 

2 00 

Note * Fxtrapol iled Irom the year 2(X)7 
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(Ri ( rote) 


Stale Sector 

Market Scctoi 

Total 

Inlrastnicture 

2 26 964 

49 018 

2 76 002 


(26 1) 

(’^6) 

(117) 

Environment 

i9 90r) 

S776 

45 682 


(4 S) 

10 7) 

(5 2) 

Non market BN 

SO i02 


SO 102 


(S8) 


(S8) 

Safety nets 

47 Sii 


il sn 


(SS) 


(SSj 

All other 

69 191 

1 82 186 

4 SI S79 


(«0) 

(41 8) 

(SI 8) 

Total 

4 14 098 

4 17 0(X) 

8 71 098 


(49 9) 

(SO 1) 

MOO) 


Note Figures in parenthesis are percentages 
Soun e Oovemiiieni of India (1992a) 
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* "(Seti^ fiQia icmmie growth. This issue 
needs to be considered at two levels The 
first concerns proper accounting 
Conventional national income accounting 
counts pollution abateiiicnt expenditures as 
part of GNP and makes no allowance for 
the depreciation ul unpriced natural capital 
01 the cost ot unmitigated pollution 
Likewise, it weighs each rupee equally 
regardless ol who receives it or what it is 
spent on fven supposing that NLLD will 
reduce growth as conventionally measured, 
this need not imply a reduction in welfare 
as measured by income properly adjusted 

At the second level we must confront the 
growth implications (as conventionally 
measured) of NLf D Other things (equity, 
BN natural c.ipital) remaining the same, we 
argued earlier that income growth is bioadly 
desirable both tor raising consumption and 
to improve the environment It is time now 
to look at the growth enviionment links 
more closely 

Traditionally thcoptimalgrowthpiobicni 
with a labour suiplus has been analysed on 
the twin piemises that employed workers 
must be paid an insliiutionallY set wage 
and that wages aic wholly consumed 
Under thise conditions the saving rate 
cannot be directly optimised (through fiscal 
policy tor example) .ind the capital Kaboui 
ratio emeiges as the control instrument 
(Marplin U)76| (liven the stock ol 
(physic il) capital incieased current 
employment or labour intensity reduces 
saving and growth Depending on the 
discount rate, the social optimum lequiies 
current employment and output to be ratsed 
above tne market level (to favour the present) 
and reduced below the unconstratned level 
(to lavotii the lutuic) 

A paiallcl lormulation of the debate over 
sustainable dc\ clopmeni is possible I irst 
assume th,il output is determined by I tbour 
andstocksol physical .ind(ienewablc) natural 
capital Second suppose that dilliculties in 
directly policing the environment preclude 
the Inst best optimum Then restrlining 
current output may be necessarv to limit the 
resource intensity ol production i e to let 
natui il capital icnew itsell The lowei the 
social discount rate the lowei must ciincnt 
output be It the constraim*cl optimum 

Neither foimul.ition is adequate to the 
present discussion I he lust one ignore' 
natur.ll and human capital toimatiun while 
the second ignoic s unemployment and human 
capital Observe lirst that the addition ol 
human capital (or BN bro.idly) that is 
undersupplicd by the market ctlcctivcly 
places a premium in the lirsi mcHlcl, on 
current consumption as conventionally 
measured in national accounts (provided it 
IS of the right sort and in the right hands) 
Even without the complications of natural 
capital, this is the basis lor promoting BN 
Second, if such human capital is 


ccnpiCRieotary to naituw cifisui, a simwir 
premium anses in the second model as well. 
Third, the premium on human capital (or 
current output) in the second model is raised 
further if there is unemployment, and 
additional employment adds to the fulfilment 
of BN Fourth, il increased BN lulfilmcnl 
reduces unemployment by reducing the 
growth ol population, this raises the premium 
still further Inshoit the utiilicd model with 
the stated assumptions favours the promotion 
ol basic needs and employment in older to 
(I) directly increase productive capacity 
and (2) indirectly protect natural c ipital from 
inadequate regcnciation On these grounds. 
It may be argued that NEED is the valid 
policy even it growth is the goal 

lliat the market undcrsupplies (ceitain 
kinds ol) human capital and that reduced 
unemployment augments human capital are 
not assumptions open to doubt in poor 
countries In a picvious section we have 
.argued also that mcicased BN lullilmcnt 
leduccs population growth But why should 
human c apital and natural capital be assumed 
tobccompicnu nt iry ’Thcmainjustification 
is’as lollows When people (the poor or 
unemployed) have little access to the capital 
available in the organised oi market 
economy, thev meet their most b.isic needs 
IS best they can through (moie or less 
iinpoliccd) subsistence activities 

1 he poor live wiih.ii a biomass biscd subsis 
tcncceconomy all then fundainenlal needs 
(lood fodder fuel liiewood cowduiii’ 
crop wastes fertilisers - dungmanure leaf 
litter butjdin) matciials timber thitch 
and herbal medicines) aie collected tofun 
ft (eh) Irom the iniinediate environment I o 
these tnay be adcU d w atei which though not 
abicsmassitsi It isbiomass relatedandciucial 
forsurvivil (CSl I OSS cmph.isis added) 


' ro op awp, wis ncou om, m ouw pr ntmfr 
destroy itatur^ regeneration We have seen 
how the growth of population, the enclosure 
and cxpropnation of the resources of the 
poor under the combined onslaught ot 
technology and the organised market 
economy, and the breakdown of traditional 
community-in brief, the marginalisation 
ol the poor - rcndeis their sell-provisioning 
activities desiruciive ot natural capital So 
long as these conditions continue to 
marginalise them, natural capital must 
degenerate Conversely, when their needs 
arc met by the oigamsed economy so that 
physical capital substitutes tor (at least some) 
natural capital, the degeneration is reduced 
it not hailed 

Our argument is not that meeting BN 
through the organised economy is not 
destructive ol n.tiurdl capital This may or 
may not be the case as argued earlier much 
depends on institutions policies and the 
wealth distnbuiion whose influence is only 
visible when ‘natural capital' is 
disaggregated Our argument is simply that 
undci certain institutional conditions 
subsistence becomes dificrentially more 
dcstiuctivc (or less constructive) ol Ihc 
natural cnsironmcnt ilian (he organised 
economy IhedillcriiUialistobc explained 
not only by dillcicnces in produclion 
lechnologiLS (higher intensity ol physical 
capital and sc tie economics in the use ol 
natural capital in the oigamsed sectoi) 
between the two modes but ilso by 
dilteiences in jxrlicing lechnologies " Noi 
should our argument be constiued to imply 
i puiiK technology based solution The 
ichahilit.ition ol margin.ilised people will 
havi to coiilronl the vciv institutions and 
properiv lel.ilions lint have marginalised 
them 
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PtnaHy, we must explain why we consider 
equity to be a sine qua non of NEED For 
one thing, NEED will require additional 
fiscal or other ways of using the income of 
the rich to pay tor redistnbutivc tfansfers 
and to finance the public domain For 
another, our analysis is consistent with 
understanding degradation ‘from below’, 
in Myrdallian term'> as the ‘backwash’ 
etlects ot inequitable growth whose spread 
IS narrowly limited Equitable growth will 
be necessary to establish a more ctticient 
margin between forced degradation from 
below and wanton degradation from above 
by arresting these backwash effects 
Furthering equity in the present is critical 
to fostering equity between the present and 
the future In the medium term, equitable 
growth IS green growth, in the long term, 
this can also mean ahigher rate of sustained 
growth 


Priori nes 

Taking our preceding analyses of both 
environmental experience and strategic 
alternatives as a basis, this section suggests 
a list of priority environmental actions for 
the coming two decades The list is, for the 
most part, qualitative me hai.tc ter Available 
evidence on the investment and opciating 
losts of various actions, their employment 
potentials and efficacy in terms ot 
environmental indteators is skcletal^rtd 
fragmentary Nor are there extensive 
studies ot the health and productivity 
benefits of various pollution abatement 
and resource regeneration options While 
effluent and emission standards tor 
various industiics or souices arc iround 
they do not add up to standards for water 
or atr quality Natural resource accounting 
has barely made a beginning in India 
[sec lOlDR 1992] 

The list of environmental prionties that 
follows, supplemented by BN pnonties, is 
of fered not as a bluepnnt but as a complement 
to the central analysis of the paper which 
IS strategic and macroscopic It is faiily close 
to the itemisation in a statement prepared 
for UNCED [Govcinment ot India 1992b) 

Employmeid food, clothing, housing, 

a- health,education,landrurhousing 

Basic Needs fuel drinkinew.itcr, sanitation 
clean air 

Environment population 

biomass and forest regeneration 
soil-water conservation and 
agriculture 

irrigation and flood control 
urban habitats 
eneigy options 

Environmental priorities listed above 
ment more detail which is provided in the 
rest of this section leaving the discussion 
of investment allocations fora later section 


(i) Papulation 

Although listed as a ‘high priority’, 
population control will be a fallout of NEED 
rather than a major area for public 
expenditure, at any rale, nowhere on the 
sc.ile proposed by the World Bank (1992) 
or bv WIDER (see Jayawardena 1991) 

(ii) Biomai and ! ore it Regene/ation 

A realistic taiget for the forest area in 2013 
as a share of total area would be 30 per cent 
or 100 mh, which implies afforestation of 
36 mh over a 20 year penod Of this 26 mh 
can come from wastelands already recorded 
as forest areas, the remaining 10 mh could 
come fiom afforesting a quartet of all 
presently unproductive non-forest areas 
Porcst growth at about 2 2 per cent per 
annum will not be much above the expected 
growth rale of population after allowance is 
made lor conservation forestry While non 
fuelwood demand is bound to grow taster 
than this, this should still leave enough room 
to meet most demands including fuelwood 
needs Nonetheless with technical inputs 
and better management, there is considerable 
potential forraising forest yields With such 
efforts. It would become possible lor India 
to have a stable forest cover and yet h uc 
a surplus of timber for export 
Provided the growth of the cattle 
population can be kept at or (ideally) below 
past rates the growth of agne ultural residues 
can be made to hear an even larger share 
of the burden of fodder demands than they 
presently do With local efforts u 
rehabilitating gia/ing commons, it would 
appear that the fodder lequircments of the 
country can be adequately met while, at Ihe 
same time, containing grazing pressures on 
forest areas * 


In one sense, the anthmeiic above is 
misleading Fodder fuelwood and biomass 
generally are not notably tradeable goods 
Hence, the key difficulty will be growing 
biotic pressure in Ihe more backward agro- 
climatic regions Great migrations arc 
probably not on the cards Hence land- 
based pioduction III these regions aie going 
to need substantial public expenditures and 
subsidies to support the requiicd growth 

fill) Soil Water Comen'ation and Agntidiure 

The immense problem of soil erosion and 
land degradation must be attacked with both 
curative and preventive measures It all of 
the degraded agncultural land (83 mh) is 
targeted tor refurhishmcnt the annua) 
recovery latc works out to about four mh 
a year On grounds of efficiency, it would 
be piopcr to fii st taigel Ihe water logged (six 
mh) and saline lands (seyen mh) in iiiigated 
areas where the returns to reclamation will 
lie highest 

On the pieyentive side, piotectise and 
pioductivc combinations of soil and water 
conscrsation efforts are called lor Micro 
watersheds lor the more fr.igile .md water 
stressed sods of the semi and icgions will 
have to be a lop prionty W.itersheds in flood 
prone areas and soil i onserv.ition in upjier 
c .itchmenis are also needed to leduce damage 
by Hoods and the silt load in rivers 
Allorestationeverywherc" willbcaneccssarv 
part of these efforts 

I here is no viable alternative it food 
needs aie to be met, to the current model 
ot high input agriculture Rut Indian land 
yields remain very low by world standards 
relative to non Kind inputs I fluiencs inthe 
use of water and othei inputs will become 
increasingly nccessiiy lo ensure sustained 
growth in the irrigated icg.ons such gains 
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IS a compilation of articles, attempting to cover the entire gamut of problems -- child marriage, 
polygamy, divorce, inheritance, ilhteracy and socio-economic status 1 he contributois many of whom 
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tw een \ lolent ethnic conflict and dev elopment its second part elaborates on the Ramjanmabhoomi-Babn 
masjid issue and the communalisation of the Indian Polity The Telegraph 



Orient Longman 

Orient Longman Limited, 3 6 272 Himayatnagar, Hyder abad 500 029 


I7S4 


Economic and Poltucal Weekly July 15, 1995 



\viUat«ohelpredi«»thChtntitAit(soi(do^ 
water pollution) effects of modern 
monocropping Research will have to 
particularly focus on ways ot raising the low 
yields in the ramfed regions Shifting over 
to a less water-intensive production nux 
(away from nee and wheat and towards 
coarse cereals and pulses) can conserve water 
and enhance nutrition substantially Bio¬ 
technology research for Indian conditions 
must assume a high prionty in national 
research programmes - for example, genes 
resistant to water-stress will produce far 
higher returns (besides generating 
employment) than genes that will be weed 
icsislant (which will reduce employment) 

(iv) Irrigation and hlood Control 

The non engineering elements of large 
d im projects c in no longer be ignored or 
under funded Procedures and criteria in 
rehabilitation and resettlement programmes 
as well as all other planning aspects should 
lie open to public scrutiny Soil conservation 
in the catchments is essential to stem the 
decline in the useful life ot reservoirs 
Simi larly command area development must 
be fully funded to ensure efficient use ot 
soil md water Soil water conservation 
investments may actually raise the benefit/ 
cost ratio of water projects [Khoshoo 1987) 
contrary to the tears ot engineers 

All things considered a tilt in favour ot 
minor irrigation would best serve the 
(ountry s interests with large dams being 
confined over the next decade or so to those 
areas where no other alternative exists A 
related reorientation of pnorities would be 
in favour ot micro watershed development 
projects and smaller hydel projects These 
should help postpone the diy when large 
dams will once again become necessary 
Since nearly two thirds of groundwater 
resources are yet to be exploited, there is 
urgent need for major reforms in the 
management icgime 

(v) Utban Habitats 

The country will have to make use of cost 
saving technologies in responding to the 
basic problems of dnnking water supply 
and sanitation-deepwell handpumps 
rather than piped water supply [Snvastava 
I990| pour flush toilets rather than 
conventional sewerage in smaller urban 
centres I Si varamaknshnan 1993], common 
toilets and pit latnnes in rural areas (Carr 
Hams 1992] 

Control of water pollution, particularly in 
urban areas, will require major efforts 
Sewerage is by far the major pollutant of 
water But by 2000, a third of urban waste 
water will be industrial with a much higher 
load ot BOD [Khoshoo 1987 115] Besides 
enforcing the minimum national standards. 


specUwttertreatmeotiAbitawiBbefKeded 
for thermal plartts, distilleries, paper nulls 
and hazardous chemicals industnes A 
parallel set of efforts is needed in respect 
of air pollution The urban transport mix 
must be shifted steadily in favour of public 
modes both to save fuel and cut down 
pollution and congestion At least for the 
major cities overall air quality standards 
must be set and implemented 

(vij Energy Options 

On the energy front, a battery of opbons 
to save energy, substitute more polluting 
with less polluting fuels, and end-use 
technologies that help on both counts are 
available Ways and means will have to be 
found to implement them in a phased manner 
so as to achieve energy efficiency and 
pollution abatement 

Alternatives to biomass fuels will remain 
in feasible for some ii me to come, particularly 
inruralindia Thekeyhereistoaccommodaie 
biomass fuel demands in ways that will 
reduce the terrible costs of both on-site 
(indoor pollution) and oft site (deforestation, 
soil erosion etc) damage Wherever feasible 
in terms ot input availability, biogas and 
high eflitiency fuelwood stoves appear to 
be desirable on both economic and ecological 
grounds Households must be encouraged to 
shi ft from kerosene to electricity for lighting, 
which will then pave the way to induce a 
shift of freight composition from road to rati 
bor urban areas IPG electncily, piped 
sewage gas and soft coke/coal are options 
that can help save fuelwood [Goldemberg 
et al 1988] A shift to methanol (which may 
be produced with the fuelwood saved) as 
fuel for trucks and buses would also help 
cut down total diesel demand Finally 
decentralised energy sources (small hydel 
biogas and producer gas) cost less than 
centralised sources (nuclear, thermal and 
hydel), and conservation options are cheaper 
than generation options [Reddy et al I9%] 

n 

NEED: Implementation 

NEED will be the cost-minimising route 
to Its chosen objectives only if the modes 
of implementation are appropnately chosen 
In particular, NEED must be based on 
exploiting the complementarity among 
instruments of implementation, i e, 
commumbes, states and markets Hiis will 
require recasting property relations, 
changing governance mechanisms, 
devolving public finance and imple¬ 
mentation responsibility to lower levels in 
the public domain, and a creative use of 
market-based instrumenu (MBl) There is 
already a growing demand in the country 
for effective decentralisation and de- 
bureaucratisabon of the state machinery (both 


pobtlcaity and economicaily). This presents 
both opportunities for N^D and some 
challenges It is to these that we now turn 

COMMUNIrtES 

By excluding people from the mainstream 
of the development process, the environment 
must inevitably get marginalised This 
process which has been underway for a long 
time will require people's involvement to be 
reversed liiis can only be accomplished 
with decentralisation of the public domain 
and Its de-bureaucratisaUon Creabng self¬ 
management structures at the community 
level (pnmanly the villages but also users’ 
groups and citizens' councils especially on 
a locality basis in urban centres) will be the 
key to the first and breaking down vanous 
aspects of state monopoly (in ownership of 
forests, in regulation of farmers trading 
timber, in delivery of education or health 
services) to the second 
Several considerations argue powerfully 
in favour of decentralised decision-making, 
not just implementabon First, some of the 
more important problems relating to the 
environment in India such as land, biomass, 
water and even forests are localised 
Therefore, relevant knowledge is often 
local Second, preferences over basic 
needs, natural resources and infrastructure 
also tend to be quite varied locally ” Third, 
though environmoital services, employment 
provision and BN goods/scrvices all have 
a significani public goods or quasi-public 
goods character to them, self-management 
can harness people's own incentives to 
meeting them efficiently Finally, decenrta- 
lisation can promote participabon acti vabng 
local democracy and public sptntedness 
Biomass undergirds the basic needs of the 
rural poor - food, fuel, agncultural inputs 
(manure and fodder), building materials and 
artisanal inputs To these must be added 
water which iscructal forraisingagncultural 
crops Agarwal and Narain (1989) argue 
that water provides the best starting point 
in the restoration of the village eco-system 
Water harvesting systems not only help 
agncultural production, but thfir protection 
can be expected to generate participant 
enthusiasm ‘Slowly one thing will lead to 
another and the village community will 
surt managing its entire village ecosystem" 
(1989 VI) 

The revival and rejuvenation of commons 
must be onented to meeting pnmarlly the 
above-mentioned subsistence needs A 
fundamoital case for this option rather than 
pure pnvatisation is that die latter will not 
<erve the goal of equity or of providing >i 
minimum safety net in terms of biomass 
requirements It makes no sense to privatise 
village commons which, especially mi the 
regions excluded by India's agricultural 
development strategy, have supported the 
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poor and the marginalised. In addition, there 
are no assurances at all that the market no 
less than the state will take tare o( biomass- 
dnven poverty As Agarwai and Narain point 
out, "It would be criminal to piivaiise the 
commons"(198*1 vi) Thisisbulancxiicme 
exampicol ihctoily ol puisuing neoclassical 
formalism while ignofing ihc substanlive 
outcomes that markets pioduie 
Preserving C PRs as sue h will also ensure 
that scale ccciiiomies m then use are not lost 
through privatisation In piacticc loo 
privatisation has led to iindemtilisaiion and 
low yields riieri iic huee amounts ol 
wasteland in piivale hands pitiuiil.irly ol 
big laimeis which themselves need 
lejuvenaiion Pail ol the crisis ol biomass 
IS traceable in lad to the pus iiisaiion ol 
villager ommoiisihioiighenc lo.ichmeniand 
stale piogiammes (N.idkiim |989| 
poiesipiopeils ispiesenlls predominantly 
inllieloresidcparinicnl shinds Iheproblem 
ol loiest resourc e m.iii igc me nl ni.iv be posed 
as a piopeily leloim winch piov ides the best 
resolution ol issues lelalmg to knowledge 
iiiccniises and enlorcemeni within the 
Ir.unework ol \I PD I he key heie is that 
willioiil local CO o|<ei.ition the dillicully ol 
policing loicsis c innol be handled 
('onsers.iiion loiestiy must remain with 
the stale both because it requires specialised 
knowledge and because there will be heavy 
costs attached to irreveisibic damage The 
mam thrust aiea will have to be social loresiry 
once igain to meet basic biomass needs 
while pi cserving the enviionmcntal lunctions 
ol forests I he problem with goseminent 
alforestaiion el Ions has been the low returns 
due to low survival lates or planting ol non 
browseable plants such as eucalyptus and 
casuanna. Community forestry can address 
(oiesi management problems more 
ellectively by creating quitlpm qua tor the 
community 

The lores! department’s monopoly csver 
lores! lands (other than conservation land) 
must go I hat IS to say social lorcsiry's 
domain will extend beyond ‘people’s lands’ 
to include state loicst areas But this still 
leases open a ciitical question should 
communities share loiest management and 
output with the lores! department (the Arabari 
model) or should they have absolute control 
over ’village loicsts (the Sukhomajri model) 
including the case wheic they pay a fixed 
tec to the state’ I he latter oilers a greater 
stake to the people but it may be vulnerable 
to cominercialisation The Arabari model 
oilers output shaiing tn exchange lor 
protection and a constraint on over¬ 
exploitation through counters ailing checks 
and balances Moreover the forest 
departments can be expected to base an 
interest in providing much-nceded technical 
services in lorest management The model 
lends Itself equally well to atlorestation 
proper as to natural regeneration [Bajaj 1992] 


As far as industrial needs are crmceniMi 
opnons usually considered include impMt&, 
corporate plantations and farm lorestry There 
arc problems with each of these Tlic first 
IS not conducive to raising yields, the second 
will be iniquitous I ami forestry also, as we 
have seen, has certain obstacles that it must 
overcome tor its market to be viable, but 
Iheie I s no I aiionale tor restrictive regulations 
by the state However there is the distinct 
possibility ol using joint (state-community) 
mariagcmeni not only for subsistence 
pioduction ol h.isic needs, as just discussed, 
but also indusiM.il needs This can produce 
cash income loi the communities and 
legulaiise ratherthaninetlectuallycxcludc 
the cornmerci il element in subsistence’ 
loresiry " 

nccenii.il I sat ion is not an idea to be 
confined to ruial areas though .idmittcdly 
the l.itlei have a ready frame lor such .iclion 
I here is scope for expanding urban 
community development progianimes both 
to lake the load off ol mtinic ipal boaids and 
to provide intermediaries between citi/cns 
lUiiJ the bo.itds |Mohan 1992 29^| 

Persuasive as arguments for decenira 
lisalion .ire, iheic .ire two main ob)eciions 
to be dealt with Ihe first is localism or 
NIMBY (not m my-backvarcl) and the 
second pertains to inequality, local and 
inlei-regional I ocaldiversiiycanbeeasily 
exaggetated at the expense ol dealing with 
problems that require co ordinated 
solutions beyond the local level Lxampics 
include treatment of user basins and then 
catchments habitat cleanup in largcrurban 
agglomerations mining, power plants large 
iirigation projects They can neither be 
planned at the purely local level nor delivered 
at that level But even closer to home village 
level management of ecology must conlront 
disputes with neighbouring villages The 
pool state ol land records makes this matter 
worse 

A troubling aspect of ‘communities’ has 
to do with their scale, heterogeneity and 
conflict Conflict is endemic and co¬ 
operation exceptional Working examples 
of community sc II management langc from 
reviving an irrigation tank (Sukhomajri) to 
protecting .idj.icent forest lands (Chipko 
movement) to equitable distribution of 
harvested water (pani panchayals) But 
village settlements are often divided into 
c astc hamlet s Pane hay ats (vil lage governing 
bodies)areriven with factionalismandarouse 
Ihe suspicion of poor villagers due to the 
dominance of the better off On average, a 
panchayat covers 2 8 villages and 2,W6 
people (Agarwai and Narain 1989 20) These 
problems ol excessive siiic, inequities and 
factionalism limit the capabilities of 
communities In fact, “in areas where levels 
of inequality are high, voluntary agencies 
have tried to form insfituttons which bring 
together only the poor households” 


NGQs). tn fact, have had to work outside 
the existing village panchayats 
Many examples have been analysed tn 
this paper linking the failure of local co¬ 
operation with inequality In the mral context, 
agncultuial land remains the fundamental 
source ol production, incomes and inequality 
of wealth Land also provides privileged 
access to groundwater, surface water, credit 
and state power These are all sources of 
major externalities in production and 
consumption '' Can local communities 
function in ways that will help internalise 
these’’ How is effective soil and water 
conservation to be arranged within the current 
property regime, burcMucralic programmes 
h.iving failed ’ II neither Ihe visilfle h.ind of 
the slate regulating groundwater use nor a 
regulated invisible hand of price signals 
offers much by w<iy of resolving problems 
ol w.itcrcxploitation, can communities oiler 
a third way ’ Can communities whose CPR 
management systems eroded lot reasons of 
SOCK) economic dynamics within them .is 
much as external forces impinging from 
wiihoul - the law. state power, greedy 
conir,ictors, new technologies - be now 
called upon to rebuild those systems ’ 
These concerns and questions are real and 
c.iiinot be evaded Ijy paying mere lip-servicc 
to land reform The call lor decentralisation 
must be coupled with a demand tor land 
reforms Many, probably most, among the 
rural poor are marginalised because (hey 
own little or no land and have little or no 
access to credit Without land reforms that 
provide muc h wider access to the basic means 
ol production than prevails, reforming the 
commons alone will not rescue them from 
this marginalisation but merely shore up 
their precaiious living with sops ol biom,iss 

Optimists might argue (hat even if 
community self management is not a 
balanced solution, the imbalance will produce 
creative pressures that can be utilised There 
IS a c asc to he made that such decentralisation 
will Itself set up such a dynamic “Slowly 
one thing will lead to another" from coming 
together to solve one specific common 
problem to grcaterdemiKratisation of village 
affairs and then on to more egalitarian 
property relations 

Stao-s 

Environmenial/egencration without state 
involvement is like Hamlet without the Pnnee 
of Denmark The authority of the state is 
critical tor Tinancing investments m the public 
domain, tor resolving disputes across 
communities or between polluters and 
pollutees, for devising aHd implementing 
MBI where these arc appropriate and for 
promoting certain types of technology 
Hence, getting the state out, which is the 
common refrain in virtually all other areas 
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of econOMic policy ander SAIVnmply will 
noi do Bui the issue in the Indian case is 
not whether the state needs to play a key 
role, the issue is whether this should conform 
to business as usual or undergo thorough¬ 
going reforms to improve performance 

I he slate is needed to solve the problems 
of NIMBY - It may turn out that no village 
left to Its own devices, would be willing to 
spare its commons or woodlands tor 
biodiversity preservation, to plan for 
indivisible resources that cut across several 
villages or even states and to plan lor 
infrastructure that is intimately connected to 
the environment (the power grid, national 
and state highways research and the like) 
Merc indicative planning cannot address 
these issues Taking care ol the parts will 
not necessarily translate into a holistic 
solution Some actions or at least their 
enforcement, have to be global 

Village level decentralisation will require 
clear dem,ircaliun ol village boundaries lo 
delimit separate village commons 
Spccilicallv pinning down the legal status 
ol various land areas will be the fust order 
of business 

The decentralisation of BN employment 
and ecology programmes will require a 
correspondingdcvolutionof fiscal resources 
from the centre and states down to the vil lage 
IcscI While this in Itself is a simple almost 
mechanical task inter village inequalities 
pose formidable obstacles to politically 
successful decentralisation Given large 
inequalities both within and among stales 
idequale shaiing loimul.ie will have to be 
loiind and these icsolutions will continue 
totakepi iccinthcstatcdomaiii 1 he funding 
process can also be used to establish some 
connections between the national or state 
level plan and the vill ige plans through a 
system ol matt hing lunds lor areas ol prionty 
set at the higher levels 

In the past rural development and 
employment piogrammes as well as 
al loreslation or soil c onservation ellorts have 
been hobbled by bureaucratic centralisation 
insullicient lesourccs inability lo diffuse 
over wide areas and incapacity to deliver 
quickly Only local involvement ol 
communities can counter each ol these 
failures Dec entralisalion is supposed to help 
resolve these problems But panchayati raj 
must be implemented in the ‘two-tier and 
not the three-tier (nuxlel ] based at the distnet 
level [Anna 1992 SO]-gram panchayats 
and panchayat samitis yes, but /ilia 
panshads no For example, Antia notes that 
98 per cent ol all curative, promotive and 
preventive health care is best undertaken at 
these two levels Personalised and humanised 
relations, health workers becoming part of 
or coming from the community itself 
Increase in the budget share tor medicines 
and supplies, administrative and financial 
control in the hands of the villagers 


fhemaelvcs these prescriptions for health 
care suggest just how much the quality of 
‘state' involvement must improve and how 
much of It will have to be appropriated by 
the people themselves 

Maricfts 

Finally we briefly touch on the use that 
NLED can make ol markets and prices 
Market-based instruments may be effectively 
used to finance redistributive transfers, c g 
infavourof village communities, that NFED 
will require In some important areas these 
can also be designed to cut down 
environmental degradation ‘from above', 
c g diffciential taxes on transport modes 
In yet others however, such interventions 
it they are not outright counter-productive 
to the goals ol NEED, may nonetheless 
produce difficult trade offs between 
social equity ana efficient environmental 
restoration (or equity and growth) 

Ihe key consiiamt on the market is not 
that It cannot be nude to adequately reflect 
social costs ol resource use Ihe gieater 
difficulty lies in ensuring Ihe equity ol the 
resultant outcomes The poor should not and 
cannot be asked to pay for the full costs of 
schooling or health care, for example 
Similarly, equitable environmental policy is 
nest achieved by making rich polluters pay 
and by subsidising poor polluters to retrain 
from their respective counter productive 
activities The latte sort of policy cannot 
be operationalised via market prices since 
the activities in question aic outside Ihe 
market arena (or it least well beyond the 
practicable reach ol price intcrveiiiions) 
one may say that the iclevani environmental 
responseelasiiciiics topricesarczero Hence, 
institutional dcviaii ind direct slate 
interventions (as set out above) arc the 
relevant choice variables 

The typical neoclassical view is that 
complementary policies le those that raise 
current economic wcllare md reduce 
environmental degradation, are almost 
exclusively confined to pricing reforms and 
privatisation of resources [Repetto 1988 3) 
Apart from correcting antt-conservalion 
misuse of resources such policies also have 
potentially large fiscal payoffs For reasons 
analysed m the preceding sections, we believ e 
that such policies are for the most part, 
confined to what we have called ‘degradation 
from above’ However there is another 
distinct set of policy reforms that can exploit 
similar complementarity at the other end of 
the income hierarchy These will require 
added public expenditure and/or fiscal 
subsidies rather than getting the pnees nght 
A blanket call for the abolition of subsidies 
for all natural resources is mistakenly based 
on the supposition that all of the benefits 
of such subsidies arc received by the wealthy 
and all of their costs paid tor by the pcxir 


The distributive dimension is surely central 
to the issue of subsidies but it does not divide 
neatly along the wealth hierarchy 

The World Bank (1992) argues that 
adoption of cost-reflecting prices would 
reduce economic costs by reducing resource 
wastes But the cost-based pricing of basic 
needs may be quite ‘uneconomic’ not only 
for convention^ reasons, e g, education^ 
or health externalities, but aho because of 
the environmental externalities of leaving 
the poor out from a social safety net that 
includes minimum assurance of basic needs 

With forests, grazing lands, fishenes and 
most water resources remaining in the public 
domain the tasks of the market are 
accordingly circumscribed Infrastructural 
services have long suffered from excess 
demand and financing constraints Both are 
traceable, in large measure, lo low 
administered prices In such areas as power, 
transport and minerals, subsidies must be 
done away with but there still exists a strong 
case for differential pricing 

(I) Differential taxes favoiinng public over 
private transport are both eco-fnendly and 
equitable 

(ii) Stiff urban land taxes (backed by an 
effective collection machinery) should be 
designed lo make pnvatc developers pay for 
social overheads and forbidden externalities 
The measure is both market-fnendly and 
eco friendly Receipts can finance habitat 
clean up, subsidised or zero-cost amenities, 
particularly for the urban poor and for more 
rational urban development 

(III) Subsidies given lo fertilisers rural 
power and other inputs also need to be 
eliminated But this will create problems of 
regional equity (with late arriving stales not 
having Ihe benefit of the subsidies) which 
will have to be made up say, via differential 
investment subsidies 

(i v) The rationalisation of diesel/keiosene 
pricing pre supposes supporting non- 
market or market actions to ensure that the 
poor do not suffer as a result, c g a one¬ 
time connection subsidy lor home 
electrification 

(v) In the case of imgation, there arc gcHxl 
reasons for the inability or inadvisability ol 
pursuing marginal cost pacing producer- 
consumer equity the high variability of the 
productive value of water across space, 
seasons and crops, administrative of pricing 
and of varying supplies to match demands, 
small efficiency gains due lo low elasticities 
and the need to minimise conflict and avoid 
free-ndership(Sampath 1992] Where water 
cannot be fairly and efficiently' priced a 
powerful case for taxing beneficiaries by 
'n>*ans of taxes on their lands or on their 
market sales (through the existing procurment 
systems) exists This line of argument 
complements the long-standing but 
unimplemented proposal to tax agricultural 
holdings 
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NEED: Macro-Dimensions 

With a focus on invcstmenl allocations 
suitable to NFbD (his section piositlcs a 
sketch ot the macroeconomic rcquiicmcnts 
and implications of Ni I D Our purpose is 
not so much to spc-cily an altcinativc plan 
or work out its maciocconomic consistency, 
as to provide hioad indications and 
comparisons in iclation to the bighth Plan 
dcKument which serves iis a benchmark 

r RAMl-WOKK 

.Specilii ally weidentily the magnitude ot 
investment reallocations jc ross sectors that 
willbcnccessaiylocairyoul NI LD lothis 
end, sectors aie cross classified by 
owncrship/contiol into stale coinmunitv and 
market sectois and by function into 
mfrastmcturc,enviionment non maiketBN, 
safety nets and a residual (all other) sector 
This classilic ation lollows analytical 
requirement as much as data availability lor 
the quick compaiisoiis undertaken here 

Ihe mam comparison is between the 
proposed allocation under NI I 1) and that 
under SAP(asconlained in the govcinmeni s 
Eighth Plan document) we also compare 
environment expenditure under SAP and 
under proposals made by the World Bank 
and by the World Institute lor Development 
Economic Rescaich (WIDER) The 
functional classification ot outlays is based 
on the Items listed in the Plan document '* 
Table2provides iconsolidatedpicluicbased 
on the following 

(1) Slate outlays include both investment 
propel and cuiicntoutlays oi arecuriing 
and non investment natuic which is 
needed to initiate the accrual of benelits 
from the investment (Government ot India 
1992a 411 The recuiring component is 
about a sixth ot total state outlays and 
concentrated in the social sectors Its 
inclusion may be i uionalised on the ground 
that iccuriing social sector expenditures 
capture some poition at least ot the 
‘investment’ element in human capital 
expenditures that is ignoied in conventional 
national income accounting 

(2) Infiastructiire includes iirigation 
energy, transport communication and 
research Ihis list is ccnnpicte for the state 
sector whcicas for the private or market 
sector It IS probably nearly so (omitting, toi 
example, research and irrigation) 

(T)bnvironment here includes expenditure 
under the head ‘Ecology and Environment' 
in the plan To this, we have tidded the 
following Items soil and water conservation 
flood control tmd drainage, non-convcntional 
energy, forestry and wildlile, family welfare 
and water supply and sanitation 

(4) Non market basic needs includes state 
sector outlays on rural development, nutntion 


services, education, health, housing mi 
urban development Corresponding outlays 
in the market sector appear as part of the 
Item ‘all other Observe also that this list 
excludes key items ot BN such as food and 
clothing 

(5) Safely Nets me ludes state sector outlays 
on rural employment special area 
programmes village and small industries 
and miscellaneous welfare services'' 

(6) All other outlays include items not 
classified under Ihe above four heads 

The above classification understates Ihe 
planned investment expenditures on the 
environment lobe undeitakcn in both private 
and public seciors It certainly includes all 
slate sector car marked investments on 
enviionmcnlal lesouiccs But it excludes 
ens ironmental expenditures undertaken as 
pait ot investment in other seciors such as 
inliastiuctuie industry agiiculturc and 
mining eg pollution abatement equipment 
private soil tonseivalion insesimeiit and the 
like Rathei than ignore these outlays 
altogethei we hive made purely ad lit» 
allowanccsoulof total leportcd investments 
in both St ite and niaikcl scclois on Ihe 
lollowini! basis tiansporl (I per cent) 
agiiiultiiie mining and inaiuifactuiing 
(2 per cent) uiilities (t per cent) and 
irrigalioii (4 per cent) 

Iventhesc probablygenerous,allowaiKes ' 
ainount to only ibout 16 pei cent of Ihe total 
outlay on the environment (Rs 6 )9I ciorc 
out of Rs 9()6 croie) in the state sector 
OI course lliesearbitral y assignincnts which 
amount to Rs S 77() crorc coiistilule Ihe 
whole of environmental investment in the 
market sector llie grand total ot these nd 
htH asstgnments is only 26 6 pei cent ot the 
total consolidated cxpendituic on the 
cnviionment It would therelorc seem that 
significant adjustments in the above 
allowanccs w ilI not move theenv ironmental 
total by very much 

T able 2 shows that environment outlays 
constitute *> 2 percent ot the total outlays, 
of which 87 per cent are in the state sector 
As much as ) I 7 per cent of all outlays are 
tor infrastructure reflecting the infra 
structure intensive phase of growth in which 
thcecononiy presently IS Only 11 (percent 
of outlays arc for non-market basic needs 
and for safety nets The total outlay divides 
evenly between the slate and market sectors 

At L(X A710N 

WiihthccumulativeGDPgcncratcddunng 
the Eighth Plan period (1992-97) being 
placed at Rs "5 4)9,053 crore, the above 
noted estimate for environment-related 
investment expenditure during the plan 
penod (Table 2) amounts to I 33 per cent 
of GDP By way of comparison, we may 
consider India’s estimated share of 
environmental expenditures proposed by 


WlD^ »0(1 iKe World Bai^ for all 
in the year2000 Table3providesihcdelat!s 
India's share of total LDC expenditures 
may be alternatively based on population, 
land area or GNP shares We consider two 
schemes the first, in which each of these 
b.iscs IS given equal weight, gives a 10 67 
pel cent shaie lor India If population alone 
IS taken to be the relevant base, the share 
works out to 20 5 pet cent We believe that 
the noimalive share ought to be between 
these two numbers as neither land aiea as 
such nor GNP are exclusively relevant bases 
lor such large environmental items as 
pofmlation control water and sanitation or 
even agriculture and forestry Table (shows 
that India will need to spend between I 71 
and ) )0 per cent of its GNP (in 2(K)0 AD) 
on the cnviionment under the Bank proposal, 
and between 2 and ) 86 per cent under the 
WIDER proposal 

I bus the government s proposed level 
of environmental outlays for the Eighth 
Plan IS between 34 and 78 per cent ol what 
It might be under the intern itional propocals 
Fveii allowing loi some growth within 
the phn pciiod (1992 97) and beyond 
(1997 2(KK)) the government s cnillay falls 
considerably short of Ihe international norms 
Fills IS so despite our estimate ol 
environmental expenditure under the plan 
being nthcr more comprehensive than eithei 
of the two intcinational estimates 

I able 4 provides an altemati v o c oinpanson 
ol the Eighth Plan outlays (listed under the 
SAP row heads) against the pioposed 
allocation under NFED with all tiguies 
being expressed relative to GDP Ihe 
proposals lake Ihe lollowing factors into 
account 

In/nislruitun food among the basic 
needs requites considerable investment in 
infrastructure such as irrigation transport 
and power Paiticularly for the rainfed 
regions, this will imply an increase in 
infrastructure investment above the SAP 
levels In addition, habitat improvement in 
urban areas will also need additional 
infrastructural services But the substantial 
reduction in all other outlays being 
proposed (see below) should more than 
compensate for these increments the urban 
and middle class oriented weight of these 
expenditures makes them particularly 
demanding ot energy and other investments 
On balance the total allocation is left 
unchanged and so is its composition (which, 
under SAP. already allows tor significant 
pnvate sector participation) Any slack this * 
leaves seems to be necessary to meet the 
backlog of pent-up infrastructural demands 
Environment Basically, we propose a near- 
doubling of total environmental outlays from 
an estimated I 3 per cent of GDP to 2 5 per 
cent Of the additional I 2 per cent, a sixth 
will be in the market sector and the remainder 
III the new communities sector The state 


1758 


Economic and Political Weekly July 1$, I99S 



wveral of the MvtroniMiHtf‘pn^grafflinis 
presently in that sector are to be decentralised 
to communities under the proposal, this does 
imply an increase in outlays tor the higher- 
level programmes such as conservation 
lorestry, pollution abatement in public sector 
industry and infrastructure, n ver basin clean 
up programmes etc 

The desirable pnonties and associated 
levels of expenditures will always remain 
difficult to work out, but this is especially 
so at the current juncture when studies of 
valuations ol natural resource services arc 
in their infancy Consider one case the 
valuation of forests An early estimate 
(Das 19801 nf Ihe value of environmental 
services rendered by a medium si/cd tree 
over 50 years amounted to Rs I 57 million 
or assuming 100 such trees per hectare, 
Rs 157 million per hectare Maudgal (nd) 
reports a figure of Rs 7 7 million per hectare 
ol forests submerged by the Narmada 
project Lai (1992) places the net present 
value (all services included) of a hectare of 
lorcstsatRs2 12million Finally Chaturvedi 
(1992) calculated the opportunity costs of 
1 hci tare of forests displaced in one particular 
liKalion at Rs 0 032 million Be that as it 
may the SPWD (1991) has argyed that at 
the funding rate ol 1990 91 afforestation 
covers no more than 1 6 per cent of the 
degraded forest area Ihis in turn, is only 
a quarter of the target we have suggested 
earlier in this paper which provides sotne 
perspective on the proposed doubling ol the 
environment budget 

The matter may also be viewed liom the 
encigy sector perspective The totil outlay 
on non conventional energy plus lorestry 
(including wildlife) is less than 5 per cent 
ol the outlay on the commercial energy 
sector even though biomass accounts lor 34 
per cent ol the total priintiy energy supply 
in the country 

Needs Here too the NIID 
illocation IS twice as large as the SAP level 
Lnlarged expenditures on health primary 
education nutrition and immunisation 
piogrammes lor Ihe young together with 
investments in employment creating CPRs 
and other rural development programmes 
are envisaged All of this increase plus a 
third of the SAP allocation currently in the 
stale sector will be assigned to communities 

In nutrition, India needs to move beyond 
'phase r of the transition (eradication of 
famines, reduced incidence of florid 
nutritional deficiency diseases and better 
child survival) to phase II requiring the 
optimal nutrition and growth of 'survivors’ 
IGopalan 1992) Some of the nutritional 
puiblems, such as £inc deficiency in nee 
areas, are directly related to environmental 
problems caused by prevalent production 
practices Current levels of health sector 
spending in India at S 24 per cent of GDP 



income level However, Indie **£6(8 a poor 
return in terms of health improvement” 
[Berman and Dave 1992 34IJ because much 
of the spending is misdirected in favour of 
curative rather than preventive measures 
two-thirds of the total being in the pnvate 
sector and 54 per cent ol state spending 
being in the urban areas 
Safety Nets With the above measures to 
raise levels ol spending and theircomposition 
in the areas ol environment and basic needs 
in place there will have been created 
considerable room for the consolidation and 
rationalisation of existing employment and 
special arcas/necds programmes under those 
heads The proposals taken together will 
allow the integration of various employment 
and anil poveity programmes with the 
sectoral programmes specific to various 
areas This will serve to exploit ihe synergy 
in implcmentalion of efforts to generate 
employment build infrastruciure and 
rejuvenate environmental assets It is 
therefore proposed to prune stale outlays on 
safety nets by as much as a hall Overall 
outlays however will tall only by a seventh 
as much of the saving is proposed to be 
(hannclled as human capital ms cstmcni and 
employmenl generation programmes 
(training lechnu al services credttsubsidies) 
forthe small scale and informal sectors which 
aie listed uiulci ihc market economy 

All Othii St ite investments in this 
category will be lut by 20 per cent This is 
also consisteni with SAP pioposals to 
privatise some state industries and retrcni h 
in many others A proportionate cut is 
proposed under this heading tor Ihe market 
sector as well whii h incidentally provides 
the hugest halaiuing item to support the 
ovciall thrust ot NbCD It also defines the 
kev role ol equity in ihc NEFD package 

I MIS If ATIONS 

Our proposals add up to the following 
tunilionally i doubling of invesiinents lot 
employment oriented basic needs lulfilmcnt 
and environmental restoration balanced by 
a 20 per cent cut in investments that by and 
large meet the wants ot the top few deciles 
of the income hierarchy scctorally a 
redirection of 12 per cent of total investment 
outlays to decentralised communiiies 
compensated by i 13 per cent scaling back 
ot the state scctoi and an 11 percent shrinkage 
ot the market sector 

Macroeconomu ally our proposals tor 
NEED hinge on three things first overall 
resource mobilisation for investment must 
remain unchanged from Ihe scenario 
contemplated by the present government (as 
incorporated in the Eighth Plan), second, 
public finance available for investment (in 
communities, not the state sector as such) 
must nse by I 4 per cent ot GDP, finally. 


^ij^J^toUst no a^kmai demands of 

foreign saving 

These requirements have major 
implications for economic policy The most 
important one is the necessity to get the 
government sfiscalhouseinordertogenerate 
the needed fiscal surplus Tbis alone will 
scarcely be adequate hence, there will be 
need to raise additional resources from 
taxation ot incomes and wealth, land taxes, 
higher user prices and elimination of 
subsidies forthe belter-olf segments(several 
such proposals are listed in Ihe previous 
section 

Given the redirection of incomes called 
for overall saving can be maintained only 
if growth does not tall below the SAP 
scenario SAP purports to produce growth 
driven by middle class consumption and 
foreign investment This is a recipe that runs 
the nsk sooner or later ot hitting another 
piymcnts bottleneck NEED on the other 
hand, will have growth dnven by the expan¬ 
sion of employment mass consumption 
and human capital accumulation il will be 
less prone to payments constraints and more 
able to contain fissiparous political c ontlicts 
Although the environmental and BN 
components of NEED no doubt requi re inputs 
of labour, capital and tcsoiirccs a good deal 
of the investments cm be designed to be 
labouresque With higher priority given to 
locxl and informal production wage goods 
bottlenecks can also be avoided Hence, it 
seems improbable that NFLD entails any 
additional risk of either inflation or lowered 
growth compared to SAP What is more, 
much ot this acliviiy can be organised with 
relatively tew inputs of imports On the 
whole Ihcrclore Nl FD will be more stable 
than SAP while its giowih trajcciorv need 
not be below SAP s 

Phis order ol changes in irivcsiment 
allocation and macro balances may seem 
inlcasible But SAP conicmplatcs a similar 
magnitude ot changes from what was 
business as usual bclore the 1991 crisis To 
be sure NEED demands changes that go 
against the present tide in some respects But 
this rconenlation commends itself as being 
most conducive to the future well being of 
the mass ol Indians And ii would be 
positively counter productive tor India to 
wail for another crisis to make things happen 

IV 

Conclusion 

It IS easy enough tocorrelatccnvironmental 
degradation In India with the expanding 
scale ol population and per capita incomes 
Malthusian pessimists sec environmental 
distress as signalling the exhaustion of the 
economy s carrying capacity’ and call tor 
slowing down or halting the wheels ot 
growth, especially the growth ot population 
This conclusion is belied by the potential 
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7w ' ^<H^rc growth on 'existing 
(echnologies; growth can not only serve to 
raise living standards (which in turn is a pre¬ 
requisite for reducing population growth) 
but also provide the means for redressing 
environmental ills. But we hope to have 
provided sufficient grounds in this paper for 
not supposing that realisation of this potential 
is automatic The tran.siiion to a sustainable 
scale of economic activity, at which popula¬ 
tion is stabilised and incomes are sufficient 
to meet at least the basic needs of the whole 
population, is very tar from being assured. 

The fundamental obstacle to be overcome 
in accomplishing this transition is rooted in 
inequality of wealth and power. We have 
argued at length that, (a) inequality is 
inseparably linked with both suboptimal 
returns to private inputs and the inefficient 
and damaging extraction or use of natural 
re.sourccs. Damage ensues both from above 
and below: the perverse incentives of the 
nch and the marginalisation of the poor 
causeexisting technologies to be inefficiently 
utilised and constrain the .uloption of more 
efficient ones; (b) the 1 nro of local co¬ 
ordination which underlies both economic 
inefficiency and environmental degradation 
is strongly related to wealth inequality: 
(c) improper public policy is itself the result 
of collusion between pri vatc and bureaucratic 
interests. 

Economy-environment interactions thus 
add an important dimension to the adverse 
consequences for growth flowing from 
unequal wealth distribution. We have 
illustrated this with a number of important 
examples. While it needs to be acknowledged 
that harmful feedbacks from environmental 
losses to growth are not widely documented, 
neither their reality nor their potential can 
be assumed to be negligible, ilie reality is 
concealed in output aggregates and average 
yields; the potential is clouded by the 
uncertainty of our knowledge of the relevant 
processes Soil erosion, waterlogging and 
salinisation, deforestation and declining 
commons have doubtless reduced primary 
sector output and yields. The past tew 
decades have not only seen a sharp rise in 
the visible fiscal subsidies, but also 
increases in marginal capital-output ratios 
in cnticai sectors such as irrigation and 
power. Besides, many forms of resource 
subsidy and falling returns remain invisible 
Health and productivity losses are even 
harder to document, especially for the 
marginalised populations. 

The growth strategy currently in place is 
built on faith in trickle down and what may 
be termed long-run Malthusian optimism. It 
does little to address the problems of 
transition to a sustainable economy. While 
the prospect of accelerated growth under the 
strategy is, to say the least, uncertain, it is 
all but certain that both inequality and 
environmental degradation will worsen over 


the medium tetm. If the ttHoreriecu proye; 
sufficiently large, the strategy will fail evM 
on its own terms. It is in this sense that SAP 
IS a gamble against the majority of Indians. 

The alternative we have proposed is 
explicitly geared to solving the problems 
ot the transition Major policy thrusts and 
institutional restructuring under NEED arc 
designed to promote equitable outcomes 
and to exploit complementarity between 
income gains, employment growth and 
environmental rclurbishment. In the medium 
term, equitable growth is green growth; this 
can also enable a taster and less uncertain 
transition to a sustainable economy. To be 
sure, there are formidable problems mainly 
of a political nature that need to be overcome 
to put NEED in place. Uncertainty also 
attaches to the success with which its goals 
can be attained. But if the proposed alternative 
IS a gamble, it is nonetheless a gamble fur 
the majority of Indians. NEED, rather than 
trickle-down growth, can assure realistic 
hope for the majority of Indians who arc 
poor, insure against costly social conflict 
and attendant economic in.stability, and 
provide the pause that seems needed to keep 
environmental degradation from getting out 
ol hand. At least in this sense, we believe 
that NEED is not merely the path of prudence 
but al.so the alternative with a better prospect 
of success 


Notes 

1 'Whither India's Environntenf*’ Vol XXX, 
pp 677-86, Apnl I, 199S 

2 Observe lhal many renewables - Including 
air, water, land and the cnvironinenial services 
of forests in ^iiu - are non-tradable, so are 
some pollution-intensive sectors such as most 
power generation and Iransporlalion But many 
of the products of land, water and forests, 
though subject lo significanl transport costs, 
arc eminenlly tradable 

.1 Suffice II lo note lhal (a) liberalisation may 


1 ^ onfiiirTinpon competition (die former is 


exemplified by brand-name consumer 
products and the latter by public sector capital 
goods mdusines hobbled by unequal tariff 
schedules and political controls); (b) building 
up technological capabilities is a function ol 
many weighty but largely domestic 
considerations lhal ihe simple-minded 
Darwinian logic ignores 

4 The problem is one ol having policy 
inslruinents adequate lo iialional goals. Trade 
taxation has long heenjustified (al least partly) 
in terms of the paucity of income-elastic or 
easily administered domestic fiscal 
instruments Similarly, trade policy can (at 
least partly) redress the inadequacies of 
domestic instruments in regulating 
environmental externalities ^ 

5 Few today would accept as realistic Gandhi's 
concept of triislecship, ihe wealthy holding 
properly for the benefu of all. or of voluntary 
abdications of wealth 

6 Tohcdislinguishedfroin 'get-nchcxploilalivc 
and expropriative developincnl' or GREED 

7 The socially necessary growth rale is to be 
dclennined hy BN requirements rather than 
vice versa. The scenario in which forced 
degradation sols in is defined by the extent 
of BN unfulfiled. not a minimum growth r.tle 
'Sustainable devciopmcnl' is not “the palicrn 
of slructural change in ii.itui.il and man 
made capital slock which enstiicc ihc 
fcjsihiliiy of al Ieas1 a minimum un inlh 
desired rule of Krowth in Ihe long run 
(Karshenus I9')2 9] 

8 NEED coinplemenls previous aticinpis to 
aduinbratcenvironmenlallyuncnled policies 
for India Goldcmbcrg et al (1988) look the 
energy sector as ihcir focal point. Agarwal 
and Narain (I9H9) elahoraled a hlueprini lor 
village-centred ecosystems, and Gadgil and 
Guha (I99J) cover wider Icrnlory including 
political, sociological and ideological 
dimensions Our own focus here is on the 
economic and inslilulional choices lo he m.-idc 
and Iheir cconoiny-wide implicalions Some 
of these elemenis were also championed in 
Ihc approai h lo Ihc Eighth Five-Year Plan pul 
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9 Sc« Streeien et at (1981) for a detailed 
diSLUsslon of this issue 

10 Afforestation and wastelands development 
can be a handsome complement to 
agricultural employment A hectare of 
planted eucalyptus provides 600 700 
person days of employment a year Farm 
forestry generates even more employment 
Such employment can be arranged to 
coinctde with agricultural slack and thus be 
of considerable help to the underemployed 
tncluding women [YCP 1991) 

11 The controversy over the right to work’ 
proposal has obscured the case for 
employment oriented infrastructural and 
environmental programmes While formally 
a justiciable nght to employment may well 
be expensive or difficult to implement the 
substance of such a rtght can be secured with 
the sort of programmes envisaged by the 
Approach to the Eighth Plan or under the 
Maharashtra government s employment 
guarantee sc heme Decentralisation (of which 
more Ialci) will also help to counter infirmities 
of bureaucratic centralisation 

17 The plan projections which cover a IS year 
span from 1992 have been extrapolated to 
cover the period through 2011 

11 Wchastentorcitcratethatthcorganisedmode 
has not become more fit lo survive than the 
subsistence iiickIc by fair means (technology) 
alone loul me ms (enclosure etc (have indeed 
been employed and served also to strengthen 
Its technological prowess 

14 The cuiicnt plan proposes an annual 
expenditure of $ 0 42 billion on fam.ly 
planning By contrast under the Bank s 
proposal such expenditure will amount to $ 

I SK billion m the year 2(K)0 and under 
WIDFK sproposal thiswillbc S6 72billion' 
The iatlei ligurcs aie computed by applying 
India s population share among LDCs lo the 
WDR and WIDER allocations 

15 Bised on village suivey evidence presented 
inCiadgilaiidGuhal 1991 281) the following 
IS the iii/iw ol lists ol pnorilies roads 
iingalion drinking watci education health 
care alloiesiation electricity veterinary 
services milk maikctmg and housing in that 
order But the variance around (he mean is 
far (null negligible 

16 By contrast Gadgil and Ouha (1991) aigue 
for a nc at separation of ownership by lunetion 
stale forestry fur eonsei valion larm forestry 
lor industrial needs and joint slate eommunily 
management fur subsistence and basic net ds 

17 See Chopra Kadekodi and Murty (1990) tor 
an analytiedi and empineal investigation of 
the pussihiliiies ol participatory development 
in the eoniexl of local externalities and 
commons 

18 All amounts are at 1991 92 prieps A erore 
IS It) million and the current exchange rate 
IS about Rs II per US dollar 

19 Expenditures on basic needs and safely nets 
in the privaic sector but outside the market 
economy may well be non negligible and 
imperlecily captured in the SNA 

20 According to Bowonder Arvmd and Kao 
(1990) the annualised cost of existing (1988 
89) environmental investments (stacks 
cooling lowers FSPs of 99 per cent 
efileicney) in the thermal power sector was 


4 M ptif cent oftrteivt I (Mkatties 

suggested (flue gas dcsulphurtsalton, coal 
beneficiation and reclamatioo of mined 
land) involve five limes the existing 
expenditure For large paper mills (he cost 
of current effltienl treatment investment was 
I per cent of total cost, the additional costs 
for colour removal was put at S per cent 
That IS to say existing provisions cover 
only one sixth the required expenditures m 
these two major polluting sectors 
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Standard gChart 

STANDARD CHARTERED BANK-INDIAN BRANCHES 
(INCORPORATED IN THE UNITED KINGDOM WITH LIMITED LIABILITY) 
(Amounts in thousands of Indian Rupees) 


BALANCE SHEET AS AT 
MARCH 31,1995 


PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31,1995 



Note 

1995 

1994 


Note 

1995 

1994 

CAPITAL AND 
LIABILITIES 




INCOME 








Interest earned 1 (OA16 

2,867,8(5V 

3,384,540 

Capital 


390,000 

240,000 

Other income 

17 

7,95 806 

1,373,661 









Reserves and surplus 

5 

4,374,147 

4,316,505 



3,663,614 

4,758,201 

Deposits 

6 

21,640,282 

25,149,576 





Borrowings 

Other liabilities and 

1 

2,760.579 

706,230 

EXPENDITURE 




provisions 

8 

2,724,412 

5,603,889 

Interest expended 

18 

2.096.538 

2,675,398 




Operating expenses 

19 

1,329,709 

1,071,679 



31,499,420 

33,776,200 

Provisions and contingencies 


1,31,409 

350,290 







3,557,656 

4,097,367 

ASSETS 








Cash and balances with 




PROFIT 




the Reserve Bank of India 9 

4,046,017 

3,330,346 




Balances with banks 




Profit for the year 

1(h) 

105,958 

660,834 

and money at call and 



Prior period items 

21 

(30.117) 


short notice 

10 

292,900 

864,303 

Net profit 


75,841 

660,834 

Investments 

l(c).2& 11 

9,466,678 

13,452,382 



Advances 

1(d) A 12 

10,351.166 

8,583,036 





Fixed assets 

1(e) A 13 

1,479,979 

1,340,810 

APPROPRIATIONS 




Other assets 

2 A 14 

5,862,680 

6,205.323 

Transfer to statutory reserve 

5 

15,168 

132,167 



31,499,420 

33,776,200 

Transfer to Head Office account 5 

60,673 

528,667 

Contingent liabilities 

2 A IS 

92,232,459 

22,507,120 



75,841 

660,834 

Bills for collection 


1,465,463 

1,657,667 






The accompanying notes ate an integral part of this balance sheet Tjie accompanying notes are an integral part of this statement 


Arthur Andersen & Associates 
Chartered Accountants 


Martin Fish 
Chief Executive Jndia 


Bombay Vijay Sahni 

lune 30,1995 Partner 


DniNarwani 
Chief Financial CMficer 
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SIANDARD CHARTERED BANK — INDIAN BRANCHES 
(INCORPORATED IN THE UNITED KINGDOM WITH LIMITED LIABILITY) 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MAR^H 31.1995 


(Amounts in Ihousniids of Indian Rupees) 

1. SIGNIFICANT ACCOUNTING POLICIES 

(a) General 

The accompanying financial statements of Standard Chartered Bank — Indian Branches (the Bank ) are prepared under the histoncal 
cost convention (as modified by Note I (e) below) on the accrual basis of accounting and conform with the statutory provisions and 
pracbces prevailing within the banking industry in the country 

(b) TVansacbons involving foreign exchange 

(i) Monetary assets and liabilities in foreign currencies ire translated at rates of exchange notified by the Foreign Exchange Dealers' 
Association of India ( the FEDAI ) at the year end except in the case of deposits accepted under the Reserve Bank of India's 
( RBI ) Foreign Currency Non Resident Accounts seneme which are valued at the relevant rates notified by the RBI and deposits 
accepted under the RBI s Foreign Currency Non Resident Banks scheme ( FCNR B ), which are swapped into rupees at the spot 
rate prevailing on the date of acceptance The profits/losses on the swaps arising out of the difference in the exchange fate between 
contract date and maturity date are reported under Other liabilities and pro rated over the tenor of such FCNR B deposits All 
profits/losses resulting on year end revaluations are included in the profit and loss account 
(II) Income and expenditure items are translated at the exchange rales prevalent on the date of the Uansaction 
(ill) Outstanding forward exchange contracts and spot exchange contracts are revalued at the rates of exchange notified by the FEDAI 
prevailing at the year end and the resulting profits or losses are included in the profit and loss account 

(c) Investments 

(i) Permanent investments 

Permanent investments are earned at cost adjusted lor amortisation of premium over the penod to matunty 

(ii) Current investments 

Investments in Government and other approved secunties and other quoted investments arc valued at the lower of cost or market 
value Market value is determined on the basis of the market yield curve specified by the RBI Unquoted investments, including 
investments m subsidiary companies, are valued at cost Treasury bills, commercial paper and other similar secunties are valued at 
their carrying cost 

(d) Advances 

Doubtful advances arc identified by penodic appraisals of the portfolio by management, and appropnate provisions are made The related 
interest on such doubtful advances is credited to an interest in suspense account and not included in profits until received Advances att 
stated after deduction of provisions and interest m suspense All provisions against doubtful advances are made on a gross basis widi tax 
relief being accounted for only in the year of wntc off 

(e) Fixed assets and depreciation 

(i) Fixed assets are stated at histoncal cost less accumulated depreciation, except premises which were revalued at March 31,1993 and 
staterfat market values as at that date, determined by a Government registered valuer The surplus ansing on revaluation has been 
credited to a revaluation reserve 

(it) All assets are depreciated on a straight>line method at the rates specified in Schedule XIV to the Companies Act, 19S6 This 
represents a change from the practice followed in the poor years wherein assets acquired from 1984 and onwards were depreciated 
on a straight-line method and all other assets were depreciated on the diminishing balance method Had the Bank not revised its 
method of depreciaUon, fixed assets and the net profit for the year would have been higher by Rs 1 million In mpect of revalued 
assets, depreaation is [vovided on the revalued amount and charged to the profit and loss account An amount equivalent to the 
depreaation ansmg out of the revaluation is transfened from the revaluation reserve to the profit and loss account 

(f) Income recognitioa 

Interest income is recogmsed on an accrual basis, except in the case of non-performing advances where it is recognised on receipt 

(g) Staff benefits 

The Bank has created separate recognised funds for pension and gratuity benefits for its employees Provisions for pension and gratuity 
benefits are based on actuarial valuations. Howevo^, rebnng allowances paid voluntanly to pre-scheme retirees (le employees retinng 
prior to January 1,1978) are accounted for on a payment due basis 

In respect of lU Voluntary Retirement Schemes (‘VRS’), the Bank pro-rates the aggregate cost over the pay back period of the VRS The j 
amounts to be paid are determined on the basis of actuanal compulations _I 
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standard ^Chartered 


STANDARD CHARTERED BANK - INDIAN BRANCHES 


Net profit 

The net profit disclosed in the profit and loss account is after accounting for. inter alia, provisions for income-tax, doubtful advances and 
pther necessary provisions 

INVESTMENTS AND CLAIMS 

The developments dunng the current year in respect of various claims of the Bank on account of deficiencies in its assets, and claims 
against it, arising from its earlier transactions in the secunties markets, are descnbed below , 

(i) Subsequent to the year end, the Central Bureau of Investigation (‘CBI’) filed cnmintJ charges against ceitam individuals named m 
the Bank's First Information Report consequent to its investigations into the Bank’s cnmmal complamt m respect of the reported 
deficiencies 

(ii) Civil action against several banks financial institutions and individuals to recover amounts, some of which are also the subject 
matter of the CBI investigations, continue to be pursued At March 31,199S, the assets m question, after recovery of Rs 44S million 
dunng the year (1994 Rs Nil), amounted to Rs 1.268 million (1994 Rs 2,066 million), net of cumulative provisions and wnte offs 
aggregating Rs 10,989 million (1994 Rs 10,636 million), are included as claims under ‘Other assets’ 

(hi) In addition, subsequent to the year end, the Bank has secured a favourable judgement and a settlement aggregating Rs 1,188 million 
m respect of certain claims which were fully wntten off or partly provided for, m an earlier year These rccovcnes and attendant 
losses, if any, pending final disposition, are to be recognised in the following years 

(iv) The Bank continues to ha re claims against it aggregaung Rs 2,087 million ( 1 994 Rs 2,204 million), which arc included in Contingent 
liabilities Of these, claims amounting to Rs 708 million (1994 Rs 1,060 million), if successful against the Bank, would result m 
the Bank itself having claims on other parties The Special Court constituted under the Special Court (Trial of Offences Relating to 
Transactions in Secunties) Act 1992 has based on its judgement which declares "ready forward” transactions to be illegal, ordered 
the EUmk to deliver secunties or provide guarantees amounting to Rs 713 million (1994 Rs 216 million) m respect of ceitam of the 
above claims The Bank, along with other banks and the Indian Banks’ Association, has appealed to the Supreme Court against the 
Special Court's judgement Based on legal opinions obtained, the Bank believes that it has a reasonable chance of reversing the 
Special Court s judgement 

Because of the legal and other complexities surrounding the above matters, it is not possible to determine their eventual outcome In view 
of the above management considers that appropriate provisions and write-offs have been made m these financial statements and no further 
provisions arc required 

As part of the civil actions referred to in notes (it) and (iv) above, certain of the Bank's investments continue to be affected as follows 

(i) Bankers Receipts('BRs')andSubsidiaryCeneralLedgerforms(‘SGLs';issuedamountedtoRs322miIUon(1994 Rs322nuUion), 
net of assets on account of BRs held Rs 480 million (1994 Rs 481 million) and SGLs held Rs 2,330 million (1994 Rs 2,328 
million) at March 31, 1995 The secunties underlying the BRs and SGLs are valued at the lower of the cost or market value 
Although these BRs and SGLs held, issued by nationalised banks and other institutions, have not been settled on their due dates, the 
Bank IS confident of their settlement without any significant loss 

(ii) Certain secunties aggregating Rs 542 million (face value Rs 665 million) (1994 Rs 309 million, face value Rs 380 imllion) are 
still 10 be registered in the Bank's name by the issuers The Bank continues to pursue the registration of such secunties and is 
confident of resolving related disputes without any significant loss 

Following the completion of assessment proceedings in respect of assessment year (‘AY’) 1991-92, the income-tax authonties have raised 
demands aggregating Rs 161 rmllion, after adjusting for a refund of Rs 665 million ansing from a summary assessment for the AY 1992- 
93 This amount of Rs 665 million along with other amounts of tax paid in advance amounting to Rs 1,234 miUitm are included m ‘Other 
assets’ Further, the assessment proceedings for the subsequent assessment years are yet to be completed The Bank considers the 
demands for AY 1991 -92 and any other similar demands which may be raised for subsequent assessment years, to be largely unsustainaMe 
and believes the demands, if any. would eventually be set aside Accordingly, no provisions for the impact thereof has been nude m these 
financial statements 

3. INQUIRY PROCEEDINGS 

Certain inquiry proceedings by regulators, also including the conduct of the Bank’s past secunties transacuons and its vostro accounu, 
continue The outcome of sue h proceedings is uncertain Accordingly, no provision has been made in these financial statements to reflect 
the impact, if any of the outcome of such inquines 
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(INCORPORATED IN THE UNITED KINGDOM WITH LIMITED UAMLITY) 



1995 

1994 

4. CAPITAL 



Deposit kept with the Reserve Bank 
of India under Section 11(2) of the 



Banking Regulation Act, 1949 

390,000 

240,000 

5. RESERVES AND SURPLUS 
Statutory reserve 



Balance, beginning of year 

266,065 

133,898 

Additions dunng the year 

15.168 

132.167 

Balance, end of year 

281.233 

266.065 

Revalution reserve 



Balance, beginning of year 

1,098,328 

1,116,527 

Tfmsla' to profit and loss account 

(18,199) 

(18.1991 

Balance, end of year 

1J^80.129 

1-098.328 

Head Office account 



Balance, beginning of year 

2,952,112 

(7,804,596) 

Remittances received 

- 

10,264,884 

Other adjustments 

Transfer from profit ahd 

- 

(36,843) 

loss account 


528.667 

Balance, end of year 


2.931112 


4 374,147 

4,316,505 

6. DEPOSITS 

In India 



Demand deposits 

From banks 

318,752 

157,837 

From others 

2.569.056 

2.493.309 


2,887,808 

2,651,146 

Savings bank deposits 

Term deposits 

2,375,472 

1,937,883 

From banks 

— 

6,375,000 

From others 

16.377.002 

14.185.547 


16.377.002 

20.560.547 


21,640,282 

25,149,576 

7, BORROWINGS 

In India 



From Reserve Bank of India 

350,080 

489,960 

From Banks 

From other institubons and 

1,562 

13,771 

agencies 

27.915 

23.388 


379,557 

527,119 

Outside India 



From banks 

2.381.022 

179.111 


2,760,579 

706,230 

8. OTHER LIABILITIES 



AND PROVISIONS 



Bills payable. 

450.568 

1,181,428 

Inter-office adjustments(net) 

- 

68,856 

Interest accru^ 

1,052,783 

869,734 

Others (including provisions) . 

1.221.061. 

1.483.871 

2,724,412 

3,603,889 




9. CASH AND BALANCES WTIH 



RESERVE BANK OF INDIA 



Cash in hand (including foreign 



currency notes) 

69,052 

53,154 

Balances with Reserve Bank of India 



In current account 

3.976.965 

3.277.192 


4,046 017 

3,330,346 



sss=== 



1995 

1994 

1(L BALANCES WITH BANKS AND 



MCmEYAT CALLANDSHORT 



NOnCE 



In India 



Balance with banks 



In current account 

45,200 

681,014 

Outside India 



In current accounts 

24LM 

183.289 


292,900 

864,303 

11. INVESTMENTS 



In India 



Government securities 

6,273,089 

8,675,237 

Other approved secunbes 

479,684 

1,145,926 

Shares 

76,241 

110,484 

Debentures and bonds 

921,740 

2,316,653 

Subsidiaries 

501 

501 

Others 

1.715.423 

1.203J81 


9,466,678 

13,452,382 

12. ADVANCES 



a) Bills purchased and discounted 

1,206,226 

1,608.432 

Cash credits, overdrafts and loans 



repayable on demand 

6,536,129 

6.040344 

Term loans 

2.MB.8U 

934360 


10,351,166 

8383.036 

b) Secured by tangible assets 

9,308,683 

5,861,928 

Covered by bankAjovemment guarantees 

50,084 

1.332328 

Unsecured 

992J99 

usajsQ 


10,351,166 

8.583,036 

c) Advances in India 



Pnonty sector 

2,539,741 

1,470,967 

Public sector 

197,701 

1,702,938 

Banks 

21,619 

24,736 

Others 

7J92.105 

5.384.395 


10,351,166 

8,583,036 

13. FIXED ASSETS 



Premises 



Balance, beginning of year 

1,162,995 

1,155.575 

Adjustment dunng the year 

(1,456) 

• 

Addibons dunng the year 

84.651 

7.420 

1.246.190 

1.162.995 

Less Depreciation to date 

(52.475) 

(34.648) 

1.193.715 

1.128J47 

Other fixed assets (including furniture 



and fixtures) 



Balance, beginning of year 

366.070 

321,732 

Adjustment during the year 

1,456 

- 

Additions dunng the year 

127,341 

45,586 

DeduetKMis dunng the year 

(7.843) 

(1.248) 


487,024 

366,070 

Less Depreciation to date 

1200.7601 

(153.607) 

286.264 

212.463 

Net book value 

1,479,979 

1,340,810 


Premises were revalued at March 31,1993^ and the surplus of 
Rs 1.116.527 ansing was credited to Revaluation reserve 
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1995 


1994 


14. OTHER ASSETS 

Interest accrued 

411,050 

282,526 

Inter-office adjustments (net) 

Tax paid in advanceftax deducted 

50 238 

• 

at source (net) 

1,899.145 

1,758,855 

Stabonery and stamps 

4455 

1,062 

Others 

3.497492 

iI62iUlfl 


5,862,680 

6405423 

Others include 



Claims 

1,268,064 

2,066464 

Other Items 

Z221S2& 

2.096416 


3,497492 

4.162480 

15. CONTINGENT UABILTIIES 
Claims against the Bank not 



acknowledged as deba 

2,099,425 

2,242,354 

Liability for partly paid investments 
Liability on account of outataadkig 

500 

500 

exchange contracts 



(iiKluding spot exchange conbacts 
Rs 9,623.941,1994 Rs220.988) 

79,142483 

13,868,645 

Guarantees given on bdialf of 



constitutents 

In India 

5.081,626 

4,032,842 

Outside India 

189,466 

165441 

Acceptances, endorsements and other 



obligabons 

4,720,585 

1,948,107 

Other Items for which the Bank is 



contingently liable 

Bills rediscounted 

831,299 

177,731 


Underwnung tommitinentt 


92^2,459 


1«. INTEREST EARNED 
Interest/discount on advtticet/bills 1.652,080 

Income on investments 1,096,431 

Interest on balances with Reserve Bank 

of India and other inter-baiyt funds 101,001 
Others 18,226 

2.867,808 


17 .OTHER INCOME 
Commission exchange and brokerage 
Net profit on sale of securities 
Net lots on revaluation of tecunbes 
Net loss on sale of other assets 
Net profit on exchange transactions 
Miscellaneous income 



17.821 

795.806 


II. INTEREST EXPENDED 
Imoest on deposits 
Interest on Rnerve Bank of IndiV 
inter*bank borrowings 
Interest refund and related pa 3 rments to 
Reserve Bank of India 
Others 


1,264,641 1,476,780 

449,153 1,190,333 

361,655 

21.089 _8JSS 

2,096,538 2,675498 


Hie amount against ‘Interest rribnd add related paymenb to Reserve 
Bank of India (‘the RBI')’ above, relates to the show cause notice 
served on the Bank by the RBI during the yearin respecTof maintenance 
of inadequate cash reserves.'^pie amount mdudes a refund of interest 
of Rsl63 11 roillioa relatiiig to interest earned by the Bank on its 
deposits with the RBI m preWous yean 


19. OPERATING EXPENSES 
Payments to and provisions for employees 
Rmt. taxes and lighting 
Prmtmg and statitmery 
Adverbsemcnt and pubbaty 
Depreaabon on the Bank’s property 
Directon’ fees, allowances and expenses 
Auditon’ fees and expenses 
Legal charges 

Postage, telegrams, telephones, etc 
Repain and maintenance 
Insurance 
Other expenditure 


Other expenditure mcludes 
Travelling 


613,338 

79,390 

46,843 

f09.362 

49492 

89 

i.2(Jb 

84418 

864U 

7>.215 

9,739 

177412 

1,329,709 


554,712 

64,411 

28,749 

44,120 

41,648 

97 

1,600 

35,058 

60,684 

43,975 

15458 

181.067 

1,071,679 


74,458 96446 


_21600 

22407.120 


1,389.497 

1,877,405 

107,343 

mss 

3,384,540 


292,073 

1,025,467 

(146,099) 

(257) 

180,380 

211331 

1,373,661 


Included m ‘Payments to and provisions for employees^ u an amount 
of Rs 15 9 million relating to gxatmty which u management’s estimaie 
ot the charge for the yew after considering an actuanal valuation at 
May 31.1994 

^ VOLUNTARY RETIREMENT SCHEME 
During the year, following a deasion to rationalise its operations, the 
Bank introduced a Voluntvy Retnemoit Scheme (‘VRS’) for certain 
employees The aggr^ate costs of the VRS. detemuned on the basis 
ofactuanal computations, amounted to Rs 450 million Thiscosthas 
been pro-rated over a pay-back period of five years The charge for the 
year amounung to Rs 90 million (1994 Nil) u mcluded in‘Payments 
to and provisions for employees‘and the balance is mcluded under 
‘Other assets’ 

21. PRIOR PERIOD ITEMS 


Adjustment to Head Office account 
Incorrect recognition of income on 
revaluation of contingencies 


21626 

30*117 


22. PRIOR YEAR COMPARATIVE AMOUNTS 

Pnor year amounts have been reclassified, wherever necessary, to 

conform with the current year's presentation 
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Standard Chartered Bank Indian Branches 
(Incorporated in the United Kingdom with limited liability) 

AUDITORS* REPORT ON THE HNANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT. 1949 

We have audited the accompanying balance sheet of Standard Chartered Bank — Indian Branches (‘the Bank’) as at March 31, 
and the related profit and loss account for the year then ended. Our audit was conducted in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. We have obtained all the infoimation and explanations which, to the best of our 
knowledge and belief, were necessary for the purposes of our audit 

In accordance with the provisions ot Section 29 of the Banking Regulation Act, 1949 and the provisions of sub-sections (1). (2) 
and (5) of Section 211 and sub-.section (S) of Section 227 of the Companies Act, I9$6, the financial statements are not required 
to be, and are not, drawn up in accordance with Schedule VI to die Companies Act, 1956. The financial statements are, therefore, 
drawn up in conformity with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949. 

In our opinion, the accompanying financial statements give a tiw and fair view of the state of affairs of Standard Chartered Bank- 
Indian Branches as at March 31,1995 and of its profit for the year then endbd. 

As explained in Note 2 to the financial statements, it is not possible to ascertain the outcome of various matters in respect of the 
Bank's past securities transactions because of the legal and other con^ilcxities surrounding these matters. The Bank believes that 
appropnate provisions and write-oBs have been made in respect of such matters. Accordingly, no further provision to reflect die 
impact, if any, ansing from these matters, has been made-in these financial statements. 

Also, as explained in Note 2 to the financial statements, cmain demands made by the income-tax authorities are considered by 
the Bank to be unsustainable. Accordingly, no provision for the impact if any, arising from this matter, has been made in these 
financial statements. 

Further, as explained in Note 3 to the financial statements, certain inquiry proceedings against the Bank continue, the outcome of 
which IS uncertain. Accordingly, no provision to reflect the impact if any, arising from these matters, has been made in these 
financial statements. 

Furthermore in our opinion, 

(a) the transactions of the Indian Branches which have come to our notice have been within the powers of the Bank; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account and give the information 
required by the Companies Act 1956 in the mannor so required fesr banking companies; and 

(c) the Bank has maintained prooer books of account as required by law insofar as appears from our examination of those books. 


Arthur Andersen & Associates 
Chartered Accountants 


Bombay >fljaySahni 

June 30,199.* 
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One Hundred Years of Brahminitude 

Arrival of Annie Besant 

V Geetha 
S V Rajadurai 

Annie B( sunt \ annal in IS91 lail prestif’e to a hrahniiiiutil \ersion of nationalism based on taste exdusisits 
and arson supenonts Hie Justue Paits and tin Self Rt sped League countered this political hralimiiinm throui’li 
a cultural resistutue centied aioiind laniil Diasidian fraternits 


ANNIL BBSAN7 jrnvccJ <it the southern 
port ofTuliLonn inT.imil Njduon November 
23,1893 Did she imagine then that her work 
and lilc in Madras would serve to catalyse 
into action a histoneal pioccss that had long 
been unfolding and now merely waiting its 
‘appointed hour in these modern tones ’ A 
moot question, certainly but it isclear Annie 
Besant was not entirely unawarcol the import 
ot the political choices she made during her 
time as the editoi ol Ness /nr/m and an active 
participant in the activities of the Home Rule 
Laiague in the Madras presidency She saw 
herself as an inspired political muse who 
could quicken into energetic political .iclion 
colonial south India's native elites 

In this lOOth year ol her arrival in the 
Tamil country, it seems important to .issess 
her political mission in Madras since it proved 
extremely tar-rcaching in its cllects I he 
Home Rule Movement in Madras which she 
galvanised into lillul action caused political 
opinion to crystallise into brahmin and non 
brahmin political torm.itions More 
importantly, the cultural vehemence she 
brought to her practice ol nationalism resulted 
in the gradual emergence ot a complete and 
total counter ideology I he non-brahmin 
resistance ot political brahminism in the 
Madras presidency came to attack and 
challenge the social practices cultural pride 
and philosophical woildview which, 
together sustained brahmin hegemony in 
the related spheres ol politics and culture 
This resistance evolved into a lull Hedged 
ideology ol Tamil n.Uionalism in the 1930s, 
engendering thus a diamatic break in the 
progressof Indian'nationalism in the famil 
country 

In this article we attempt to indicate the 
significance ot Annie Besant's (xilitical role 
and examine the nature and content ot the 
Tamil nationalist response which arose as 
a spintcd counter to the pol itic al brahmi nism 
she espoused and promoted 

I 

Writing ol the delegates to the lirst session 
of the Indian National Congicss the liulum 
Mirror noted that the men from M.Klras 
seemed particiil.irly impressive It seemed 


benighted Madras was likely to outrun 
not only Bengal but every other province 
in the r.icc lor progress though preserving 
ns national chaiacteiistics than any other 
province' |Suniharaling.im 1974 247-48) 
rite Irihiine likewise was taken up with 
the Madras delegates ‘all ol good educ alion 
and standing 

Clad in conservative Hindu gaimcnts with 
their shining foreheads rubbed with sandal 
alter the orthodox Hindu fashion and 
speaking in eloquent English about the 
various ways in u hic h India should improve 
her political status they exhibited a 
spectacle at once charming and insliuc live 
charming inasmuch as it was a glorious 
sight to behold genuine Hindus (picserving 
intact ancient customs ol their great lace) 
holding the most ladical views about 
politics instructive inasmuch as it was 
capableol infusing a bcliel that Indiacould 
impiovc to the highest extent desirable ns 
political status without being anglicised 
ISuntharalingam 1974 247 48| 

The delegates to the I'rstsessionol Congress 
from Madras may be taken to icpicsent the 
‘constituency which attracted Annie Bcs.int 
Almost entirely hrahmins there were 
exceptions - whether orthodox reformist or 
liberal these men ot western learning were 
sell conscious in their newly discovered 
political sell-worth and acutely aware ot the 
immense scKial and cultural distance that 
separated them Irom the rest ol society in 
the Tamil countiy They sought rather 
jealously to guaid those privileges tradition, 
caste power and now colonial rule had 
conferred on them I his caste class ol men 
desired like then countcrpartsclsewherc,to 
sh,ire government with their rulers and not 
oust them TTiey were often annoyed by the 
racism which marked the provincial 
bureaucracy but were not averse to the idea 
ot empire They were proud of their 
nationalist imaginings yet pragmatic enough 
to not flaunt it in a manner that would incur 
the wrath ol colonial authority Annie Besant 
with her studied opposition to the local 
bureaucracy, her reverence lor 'God Crown 
and Country (as was evident Irom the Ness 
India masthead that bore these words), her 
interest in Hindu bclicI custom and creed. 


her qualilied support lor iclorm in the 
‘national interest and linally wnh^adccidcd 
penchant lor ,igitational politics ap|x;alcd to 
the deepest desnes and lears aspirations and 
apprehensions ol the upper caste and sell 
consciously brahmin congressman and his 
non fHililical peeis Her prcdeccssoi colonel 
Olcoit had merely vowed to reconstruct the 
ruined garden' ol Hindu Sanskritic 
civilisation and to found an "Oriental 
I ibraiy a second Alexandria" at Madras 
to further the cause ot the Hindu taith 
ISuntharalingam 1974 303) But Annie 
Besant was willing to go further She was 
prepared to transform ihe notion ol caste 
exclusivity to icpicsent a brave new political 
philosophy She was convinced ol the 
‘natural su(ieriority ol biahmins over others 
as laras intellectual prowess was concerned 

The caste system assigned learning to the 
brahmana and splendour to the kshatriya 
wealth to the vaisliya It has been the gloiy 
ot the brahmana to he {loor Millennia ol 
studious poverty have built up a body ot line 
nervousdcvciopmeni lefined sensitiveand 
admirably adapted lor its lunc lions and have 
chiselled out an incompaiable hi am that has 
not IIS peers as a class in the whole world 
The hiainol the average brahmana compared 
with Ihe average ol any other class in Ihe 
world IS superioi Individual brains may be 
found anywhere of the lincst value but taking 
as a class, the avciage brahmana brain is 
unrivalled and it has a quality a timbre it 
we may boirow an untranslatable word 
which IS unique Natural law has been 
utilised and the result is there before us |Nen 
Iniha June 25 1915) 

Annie Besant desired to restore’ the lost 
pride and glory ol the brahmins and thereby 
give back to them their ‘rightiul place as 
leaders ol their country’, in an appeal to Ihe 
brahmana castes in 1913, she entreated that 
community to realise its destmy 

There aie two ways ol change two ways 
in which privileges disappear when the 
people who no longer lesp^ct the privilege 
holders arc angiy with these pi ivileges which 
outrage their sense ol (ustice and if it goes 
too far you get a giant uprising like the 
French Revolution and Ihe privileged perish 
by violenc e or vou may have the wonderful 
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ikfttoo |>r^il«ta^^1sa to jlty^ ■$ 
privileged as any ot the M^mana easte 
here who tailed on for Iheir country's sake, 
stripped olf every privilege they held and 
thiew them at the feet of the Motherland in 
order that they may become tree and great 
I have a vision which I hope is not only 
a dream ot this mighty (brahmana) caste 
which in the past has given to India all that 
was greatest in her liteiaturc and aits and 
ot you the natuial leaders ol the people by 
your high education by your brilliant 
intelligence by your powers of speech - I 
have hod a vision of your mighty caste going 
forward to iie feet ot India the mother 
takmgoft the coronet ol privilege from your 
, wn heads and laying it down in sacrifice 
at her feet I have dreamt that the great act 
of national sacrifice once accomplished 
splendidly performed India the Mother 
would stretch out her hands in blessing and 
s ly to her children who made the sacrifice 
Go back to your people and take your 
rightful place again as leaders still in 
India Give to them your splendid intellect, 
give to them your wonderful eloquence 
give to them the power of your past and 
the influence ot youi names crowned no 
longer with the crown of privilege but with 
the deathless crown ot self sacrifice This 
IS the vision I have seen Then the brahmans 
having stepped down wilt be raised up by 
the loveof agiatclul people who will lollow 
leaders who are leaders of quality and not 
merely by accident of birth |Veiv /ndin 
November 27 1918| 

This appeal shot through with pseudo 
millennial fervour, not only yoked together 
caste pnde and patriotic sentiment but lent 
the poitttes ot nationalism as it obtained in 
the Madras presidency a distinctive cultural 
weight and resonance Annie Besani s superb 
rheloiic of nation caste and culture helped 
to represent brahmin ritual and sacral 
auihonty as necessarily secular given these 
modern times She managed to endow 
brahminism with a new political and 
civilisational mission one that would 
confirm brahmins in their pnde of place in 
the Aryan brotherhood’ that colonel Olcott 
wished to constitute, ‘regardless ol race, 
creed or colour” 

That Annie Besani’s exhortations to the 
brahmins of Madras were taken to heart by 
a substantial section ot that community is 
clear from even a cursory reading of her tVew 
India, especially its ‘Voice of the People’ 
columns Here are to be found debates on 
matters of social reform in the brahmin 
community, on the desirability (br not) of 
doing away with sectarian divisions among 
brahmins in the interests of a cohesive and 
unified ‘national’ brahmin community, on 
the Aryan (and thcretore, brahmin 
predilection for liberty on the ‘nghtlul’ 
attitude to be observed by brahmins towards 
the depressed classes, as would be proper 
for men convinced of ’elevating’ them mto, 
at least, ‘sudrahood’ ' Common to these 


dilCttkSkms was A tf|)ii»idiiiMto Wtalgia for 
a lost aryan aaadia, express^ as a 
will to recover that arcadia in the political 
here and now For instance, S .Setlur, a 
regular columnist lorfVew liului in the period 
1914-2^ in a two-part essay. The Nature 
ol Freedom enquired into the innate aryan 
love of liberty Arguing that the Western 
Aryan applied it (love ol liberty) to the outer 
environment and the Eastern Aryan applied 
It to his inner nature’. Setlur contended that 
iheManusmnti ‘the old Aryan ctxJe common 
to all Aryans, whether European or Indian 
IS better than anything that can be composed 
by the Ne\* India staff to express the main 
contention ol the Home Ruler” Quoting 
Manu, he insisted that the “driving force 
of both Western and (Astern Aryans has 
been “thetr love ol Ireedom the freedom 
whieh as Manu says the Aryan always 
regards as the sole test of pleasure and pain 
happiness and misery” Hence, 

theproverhially mild Hindu is soclamorous 
for self government while the brahmanas 
and the like whether English educated or 
not - who are known to have Aryan bloixJ 
in them are in the frontline in the 
constitutional fight which is now raging 
while others are lagging behind and 
backsliding 

Setlur however did not want non-Aryan 
Indians to turn away from the promises held 
out by the Aryan love of liberty They too 
have a nght to freedom and self-government 
since they 

though not Aryan in blood have been 
nurtured in Aiyanism for scores of years and 
have been saturated through and through 
with the Aryan love of liberty [New India 
September I 1917) 

It IS not to be wondered then that Annie 
Besant s blueprint tor a free, sell governing 
India provok^ an angry response amongst 
a section ol the non-brahmin intelligentsia 
in Madras Chiefly professionals and 
publicists these men were keenly sensitive 
to the play ol caste power in modem political 
lile Colonial economic, political practices 
colonial knowledge systems and the 
missionary discovery of a perfidous 
brahminical Hinduism on the one hand and 
a received ‘native wisdom which revered 
the idea ot a seamless and ever-abiding 
‘Tamilness’ on the other had produced in 
them a sense of being non-brahmin and, 
simultaneously, ‘dravidian* and/or ‘Tamil’ 
Hence it irked their sense of self-respect that 
liberty should be associated with a caste 
known for its exclusivity and self- 
government be sought by a group of men 
who were distinguished by Iheir resistance 
to equality amongst men and castes Thus, 

It was not tefore long non-brahmin publicists, 
professionals and the wealthy and powerful 
amongst them came to oppose political 
brahminism, both for its h^emonic intent 
as well as for its Aryan pretensions 


rt 

Non-hrahmin criticisms ol Home Rule 
Nationalism represented two ol the non- 
brahmin movement s early concerns the 
lirst had to do with coming to terms in a 
political sense with a community known 
lor Its ‘powers of combination” and will 
lor ‘mutual advancement" |Naidu 1991 
7SJ Non-brahmins could not abide by the 
good faith evinced by the brahmins in the 
national interest, since this was, itself, 
suspect To them the ideology ol nationa¬ 
lism as It was advanced by Home Rulers 
and their denieen Annie Besartt, seemed 
a sophisticated and elaborate attempt to re- 
interpret the ancient principle of 
brahminism M Venkatratnam Naidu, a 
prominent leader ol the South Indian Liberal 
Federation (SILF) or the Justice Party as 
It was commonly known, argued that a 
genuine nationalism as opposed to and 
different from the extant one could be 
constructed only on the basis of common 
sympathies and a spirit of co operation 
between groups that felt bound to each 
other Do our present relations between 
caste and caste give nse to such sympathies’> 
The answer should be a ’Decidedly not*’ 
In some villages the lower castes are looked 
down by the upper castes The paraiahs are 
given no place in the human category " 
Venkatratnam Naidu observed with 
considerable acerbity that the orthodox and 
exclusive minded, the doyens of 
varnashramadharma were ever averse to 
the forging of broader sympathies 

Some lime ago there was an attempt to 
blend these dilfcrent (ciste) communities 
into one whole so as to generate that broad 
sympathy Ih it is characteristic of nationality 
Our orthodox friends have moved heaven 
and earth to oppose it and sec it dropped 
The attempt made was the introduction of 
a hill to legalise the marriages between 
members of different castes and subcasles 
and legitimise their offspring What is it 
that influenced our friends to oppose it? Is 
It anything other than sell interest > Is it not 
from a feeling that it would be a death blow 
to the caste > Is it not from a desire to keep 
their caste and birthright of supremacy 
intact'(Naidu 1991 36J 

T M Nair, one ol the lounders ol the SILF, 
also saw the Indian nationalist movement 
as having ‘revivified the doctrines of 
varnashrama dharma” and deplored the 
phenomenon of a small, literate class 
“speaking for the other classes although 
(Its) acquaintance with the (latter’s) 
condition is of the remotest possible 
description” (A/eH’/nr/w October 21,1918] 

K Subba Reddt, a youthful Justicite, 
likewise, doubted the nationalist intentions 
of a brahmin oligarchy which like its 
counterparts eisqwhere in the world, ‘has 
ever been subversive of the general interest 
of our country” 
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While the Bnttsh oligarchy touched us here 
and there, and (hat only superficially, the 
Brahmin oligarchy pursues us at every turn 
and makes itself felt in the innermost recesses 
of our life While the power ol the secular 
oligarchy is linilc and can he understood 
(hat of the spiritual oligarchy is infiniie and 
inscrutable (Naidu 1991 75] 

The apprehensions expressed by non 
brahmin publicists and poliiical leaders with 
respect to the ideology of nationalism and its 
espousal by a class mindful of its oligarchic 
prerogatives were clearly a response to a 
poltticsthat associated power whether social 
sacral or political, with knowledge and birth 
The SILF desired naturally to counter 
political brahminism/nationalism with a 
different approach to politics and came to 
imagine a dillcreni community and nation 
For nationalism to become a reality a living 
creed that would be appealing to all sections 
ol so(.i(.is certain conditions had to be 
lullilled The SILFdeftned these conditions 
in very specilic terms (i) Pnmary education 
ought to be made tree and compulsory so 
as to enable the emergence of a literate 
community ol citi/ens (ii) Non brahmin 
castes were to actively pursue secondary and 
higher education and the pooramongst these 
castes ought to be given scholarships and 
concessions (iii) Fcjual representation ol all 
communities in the services and 
administration must be ensured (iv) 
Communal safeguards must be provided in 
the matter of elections to the legislative 
council so that all communities in proportion 
to their numbers in the population, may be 
represented in Council It is clear that the 
SILF was not sanguine about the hegemonic 
sirenglhsol politicalbrahminism Thisbrings 
us to the second concern of the non-brahmin 
movement its will to cultural resistance 
Non brahmin leaders were uneasy with the 
.iryanist content in nationalist rhetoric since 
historically (he intellectual prowess of 
brahmins derived from then appropriation 
of the sacrcdotal Aryan language Sanskrit 
and the deni ilot knowledge ol this language 
toothers Now th.\t (his tune honoured pride 
III being the cusicxiians ol S.insknt learning 
was being upheld and underwritten by (he 
findings ol modem philology and linguistics 
It seemed important (hat sue h nghts tocultural 
supremacy be challenged and displaced 
II (he non brahmin political challenge to 
nationalism came to oppose the brahmin s 
appropriation ol secular knowledge hts 
acquisition ol wcsicrncduc atiunal skills and 
his familiarity with modern forms ol 
government and administration non 
brahmin cultural resistance to nationalism 
sought to counter the political brahmin s 
‘spintual* prerogatives his easy and sole 
access to a knowledge that lay embedded 
tn everyday practices of language ritual .ind 
culture Non brnhimn intcliccluals even 
those who did not necessarily belong to the 


Justice Party, now came to dispute Sanskrit* s 
claims to sacredness. Us antiquity and even 
Us very uselulness ’ Sanskrit was viewed 
less as a language and more as a tamer of 
values as a symbol ot aryanism ' In their 
turn, non brahmins extolled the virtues ol 
Tamil, asserted Us irrepressible diffeteme 
from Sansknt and argued it could stand on 
Its own Such a celebration ot Tamil h.-id, 
in tact begun even in the last quarter ot the 
previous century when Tamil scholars and 
intellectuals like their peers, elsewhere had 
comelo discover the importance ol history 
Men like SundaramPiltai Arnold Sadasivam 
Pillay and V Kanakasabai Pillai had become 
all too aware ot the need to articulate a 
dravidian myth ol historical origins 
Mainstream colonialist historiugr.iphy had 
proclaimed the notion of ary an beginnings 
to civilisation in the Indian subcontinent (hat 
was eagerly accepted and re articulated by 
upper caste chiefly brahmin writers and 
intellectuals Thus.thcse'l amil inenot letters 
sought to refute the aryanist argument and 
c.imc to propose a dravidian alternative a 
dravidian view ol history It was held that 
such a history could be written on the basis 
ol evidence gathered from Tamil litcralurc 
through the ages Sundaram Pillay argued 
that lamil literature ol the past could be 
scoured lor the must reliable data tor 
reconstructing extinct societies and social 
conditions (Pillay 1985 29] The need for 
such a history was eloquently expressed by 
T Selva Kesavaraya Mudaliar when he 
wrote in 1904 that if they were to counter 
(he taunts and disparaging comments ot 
Sanskritists, lamil lovers must produce 
evidence ol their ancient culture and 
achievements [Sivathamby 1988 91] Dalit 
intellectuals and publicists during this 
period also expressed their need tor a history 
free from aryan excrescences Men like 
Ayothidas Pandithar who characterised 
dalits as 'Poorva Tamizhar (original 
Tamils) produced a radical historiography 
that privileged dalits as the agents of history 
in the subcontinent who had, unfortunately, 
been duped ot (heir rights to this history 
by scheming aryan priests [Geetha and 
Raj.idurai 1993 2091-98] 

Thus It was not long before that non- 
brahmin leaders clustered around the Justice 
P.irly and dalit leaders such as M C Raja 
rcsoilcd to an extremely imaginative and 
political use ol history, as they attempted 
to disengage it from its Aryan/Sansknt 
context Before we proceed to consider in 
some detail (he intense politicisation ot the 
Dravidian/Tamil myth first by the Justice 
Party and laicr by the Sell-Respect League, 

It would be useful to consider (he nature of 
Sansknt Tamil encounters as these have 
occurred in lamil history 
The sense ol di llcrcnce which was believed 
to inhere m (heTamil language and dravidian 
culture and which distinguished these from 


an aryan-sansknttc ethos has been articulated 
at vanuus times tn Tamil cultural history 
This sensibility, often grounded in tell notions 
regarding (he uniqueness of the Tamil 
language, conccivcdol Tamil as a metaphor 
whichcould atdillcrenttimes.yieidditlcrcnt 
meanings Tamil thus Came to embody the 
existential longings historical aspirations 
and even religious and spiritual agonies of 
lamils Through significant segments of 
Tamil history it persisted as an invaluable 
site lor the play and resolution ot historical 
conflicts and for the emergence ot questions 
over matters such as identity legitimacy and 
value K Sivaihamby h.is argued that Tamil 
literary history it ably written and 
conceptualised could tell us important things 
about how 1 amil rulers, aided ably by (heir 
literary and scholarly elite, looked to the 
lamil classics whether sacred or secular 
and sought to derive legitimacy Irom 
constructions and reconstructions ot texts 
into anthologies and definitive editions 
which they initiated and encouraged 
(Sivathamby 1988] P Kiishiian h<is pointed 
out in in excellent and exhaustive study how 
teleremcs to the Tamil language and its 
uniqueness as well as relcrences to the 
Tamil race and the Tamil country abound 
in Tamil literary texts He suggests that these 
ictereiu cs varied as (hey arc in then meaning 
andsignitiianccindiiativeof the persistence 
of a stubborn histone al memory of dil Icicncc 
(Krishnan 1984] 

it was through a deft and delicate use of 
Tamil that Saivitc and Vaishnavitc poet 
saints had countered the hegemonic and 
philosophic attractions of Jatmsm and 
Buddhism, while it was through a conscious 
‘Tamilising’of Iheir creed that these religions 
had initially struck root in the Tamil country 
The Tamil language had stood the imperial 
Cholas in good stead when they sought to 
legitimise their rule through an invocation 
and celebration ol brahminical Hinduism 
The two great Tamil epics of this penod 
Kambar’s Rama\anant and Sekkizhar s 
Periyapuranam not only testily lo the 
grandeur and suppleness ot the Tamil 
language but reveal how literature and 
hagiography may serve to inscribe the 
impenal present within Sanskrit as well as 
Tamil pasts These epics may be viewed 
as great legitimising histoncai narratives 
(in the manner of Virgil’s Atnetd that 
attempted to endow an upstart Roman 
empire with a mythical aura) that brought 
together aryan notions of kingship, rule 
and culture and the patently Tamil and 
somewhat protestant bhakti traditions into 
a coherent seamless unity, a unity that was 
seen as present in Tamit life under the 
Cholas Tamil had figured as an important 
religious trope in the Snvaishnavitedebates 
of post-medieval south India and was 
made a vehicle of a semi-popular, less 
rigid and broad-based Snvaishnavism, 
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•vubsequQDlIy klciMified wnhltu; Tenk<ilai 
prabhandic school ot worshippers In the 
18th century, when the Tamil country was 
locked by a scries ot intermittent wars, an 
anonymous poet recalled in his lung poem, 

Fami/h vtdu Fhoothu (Message sent 
thiough Famit) the glories ot the Tamil 
language and its antiquity and cotistiueted 
III verse a veritable history ot Famil 
literature Fhis poetic act was a response 
to the political anomic and disintegration 
that characterised the Tamil countryside 
on the eve ot the liiitish conquest 
Rccognisahly modern reconstitutions ol 
I amil language as the hearerol adistinctivc 
cultural and civilisational impulse owed a 
great deal to the work of Christian 
missionaries who in their various bids to 
deploy that language to catry the message 
ol Christ came to identity it with a useful 
vernacular populai tradition as opposed to 
a classical litcrarv one Men like Bernard 
Schmidt and liter Robert Caldwell, 
developed the theory that the Tamil 
language possessed a genius integral to it 
and owed nothing to Sanskrit Schmidt and 
his bettei known peci Rhcnius argued 
thet language coiistituled the vciy warp and 
wool ol I peoples ciiltuie and held that 
p.irtieulai langiciges cxpiessed particular 
histoneal ind cultiiial sensibilities Unlike 
the lamil poets ot yoie the) loc,itcd this 
dittcrenceinevciyday spcec h and i n com mon 
and popiil.u uses ot lamiM Missioirary 
ipproptiationsanduseol'he Famillanguage 
true titled into a systematic attempt to record 
and desenbe the genius ol Tamil whenRobert 
Caldwell published his Compaiative 
Grammar ol the Dravidian I anguages in 
1856 Cahlwell s woik may be satd to have 
systematised and rendered coherent those 
complex social, historical as well as linguistic 
developments which had obtained over a 
period ol time in the Tamil countiy 
Caldwell s discovery ot a Dravidian 
alternative to Aryan-Sanskrit culture was 
neither purely reactive nor fortuitous In his 
woik, the sense ol cultural dillerence which 
inhered in Famil literature the visibly 
modern protestant articulation ol the 
vcrnacultir as a semi popular medium ol 
expression and communicalion and the 
idea ol a dravidian (as opposed to aiyan) 
civilisation and family ot languages 
propounded by colonialist linguist and 
historiographical research coalesced 
together Thus, a new cpisteme came into 
existence, one that would inform social 
political and cultural activity in the Tamil 
country 

The political arrival ot this new cpisteme 
was, of course, occasioned by the founding 
of the SILF The dravidian cause was now 
sought to be displaced from the sphere ol 
culture into the sphere ot politics In hts 
welcome address to the first non-brahmin 
contederation held in December 1917 at 


Madias,FTheagorayaQteUy.ihe venerable 
leader ot the Justice Party held that 

the genius ol Diavidian civilisation does 
not lecognisc dilferencc between man and 
man by birth The leadeis of Dravidian 
thought Ihiruvalluvar, Avvai and Cumbai 
do not claim lu be born liom the brain ol 
the godhead The Nayanars and AI wars do 
not claim gicjtness in virtue of birth It is 
the Aryans who have intnxiuced this birth 
distinction which they have elaborated into 
the system ot v irnashramadharma with its 
cjncomitani evils |Naidu 1901 HO) 

Fcyr Justice leadeis the genius of Diavidian 
civilisation was a veritable touchstone that 
would help them measuie the worth ol 
aryan culture ind |udgc the adequacy (or 
inadequacy) ol this culture in democratic 
limes PTC hcity lor instance was quite 
clear and emphatic that hrahminism was 
ever averse to democracy and noted lhai 
even when the t)ranny ol varnashiama- 
dhaima had piovoked revolts biahmin 
oligarchic inleresis had refused lo tread tlic 
path ot retoriTi but had, instead put down 
such revolts sivagely 

More than two thousand tout hundred years 
■go the Buddhist rclormaiion sought lo 
unity all classes but the influence ot 
vainashrainadh irma was loo siiong 
Ramanuja though a Brahmin tried lo 
mitigate the rigours ot the social .ind religious 
tyranny ol the Brahmin priesthood and 
succeeded pariia'Iy tor some time Bui in 
course ot tunc las priesthood sank to the 
level ot the rest Basavaiya m.ule a similar 
attempt which wis attended with a similar 
result 1 hus cvciy successive attempt to put 
down Ihc Hi ihminical Ivianny ended in 
failure so that tiu Biahminical influenci 
grew strongei ind stronger with the lesull 
that they elaboi ited the picscni system of 
untouchablcni ss and pollution (Naidu 
I991 140J 

But the conscious politicisation ot the 
dravidian idea bv the Justice Parly did not 
produce any long listing results Not only 
was Ihc party sopjsositional cultural ihclonc 
not integrated with its political programme 
but Its social and cultural agenda was not 
sutliciently radic iliscd tor it to transform 
the dravidian (lamil) value ot social 
egalitarianism into a living creed in late 
colonial south India Besides there existed 
the inevitable hiatus between protessed 
radical aims and jiossibic practice' 

III 

The radicalisation ot the non-brahmin 
movement was ac compi i shed by the acti vines 
of the Sell-Respect league From 1926 
onwards, the I eaguc under the leadership 
ot E V Ramasaniy Pcnyai, and guided in 
Its day-to-day propagandist and ideological 
work by a team of committed and eager men 
and women, issued open challenges to Hindu 


faith, custom, creed and practice The League 
protessed a militant egalitarianism and 
insisted that unless social, cultural, linguistic 
and religious inequities were levelled out, 
sell-government ot India by Indians was an 
uniealistic and deceptive political option 
The I eague did not choose to work out a 
concrete political programme In the early 
l9J0s It encouraged die toimation of a 
Samadharma' party with avowed socialist 
aims but its socialism remained, at best, an 
index of its fundamental philosophy of 
self respect It socialism could help non- 
brahmins in their war against hrahminism 
and help them constitute an egalitarian social 
ordei, it was lo be welcomed The Self- 
Respect League’s opposition to Hinduism 
ind therefore, to aryan hrahminism was 
more pointed and consistent than its political 
opposition to nationalism, so much so that 
the League managed to excavate a political 
underside lo its anti aryanism and anti- 
hrahminism For inthemid 1930s and after, 
the League s ideology and practice of self- 
rcspcci i ame to form the basis ot a new kind 
ot politics in the Madias presidency the 
politics ot lamil nationalism 
While the Sell Respect League's leading 
ideologues including Pcriyar espoused a 
creed of consc lous rejection ot all social and 
cultur,il practices that implicitly or explicitly 
accepted brihinin ntual hegemony and llw 
sacral poweis ot the Sanskrit language, they 
did not automatically extolled the virtues of 
dravidiancultureorthcTaniil language The 
sellricspeciers upheld Tamil chiefly because 
It was the spoken language of thousands of 
non brahmins but did not grant it an 
epistemological pride of place in their 
speeches and wntings In rare instances, for 
puicly jirolcinical purposes, they would 
proclaim the innate supcrionty ol Tamil 
over Sanskrit but they were neither language 
purists nor romantics However, they chose 
to construct a |>olitical alternative lo 
nationalism on the basts ot, and in the name 
ol Tamil nationalism It is clear that the 
significance they attached to the Tamil 
language was vastly different from that 
posited by the literati Likewise, they 
Jiscovcicd new uses lor the Tamil language 
and made it the marker ot a new and radical 
political identity 

The Sell Respect League was thus suited 
to lianslorm a cultural idea into an effective 
political weapon ol protest Firstly, it 
functioned at a variety ot levels as a broad- 
based forum for the expression ot non- 
brahmin concerns as a populai exponent ol 
a radical philosophy ot rights and liberation 
as a militant pressure group that could induce, 
at times, the more staid Justice Party to adopt 
radical social programmes and tinally as 
an arbitrator of opinion amongst a class of 
intellectuals with cross ciiitmg atlinities, 
that IS, a class that comprised Tamil 
enthusiasts and anti Sanskritisis as well as 
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those who were iconoclasts and who 
eschewed atavism of the Tamil as well as 
the Sanskrit variety. Secondly, the League’s 
practice of self-respect, which included 
militant campaigns against untouchability. 
encouraging inter-caste marriages, upholding 
the rights of all non-brahmins including 
dalits toenter temples and other public spaces, 
challenging superstitious and obscurantist 
religious and cultural practices, protesting 
the subordination of women and the 
demeaning of their selfhood through various 
means, was chiefly agitational. It rarely 
awaited legislative or executive ordinances 
to ratify its radical measures. Thus, it came 
to adumbrate a new kind of activity, one that 
was not oncnicd towards speci Ileal ly political 
objectives but whose social relevance and 
unrelenting intensity defined a different, 
practiccof politics. The Self-Respect League 
achieved an intensive politicisation of culture 
and thereby came to anticipate an entirely 
novel politics, one that would yoke popular 
energies to specific demands and integrate 
these within an overall counter-hegemonic 
framework 

In 1937, the Madras presidency's 
provincial congress ministry announced its 
decision to render the teaching and learning 
of Hindi compulsory in educational 
institutions. The decision had the chief 
mini.ster C Rajagopalchari's (henceforth 
Rajaji) specific .sanction. The i.ssue of Hindi- 
imposition became all-important overnight 
as various sections of society excitedly 
discussed its implications. Rajaji’s own 
congressmen, amongst whom were a 
substantial number of non-brahmins, were 
surprised and incensed. Even the pro- 
Congress press in the presidency was 
astounded by the decision to impose Hindi 
and, initially at least, opposed it | Viswanathan 
1983: 161-234]. The loudest and most 
vociferous protests emanated I rom the Tami I 
literati quarters: poets, .songsters, scholarsof 
Tamil learning, purveyors ol Saiva 
Siddhania, a self-consciously dravidian 
philosophical alternative to the brahminical 
vedanta, doyens of the ‘Pure Tamil’ 
movement who had been campaigning since 
1914forapunfiicaiionof iheTamil language 
and a pi.rging ol .Sanskritisms and aryan 
iedological constructions. Members of the 
Justice Party also joined in the protest against 
the cultural imposition on dravidian people 
and spoke and wrote against it. The anger 
against Hindi cut across class and caste lines, 
with sell -respeciers, samadharmists and even 
a few brahmins registering their ire 
[Viswanathan 1983: 161-234], In terms of 
actual participation in the anti-Hindi 
:ampaigns, the brahmin presence was, 
perhaps, negligible. But it is .significant that 
he sense of being ‘Tamil’ was not always 
jverwhclmed by thesenseot being ‘brahmin’ 
though the contrary could be sighted, as it 
)ften did). Ultimately, the success of the 
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anti-Hindi agitations owed a great deal to 
popular participation. Those men and women 
who had been ‘awakened’ into self-respect 
were now eager to define themselves in 
terms of a horizontal dravidian (Tamili 
community The fight for Tamil, or more 
specifically the rejection of Hindi, catalysed 
the emergence of a new identity, one that 
would transform non-brahmin concerns into 
dravidian-Tamil ones. The old negative 
identification was exchanged for a new 
positive one as the fight against Hindi (and 
by implication against Sanskrit and aryanism, 
and the new national outlook that wished 
to erect a modem state on the basis of the 
latter) crystallised into a desire and demand 
fur a differently organised and imagined 
fraternity of peoples, the dravidian (Tamil) 
nation.'' 

It is clear the stmggle over language was 
fought on multiple platforms, and not all 
those who joined the fray fell equally or 
intensely alxiut the Tamil language or its 
hoary past. The sell-respecters themselves 
were wary of plunging the ami-Hindi 
movement into an abyss of atavism and 
romantic nostalgia. However, they realised 
the importance of counterposing Tamil to 
Hindi, of defining the language to signify 
a form of resistance in itself. Tamil ceased 
to be a mere instrumciit of a cultural 
opposition but came to embody a non¬ 
brahmin will to power and counter- 
hegemony. The centring of resistance to 
northern, Sanskritic dominance in and 
through the Tamil language posses.sed a 
long history, as we have attempted to indicate. 
This history assumed form and coherence 
for the modern times in the anti-Hindi 
agitations. Just as at each historical 
conjuncture, the resistance or hegemonic 
intent signified in a particular use of Tamil 
reali.sed it.sclf differently so was the cultural 
resistance centred in the Tamil language 
dunng the anti-Hindi campaigns interpreted 
in specific histone terms. Likewi.se, Tamil 
also came to represent a well-defined historic 
sensibility. 

What was the meaning of Tamil for the 
self-respecters'.' Periyar was quite clear as 
to what Tamil did not mean, as far as he was 
concerned 

I love Tamil, but not because ii is my 
mother tongue or because it is the national 
language; or becuase it is a language that 
can stand on its own. Neither is my love 
due to Its antiquity, to the fact it was the 
language spoken by Lord Siva or the one 
created by the sage Agasthya... I love a 
particular thing for its quality, for its 
usefulness. I do not extoll a thing just 
because it happens to be my language, my 
nation, my religion. 

If I ever am convinced that iny nation 
cannot help me realise my ideals, if I cannot 
make it serve this purpose, I will move 
away from it. Likewise, if I ever come to 


think (hat my language wifi not «;rve my 
ideals, if it will not help my people live with 
honour and help them progress. I will give 
up on my language and look to something 
that would have its uses. 

If I love Tamil, it is because I have weighed 
the good that I expect to come out of it 
against the ill effects its disappearance is 
likely to cause and have, on that basis, 
extended my love and support. Similarly, I 
oppose Hindi on the basis of the ill effects 
It may cause. I oppose it because I have 
realised the nature of these effects and unable 
to tolerate them have decided to resist them; 
but not because I will not be able to 
understand Hindi or that it is an alien language 
[Sitambaranar 1939; 213-15). » 

This may sound starkly utilitarian, but 
Periyar’s ‘use’ theory of language helped 
him assess a language’s ideological resonance 
and disambiguate its usefulness from the 
supersti'ious and worthless dross that 
rendered it opaque and unfit for rational, 
intelligible communication. Thus, he held 
that a Tamil language free of Sanskritic 
intluences and aryan concepts would be 
ideologically acceptable to a self-respecter- 

It IS my opinion that the Tamil language can 
help its people progress in all fields, liberate 
them and help them lead a rational and 
honourable life Of course, some may ask 
if Tamil is indeed capable of all this. Tamil 
may not help its people achieve all of these, 
but I do know that, of all the Indian languages, 
Tamil possesses those arts, mannerof speech 
and custom as well as the words requisite 
for a peoples’ progress (Sitambaranar 
1939:213-15! 

Periyar was no purist and advocated the 
language should borrow freely from all 
languages except Sanskrit to enrich and 
extend its vocabulary. He held (hat it was 
because of the unwelcome intrusion and 
takeover of Tamil by Sansknt. the Tamilg^' 
people who had discovered civilisation and 
culture when people elsewhere were yet to 
leave their savagery behind had failed to 
keep up their initial momentum and had. as 
a consequence fallen behind in the march 
towards progress (Anaimuthu 1974:972-93]. 

To Periyar, and indeed in the general 
discourse of self-respect, Sanskrit signified 
an aryan-brahmin will to power and 
dominance through religion and caste. 
Sanskrit, thus, embodied an entire system 
of values, the means through which the 
Tamil people had been enslaved. Periyar 
argued that identities are fixed in speech and 
reified through reiterative habits of language 
use. The Sanskrit words for caste, salvation, 
marriage, obsequies, heaven hell etc, had 
entered the Tamil speaker's vocabulary and 
had been internalised over the years: "These 
are words that foment superstition and blind 
faith”, held Periyar, and insisted that there 
are no original Tamil words that correspond 
in meaning to the.se and other such words 
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1974'9711 Penyar blamed the eager 
acceptance of an aryan religion, such as 
Saivism by the Tamil rulers ot the past for 
the language’s low status 

The Tamil kings accepted an aryan faith and 
to explain the concepts and nuances of this 
f.iiih Sanskrit woids were invoked It we 
were to free Tamil from aryanism and 
Saivism we will be able to get back our old 
Tamil [Anaiinuthu 1974 971) 

It Tamil was to be brandished as a weapon 
against Sanskrit and aryanism, it it was to 
be an antidote to a language which according 
to Kuthoosi Gurusamy had awed people 
through the ages by its sheer sonority and 
ini omprehensibility and its association with 
caste power, what did it stand lor' In other 
words how could it be a powerlul arm of 
the anti brahmin icsistance' Tamil had to, 
necessarily express the ideology of sell 
respect and bend itsell to new habits ot 
speech use and communication Penyar 
clearly desired to modernise Tamil and to 
render it supple enough to express new ideas 
scieiuilic concepts md his own philosophy 
olscll respect The urns ot the Sell Respect 
league were to 

do away with blind I iiih supcistitions and 
meaningless rituals icmove the inequalities 
cicaicd in siKiely in the name ol caste 
religion and c lass and make the people live 
IS I o/igle community m brother! sister) 
h(X)d Clearing (.among them) a spirit of 
self awareness so that they would henceforth 
live as lalional and self respecting beings 
[Anaimuthu 1974 4S8] 

Tamil was to lacilitatc the constitution ol 
this new Iraternity ol peoples endow them 
with a distinctive identity and equip them 
with a sense ol a cultural and political 
dilteicncc to resist political brahmmism/ 
nationalism 

In upholding the hbcrative energy and 
usesol Tamil, Penyar was clearly responding 
to the political use ol Hindi Ills criticisms 
and rejection ol Sanskrit wcrcd’rectcdaga nst 
Sanskrit s mt>dern descendant Heie, Hindi 
was conceived not so much as a language 
as a modern metaphor ot brahmmism The 
historical linkages brahmins had established 
between knowledge and power were now 
being lelorgcd In a historical context 
dominated by the rhetoric ot nationalism 
the castC'class basis ot nationalism had to 
he efteciively expressed and rendered 
consensual Hence, the leaders ot Indian 
nationalism had chosen Hindi as the means 
to torge, and in some instances, impose this 
consensus (Rajadurailorthcommg] Penyar 
since his early political days, had waged an 
unrelenting wai against nationalism devoid 
ol social reform and pledged to caste 
exclustvity He had charactensed nationalist 
ideology as the ideology ot an unreformed 
brahmaiiocracy’ Thcrclorc, when the 


Conp^ ministry in htadIrM art«mpied to 
constitute polity and society in the Madras 
presidency along nationalist lines, by iorcing 
a unity on the basis of a falsely imagined 
’national’ language, Penyar sensed the will 
to power, so evident in RajajTs move It this 
decision were to fructify into a sustained 
campaign (o displace the hard-won gams ol 
the non-brahmin movement and marginalise 
the counter hegemonic work of the self 
respecters Penyar knew that the work of 
several years would come to nought He was 
scorntui and sharply critical at the reasons 
that were oltcred indelenceot theimposition 
of Hindi 

Rajagopalachaiiar and his cohoits tell us 
that if wc weie lo learn Hindi we would 
beabletoiendlulsiram sRamayana that 
wc could cisily learn Sanskrit read ihe 
Hindu Scriptures It seems we must learn 
Hindi lor spiiitual reasons lor oui 
salvation Nowhere is it said that our 
worldly uses will be served by Hindi 
f Anaimuthu 1974 6SI] 

This scorn and anger however did not blind 
him to the essential political intent behind 
Ihe Congress mo\e In lact his repeated 
insistence on (he suitability ot the Tamil 
language to its speakers lifestyles their 
conditions ot existence and to the social 
egalitarianism hi desired, was an index ot 
his political will and desire to make Tamil 
the badge ol a new national identity 
The anti Hindi igitations served to 
constitute Tamil is the market ot a new 
polilical spin! one that was sustained by a 
creed ot social lusticc and animated by a 
cultural desireio picserve and render durable 
a sense ot histoncal diftciencc For the 
self respecters this dilfcrcncc was less a 
matter of culiur il glory than of ideological 
worth For lamil enthusiasts ot various 
persuasions the sell respecters philosophy 
ot language and society was less important 
than their political will and determination 
lo resist Hindi For the thousands ol men 
and women who eagerly joined the 
campaigns against Hindi Tamil sell respect 
and their lulurc prospects tor liberation were 
at stake For all concerned with the struggle 
nciihcr caste nor class distinctions mattered 
since the imagined community ol free sell 
respecting dravidians made possible for the 
moment of the struggle at least a hon/on il 
comradeship 

Annie Besani had been haunted by a 
vision ot a polity and society guided by 
and responsi \110 the benevolently despotic 
intentions ol a i lass that had retained its 
exclusivity and ruled by its power over 
language, ritual custom and culture Now 
that vision was iranstormcd into its 
dialectical opposite is men and women 
came togeihei to claim a rule that would 
split knowledge from power and 
democratise it that would unite rather than 


divide people <m the basis of language, a 
rule that would flow from mutuality and 
self respect and not Irom a finely timbered 
brain 

Notes 

1 See for instance Justice Sadasiva Iyer s highly 
inlcfcsting disquisition on Ihe changed' face 
of chalurvama New India July T 16 1916 

2 The famil litcrali many of whom were arch 
Satviles and ardent scholars ol Ihe language 
may be cited os examples 

T N Siibramanion points out in his The Brahmin 
in Ihe Tamil Couniry (Ennes Publications, 
Madurai 1989) The idenlification of 
Brahmin with Sanskrit a non-regional 
language lost him the sympathy of regional 
inlertsts the situation was to cost him 
dearly when regional expressions became 
sharp and politically effective in the twentieth 
century The occasional but brilliant 
contribution made by Brahmin scholars to 
Tamil thought did not however save the 
brahmin per se from the consequences of 
ixilusivt proprietary mtetesi in Sansknt, 
particularly ihc sacred texts ip 147) 

4 For an cxh.sustivc account of missionary 
scholarship pul to popular use sec Sarojini 
Paikiimulhu Viviliyamum Tainirhuro, 
Ourukulam Lutheran Theological College and 
Research Institute and APATS (India) 1990 
1 O Kandasainy Chclty a former Justice 
public isl and a radical reformer wrote bitterly 
of that party in 1922 that it hod allowed its 
social rclonn agenda lo gather dust as it 
consolidated us power in office (see New 
India September 21 1922) 

6 It IS import ml to keep in mind that Ihc categones 
IJravidnn and Tamil were often lonsideied 
inltrchingeabk Fven though some Telugu 
Juslicilcs subsenbed at tunes to Ihe notion of 
an overarching dra\ idi in identity it was 
common knowledge that dravidian almost 
always meant Tamil 

References 

Anaiinulhu Vt (ed) (1974) Penyar E Ve Ra 
Sinihanaiital Sinihanaiyalai Kazhagam, 
Tiruthy 

Octlhu VandS V R.ijadurai (1991) Dalits 
and Non Bnhmin Consi lousncss in Colonial 
I nniil Nadu T t tmamu andPolilic al Weekly 
No 19 

Knshnan P(1984) Tamizfi NiHilnaltal Tamizh 
Mo^hi Jamizh Inam famizh Nadu 
lllonlhamizhat Pathippagam Madras 
N iidu Varadarajulu T (1991) The Juslice 
hhiyenwHl Section II Drasidar Kazhagam 
Madras 

Pillay Sund iram (198S) Some Mileslonei in Ihe 
Hiiliiry iij Tamil hleralure or Ihe A^e 
Tirujiuu aSamhaiidu Pioneer Books Madras 
Rajadumi SV (forthcoming) Hindi Samskniam 
Bhoralain Hindu Hindi India Mamvasagar 
Palhtppagam Madras 

Silambaraiiar Sami (1919) Tamnhar lulaivur 
Penyar Suyamonyaihai Prachari Veliyeedu 
Sivathamby K(I9KK) limiizhdlUakiytiVarularu 
NCBH Madras 

Viswanathan F Sa(l981) ThePohmaKareer 
oj E VRanuoamy Nan kei Ravi and V isanlh 
ftiblishcrs 


Economic wd Politteal WedUy July IS, I99S 


1773 



Deutsche Bank AG 

(Incorporated In Gennany with Limited Liabiiity) 


IZl 


BALANCE SHEETOF INDIAN BRANCHES AS 
AT3IST MARCH 1995 


(Rs. in thousands) 


PROFIT AND LOSS ACCOUNT OF 
INDIAN BRANCHES FOR THE YEAR 
ENDED 31ST MARCH 1995 


Schedule 

As on 

31 03 95 

As on 
3103.94 

CAPITALANDLIABILITIES 



Capital 

1 

2,000 

2,000 

Reserves and Surplus 

2 

1,671,535 

1,227,165 

Deposits 

3 

11,194,836 

7,174,958 

Borrowings 

4 

363,927 

318,562 

Other Liabilities and 
Provisions 

5 

2,275,007 

1,607,240 

TOTAL 


15,507,305 

10,329,925 

ASSETS 




Cash and balances with 
Reserve Bank of India 

6 

797,777 

457.6.54 

Balances with bunks and 
money at call and 
short notice 

7 

140,447 

269,861 

Investments 

8 

3,7.53,589 

3,823,291 

Advances 

9 

9,329,033 

4,825,705 

Fixed Assets 

10 

797.903 

274.036 

, Other Assets 

II 

688,556 

679,378 

TOTAL 


15,507,305 

10,329.925 

Contingent Liabilities 

12 

146,532,642 

29,758,244 

Bills forCollections 


1,762,826 

829.748 



I. INCOME 

Interest earned 13 

Other income 14 

TOTAL 

II. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

III. PROFIT 

Net Profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

Transfer to Capital 
Reserve 

Transfer to head office 
accounts 

Balance curried over to 
Balance .Sheet 

Notes forming part of accounts 17 
TOTAL 


(Rs. in thousands) 


Year ended 
31 03 95 


23,263 

2,419 

172,691 

90,581 


Year ended 
'31.03 94 


1,531,749 1,199,311 

325,967 199,556 

1,857,716 1,398.867 


818,962 485,688 

485,183 282,619 

437.308 414,696 

1,741,453 1,183,003 


116,263 215,864 

172.691 1,738 

288,9.54 217,602 


43,173 

1,738 

172,691 


288,954 217,602 


As per report of even date 
ForP.C. HAN.SOTIA&CO. 
Chartered Accountants 

Sd/- 

RAVI VAZIRANI 
Partner 


Bombay: 30th June, 1995 


For Deutsche Bank A.G. 

Indian Branches 
.Sd/- 

HARKIRAT SINGH 
Chief Executive Officer—India 


Sd/- 

LALIT MAKHUA 
Controller—India 
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Deutsche Bank AG 

(Incorporated in Germany with Limited Liability) 



SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31 ST MARCH 199S 


(Rs in thousands) 

(Rs in thousands) 


As on 

As on 


As on 

As on 


11 0195 

11 0194 


31 0195 

1103 94 

Schedule 1—Capital 



Schedule 4—Borrowings 



(A) Pace value of securities 



1 Borrowings in India 



deposited with the Reserve 



(i) Reserve Bank of India 

295,100 

250,000 

Bank of India under sub 



(ii) Other banks 

751 

2,771 

section (2) of Section 11 of the 



(ill) Other Institutions and 



Banking Regulation Act 1949 

111,600 

61W)0 

agencies 

- 

- 



— 

II Borrowings outside India 

68,076 

65,791 

(B) Amount brought into India 




- 

-—- 

by way of stari-up capital 

2,(X)0 

2 000 

TOTAL 

161,927 

318,562 

TOTAJ 

2,000 

2(H)0 

III Secured borrowings 






included in 1 and II above 

- 

— 

Schedule 2—Reserves 






and Surplus 






I Statutory Reserves 



Schedules—Other Liabilities 



(Reserve under 



and Provisions 



Sec ll(2)(b)(ii)o( 



1 Bills Payable 

187,921 

340.527 

Banking Regulation 



II Inter-ufficeadjustments 



Act. 1949) 



(a) in India (net) 

1,464 

- 

(i) Opening Balance 

96.767 

51,594 

(b) outside India (net) 

1,769,018 

1,036,193 

(ii) Additions during the year 

23,263 

43 1/3 

III interest accrued 

115,270 

114,334 


120,030 

96 767 

IV Others (including provisions) 

179,314 

116,186 

II Capital Reserves 



TOTAL 

2,275,007 

1,607,240 

(i) Opening Balance 

54 

54 


- 

— 

(ii) Additions during the year 

2,419 


Schedule 6—Cash and 




2 473 

54 

Balances with Reserve 




1 


Bank of India 



111 Revenue and Other Reserves 



I Cash in hand 

6,205 

5,227 

Head office Reserve (See note 2) 



II Balances with Reserve 



(i) Opening Balance 

957,651 

694,408 

Bank of India 



(ii) Additions during the year 

500,798 

261,245 

In Current Account 

791,572 

452,427 


1,458,451 

957,651 

TOTAL 

797,777 

457.654 

rv Balance of Profit 

90,581 

172,691 


" • 




__ 

Schedule 7—Balances with Banks 



TOTAL 

1,671,535 

1,227,165 

and Money at Can and Short Notice 






I In India 






(i) Balances with banks in India 






In Current Accounts 

117,834 

237,453 

Schedule 3 — Deposits 



(ii) Money at call and short 



A 1 Demand Deposits 



notice 



(i) From Banks 

214.195 

48,168 

With banks 



(it) From Others 

2,0%,025 

1.186,074 




II Savings Bank Deposits 

180,350 

210,588 

TOTAL 

117,834 

237,453 

III Term Deposits 
(i) Prom Banks 

3,689,364 

2,135,048 

11 Outside India 



(ii) FromOthers 

4.814,9(K 

3,595,080 

In Current Accounts 

22,613 

32,408 

TOTAL 

11,194,836 

7.174,958 


22,613 

32,408 

B. Deposits ofbranches in India 

11.194.836 

7,174.958 

TOTAL 

140447 

269,861 
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Deutsche Bank AG L 

(Incorporated in Germany with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET 


(Rs in thousands) 




(Rs in thousands) 



Schedule 8—Investments 

I. Investments in India 

(i) Government Secunbes 
00 Other approved secunbes 


(Market value 
TRS. 3,397.758 
(31st March 1994 
TRS. 1,659,370)) 


(Ui) Shares 

(iv) Debentures and Bonds 

(v) Investments in associated 
company 

(vi) Others 
Comiheicial paper 

TOTAL 


Schedule 9—Advances 

A. (i) Bills purchased and 
discounted 

(ii) Cash credits, overdrafts 
and loans repayable on 
demand 

(iii) Term loans 

TOTAL 


Ai on 

As on 

31 03 95 

31 03 94 

3,251,099 

1,655,067 

9,870 

1,042 

3,260,969 

1,656,109 


361 361 

400,201 177,360 


89,058 1,986,461 

3.753,589 3,823,291 


1,402,746 779,659 


5,822,054 3,383,640 

2,104,233 662,406 

9,329,033 4,825,705 


B. (i) Secured by tangible assets* 6,424,581 3,191,332 

(ii) Covered by Bank/ 

Government guarantees 288,781 214,139 

(iii) Unsecured 2,615,671 1,420,234 


C I. Advances in India 

(i) Prionty Sector 

(ii) Public Sector 
(ill) Banks 

(iv) Others 


9,329,033 4,825,705 

2,990,500 1,851,786 

6,338,533 2,973,919 
9,329,033 4,825,705 



Schedule 10—Fixed Assets 

I Premises 

(i) At cost as at 31st March* 

(ii) Addibons durmg the year** 
(ill) Deductions dunng the year 
(iv) Depreciabon to date 

II Other Fixed Assets 

(i) At cost as at 31 St March+ 

(ii) Addibons during the year4^ V 

(iii) Deducbon$ during the year 

(iv) Depreciabon to date 


TOTAL 

Schedule 11—Other Assets 
I. Interest accrued 
n. Tax paid in advance/tax 
deducted at source 

III Stabonery and stamps 

IV Others 

V Inter branch 

(a) in India (net) 

(b) outside India (net) 

TOTAL 

Schedule 12—Contingent 
Lhdiilltks 

I. Liability on account of 
outstan^ng forward 
exchange contracts 
U. Guarantees given on behalf 
of consbtuents 

(a) In India 

(b) Outside India 

III. Acceptances, endorsements 
and other obligabons 
rv Other items for whidi die 
bank is contingently liable 

(a) Capital commibnent for 
conbacts pending execution 

(b) Others 


-14,519 
' 685.87i 

124,789 
100,240| 
-22.041' 
-90,957 

11’2.031 

797,903 

194,497 

208,195 

5M 

285,270 


688,556 


123,428 

92,189 

-6,240 

209.377 

75,212 

51,314 

-1,738 

-60,129 

64,659 

274,036 

111,708 

207,362 

15 

299.381 

60,912 

679.378 


126,971,579 18,689,053 


4,422,927 3,789,704 

1,374,406 558,131 

11,805,602 6,171,280 


14,980 

1,943,148 


17,528 

532,548 


TOTAL 


146,532.642 29,758,244 


•bdudes loans 3UMach 1995TRS. 390^499 (3Ist March 1994 
TRS. Nil) in respect of which secunty is pending creabon 


* Includes capiul woik in progress TRS. 176,022 (31st March 
1994 TRS. 83,833) 

** Includes capita) woric in progress TRS. 100,007 (3Ist March 
1994 TRS. 92,189) 

* Includes capital work in progress TRS. 18,642 (31st March 
1994 TRS. Nil) 

** Includes camtal wotk in progress TRS. 5493 (31st March 
1994 TRS. 18M2) 
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Deutsche Bank AG \lA 

(Incorporated in Germany with Limited Liability) 


SCHEDULES FORMING PART OF THEFROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED 3IST MARCH 1995 


(Rs m thousands) 

(Rs in thousands) 

i 

Year Ended 

Year Ended 


Year Ended 

Year Ended 


31 03 95 

3103 94 


31 03 95 

31 03 94 

Scheduk 13—Interest Earned 



Schedule 15—Interest 






Expended 



1 Interesl/discounton 



I Interest on deposits 

461,973 

321,129 

advances/bills 

897,144 

724,604 

II Interest on Reserve Bank of 



II Income on investments 

624,005 

437,816 

India/inter-bank borrowings 

336,969 

132,723 

Ill Interest on balances 



III Others 

20,020 

31,837 

with Reserve Bank of 






India and other inter-bank 



TOTAL 

818.%2 

485,689 

funds 

8,333 

33,778 




rv Others 

2,267 

3,113 

Schedule 16—Other Operating 



TOTAL 

1,531,749 

1.199,311 

I Payments to and provisions 





— 

for employees 

103,08( 

58,520 




11 Rent, taxes and hghting 

37,570 

19,955 




III Pnnting and stationery 

8,487 

4,689 

Schedule 14—Other Income 



IV Advertisement and publicity 

2,830 

5,616 




V Depreciabon on bank's prop^ 

55,401 

26,342 

I Commission, exchange 



VI Directors' fees, allowances 



and brokerage 

195,868 

85,087 

and expenses 

371 

274 

II Net profit (net loss) on sale 



VII Audttws'feesandcxpenses 



of investments 

-9,719 

5 006 

(mcludingbranch auditors' 



III Net profit on sale of land. 



fees and expenses) 

296 

160 

buildings and other assets 

' 48 

594 

VIII Lawchar«s 

126 

359 

IV Net profit on exchange 



IX Postages.Telegrams, 



transactions 

138,850 

108,455 

Telephones, etc 

15,227 

12,281 

V Income earned by way of 



X Repairsand maintenance 

28.777 

15,131 

dividends etc from 



XI Insurance 

5,749 

4^71 

subsidiaries, companies. 



XII Othercxpenditure 

227,268 

135,021 

joint ventures set-up 



(Includes 1994-95 TRS 181,907 



abroad/in India 

- 


(1993-94 TRS 85,086) being 



VI Miscellaneous income 

920 

414 

Head Office expenses) 



TOTAL 

325,967 

199,556 

TOTAL 

485 183 

282,619 








Schedule 17: Notes Forming Part of the Accounts for the Year Ended 31st March, 1995 


1 Pnncipa) Accounting Pohciet 
A Accounting Conventions 

These accounts have been prepared according to the histoncal cost convention and in accordance with statutory requirements prescribed 
under the Banking Regulation Au 1949 and practices prevailing tn the country 
B Transactions Involving Foreign Exchange 

1 Foreign currency assets and liabilities are translaied on the Balance Sheet date at the rates notified by FEDAI except balances under Foreign 
Currency Non-Resident Account which are valued at the relevant rates specified by the Reserve Bank ol India 

2 Contingent liabilities oivaccount of outstanding foreign exchange contracts have been reported at the umiracted rales 

3 Profit and Loss on revaluation of outstanding foreign exchange contracts oi> the Balance Sheet date at the fptes notified by FEDAI have been 
included ui the Profit and Loss Account 

C Investments ' 

in accordance with the guidelines issued by the Reserve Bank of India the investments of the Bank are classified into ‘Permanent In vestments" 
- which aie uitended to be held upto the date of maturity and Current Investments” - which are not mtended to be held up to the date of maturity 
and ate generally intended to be traded in Permanent Investments are valued at cost unless cost is more than the face value, in which case the 
premium w amortised over tfie penod remaining for the maiunty of the security Profit (net of iax)on sale or redemption of Permanent Investments 
IS uansferied to Capital Reserve where as loss on sale or redemption of Permanent Investment is chargedto revenue 
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Deutsche Bank AG 

(Incorporated in (rcrmany with Limited Liability) 


0 




In ri'speci ol Curnnr Investment's other than Treasury Bills and Coinmertial Paper the same are valued at cost or market value whichever 
IS lower the dcpicculion il any on revaluation is charjted to revenue In case of inter Change of investments from cuirent to permanent 
pnor authui isation of the 1 >k al Advisory Board is obtained and depreciation, if any, resulting from valuation based on lower of market value 
or cost IS lully provided lor Treasury Bills and C ommeriial Paper are valued al carrying cost 

Ihe matks'l value ol Cuirent Investments is worked out by means of an appiopriatc capitalisation of yield method as recommended by 
the Reserve Bonk ol India 
D Advances 

1 Provision for doubtful advances The Managemen* ics lews ihc advances portfolio each year in addition to peiiodic icviews and^based on 
their judgement sets aside specific provision for dotilHlul advances The provisions made duly consider the ptovisioning norms instnicted by 
Reserve Bank of India The provision lor doubtful advances is made to the satisfaction of the auditors after considenng present value of 
realisable sccuniy held by the Bank in respect of such advances 

2 Advances are staled not ol bills of exchange rediscounted ind specific piovision in respect of dnubttui debts 
E Preintses Furniture and Fixtures etc 

Premises furniture and Tixlures mcludini' vehicles and equipment have been valued al cost less depreciation Depreciation has been provided 
on straight line method al the rates spec ifted by Head Office which are higher than the rates presenbed under Schedule XIV to the Companies 
Act 1956 Lease premium is being amortised over Ihc lease period expected to be extended Depreciation on building is provided from the day 
II IS pul lo use and in case of other ,'isscls pro lata depreciation on additions is provided as per Head Office guidelines in the year it is pul to 
use No depreciation is provided on assets m the year of sale 
F Income Recognition 

I) Interest Income is recognised on acc rual b>isis and in the case of non performing advances the same is recognised on recovery and settlement 
ti) Coinimssion and fees aie treated on .iccnial basis except commission on laitlers of Credit and Guarantees which is accounted as income 

on cash basis 
G Staff Benefits 

Liabilities in respect of retiral benci its to employees are provided lor by payments lo dulv recognised Gratuity Fund Pension Fund and Provident 
fund Ihe amount of payments to the Funds except for Provident Fund are deieimined on the basis of actuanal valuation 
H Net Profit 

The net profit disclosed in Ihe profit and loss account is after 
i) Provision for taxes on income in accordance with suitulory requiremenls 

II) Provision for doubtful advances 

III) Adjustments so as to value trade investments at lower of cost and market value 
iv) Other usual and necessary provisions 

2 Lea.se Premium Ainoiiisation 

The Bank has two premises (including one acquired duniig the year) on land leased from Bombay Municipal Corporation Based on legal opinion 
and correspondence with the State (government regarding the general policy of renewal of such leases, the Management is of the opinion that the 
lease would normally he extended Hence the lease preiiuum of Rs 391 255 375 paid to acquire Ihe lease nghls has been amortised on the ba.sis 
of the lease penod expected lo be extended instead of the residual contiacted lease penod Consequently a sum of Rs 3 913 407 bos been amortised 
during ihe yeai 

3 Head Office Reserve Account 

Head Office Reserve Account represents funds remitted by Head Office and a portion of approved remittable surplus for an earlier year retained 
by the Bank to meet the cost of acquisition of residential and bank premises at Bombay and to meet capital adequacy norms as per Ihe Reserve 
Bank of India s guidelines 

4 Special audit initialed by Reserve Bank of India 

Dunng the year Reserve Bank of India initiated a special audit to verify the transactions of the Bank under the Foreign Currency (Non Resident) 
Account Scheme for the penod 1st April 1990 to 3|st March 1994 The venfication of the transactions of BombayBranch is in progress and 
the report for New Delhi Bianch has t>ccn submilled lo the Management and Reserve Bank of India Pending review by Reserve Bank of India 
liability if any cannot be detemuned 

5 Audit under Section 142 (2A) of the Inrome Tax A'ct 1961 

During the ycu ihe Income fax departmeni iniliated'a special audit under .Section 142 (2A) of the Income Tax Acc 1961 for the financial year 
ended 31 St March I9‘>2 and 31 si March 1993 which has been completed and the report has been submitted to Management and Ihe Income Tax 
Department Pending review of the same by the Income Tax department provision for liabibly, if any, has not been made in the Financial 
Statements for the year 

6 Regrouping 

The previous year’s figures have been rcgrouped/n'arrangcd wherever necessary 


Per our atlachcd rcjiort 

Sd/ 

Sd/ 

For PC HANSGflAAfGMPANY 

H SINGH 

L MAKHIJA 

Chartered Accountants 

Chief Executive Officer—India 

CBnuolter India 

Sd/ 

RAVI VAZIRANI 

Partner 

Bombay 30ih June 1995 
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Deutsche Bank AG 

(Incorporated in Germany with Liability) 



Auditors’ Rqport on the Accounts of the Indian Branches of Deutsche Bank AG 

We have audited the attached Balance Sheet of the Indian Branches of Deutsche Bank AG (Incorporated in Germany with 
limited liability), as at March 31, 1995 and the Profit and Loss Account of the Indian Branches of the Bank for the year 
ended March 31, 1995 annexed hereto 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub¬ 
sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet 
and Profit and Loss Account, together with the notes thereon are not required to be drawn up m accordance with Schedule 
VI of the Companies Act, 1956 The accounts arc therefore, drawn up in conformity with Forms ‘A’ and ‘B’ of the Third 
Schedule of the Banking Regulation Act, 1949 

We report that 

The Bank has two premises (including one acquired during the year) on land leased from Bombay Mumcipal Corporation. 
Based on legal opinion and correspondence with the State Government regarding the general policy of renew^ of such 
leases, the Management is of the opinion that the lease would normally be extended Hence, the lease premium ot 
Rs 391,255,375 paid to acquire the lease rights has been amorused on the basis of the lease penod expected to be extended 
instead of the residual contracted lease period Consequently, a sum of Rs 3,913,407 has been amortised dunng the 
year Had the amount been amortised based on residual contracted lease penod, the charge to the Profit and Loss Account 
for the year would have been Rs 20,470,681 and the profit for the year lower by Rs 16,557,274 

Subject to the above 

1 We have obtained all the information and explanations which in our opinion and the best of our knowledge and belief, 
were necessary for the purpose of audit and have found them to be satisfactory, 

2 the transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches 
of the Bank, 

3 in our opinion, proper books of accounts as required by law have been kept by the Indipn Branches df the Bardc so 
far as appears from our examination of those books, 

4 the Balance Sheet and ftofit and Loss Account dealt with by this report arc in agreement with the books of account; 

5 In our opinion, and to the best of our information and according to the explanations given to us, the accounts read together 
with the notes thereon, give the information required by the Companies Act, 1956, in the manner so required for die 
Banking Companies and on such basis; the Balance Sheet give a true and fair view of the state of affairs of the Indian 
Branches of the Bank as on March 31,1995 and the Profit and Loss Account of the profit of the Indian Branches of 
the Bank for the year ended on that date 


For P. C. HANSOTIA & CO 
Chartered Accountants 
Sd/- 

RAVl VAZIRANl 

Bombay: 30th June, 1995 Partner 
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Income Spreading Mechanisms M 
Common Properly Resource 

Karanila System in Kerala’s Fishery 


John Kurien 
A J Vijayan 

An important feature of imall scale fishing communities in developing countries is community-evolved mechanisms 
to ensure that the resources, livelihood opportunities and revenues from the common property fishery are spread as 
widely as possible in the whole community This article examines the case of an income spreading mechanism which 
has been practised in the coastal encircling net fishery of Kerala for about half a century It shows how a combination 
of inappropi late tec hnohgy choices coming in the wake of free mat ket policies, and a now increas ingly common pattern 
of state patronage of rural producers, often combine to i reate open access conditions in common property resources 
and thus put eminently desirable communitarian systems of sharing and caring undei great strain 


AN important feature of !>mall scale fishing 
communities in developing countries is the 
existence of numerous community evolved 
and community sanctioned mechanisms to 
ensure that the resources, livelihood 
opportunities and revenues from common 
property fishery are spread as widely as 
possible in the whole community These 
take vanous torms and include, to mention 
a few free distnhution ot fish, community 
taxation of earnings, nghts to all willing 
persons to go fishing and spreading oi 
income to an extended contingent ot crew 

These mechanisms ot sharing and caring, 
which have been instituted as an integral part 
of the distnhution ot the returns from the 
common property have otten disappeared 
under the pressures ot mixleinisaiion and the 
wholesale incorporation of these 
communities into the world market Some 
have however withstood these pressures by 
being modified to suit the compulsion ot the 
times 

Platteauand Balandf l989)haveelaborated 
extensively on a variety ot arrangements 
for the sharing of income and the spreading 
ot work Many ot these arrangements also 
form the basis ot traditional, intormal 
social security systems in communities 
which arc united predominantly by family, 
kinship, ethnic or caste ties Platteau and 
Baland also propose a matrix of six 
different combinations ot such income and 
work spreading arrangements based on a 
classiticatory schema which considers 

(a) whether the income and work spreading 
are done ssithtn or hetsceen enter pnscs and 

(b) whethci the costs of the income and work 
spreading are borne by the workers (crew) 
owners, or both Their analysis points out 
that the small scale fishery sector is a 
remarkable case in which all six torms ot 
income sharing thiough work spreading can 
be found, even though some forms arc more 
frequently encountered than others 


In this paper we wish to examine a spec die 
case ot income spreading within a fishing 
enterprise where the cost is borne by the 
crew - constituted ot working owners and 
non owner workers Our case is unique in 
the sense that a significant numberof persons 
have a custom bound claim to income even 
It they do not perform any productive work 
activity on that particular fishing trip It is 
called the karanila system Karanila literally 
means shore status' - a privilege granted to 
anyone who expresses a demonstrable 
interest in associating with a fishing unit by 
being present on shore when the unit is ready 
to set out to sea Except on the very first 
occasion, there is no compulsion tor the 
person to actually go lishing 

This income spreading mechanism has 
been practised in the coastal encircling net 
fishery ot Kerala loronly about haltacentury 
In that sense it can hardly be classified as 
traditional in vintage Consequently it 
exemplilies the contours of a still viable 
income spreading mechanism operating 
within the context of a common propcity 
resource We make an analysis of the 
mechanism’s origin rationale, development 
and threatened existence today This portrays 
how a combination of inappropriate 
technology choices coming in the wake of 
open market policies, and a now increasingly 
common pattern of state patronage of rur^ 
producers whose lives are inextricably linked 
to natural resources [what Dassmann (1988) 
has named ecosystem people’], often 
combine to create open access conditions in 
common property resources and thus put 
communitarian systems ot sharing and 
canng, though eminently desirable, under 
great strain 

We begin with a brief description of the 
development of tishcrics in Kerala - one of 
the lorcmost maritime states in India Kerala 
IS noted for the fact that its coastal waters 
arc the most productive in the Indian 


Exclusive Economic Zone (EEZ) Kerala 
also became famous when it was selected 
to host the world’s first internationally aided 
development project - the Indo Norwegian 
Fisheries Community Development Project 
This IS lollowcd by a description ot the 
canoe and ring seine fishery called the 
‘thanguvallam or ‘thanguvala’ fishery in 
the local parlance We dbsenbe the technique 
and the evolution ot production relations 
within these fishing units so as to provide 
the material and social background to the 
karanila system The working of the karanila 
system is then examined The attempt is to 
describe its modus operandi and understand 
Its rationale and evaluate its relative menls 
and demerits in the context of work and 
labour organisatfon Fhe role that this income 
spreading mechanism plays in the context 
of an overcapitalised, low income lishery, 
in which tishermcn have no alternative 
employment prospects is examined Finally, 
we make an assessment of the role that the 
karanila system has played in sustaining the 
small scale fishery sector of Kerala's 
fishenes We also assess its usefulness and 
incaning in the process of creating a new 
fishery management regime 

DEVbLopMEhn (x Kerala’s Fisheries 

Kerala, situated in the south-western comer 
of India and with a population density of 
660 persons per square kilometre, is one of 
the most densely populated states in the 
country It is estimate that the population 
density of its fishing villages is about three 
times the state average Kerala accounts for 
only about 10 per cent of the country’s 
6,000 km coastline but is the home of over 
a quarter of India’s half a million active 
marine fishermen The •coastal marine 
waters ot the stale (up to a depth of 50 m) 
arc almost equal to its land area - H.OOO 
sq km Consequently there are about 10 
active fishermen lor every single sq km of 
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avenge of due* tor « tq: 

This high density of Hshcnncn in Kerala 
IS to an extent compensated by the fact that 
Kerala also has the most productive coastal 
waters in the country since it is blessed with 
a highly productive upwelling system The 
average fishery potential ol this inshore sea 
IS 30 tonnes per sq km while the all-India 
average is only 13 tonnes The estimated 
maximum sustainable yield (MSY) of 
Kerala s inshore sea is about 400,000tonncs 
This resource is composed of numerous fish 
species each aliaining varying si/es at 
maturity and available in relatively small 
stock sizes-a standard characteristics of 
tropical waters I he three major economic 
species are oil sardines mackerels and 
penaeid prawns which together account tor 
over 50 per cent of the MSY 
Until the 1960s lishing in Kerala was 
almost entirely dominated by the non 
mechanised, traditional country cralt - 
katiumarams plank and dugoul canoes - 
using a variety ol tackle and gear These 
traditional technologies had evolved ovei 
the centuries to suit the specific ecological 
context of the seas as well as the distinct 
characteristic of the various fish species 
Most ol these fishing gear were passive in 
nature and ecologically benign With the 
coming of nylon nets and better marketing 
infrastructure the artisanal fishermen started 
harvesting moic lish leading to a steady 
increase in fish haivcsis all through the 
1960s By 1970 the marine fish landings by 
them using traditional fishing cralt reached 
the MSY level The overall picture in Kerala 
fisheries was one ol abundant fish av ailability 
in the inshore waters easily accessible to the 
large number ol artisanal fishermen There 
seemed very little scope for significant 
improvements in their cralt and gear so as 
to me rease the catches The common property 
nature ol the fishery was also not posed with 
any majorthreats The technological barners 
such as the need to have fishery specific 
skills, and social barriers like artisanal fishing 
being the occupation of a lower social caste, 
prevented free entry of capital and labour 
from outside the traditional fishing 
communities into the fishery 
The government had been making 
attempts to 'modernise the fishing industry 
with the introduction of mechanised boats 
The Indo-Norwcgian Fishei ics Community 
Development Project (INP) had as early as 
)9S3 introduced mechanised gill pet boats 
without much success This failure was 
followed by the introduction of small trawlers 
using bottom trawl nets The introduction 
of this new technology coincided with the 
fast expanding market for prawns in 
developed countries Thus, the coastal waters 
off Kerala, which contain one of the world's 
nchest penaeid prawn resources, became a 
main motivator ol the state’s fishery 
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The efforts of the state to provide 
mechanised boats to artisanal fishermen 
between 1960 and 1969 failed About 1,200 
trawlers distributed through co-operatives 
went into the hands of middlemen and 
outsiders The monopoly of the skill-spccific 
and caste-bound nature of traditional fishing 
began to give way to strung commercial 
sector The coastal wa.irs and the lish in it 
which the traditional fishing communities 
considered their own hentageand community 
property was converted into an open access 
resource Bv 1980 Kerala had over 3,000 
trawlers and mote than 30,000 traditional 
craft competing lor space and product in the 
coastal waters Mechanised purse-sCtners 
were iniroclucccl in the early 1980s in the 
central maritime districts of Kerala Large 
quantities ol oil sirdinc and mackerel the 
mainstay of iradiiional fishermen began to 
be caught by these purse-sciners As a result 
the productivity as well as the income ol 
traditional fishermen declined sharply 
between 1960 and 1982 [sec Kurien 1992} 

/?tc/w/irci lo iMpuded Dexelopmeni 

This lopsided development in the state s 
fisheries sector forced the traditional 
fishermen to look lor new ways of survival 
Their reaction wi mainly at two levels 
collective action in the form ol unionisation 
and individual technological siiatcgics such 
as motori sal ion of their craft and the adoption 
of a vaiiely ol moic active fishing gear to 
compete with the ti awicrs and purse-sciners 

Initially there were spontaneous clashes 
and conllici in the open sea between 
traditional fishermen on the one side and 
trawlcrs/purse seiner operators on the other 
Soon the traditional fishermen emerged to 
form a militant fishermen agitation 
spereheaded by an independent trade union - 
the Kerala Swaihantra Malsya Thozhilali 
Federation (KSMTl) [see Kunen (1992) lor 
details on the process of building this union] 
From 1981 onwards every year, Kerala 
wintnessed organised struggles ol the 
traditional fishermen The mam demands 
were exclusive tishing zones lor traditional 
fishing crafts total ban of purse-seiners and 
night-trawling and the banning of bottom 
trawling during the monsoon months 
considered the breeding season for many 
fishes 

The militant struggles of the fishermen's 
movement in the state still continue and have 
had many favourable outaiincs too Many 
exfiert committees were set up by the slate 
to look into the issue of overfishing anu 
suggest proper management measures The 
en^tinent of the Kerala Marine Fishing 
Regulation Act (KMFR Act) 1980 
empowered the state to prohibit, restrict and 
regulate fishing so as to conserve the ftsh 
wealth and to protect the interests ol 
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govtimiMMpfoimlgiged many managemett 
measures over this period They included a 
ban on purse-seiners and on trawling at 
night, zonal restrictions for mechanised 
boats, registration and licence for fishing, 
etc But the most unfortunate part is that 
many of these important management 
measures remain largely on paper 

In 1989, the government conceded the 
long-standing demand of banning monsoon 
trawling The enforcement of this ban, though 
for a shorter penod, dunng the last five years 
can be considered the most important fishefy 
management action in the state Howevo'. 
this was also challenged in the court of law. 
and in 1993 the boat owners succeeded in 
getting a verdict in their favour, they were 
allowed to leave the harbour to 'open seas’ 
dunng the ban period in the name of ‘deep 
sea fishing 

Apart from unionisation the other major 
response of the traditional fishermen was 
their adoption of new tcchiKilogies to enhance 
their fishing capabilities The major 
manifestation of this response was the 
motonsalionot traditional craft, which began 
in 1981 This became possible only after the 
liberalisation ol imports that opened the 
market to Japanese outboard engi nes (OBM) 
backed by hard sell marketing strategies In 
a matter of five years these Japanese MNCs 
like Yamaha were able to ensure state 
patronage lor their products As a 
consequence artisanal fishermen were en 
main ‘locked in’ to this new slate of-lhc- 
art propulsion system, ruling out all other 
viable indigenous options for a more self- 
rclimi solution to motorisation 

By 1991 there were a total of 9,914 
motoiised craft in Kerala The share of 
motorised craft in the total maiinc fishing 
landings of the slate increased from 3 per 
cent in 1981 to 37 per cent in 1985 and 
touched 63 jier cent in 1989 Motorisation 
gave the impetus lor using more harvest- 
efticicnl gear designs as well as enhancing 
the size of gear taken by each unit What 
remained of the non-nHitonscd units - mainly 
the 15,000 non-motoriscd kattumarams- 
accounted to a mere 5 jxir cent of the fish 
landings in 1989 harvested by a fifth of the 
active fishermen population 

Moionsation and new gear designs resulted 
in a large increase in the capital investment 
in traditional fishing units Dunng the eight 
years Irom 1981-89 at constant prices there 
was a near 10 fold increase in the average 
capital investment per unit [PCO-SIFFS 
1991] With motorisation, the operating 
costs ol traditional fishing also increased 
phenomenally While examining the costs 
and earnings of different moionsed units of 
the slate, it was found that fuel costs alone 
accounted for between 12 and 52 per cent 
of the value of output depc nding on the type 
of craft gear combination Motorisation had 
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^ eoii^Ndfed tlM^llsiwnn^ to borrow heavily 
' to remain in Tishing. The nei result was a 
high level of indebtedness to middlemen and 
merchants, litis has in turn meant that 
fishermen lost what little effective control 
they originally had on the .sale of their lish. 
If the high depreciation and interest rates m 
the informal credit market were taken into 
consideration, many of the units would hardly 
be economically viable (PCO-SIFTS 1991). 

Kerala faceda situation where the trawlers, 
purse-seiners and the newly motorised craft 
using more efficient gear caught less and 
less fish each year. From a peak of 4,30,000 
tonnes in 1973-75 the fish landings dropped 
to an abysmal 2,94,000 tonnes in 1979-81, 
and in 1985-87, despite motorisation, 
recovered only to 3,37,000 tonnes. At the 
level of the individual units, the relative 
stagnation in the aggregate fish catch led to 
more fishing eftort since fish prices increased 
and partly offset the cost of the enhanced 
elTort for .some time 'fhe negative economic, 
social and ecological consequences of 
overfishing aie many and arc a burden for 
society as a whole. Despite this, the 
commercial sector (trawlers and purse- 
seiners) and the small-scale sector (motorised 
craft) cannot be viewed alike for the purpose 
of effective fisheries management 

In Kerala, where a large contingent ol 
active fishermen exist, the negative social 
consequences ot excessive fishing effort of 
tlie small-scale sector is conipaiatively less 
serious than that of the commercial sector. 
Like in many other cases, in Kerala too the 
social relations of production in the small- 
scale sector are shaped more by non¬ 
economic factors. Profit and accumulation 
are only two goals among many. The 
ownership patterns, division of labour and 
sharing systems assure more distributive 
justice in income and more equal access to 
fi.sh resources. Tins helps them to uphold 
tlic value of the collective good in favour 
of maximising personal gam. Such social 
values arc also linked with and strengthened 
by traditions and customs lluiugh now under 
stress and strain, they still provide a good 
basis for a more just and sustainable fisheries 
management. 

In this context, the karanila system of 
income spreading thanguvallain fishery in 
Kerala has special significance. The role it 
played before the 1980$, belore motorisation 
and the changes that have occuricd ihcrcut ter, 
are the focus of the remaining sections of 
tlic paper. 

THANC.UVMi.AM - RinG-SlINI: FiMIKRy 

The karanila system is most prevalent in 
the canoe and encircling net fishery popular 
in Allcppey and Emakulam - the central 
maritime districts of Kerala state. Before the 
advent of motors, the encircling net was 
called the thanguvala and its cralt the 
thanguvallam. Motorisation permitted 


enhancing the size 
of rings to the top 
it function like a purse-seine and thus 
becoming more harvest elTicicnt. This new 
modified net came to be called a 'ring- 
.seinc' In this section wc describe the 
technical and oi ganisational aspects of this 
ciaft-gear combination in a historical 
perspective lor a licttcr undui standing of the 
social and niati'rial basis of the karanila 
system. 

Fishing Opriiilions 

The ih.inguvallam fishery has a long 
Iradilion and history and has always 
coniiihuted a major share in Kciala's fi.sh 
landings. The thangu vallam is a large wooden 
plank canoe most .suitable lor calm weather 
operations. The thanguvala, an encircling 
net, IS u.scd in this craft as an ctfcclivc gear 
to catch fast-moving, pelagic shoaling fish 
like oil sardines and mackerel Prawns are 
also caught using this net when they move 
up to the surface layers of the sea during 
the pre-mons(M>n months during what is 
called the chakara season The thanguvala 
is a rectangular shape of net when spread out. 
When a moving shoal is spotted, the craft 
IS driven ahead ot it and one of the crew on 
sighting the shoal jumps into the water with 
one end of the net The cralt is then rowed 
quickly around the shoal with the other end 
of the net ,so as to encircle it The lower 
portion of tlic net is then lifted out of the 
water thus enclosing the shoal in it The net 
IS quickly lifted onto the thanguvallam 

This craft and gear combi nation umierwent 
tremendous changes after motorisation. 
While the overall sizes of both the cralt and 
gear increa.sed considerably, the most 
important transformation is in the form oi 
the attaching of nngs to the thanguvala, thus 
creating a sort ol mini-purse seine which 
came to be called Tingvala' or ring-seine. 
The filling of rings made the encircling, 
enclosing, and lifting processes much easier 
and quicker. However, all these net related 
operations continue to be achieved with 
human hands aided by only a pulley to pull 
up the bottom ol the net 

Prior to motorisation, the technique of 
using a thanguvallam and the thanguvala 
existed only in the central maritime districts 
ol Kerala. But alter motorisation and the 
introduction of the ring-seme, the immense 
success in increasing productivity and 
efficiency of lish harvc.sting resulted in this 
technique spicading quickly all over Kerala. 
Conse(|ucnlly a wide variety of traditional 
types of encircling nets and tout semes u.sed 
for harvesting pelagic species were all 
replaced by the ubiquitous ring-.seine. The 
change was not smooth. There were clashes 
between traditional fishermen arguing for 
and against it. In some di.stricts the traditional 
'courts of the sea' banned the ring-seine. 
However such traditional sanctions did not 


1 ‘oa.st of Kerala from Quilon distnet in the 
south to Kasaragod district in the north. A 
traditional fishery niarked by its diversity 
became a mono-gear fishery in less than live 
years. 

The state played an important lolc in the 
dilfusion of this technology by providing 
credit and liberal subsidies to fishermen 
groups who were keen to acquire a motorised 
thanguvallam and ring-seme. By 1991 there 
wercatotal numberof 1.741 ring-seine units 
m Kerala. It is eslimuted that they provided 
employment for about 60,000 fishermen - 
nearly half the active fishermen in the state 
tSIFFS 1992]. 

The present motoiised thanguvallam- 
ringseme arc of varying size both with respect 
to the ciaft as well as the length and depth 
ol the rmg-semc The smaller sued craft 
below 15 metres length use only one motor, 
while those above that use two motors and 
also carry larger riiig-seines. In Alleppey 
district the unit is composed of only one craft 
whereas m Frnakulam an additional carrier 
boat is used In the noi them districts as many 
as four cralt can be involved in the fishing 
operation. The capital investment required 
for a large unit is about Rs 5,00,000. This 
equals the capital investment of an average 
trawler in Kerala. But unlike trawlers, it is 
the gear - the rmg-semc - which accounts 
for about 60 pci cent ot the investment. 

Ownership Pailcrn and Crew Organisation 

About 50 to 60 years ago, the thangu vallam 
units m Allcppey district were owned by a 
landlord class. Men from the traditional 
fishing communities were hired for work 
through a kind of bonded labour system. The 
mnucnceof a peasant uprising m the district 
the 1940s - the Punapra-Vayalarstruggles - 
resulted in land reforms and dispossession 
of the landlords. The greatly influenced the 
ownership pattern of the thanguvallam and 
production relations in the fishery sector. 
Bonded labour in the fishery was abolished 
and the fishermen formed groups which 
collectively owned and worked on the 
thanguvallam units. Group sizes varied from 
4 to 25 and kinship was most often the basis 
of group fonnation. This pattern of ownership 
and group formation continued until the 
advent of motorisation. 

The state came into the picture in the mid- 
1980s offering for the first time a substantial 
amount of financial incentives fortraditional 
fishermen. Such large.s$e was normally linked 
to political patronage and became an 
important basis for group formation to lay 
claim to these loans and subsidies. Kinship 
and clan were no more tHb main basis for 
group formation on these new ITshiiig units. 

A common feature observed in Ernakulani 
district has been that the number of members 
in the ownership group reduces over time 
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membcniortheownershipgroupare working 
nshermen. In the beginning they raise sonte 
money for initial capital. Very often this 
forms only a small portion of the capital 
required and the rest is borrowed from 
merchants and moneylenders. Borrowing 
from (he organised sector like the nationalised 
banks has also been on the increase. 

Prior to motorisation, when the 
thanguvailam was comparatively smaller in 
size, a crew of IS would be enough to 
operate the large thanguvailam. Now a 
minimum of 25 persons is required to operate 
Ilk: l-.rger^nolorised units. A crew of 3S to 
40 can be accommodated on it. For the 
medium type 'choodavala' (anchovies net) 
unit a crew of IS 'o 20 will still do. In areas 
where the carrier boats are used, an additional 
working crew of S to b is needed. 
Motorisation has helped the thanguvallams 
toenhance their area of operation into slightly 
deeper waters. However, despite the use of 
motors for propulsion, the increase in (he 
size of the gear has warranted an increase 
in (he amount of physical labour required 
m each unit. The hauling of the net is still 
being dune physically with bare hands 
Consequently, despite the freedom from 
arduous rowing, and a larger number of 
crew, the fishing operation has become harder 
and more strenuous. Skilled crew arc few. 
They include: an experienced hetmsmw to 
guide the craft and with a good eye to ispot 
shoaling fish; one person in charge of the 
net to relea.se it properly, layer alter layer; 
one person who looks after the rings and nng 
rope to handle them efficiently; and the 
engine operators. 

Most of the thanguvailam units have an 
excellent system of account keeping. An 
accountant/cashier (normally one among the 
ownership group or from that family) is 
entrusted with this job. He uses a diary or 
an account book in which the details of each 
day’s operating cost, quantity and type of 
fish caught, sales proceeds, names of crew, 
etc, are ni^d down. Interestingly, in order 
to cross-dicck there are others too among 
the crew noting down the accounts 
coni i nuously, because balances often carried 
forward and the system of sharing sometimes 
becomes very complex and involved. 

There is a leader for the unit selected from 
among the ownership group. He conducts 
the weekly meetings in which all the crew 
participate. The main function of these 
meetings is to share the net income for the 
week; decide on whether or not to grant 
karanila to the semi-permanent crew who 
availed of leave; settle old balances; and 
discuss other work-re)at«f issues. It is 
important here to distinguish two types of 
sharing - the sharing of fish and the sharing 
of the net income. 

The first charge on the fish which is landed 


consumption needs of ail the wotking crew 
aid those with karanilafshore Straus). Equally 
important arc the legitimate ‘first right’ claims 
on the fish by widows, handicapped members 
of the community, and others, such as the 
barber, who render services in the 
community. Their shares in the form of fish 
are first handed out. Only after (he settlement 
of these claims of consumption, community 
social security and service payments arc 
i’ulfiltod, IS fish put to auction. 

The proceeds from the auction arc rarely 
fully rccei ved on the spot. Usual I y an advance 
IS paid which will be used to pay for (he food 
taken by the crew in the tea stalls and to 
purchase fuel. At the end of a week, once 
the payments are received from the 
merchants, the accounts arc settled at the 
weekly meetings. 

From the total sales proceeds the total 
operating costs - fuel costs, sales com¬ 
mission, cost ot the food expenses of (lie 
crew and the customaiy taxes-are first 
deducted leaving thedi visible income. Forty 
per cent of this divisible income is (he claim 
of the owner group (returns to capital) and 
the remaining 60 per cent is shared among 
the crew (icturns to labour). Prior to 
motorisation the ratio was 30.70. In instances 
when (he divisible income is small (say, 
below R s 2.000), the whole amount is shar^ 
among the crew alone. The crew of course 
always includes the working fishermen of 
the ownership group. The skilled fishermen 
get a greater number of shares. The amount 
apportioned for the crew (i e. 60 per cent 
of the divisible income) is divided into a 
number of shares before it is distributed to 
(he claimants. The total number of shares 
is calculated in the following manner. 
Total number of shares = (working crew 

X 1.5) + [non-working crew x I] + (2 or 

3 extra shares for skilled crew] 
Whatdistinguishcs this system of calculation 
of shares is (hat a significant amount of 
money is paid out to a group of persons who 
have no productive role in that particular 
fishing irip.Tht system of giving a share 
ofthe earnings to the non-working crew who 
stay back on the shore-i e. those with 
karanila - had its origin more than half a 
century ago. Old fishermen explained that 
the origin of this system is closely related 
to (he evolution of the group ownership 
system in (he thanguvailam fishery. 

Karanila System 

The transition from a feudal to a 
communitarian system of owneiship spear¬ 
headed by an ideologically motivated 
politieal struggiethrustamoral responsibility 
on the new class of owner-workers to create 
mechanisms of income spreading. The 
fishery was deemed community property, 
and the wealth from it was intended, for all. 
The rationale of providing fish for 


are rooted iti this context. , 

To understand the logic of the kaniidM 
system we must first comprdKnd the natifMc 
of (he crew formation and crew rotatkMi 
system in the thanguvailam units. The ter^ 
crew rotation' as it exists now in tfa^ 
thanguvailam fishery of Alleppy ati4 
Emakulum districts does not really inqily 
that there is always an excess number of 
fishermen attached to a unit who then take 
turns to fish. 

.Strictly speaking, the ownership group is 
(he only 'permanent' crew attach^ with the 
unit. There is another set of fishermen, who 
have no ownership stake in the unit but who 
in normal circumstances will always be 
attached with that unit. Generally (hey work 
with a particularunit fora minimum period 
of one year and then they may or may not 
opt to continue with it. These fishermen 
can be termed the ‘semi-permanent’ crew. 
There are various influencing factors which 
help a fisherman to choose the fishing unit 
with which he will attach himself. These 
include distinguishing features or 
specialities such as the newness of the craft 
and gear, size of the unit, efficiency of the 
ownership group, their history of succe.ss 
in the fishery, and even its celebrity status 
in the village. 

There is yet another category of fishermen 
normally associated with a thanguvailam 
unit. They constitute a highly mobile group 
(they can even be from outside the fishipg 
community, or migrant fishermen) whose 
number cannot usually be predetermined. 
They can be termed as the ‘temporary’ crew, 
they come and go or change units as and 
when they like. It is (his group of temporary 
standby crew who are granted karanila or 
‘shore-status' 

On any fishing day, the total number of 
fishermen present at the .seashore with the 
unit at the starting time of the fishing trip 
are considered the crew of the units for that 
day. From among (hose present, the required 
number will get into the craft and go fishing. 
The remaining karanila fishermen stay back 
on (he shore . The names of (he working crew 
and the non-working crew (karanila) are 
noted down by the accountant every day. 
There is no rigid pattern in this crew rotation 
system. Normally no one is forced to get 
onto the craft or advised to stay back. 
However, when a new fisherman offers to 
work with (he unit for the first time he must 
join the working crew at sea and prove his 
‘seaworthiness’. This practice precludes the 
possibility of persons unwilling or unable 
to work at sea from exploiting the karanila 
system. 

As indicated earlier the karanila fishermen 
are merely entitled to one share from the 
divisible income allotted to the crew. The 
semi-permanent workers enjoy certain extfs 
benefits and concessions. Th^ are eligibkt^' 
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fot leave of lAisence at tifm of sidch^, 
marriages or deaths in their family, etc. 
During such leave they are considered 
karanila and hence given one share. 
Nowadays even if members from the semi¬ 
permanent crew go for fishworkers trade 
union meetings or to participate in the rallies 
they are also given the karanila share. 
However, such leave of absence will have 
to be ratified or sanctioned by the group 
at their weekly meetings. The semi¬ 
permanent fishermen also get annual 
festival allowances, bonuses and cash 
advances from the owner group. From the 
money kept apart to pay customary taxes 
(about 2 per cent of the net income), after 
paying the contributions to church/lcmple 
trusts, trade union, etc, the balance is 
assessed and shared among the semi¬ 
permanent crew as bonus. The ownership 
group may also give extra money from 
their income to these fishermen. 

Therolcofkaranilarishermcninthefishcry 
gains extra importance in two specific 
situations. When the size of the ownership 
group is small, the permanent and semi¬ 
permanent fishermen together are not 
sufficient to operate a fishing unit. Karanila 
fishermen are crucial to the working of the 
unit in such a circumstance. Alsu, in the 
pelagic fishery, which is the mainstay of the 
thanguvallam units, during the pre-monsoon 
chakara season it becomes necessary and 
indeed lucrative to make more than a single 
trip during the day. In such situations there 
is a need for more than just the right number 
of crew to man a single trip. Having a large 
karanila fishermen group ensures work 
rotation so that each trip-team will get 
sufficient rest and recoup their energy for 
the next trip. 

Consequently .Just as the group ownership 
pattern has come to stay in Alleppy and 
Emakulam district, the karanila system also 
became an integral part of the production 
relations and got wedded to the social 
relations of the fishing communities of the 
area. Karanila has become an unquestioned 
social custom and ail thanguvallam units 
continue to remain open to accept any 
fishermen willing lo do work. 

The fact that karanila fishermen were not 
‘attached’ to any particular unit meant that 
when the fishing season was bad they were 
free to leave the unit and seek better income¬ 
earning opportunities elsewhere. This 
meant that there was no undue ‘social 
pressure' to increase fishing effort during 
the natural lean fishing .season. The karanila 
system consequently provided the basis for 
fuller work opportunities and, more 
importantly, for a spreading of income in 
the community. It ensured a fair degree of 
distributive Justice so long as there was 
community control on the number of fishing 
units in the village and a good, stable 
fishery. 
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mechaiiism. we need toexaiririiie the impact 
of modernisation on its functioning; The 
three most important aspects of the 
modernisation of the thanguvallam 
fishery have been the introduction of 
motors and the ring-seine, and the 
intervention of the state in providing these 
productive as.seis. 


Impact of Moueknisation 

The motorisalion of thanguvallam units 
first took place in Alleppy district in 1981. 
Initially the motorised lhanguvalluiiis 
continued to use thanguvalas. The mere 
increase in the speed of encircling a shoal 
resulted in a boost in the catch rates and the 
total fish landings. In 1985 the first ring- 
fitted lhanguvala was launched. It was a 
resounding success. 

It was during this time that the state 
entered in a big way into extending credit 
and subsidies for purchasing fishing 
craft and gear for t he artisanal ll shing sector. 
Beinga highly politicised action [see Kurien 
(1992) for details] it resulted in a sudden 
spurt in the number of thanguvallam units 
in the area. The ownership groups formed 
to take advantage of the incentives were 
based on criteria other than kinship. One 
cruejal impact of this was that the erstwhile 
community control on the nature and level 
of in vestment in the fishery got substantially 
eroded. 

Between 1985 and 1989 there was an 
unrestrained growth in the number of 


seines. CMsequentljr thefti was 
increase in the numberof fishmmen required 
to man the fishery. This demand for labour 
attracted a larger number of persons from 
various walks of life into the fishery. Though 
they came largely from the traditional fishing 
communities and other communities residing 
near the fishing villages, they also included 
persons who had other .sources of income. 
Even some lower-level goveinment 
functionaries availed of the karanila to earn 
extra money from the initially vibrant and 
expanding fishery. While there was 
resentment to this kind of influx of labour 
availing of the karanila system, their claims 
had lo be honoured so long as«the custom 
was still valid. Soon, however, the excessive 
effort in the same fishing area resulted in 
a drop in the catch rates to below the 1981 
. pre-moionsaiion levels but at a near ten-fold 
increase in the investment (Kurien 1988J. 

One response to this situation of lower 
catch rates of oil sardines and mackerels 
was the inU'oduction of a net called the 
choodavala-a small-mesh ring-fitted 
encircling net to fish for a hitherto 
unexploited stock of anchovies. Initially 
choodavalas were taken on the thanguvallams 
as subsidiary gear. But when the catch of 
anchovies was seen to be large and often 
unprecedented for this area, the gear began 
to gain prominence. 

The fishennen of Alleppy were thus faced 
with a tricky situation in 1989. They wanted 
to get ridof their big motorised thanguvallams 
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answer to this problem was found by 
introducing thdr nng-seines to the northern 
distnets of Kerala where the fishermen were 
also getting large doses of state finances and 
eager to switch to using motors 
Consequently there was a large movement 
of fishery capital from Alleppy and 
Emakulam district - the pioneer regions in 
motonsed thanguvallam-nng-seine fishing 
- to the northern fishery districts of the state 

Between 1989 and 1991 there was a sharp 
decline in the number ol motorised 
ihanguva|laiii-nng-seme units in Alleppy 
and Fmakulam from 200 in 1989 to 93 in 
1991 [SIFFS 19921 This ‘boom and bust’ 
process in the fishery had its impact on the 
karanila system too With half the units 
suddenly leaving the lishery of the area, a 
large number of fishermen were left with no 
employment Some fishermen switched back 
to using smaller nommotonsedfishingunits 
Some others regrouped themselves and 
invested in new motorisedchoodavala units 

Both these adjustments took time In the 
intenm everyone took undue advantage of 
the karanila system and began to attach 
themselves to the remaining thanguvallam 
units During this transition period the 
karanila system faced its severest test During 
this penod, each ot the remaining units were 
faced with a situation of having more karanila 
flshermen than those working at sea on the 
unit Even when the catches were goon the 
average income to the individual crew was 
depressed because ot the claims ot the 
karanila fishermen 

Given the nature of the sharing system in 
the fishery, the mam burden of income 
spreading due to karanila is borne by the 
working crew and not by the owners of the 
unit However, to the extent that most owners 
arc also involved as crew, their total income 
IS also reduced, although their share as owners 
remains unaffected The larger number of 
karanila fishermen therefore in effect reduced 
the income of the working fishermen This 
began to cause social strains between the 
semi-permanent crew and those who availed 
of the karanila 

The response to this situation was to adopt 
new rules for the karanila system One such 
rule, now acepeted by all the units in 
Emakulam, is that if a minimum of 35 
fishermen are not on board the ciaft, no 
fishermen - even if they are part of the 
ownenhip group - who stands on shore can 
claim the karanila share that day Another 
measure has been to abolish the karanila for 
the semi-permanent crew who avail of leave 
of absence There was only one exception 
to this leave taken by such workers when 
they are indisposed due to an accident at sea 
while fishing on that particular unit A further 
measure has been the very recent practice 
ofcooking food on the craft Thismeansthat 
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The practice of treatiitg the food expenses 
on shore - given to the Vuramla fishermen 
as well - as pan of the common expenses 
ot the unit was terminated Despite these 
rigid rules it is reported that there continue 
to be days when the karanila shares number 
as many as 2S 

Karanila System Assessment 

The karanila system was a recent custom 
created mechanism for ensuring an adequate 
supply of labour to the fluctuating needs of 
the fishery and also a system for income 
spreading It the resources of the coastal 
waters were the community's hentage then 
the earnings from it needed to be spread out 
for the benefit of the whole community This 
was the socio economic and cultural 
underpinning of the karanila system One 
strong indicator of the success of the system 
can be gleaned from the fact that compared 
to the other maritime distnets of Kerala, the 
prevalence of Gulf migration in search of 
jobs IS the lowest in these two distnets where 
the karanila system operates [Government 
of Kerala 1987) 

Since the first claim to the fish is for 
consumption of the household of all those 
associated with the fishing unit, it can be 
said that the karanila system has ensured that 
the nuintional status of a larger number of 
persons has been taken into account Another 
contnbution of the karanila system to the 
fishcncs management in Kerala has been its 
contribution to supporting the creation ol a 
powerful fishworkers organisation in the 
state The two districts of Alleppy and 
Emakulam provide the largest trade union 
of artisanal fishworkers - thcKSMFT - with 
Its strongest base Since fishermen attending 
trade union activity were given the karanila 
share they could participate without 
jeopardising their subsistence incomes This 
was a possibility not open to fishermen in 
any other part of Kerala 

The advent of state-sponsored anarchic 
increase in fishing assets, particularly motors 
and more cfl icicnt gear, the consequent gross 
over-investment in the fishery, the ‘boom 
and bust’ phenomenon of a pelagic fishery, 
and the breakdown of community 
institutions, have threatened the karanjla 
system A redeeming feature in this bleak 
scenano is that the elements of community 
homogeneity and interdependence which 
were foster^ by the karanila system are 
still deep-rooted in the social fabnc of the 
fishing villages in these two districts 
Consequently, despite this temporary 
setback it is indeed possible to restore to the 
fishery the principles ol the communitarian 
system of sharing and canng 

Such el torts cannot be unidimensional 
and merely attempt to revive the karanila 
The decline of the features of the karanila 
are only a consequence of the large malaise 
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as a whole must be the focus of attenthm. 

A ptuamount initiative in this effort will be 
to reassert the common property nght to the 
coastal fisheries as being the unalienable 
rights of the active fishermen alone It must 
also be recognised that the anarchic and 
competitive approach to increasing 
investment in a common property resource - 
which can also be perceived as a way of 
spreading work and income between fishing 
units - will only lead to socially undesirable 
levels of capital deployment and energy use 
and most certainly lead to economic and 
biological overfishing 
Both the above call for the revitalisation 
and strengthening of the institutionalised 
communitanan arrangements which existed 
in the artisanal fishing communities Hus 
can only be undertaken with the collective 
will of these communities and the appropnate 
support from a state which is convinced 
about the economic and social rationality of 
such institutions in the management of the 
fishery 

[This article is a revised version of a paper 
presented at the Indo Pacific Fishety Commission 
Symposium on Socio Economic Issues in Coastal 
Fishenes Management held in Bangkok in 
November 1991 ] 
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DISCUSSION 


Total Factor Productivity Growth 
in Indian Industry 

Ravindra H Dhoiakia 
Bakul H Dhoiakia 


IN ^espon^c to our Lommcnt (EPW, 
Deccmbci 31 1994) on the paper by 

Balkrishnan and Pushpangadan (hem elurih 
BP 1994), the authors have sought a less 
clantications on the numbers we have 
estimated using their data (EPW M.irch 4 
1995) In their reply [BP 1995) they have 
also repeated some results already reported 
intheironginal papcr(BP 1994] and claimed 
It to be substantial lurlhcr ssork which 
Strengthens their finding ol no turn around 
during the 1980s in the total factor 
productivity (TFP) growth in the Indian 
registered manufacturing sector Morcoscr, 
they have ignored and tried to minimise ihc 
genuine limitations of the method of double 
deflation by referring to the ideal cnndilions 
which arc hardly ever obtained or arc 
practically non feasible even in Ihc most 
advanced countries Here we would like lo 
provide the necessary clanlications on Ihc 
method and data used by us to estimate the 
TFPG in Ihc Indian Registered Manu 
facturing Sector through the double deflation 
method, and also examine BP s claim (1995) 
of further support lo their findings of no 
tum-around duiing ihc 1980s 
Although BP (1985) have accepted our 
point that the double deflation methexi ol 
getting the real value added critically depends 
on the construction of the price index lor 
the materials, they ‘remain sceptical as lo 
what IS possible under the present situation 
with regard to data avaiiabtlily" We had 
clearly pointed out in our comment that the 
input-mix essentially depends on the output- 
mix and that the output-mix significantly 
differs between the registered and 
unregistered nianulaclunng sectors Sime 
Ihc product-mix in the manufacturing sector 
ts readily available from the Noiionul 
Account f Suuisttct (CSO) lor dit Icrcnl years, 
the effect of the differing product mix on 
the input-mix can be csiimaled by assuming 
that within each product category, the input 
structure remains the same in the registered 
and unregistered manufacturing sectors 
Although this IS an cmpincal assumption, 
the state of data availability especially in the 
unregistered manufaclunng sector in India, 
does not allow its testing On this assumption, 
which happened to be the best possible and 
evidently the most plausible one to make 
under the present situation, we derived the 
break-up of the total input use as given in 
the CSO transactions matrix for 1973-74 


between the registered and unregistered 
manufacturing sectors This method uses the 
available inlormalioti on the differing 
product mix between the registcied and 
unregistered manufacturing sectors which 
BPhavcignored Morcovcr.asSastry(1995) 
has clearly pointed out and ns is actually 
used by Dhoiakia and Dhoiakia (1992) loi 
constructing an inpui-oulput table at regional 
level, enough data exist in the 10 volumes 
of Ihe Annual Suivey of liidusines to get 
the dciailcd input structure by individual 
industry groups in the registered 
manufacturing sector Contrary to what BP 
(I‘>94 and I9‘>5) seem lo be suggesting, it 
IS not Ihc availability of tlie data but the time 
required lo process and use the available 
data which poses the actual constraint The 
point we made m our comment was that any 
halt hearted application of Ihe douhlc- 
dellation method should not be considered 
a conclusive evidence lor or against any 
hypothesis like the turn-around of the 1980s 
We had clearly shown that rermcments in 
the input price indices would lead todiftercnl 
icsults not only quantitatively but also 
qualitatively under the double deflaliuii 
mclhexi 

Tor this pur|X)sc we had made use of the 
same data set as reported in BP (19*74) in 
the case of all variables except the input 
price indices which were estimated using 
dillercnt weights as given in our comment 
(EPW December 31, 1994) Moreover, 
since our purpose was to show the sensitivity 
of the qualitative conclusions about the 
behaviour of Ihe total factor productivitv 
growth to the weights used lo arrive at Ihe 
input pnee index, we used theaverage annual 
compound rale ol growth based on the end- 
|xnnts to illustrate the difference ' On Ihc 
other hand, BP (1995) appear to be highly 
impressed with the economctiic testing 
through what they consider to be the best 
procedure' of filtingascmi-logtrcndequation 
with dummy lor both the slope and Ihe 
intercept liiswellrccogntscdintheliierature 
that this IS not necessarily the best procedure 
(see. for instance, Boyce 1986) It assumes 
not only non-differcniiabilily but also 
discontinuity which makes it difficult to 
interpret This procedure, moreover, assumes 
constancy of the error variance which may 
be questionable Low value of the D-W 
statistics in their ntted regressions also points 
to the possibility of specification error which 


IS further c*onfifmed by ‘eye-balling’ the 
TFP senes in question It clearly suggests 
an S-shaped curve which defies a semi-Iog 
linear trend specification Thus, for 
illusliating a point, if annual compound 
growth rate based on two end-pomis is not 
considered gocxl enough, ihe use of semi- 
log trend rate may also not be Ihc best 
procedure, because with a specification error, 
the estimates become biased and the statistical 
tests earned out by BP become invalid 
Through numerous trials, we found that a 
semi logarithmic cubic function without a 
linear term fits the data betici than most 
other functional forms The following is the 
fitted regression 

Ln (TFP-DD) = 4 40 + 0 00594t’ - 
(92 31) t4 80) 

0 00026t' + c 
(-3 94) 

R-Square = 0 744, D W Slat = 1 71 
F -Value = 23 22, 

c IS error term, brackets arc t-values 
(Note Tins regression is based on the TFP 
(DD)’ senes as reported by BP in their reply, 
EPW. Marih 4. 1995, Table 1 ) 

It IS also interesting to note that the same 
lumtional form with similar results fits the 
data well for the other TFP senes reported 
by BP (1994 and l‘)95)' 

The equation implies that the growth rate 
in total factor productivity in the registered 
manufacturing in India continuously 
increases with time from 1970, reaches a 
maximum and then declines If any arbitrary 
dividing line like i980isdrawn, the average 
growth rates before and after should be 
compared Such a comparison clearly 
provides support to the hypothesis of a higher 
average growth of TFP for Ihe post-1980 
penod as compared to the pre-1980 penod 

The mam point of contention according 
lo us, however, still continues to be the way 
the real value added is calculated particularly 
for estimating the TFP growth As Sastry 
(1995) argues any deflation - single or 
double - m practice involves approximation 
It IS thus a matter of perception coupled with 
affordability in terms of time and resources 
at the disposal of the researcher The whole 
question boils down to a non-random 
measurement error in the dependent vanable 
which cannot be subject^ to the usual 
statistical testing as is attempted by BP (1995) 
because it would involve an unknown bias 
in the estimates The theoretical and 
interpretational considerations in the 
appropriate measurement r^real value added 
have to weigh in the final ^oice to be made 
by the researcher In this context David 
(1962, p 134) has argued that‘To the extent 
that the clanty with which the results can 
be interpreted should be a criterion in 
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iek(^g‘«iy lUlsi^uretucnt 
dilfiniltics inherent in the restidual deflation 
(i c, double deflation) method constitute a 
strong argument in favour of the alici native 
familiar appioach to real national product 
directly from the expenditure side” (italics 
are our addition) After closely examining 
the distinct possibility of obtaining negative 
real value added with double deflation 
method, when the nominal value added is 
positive, David 11962, p 1 *54) comes to the 
conclusion that the elicits ol changes in 
production techniques upon estimates 
dciived by the residual method seriously 
hamper mtcrprctalion ol aggregate and 
particulaily industry CDVA estimates' 
(CDV A = constant dollar value added) Suns 
(1969 p 471) had also recognised this point 
explicitly when he stated ‘double deHation 
IS ms alid m the piescnt e ol technical change 
ol most sorts But il technical change has 
anyfoimotherihanlhispurcly 'saluc added 
auemcnimg loim the double dell iliun 
method breaks down 
HP (IW'ii lailcd to appreciate that the 
numerical illusii iiion provided by us in our 
lommcnttAA’VV Dcccmberll 1994 Tables 
4ancl's)w is lease win re the double deflation 
method w ould break doss n On the i ontiai y 
dies hue quoted Sims (1969) to deicnd 
then position' The most impoilant limitalion 
ol the double dc llalion method according to 
Suns (1969) is that it is based on the 
issiimptionol scpaiabic prcxluciioii lunc on 
belsscen value added and materials which 
111 Him implies a zero substitution betsseen 
the isso Suns (1969) argued that only iindci 
Iho issumption the notion ol real value 
added made iny sense and that the cases in 
which the double dcllalion method would 
bleak down insaiiabi) violated this 
issuinplion However Bruno (1984) whose 
liamcwoik was hugely adopted by BP( 1994) 
loiind this elasiicily ol suhslilulion to be 
signilicanllv dilleieni lioin zero (and 
insignilicantly dil lercnl Irom unity) in several 
ol the developed economies considered in 
his study riiiis the real world situation does 
noi appe ir lo support the sepaiability 
issumption It IS widely icknowledged that 
most types ol technical progiess would not 
satisfy such a strong condition Given these 
well established theoretical as well as 
empirical limiings m the available literature 
on the subject it is just not possible to .igrce 
with BP (1994) aiguineni ih.it in oider lo 
estimate the extent ol tcchnii al piogress, the 
real value .iddcd should be measured through 
the double dellation method, which is iiscll 
rendered invalid in the presence ol the very 
phenomenon 

Bruno (1984) clear!v poinied out the 
mcasuiement bias ol the double dellation 
method indtc.iling that the double dellalcd 
value added would undersialc the growth ol 
real value added (or net output) with 
monotonic changes in the relative m.itcrial 


pric<9s> He furthersfioWM idot thfi Mas vrattiil 
disappear only if ( 1 ) relative material pnees 
are fixed, or ( 11 ) elasticity of substitution 
between materials and value added is zero 
Since these conditions arc not likely to be 
fulfilled in reality, taking some plausible 
values of the parameters involved, he came 
tolhe conclusion that double deflation would 
involve considerable errors in the 
productivity giowth measurements (sec 
Bruno 1984,p26) BP( 1995) tried lo deicnd 
their piosition by again quoting a loolnotc 
Irom Bruno (1984) which states that the bias 
can be eliminated when double dellation 
IS done with a continuously shilling base 
year’ Phis again is practically non feasible 
As an alternative BP (1995) repealed their 
exercise with a i hangc in the base ycai from 
1970-71 to 1980 81 In their reply IBP 1995) 
ihcv again lepoitcd those icsults already 
repotted in their original paper |BP 1994 
I able 7] Such an exercise in now ly icmoves 
or even icduccs the measurement bias 
p.inicularly when the series is prepared not 
by shilling the base yeai but by inclependcnil v 
considering an allcmaiivc base year 
Moreover it is important to note th.U the 
iiic.isurcmcni bias of the double dcHation as 
pointed out by Bruno (1984) assumes 
presence ol no eirois in the price indices lor 
injiuts and outputs On the othci h.ind when 
the input price index is known to be 
containing unknown maiginsol error arising 
not only out ol the inappropriate base pei lod 
weights but also iheir being held constant 
unneccssaiily ovci lime the use of double 
dell iiion wiih such inadequacies does not 
necess.iiily become a more cflii leiit me thod 
ol measuiing the fl P growth Ihc choice 
bet ween singledcll<Uion and doubicdc llalion 
IS essentially the one involving the lessor 
evil It is evident lioni the ibove discussion 
ihailhe claim ol BP( 1994) dial their estimate 
ol TPP growth based on double dellation 
‘makes a distinct improvement over those 
mc.isurcs that hast been provided so lar 
isilcaily ex iggci.iled and unconvincing In 
our opinion then is no conclusive evidence 
lo suggest that the double dell uion method 
icpresenis a belter method (as compiled to 
the single dellation method) ol me.isuiing 
toi.il factor productivity growth in Indian 
inanuhcturine sector duiing the last two 
cicc.idcs 

Notes 

1 II may be noted Iwrc that BP(1904) have used 
factor shall s at ci'iisi.inl pricce wiihoiil my 
luslificalioii when the most acceptable met 
sikIcIv used pijciicc to calculate TFP is to 
use tin I Idol shares al cuiani (irices This 
could be a |X)ssihlc souiic of difiticncc in 
llic'ir calcul.iiions ind ours 

2 Wc hast used hen the 1FP senes .ts c.ilcu 
lated by BP (lOOSt based on the input price 
dcflatoi implied bv Ihe Weights foi Ihc rcg 
islcnd maniifacluiing sector as esliinalcd by 
us because wc feel that 11 nrpn'scnls a holier 


approxiiA<i)on«.tban igponog the data 66^ 
(^uct-nqlx by using Ihe weights based on 
a combination of registered and unregtsieied 
manufacturing sectors for constructing the 
input price index meant for the use only tn 
the registeied manutoclunng sector There is 
hardly any contfoversy here since BP (1995) 
also agree in pnnciple with this 

t These results arc available iioiii Ihc authors 
upon II quest 
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HongkongBank 

MtmhfrHSaCCrvup 



The Hongkong and Shanghai Banking CorpoYation Limited 
(Incorporated in Hong Kong with limited liability) 


Balance Sheet of the Indian Branches as on 31 March 1995 

SCHEDULE 

As on 
913.1995 
(Rs 000) 

As on 
31.3.1994 
(Rs 000) 

CAPITAL AND LIABILITIES 




0 

Capital 


1 

490.000 

375.000 

Re.serves and Surplus 


2 

3,355,069 

2,683,284 

Deposits 


3 

34.006.383 

26.752,545 

Borrowings 


4 

2.893.895 

1,626,435 

Other liabilities and provisions 


5 

3.324,407 

2.607,027 

TOTAL 



43379,754 

33,669391 

ASSETS 





Cash and balances with 

Reserve Bank of India 


6 

7.029.917 

2,274,908 

Balances with banks and 
money at call and short notice 


7 

1.441,644 

888,637 

Investments 


8 

14,162,516 

15,104,732 

Advances 


9 

16.047,919 

10.882,510 

Hxed Assets 


10 

1.779,736 

1.8/6,341 

Other Assets 


11 

3.118.022 

2,642.163 

TOTAL 



43379,754 

33,669391 

Contingent Liabilities 


12 

56.493351 

37,032,170 

Bills for Collection 



2,353,716 

1,373,635 

Notes to Accounts 


17 



Schedules referred to herein form an integral part of the Balance Sheet 


• 

Sd/- 

SP MEDORA 

Partner 

For BHARAT S RAUT & CO. 
Chattered Accountants 

SdJ- Sd/- 

G MONTEIRO JD PULLEN 

Area Financial Controller Chief Executive Officer. India 

•1 

Bombay 22 June 199S 
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Hongkor^Bank 


MnnlKr mac Croup 


The Hongkong and Shanghai Banking Corporation Limited 
(Incorporated in Hong Kong with limited liability) 


INCOMte 

Interest earned 
Other Income 

TOTAL 


Profit and Loss Account of Indian Branches for the 
year ended 31 March 1995 



Year ended 
31.3.1995 
(Rs 000) 


4,013.289 

1,320,925 


5^34,214 



. 3,260,469 
908,071 


4,168,540 


II. EXPENDITURE 

Interest expended 
Operating expen.ses 
Provisions and contingencies 

TOTAL 


2,183,194 

1,293,120 

1,374,335 


4,850,649 


1,983,740 

974,954 

641.329 

3,600,023 


III PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 


483,565 

1,236.415 


1,719,980 


568,517 

765,528 


1334,045 


IV. APPROPRIATIONS 


Transfer to statutory reserves 

96,713 

113,703 

Transfer from capital reserves 

Profit remitted to Head Office during 

(20.134) 

(16.073) 

the year 

0 

0 

Balance carried over to Balance Sheet 

1,643.401 

1,236,415 

TOTAL 

1,719,980 

1334,045 


Notes to Accounts 17 


Schedules referred to herein form an integral part of the Profit and Loss Account. 




Sd/- 

SP MEDORA 
Partner 

For BHARAT S RAUT A CO. 
Chartered Accountants 


Bombay: 22 June 1995 


Sd/- 

G MONTEIJIO 

Area Hnancial Controller 


Sd/- 

JD PULLEN 

Chief Executive Officer, India 
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Hon^oongBank 

kkmhtrmBCCnMtp 


The Hoof^ong and Shanghai Banking Corporatkm Limited 
(Incorporated in Hong Kong with limited habihty) 


Schedules forming part of the Balance Sheet of the 

Indian Branches as on 31 March 1995 


As on 
31J.1995 
(Rs 000) 

As on 
31.3.1994 
(Rs 000) 

SCHEDULE 1 - CAPITAL 



Amount of deposit kept with the 

Reserve Rank of India under Section 11(2) 
of the Banking Regulation Act, 1949 

490,000 

• 

375.000 

TOTAL 



SCHEDULE 2-RESERVES AND SURPLUS 



1. Statutory Reserve 

Opening Balance 

Additions dunng the year 


280 200 
113,703 


490,616 

393,903 

II. Capital Reserve 

Opening Balance 

Additions dunng the year 

Transfer to Profit and Loss Account 
(See Schedule 17 Note 2(e) (in)) 

1,050,408 

188,220 

(20,134) 

1,048,138 

18,343 

(16,073) 

1,218.494 


111. Revenue and other Reserves 

Opening Balance 

D^uctions during the year 

2,558 

0 

7,689 

(5.131) 


2,558 

2358 

IV. Balance in Profit and Loss Account 

1,643,401 

1336,415 

TOTAL 

3,355,069 

2,683384 

SCHEDULE 3 - DEPOSITS 



A. L Demand Deposits 

i) From banks 

II ) From others 

49,544 

8,896,572 

190,946 

5,773,035 


8,946,116 

5363381 

n. Savings Bank Deposits 

5,223380 

4,040339 

HI. Term Deposits 
i) From banks 

II ) From others 

0 

19,836,887 

0 

16,747,725 


19336387 


TOTAL 

34,006383 

26,752345 

B. Deposits of branches in India 

34,006383 

26,752345 
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HongloongBank 

AfrmfcrrHSBCCnNV* 


The Hongkong and Shanghai Banking Corporation Limited 
(Incorporated in Hong Kong with limited liability) 


Schedules forming part of the Balance Sheet of the 

Indian Branches as on 31 March 1995 


As on 

As on 


313.1995 

313.1994 


(Ra 000) 

(Rs 000) 

SCHEDULE 4 - BORROWINGS 



1 Borrowings in India 



i) Reserve Rank of India 

1.610,000 

0 

ii) Other BatiKS 

343,446 

353,391 

III) Other institutions and agencies 

926,100 

918,976 


2379346 

U72367 

11 Borrowings outside India 

14349 


TOTAL 

2393395 

1,626,435 

Secured borrowings included in I and II above 

1,218,928 

749,684 

SCHEDULE 5-OTHER LUBILITIES AND PROVISIONS 



1 Bills payable 

1,195,462 

910,621 

11 Inter-ofTice adjustments Branches in India (net) 

0 

4,243 

III Due to Head Office 

304,050 

184,507 

IV Interest luxtued 

1,258,117 

1,189,615 

V Others (including provisions) 

566,778 

318,041 

TOTAL 

3324307 

2,607,027 

SCHEDULE <-CASH AND BALANCES WITH RESERVE BANK OF INDIA 



I Cash in hand 

92343 

96382 

(including foreign currency notes) 



n Balances with Reserve Bank of India 



i) in Current Account 

6,937,674 

2,178,326 

u) in Other Accounts 

0 

0 


6337374 

2,178326 

TOTAL 

7,029317 

2374308 
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HongktngBank 

Mftnhfr HSBC Cnjup 


The Hongkong and Shanghai Banking Corporation Limited 
(Incorporaled in Hong Kong with limited liability) 


Schedules forming part of the Balance Sheet of the 

Indian Branches as on 31 March 1995 


As on 

As on 


31.3.1995 

31.3.1994 


(Rs 000) 

(Rs 000) 

SCHEDULE 7-BALANCES WITH BANKS AND 


0 

MONEY AT CALL AND SHORT NOTICE 



L In India 



i) Balances with banks in current accounts 

419.438 

505,246 


419,438 

505,246 

ii) Money at call and short notice with hanks 

0 

70,000 


0 

70,000 


419,438 

575346 

11. Outside India 



In Current Accounts 

1,022,206 

313391 

TOTAL 

1,441,644 

888,637 

SCHEDULE 8 -INVESTMENTS (Sec Schedule 17 Note 2(c) and 4) 



I Investments in India in 



i) Government securities 

8,9.51,127 

8,866,428 

ii) Other approved secunties 

973.074 

1,043,750 

III) Shares - fully paid 

22,595 

32,766 

IV) Debentures and Bonds 

2,584,636 

2,375,204 

v) Subsidiaries and/or 



joint ventures - Fully paid 

1 

1 

Partly paid 

500 

500 

VI ) Others 

1,630.583 

2,786,083 

TOTAL 

14,162316 

15,104,732 

SCHEDULE 9 - ADVANCES (See Schedule 17 Note 2(d)) 



A i) Bills purchased and discounted 

2,878,677 

2.398.979 

ii) Cash credits, overdralts and 



loans repayable on demand 

6.999.109 

6,344,504 

111 ) Term loans 

6,170.133 

2,139,027 

TOTAL 

16,047,919 

10382310 

B i) Secured by tangile assets 

12.540,039 

7.334,391 

ii) Covered by Bank/Govemment Guarantees 

991.839 

873.582 

III) Unsecured 

2,516,041 

2.674.537 

TOTAL 

16,047,919 

10382310 

C Advances in India 



i) Priority Sectors (including export finance) 

5.264.005 

4.095.591 

II ) Public Sector 

259 

728,314 

III) Others 

10,783,655 

6.058,605 

TOTAL 

.. --L 

16,047319 

-r- 

10382310 
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HongliDngBank 

MimkerHSaC Croup 


The Honckoag and Shan^iai Banking Corporation Limited 
(Incorporated in Hong Kong with limited liability) 


Schedules forming part of the Balance Sheet of the 

Indian Branches as on 31 March 1995 


As on 
31J.1995 
(Rs 000) 

As on 
313.1994 
(Rs 000) 

SCHEDULE 10-FIXED ASSETS 



1 Preini&«s (including Leasehold) 

Cost ac at 1st April 1994 including revaluation 
or cost taken over under the Scheme of 

Arrangement (See Schedule 17 Note 1) 

1,180,357 

1,101 828 

ADD Additions during the year 

33,222 

78,529 


1,2134!79 

1,180357 

1 bSS Deductions during the year 

0 

0 


1,213,579 

1,180357 

LESS Depreciation to 31 March 1995 
(See Schedule 17 Notes 2(e) (ii) and (iii)) 


■1 

Amount taken over under the Scheme of Arrangement 

Net Additions to date 

(766) 

(61,603) 



(62369) 

(42329) 

TOTAL 

1,151310 

1,138,028 

II. Other Fixed Assets 

(including furniture and fixtures) 



Cost as at 1st Apnl 1994 including cost taken 
over under the Scheme of Arrangement 
(See Schedule 17 Note 3) 

1,075,688 

609,268 

ADD Additions dunng the year 

103,680 

487,160 

LESS Deductions dunng the year 

1,179,368 

(23,560) 

1,096,428 

(20,740) 


1,155308 

1,075388 

LESS Depreciation to 31st March 1995 
(Sec Schedule 17 Note 2(e)(ii)) 



Amount taken over under the Scheme of Arrangement 

Net Additions to date • 

(21,172) 

(506,110) 

(21.172) 

(316,203) 


(527382) 

(337375) 

TOFAL 

628326 

738313 

TOTAL 

SB 

1376341 
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Member Wi9C Gruup 


rhe Hongkong and Shanghai Banking Corporation Limited 
(incorporated in Horn? Kong with limited liability) 


Schedules forming part of the Balance Sheet of the 

Indian Branches as on 31 March 1995 


As on 
31.3.1995 
(Rs 000) 

As on 
31.3.1994 
(Rs 000) 

SCHEDUI Ell - OTHER ASSETS 


• 

1 Inter oHicc adjustments 

Branches in India (net) 

0 

0 

II Due from Head Olhce 

0 

0 

III Interest accrued 

446 567 

530,832 

IV Tax paid in advance/tax deducted at source (net) 

444 416 

96,699 

V Stationciy and stamps 

20 137 

15 158 

VI Items m course ol collection 

1 161 230 

801.030 

VII Others 

(See Schedule 17 Note i) 

1 045,472 

1 198 444 

rOFAl 

3,118,022 

2,642,163 

SCHEDULE 12-CONIlNGHVI LIABIIIIIIS 

(See Schedule 17 Notes 6 and 7) 



I Claims against the bank not acknowledged 

as debts (including indiieci tax mattcis) 

696 322 

1,097 8^6 

n Liability tor partly paid investments 

500 

500 

III Liability on account ot outstanding lorward 
exchange contracts 

39 564 821 

24,009,436 

IV Guarantees given on behalf ot constituents 

a) In India 

b) Outside India 

7.115.199 

871 021 

4.140,859 

520,047 

V Acceptances endorsements and oihci obligations 

7 884 189 

5,681.272 

VI Bills rediscounted 

318.928 

555,877 

VII Othci Items tor which the bank is contingently liable 

42.571 

1,026.343 

TOTAL 

56,493451 

37,032,170 
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HongMigBaidi: 4I> 

MrmhfrHSBCGivir 


The Hongkong and Shan^ud i*»««M«»g CorpMatkm Lindted 
(Incorpwaied in Hong Kong with bmited liabiUty) 


Schedules forming part of the Profit and Loss Account of the 

Indian Branches for the year ended 31 March 1995 



Year ended 

Year ended 



31J.1995 

3U.1994 



(Ra 000) 

(RaOOO) 

SCHEDULE 13 - INTEltEST EARNED 



I 

Interest/discount on advaoces/bills 

1,956,064 

1.669,426 

II 

Income on investments 

1.836,465 

1,366,323 

III 

Interest on balances with Reserve Bank of India 




and other inter bank funds 

162,624 

117,792 

IV 

Others 

58,136 

106,928 


TOTAL 

4,013.289 

3,260^9 

SCHEDULE 14-OTHER INCOME 



I 

Commission, exchange and brokerage 

567,491 

414,399 

II 

Profit on sale of investments (net) 

341,797 

95,275 

III 

Loss on sale of land, buildings and other assets (net) 


(1,477) 

IV 

Profit on exchange transactions (net) 

381,669 

363,272 

V 

Miscellaneous Income 

32,488 

36,602 


TOTAL 

1,320,925 

■em 

SCHEDULE 15- INTEREST EXPENDED 



1 

Interest on deposits 

1,840,997 

1,465,866 

II 

Interest on Reserve Bank of India/inter-bank borrowings 

285,672 

267,917 

III 

Others 

56,525 

249,957 


TOTAL 

2,183,194 


SCHEDULE 16-OPERATING EXPENSES 


■1 

1 

Payments to and provisions for employees 




(See Schedule 17 Note 2(0) 

448,877 


II 

Rent, taxes and hghUng 

47,383 


III 

Printing and stationery 

37,846 

30,460 

IV 

Advertisement and publicity 

57,703 

45,057 

V 

Depreciation on bank’s property 




(See Schedule 17 Note 2(e) (ii) and (in)) 

222,719 

112,206 

VI 

Indian Advisory Committee Members’ fees, 




allowances and expenses 

360 

1,084 

VII 

Auditors’ fees and expenses 

1.100 

7S0 

VIII 

Law Charges 

6,214 

2,482 

IX 

Postage, Telegrams, Telephones etc 

72,547 

64,854 

X 

Repairs and maintenance 

63,017 

51,056 

XI 

Insurance 

24,656 

15,481 

XII 

Head Office Charges 

119,543 

82,634 

XIII 

Other expenditure 

191,153 

183,004 


TOTAL 

1,293,120 

974,954 
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HongkongBank 42^ 

Memitfr HSBC CnnAp 


The Hongkong and Shanghai Banking Corporation Limited 
(Incorporated in Hong Kong with limited liability) 


SCHEDULE 17 


NOTES FORMING PART OF THE HNANCIAL STATEMENTS OF THE INDIAN BRANCHES FOR THE 
YEAR ENDED 31 MARCH 199S 


Jl The tinancial statements for the year ended 
31 March 1995 reflect the results of the Indian 
Branches of The Hongkong and Shanghai 
Banking Corpofation Limited (“the Bank ’), 
which IS incorporated and registered-in Hong 
Kong The Bank's ultimate holding company is 
HSBC Holdings pic, which is incorporated and 
registered in England 

2 Principal Accounting Policies 

(a) General 

The accompanying financial statements are 
prepared on the historical cost basis as 
modified by the revaluation of premises, and In 
accordance with generally accepted accounting 
principles and the statutory provisions and 
practices prevailing within the banking industry 
in India 

(b) Transactions Involving Foreign Exchange 

(i) Assets and liabilities denominated in foreign 
currencies arc translated at the rates of 
exchange prevailing at the year end, except 
for those foreign currency non-resident 
deposits eligible tor conversion with the 
Reserve Bank of India {‘RBI’), which are 
translated at the notional rates applicable to 
these deposits Revenues and expenses are 
translated at the rates prevailing on the 
transaction date 

(it) Outstanding forward foreign exchange 
contracts are revalued at the forward 
exchange rate prevailing at the year end and 
the resultant gain or loss is included in the 
Profit and Loss Account 

(c) Investments 

(i) All investments are classified as "Current 
Investments” and are valued at the lower of 
cost and market value in aggregate by type of 
security 

(ii) Cost represents the acquisition cost adjusted 
by the amortisation of premium or discount 
over the period from the date of purchase to 
the date of matunty 


(ill) Market value is determined in 
accordance with the RBI circular 
DBOD No BP BC 44/21 04 048/95 
dated 15 April 1995 Quoted investments are • 
valued based on market quotations Unquoted 
investments are valued by reference to the 
yield to maturity as prescribed b> the RBI 

(d) Advances 

Advances are stated net of provision for 
doubtful advances and interest in suspense 
Provision for doubtful advances is made in 
respect of identified advances based on a 
penodic review and in line with the 
provisioning guidelines issued by the RBI 
Interest on doubtful advances is credited 
to interest in suspense account and not 
recognised in the Profit and Loss Account until 
received 

(e) Fixed Assets 

(i) Fixed assets are stated at histoncal cost less 
accumulated depreciation, with the 
exception of premises which are stated at 
valuation or cost less accumulated 
depreciation 

(ii) Depreciation is provided on the straight line 
basis at 2% per'annum on Premises and 20% 
per annum on other fixed assets 

(ill) Depreciation on the surplus on revaluation of 
fixed assets is charged to the Profit and Loss 
Account and a corresponding transfer is 
made from the CipiuU Reserve to the Profit 
and Loss Account 

(0 Staff Benefits 

(i) Provision for post-retirement benefits in 
respect of approved pension funds is made 
based on actuarial valuations conducted by a 
qualified actuary 

(ii) Pension payments to staff who retired Qp or 
before 31 December 1980, prior to the 
creation of the approved pension funds, are 
accounted for on a cash basis The annual 
cost of this pension is Rs 3 iiullion. 
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HongkongBank 

MemhermKOaup 

The Hongkong and Shanghai Banking Corporabon Limited 
(Incorporated in Hong Kong with nmited liability) 


(III) Monthly payments made under the 

Voluntary Retirement Scheme introduced in 
1991 are also accounted for on a cash basis 
The liability at 31 March 1995 in respect of 
this scheme is Rs 10 1 million, provision 
for which IS not made in these financial 
statements 

(g) Net Profit 

The net profit disclosed in the Profit 
and Loss Account is after 

(i) provision for any depreciation in the value of 
investments 

(ii) provision for doubttui advances, 

(III) provision for taxation, 

(iv) provision for other unusual and necessary 
expenses, 

(v) charge for head office expenses 

3 Fixed Assets 

(a) The most recent valuation of the freehold 
and long leasehold premises was conducted 
by independent professional valuers in 
November 1992 and the results of the 
revaluation were included in the Balance 
Sheet at 31 March 1993 

(b) Certain premises acquired under a Scheme 
of Arrangement are held in the name of 
Hongkong Bank (Agency) Private Limited 
a wholly owned subsidiary, for the benefit 
of the Bank Accordingly, these premises 
have been treated as assets of the Bank in 
these financial statements 

4 Investments 

Investments include securities of Rs 23,850,000 
which have not beea transferred to the Bank's 
name The Bank has filed an affidavit with 
the Custodian under the Special Court 
Ordinance, 1992 and awaits the Court’s ruling 
In the opinion of management, these securities 
will be transferred into the Bank’s name 
thereafter 


5 Other Assets 

The Bank holds a valid Banker’s Receipt 
for 110,760 Canstock Units of face value 
Rs 100/-each which have not been physically 
delivered by the counterparty pending 
settlement of an unresolved issue, included 
under contingent liabilities, in respect of 
securities transactions with the same 
counterparty The units were redeemed 
during the year and the proceeds due on 
redemption are included in Other Assets 
pending settlement of the dispute In the 
previous year the asset was included in 
Investments 

6 Secuntics Transactions 

There are certain secunties transactions 
currently in dispute with the Bank 
involvitig an aggregate sum (including interest) 
of Rs 331 3 million (Previous year - 
Rs 1,030 million) which are not acknowledged 
a'> debts by the Bank In addition, the 
consequential taxation implications of the above 
transactions remain unclear The Bank intends to 
defend itself against these claims vigorously On 
the basis of information and advice currently 
available, management does not anticipate any 
matenal loss to the Bank Provisions and 
contingencies includes payments totalling 
Rs 524 million in respect of prior years’ 
securities transactions 

7 Taxation 

Tax liabilities in respect of Mercantile Bank 
Limited taken over by the Indian Branches 
are pending final outcome of the tax 
assessments/appeals filed by the Bank/Tax 
authorities relating to the assessment years 
1967-68 to 1983-84 and those in respect of 
the Bank for assessment years 1984-85 to 

1991- 92 The amount of liability is not 
ascertainable In respect of assessment year 

1992- 93 there is a Contingent Liability of 
approximately Rs 293 million which is presently 
in appeal 

I Previous year’s figures have been regrouped and 
reclassified as far as practicable and wherever 
necessary 


BeomoBc amd Ppliiicai faly.15. 199S 
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Auditors* Report on the Financial Statements of the Indian Branches of The 
Hongkong and Shanghai Banking Corporation Limited under Section 30 of the 

Banking Regulation Act, 1949 


We have audited the Balance Sheet of the Indian Branches of The Hongkong and Shanghai 
Banking Corporation Limited (incorporated in Hong Kong with limited liability) (“the ^ank”) 
at 31 March 1995 and the related Profit and Loss Account for the year then ended. We have 
obtained all the information and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our audit and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read 
with the provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of 
Section 227 of the Companies Act, 1956, the financial statements are not required to be, and 
are not drawn up. in accordance with Schedule VI of the Companies Act, 1956. The financial 
statements are therefore drawn up in conformity with Forms A and B (revised) of the Thijf' 
Schedule to the Banking Regulation Act, 1949. 

In respect of the matters mentioned in notes 4 and 6 to the financial statements, we are 
unable to form an opinion 06 their outcome and consequently their effect, if any, on the 
results of the Bank for the year. 

In our opinion, subject to the effect of the adjustments, if any, that might have become 
necessary had the outcome of the matters referred to in the previous paragraph been known, 
the financial statements give a true and fair view of the state of affairs of the Bank at 
31 March 1995 and of its profit for the year then ended. 

We further report that; 

(a) the financial statements are in agreement with the books of account and give the information 
required by the Companies Act, 1956, in the manner so required for banking companies; 

(b) the Bank has maintained proper books of account as required by law insofar as appears from 
our examination of those books: 

(c) the returns received from the branches of the Bank have been found adequate for the purposes 
of our audit: 

(d) the transactions which have come to our notice have been within the powers of the Bank. 


For Bharat S Raut & Co. 
Chartered Accountants 
Sd/- 

Bombay; 22 June 1995 Sammy P Medpra 

Partner 
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Hongkong Bank (Agency) Private Limited 

Balance Sheet as ht 31 March 1995 
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281 
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TOTAL 
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■ 

■ai 

TOTAL 



SO 


Notes on Accounts as per Schedule attached form an integral part of the Balance Sheet 
This IS the Balance Sheet refened to in our report of even date 


KH VACHHA 

J P SAMANT 

1 D PULLEN 

R CHOPRA 

0 MONTEIRO 

Psitner 

Secretaiy 

Director 

Director 

Director 


Bor and on behalf of 
PRICE WATERHOUSE 
Chartered Accountants 


Bombay 22 June 199$ 
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HongkongEtarik 
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Profit and Loss Account for the year ended 31 March 1995 


Ra (Mts) 


RidMOt) 
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Rs (OOOa) 
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rrusleeship 
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40 
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Income 
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23 

Electncity 

23 
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16 

Stationery 

15 


36 

Management 

18 


16 
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IS 
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- 
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1 
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1 

Withdrawal 

- 
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8 

To Legal Expenaes (net) 
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10 
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IS 







Other Servtcei 
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2 

Out of pocket expense* 

3 

23 





1 

To Charges General 


1 





21 

To Profit earned down 
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535 



291 

S35 
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21 

By profit brought down 


5 

57 

To Balance earned to 


62 


By balance brought 




Balance Sheet 



36 

forward from last account 


57 

S7 



62 

57 



62 


Notes on Accounts as per Schedule attached form an integral part of the Profit and Loss Account. 

This is the fVofit and Loss Account referred to m our report of even date, 

KH VACHHA J P SAMANT J D PULi^N R CHOPRA G MONTEIRO 

Partner Secretary Oireclor Director Director 


For and on behalf of 

PRICE WATERHOUSE 

Chartered Accountants 

Bombay: 22 iune 199.5 

SCHEDULE OF NOTES ON ACCOUNTS 

Signiricant Accounting Policy - Fee income is accounted on an 
accrual basts 

2. No provision has been made in these accounts for income tax for 
the year as also for the earlier years as the income of this 
Company belongs lo The Hongkong and .Shanghai Banking 
Corporation Limited, the holding company, as per the .Scheme of 
arrangement approved by the Bombay High Court whereby the 
contractual obligation under the agreement dated 14 May 1929 
with Mercantile Bank Limned has vested in The Hongkong and 
Shanghai Banking Corporation Limited 

3 Conungent Liability in irspeei ol lasaiion matters Rs I04.U00 
(previous year Rs ItM.noO) 

4 Other addinonal information pursuant to ihe provisions of Ihe 
paragraphs 3. 4C and 4D of Pan II ol Schedule VI of the 


FOR THE YEAR ENDED 31 MARCH 1995 

Companies Act. I9.S6 has not been furnished as there are no 
particulars lo be given 

Trusteeship fees include Rs .30,(XX) (previous year Rs 30.(XX)) in 
respect of companies where trust deeds are yet to be executed 
Earnings in foreign exchange - Fees Rs Nil (previous year 
Rs 10.162) 

The Company is in Ihe process of tunning down the Trusteeship 
business as it is not remunerative The Secunties and Exchange 
Board ol India (SEBI) has permitted the Company lo continue with 
the existing Debenture Trusteeships until matuiily, though the 
Company has not been registered as a Debenture Trustee under the 
SEBI regulations The Company has decided not lo accept any new 
Debenture Trusteeships as directed by SEBI 
Previous years figures have been regrouped wherever necessary. 


KH VACHHA 

J P .SAMANT 

J D PULLEN 

R CHOPRA 

G MONlUlRO 

Partner 

For and on behalf of 
PRICE WATERHOUSE 
Chartered AccounianLv 

Secretary 

Director 

Director 

Director 


Bombay 22 June 1995 
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Mrmhtr H&9C 


AUDITORS’ REPORT TO THE MEMBERS OF 
HONGKONG BANK (AGENCY) PRIVATE LIMITED 


1. We report that we have audited the Balance Sheet of 
Hongkong Bank (Agency) Private Limited u at March 
31 1995 and the relative IVofit and Lota Account for 
the year ended on that date, both of which we have 
signed under reference to this report. 

2. In our opinion and to th^ best of our information and 
according to the explanations given to us, the Balance 
Sheet and the Profit and Loss Account together with 
the notes thereon, give in the prescribed manner, the 
information required by the Companies Act. 1956 and 
alto give respectively, a true and fair view of the state 
of the Company’s affairs as at March 31 1995 and its 
profit for the year ended on that date. 

3. We have obtained all the information and explanations 
which to the best of our knowledge and belief, were 
necessary for our audit In our opinion, proper books of 
account have been kqit as required by law so far as 
appears from our examination of the books and the 
abovementioned accounts are in agreement therewith. 

4. The Company it engaged in the business of supplying 
and rendering services. Accordingly, as required by the 
Manufacturing and Other Companies (Auditor's Report) 
Orxier 1988 dated September 7 1988 and issued by the 
Central Oovemment and on the basis of such checks as 
we considered appropriate and according to the 
information and explanations given to us, we further 
report that: 

i. The Company hat not taken any loans secured or 
unsecured from companies, firms or othn- parties 
listed in the register maintained under section 301 
of the Companies Act. 1956 and/or from the 
companies under the same management at defined 
under sub-section (IB) of section 370 of the 
Companies Act. 1956. 

11. The Company hat not granted any loans secured 
or unaecined, to companies, firrtu or other parties 
listed in the register maintained under section 301 
and/br to companies under the same management 
as defined under sub-section (IB) of section 370 
of the CkMnpanies Ack 1956. 

iii. The Cootpany has not granted any loans or 
advaocep la the nature of loans. 

iv. The Company has nm accepted any deposiu from 
the public. 

V. In our opinion, there is a system of internal 
control commensurate with the size of the 
Company and the nature of its business. 


vi. The paid-up capital of the Company at the 
commencement of the financial year did not exceed 
Rs 25 lacs or the average annual turnover for a 
period of three consecutive financial years 
immediately preceding the financial year did not 
exceed Rs 2 crores and as such we are not 
commenting on its internal audit system. 

vii. On the last day of the financial year, there was no 
amount outstanding in respect of undisputed 
inermie tax, wealth tax, sides lax. customs duty and 
excise duty which were due for more than six 
months from the date they became payable. 

viii. During the course of our examination of the 
books of account carried out in accordance with 
the generally accepted auditing practices we have 
not come across any personal expenses which 
have been charged to Profit and Loss Account, 
nor have we been informed of such case by the 
management. 

ix. The Company is not a sick industrial company 
within the meaning of clause (O) of Section 3(1) of 
The Sick Industrial Companies (Special ftovisions) 
Act, 1985. 

X. We have not reported on the matters contained in 
paragraph 4A(i) to (vi), (x) to (xii), (xiv), (xvi) to 
Uvii) in respect of fixed asseu records and 
physical verification of fixed assets, revaluation of 
fixed assets, physical verification and valuation of 
inventories, internal control procedures relating to 
purchase and sale of goods, purchases and sales 
made in pursuance of contracts or arrangementy 
entered in the register maintained under section 301 
of the Companies Act, 1956, unserviceable or 
damaged storm and raw materials or finished 
goods, records for sale and disposal of realisable by 
products and scrap, cost recortb and provident fimd 
and employees state insurance dues respectively as 
they are not applicable to the Company in respect 
of the financial year under aud». 

xi. In view of the nature of services rendered by the 
Company, the matters specified in items (ii) to 
(iv) under paragraph 4(B) of the Order to the 
extent they relate to receipu, issues, consumption 
of materials and stores, allocation between 
materials and manhours consumed, stores and 
labour authorisation at proper levels are also not 
applicable. 


KH VACHHA 
Paitner 

For and on behalf of 
VMCE WATERHOUSE 
Chaiterad Aocounianty 

Bombay: 22 June 1995 
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The British Bank of the Middle East 

(Incorporated In England by Royal Charter 1889) 



BALANCE SHEET OF THE INDIAN BRANCHES AS ON 31 MARCH 1995 


As on As on 

313.1995 313.1994 

SCHEDULE (Rs 000) (Rs 000) 


CAPITAL AND LIABILITIES 


Capital 

1 

127,300 

97,500 

Reserves and Surplus 

2 

643,031 

415,278 

Deposits 

3 

7,368,893 

7,022,791 

Borrowings 

4 

731,733 

821,408 

Other liabilities and provisions 

5 

736,849 

734,548 

TOTAL. 


9,700310 

8394,025 


ASSETS 

Cash and balances with 


Reserve Bank of India 


1,454,851 

1,878,957 

Balances with banks and money 
at call and short notice 

7 

1,029,119 

110,967 

Investments 

8 

4,097,082 

4,763,693 

Advances 

9 

2,533,365 

1,630,801 

Fixed assets 

10 

81,554 

89,435 

Other assets 

11 

504,539 

520,172 

TOTAL- 


9,700310 

8394,025 

Contingent liabilities 

12 

2,439,553 

1,648,903 

Bills for collection 


327,354 

235,134 

Notes to Accounts 

17 



Schedules referred to herein form an integral part of the Balance Sheet. 



SP Medora 

MK Soni 

JAJ Hunt 


Partner 

Finance Manager 

Manager and 



For Bhar^ S Raut & Co Chief Executive Officer, India 

Chartered Accountants 


Bombay 14 June. 1993 
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The British Bank of ttie Middle East 

(Incorporated in England by Royal Charter 1889) 


PROFIT & LOSS ACCOUNT OF THE INDIAN BRANCHES FOR THE YEAR ENDED 31 MARCH 1995 




Schedules referred to herein form an integral part of the Profit and Loss Account. 


SP Medora 
Partner 

For Bharat S Raut & Co. 
Chartered Accountants 


MK Soni 
Finance Manager 


JAJ Hunt 
Manager and *• 

Chief Executive Officer, India 


Bombay: 14 June, 1995 


aild Pt^tical JiipeUy July 15. 1995 
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The British Bank of the Middle East 

(Incorporated in England by Royal Charter 1889) 

Schedules forming part of the Balance Sheet of the Indian Branches as on 31 March 1995 


As on As on 

31.3.1995 31J.1994 

(Rs 000) (Rs 000) 


SCHEDULE 1 - CAPI1AL 



Amount of deposit kept with the 

Reserve Bank of India under Section 11(2) 
of the Banking Regulation Act, 1949 

127,500 

9 

97,500 

TOTAL 

127400 

97400 

SCHEDULE 2 - RESERVES AND SURPLUS 



I. Statutory Reserve 

Opening Balance 

Additions dunng the year 

93,800 

45,551 

67,140 

26,660 


139451 

93400 

n. Capital Reserve 

Opening balance 

Transfer to Profit and Loss Account 
(See Schedule 17 Note 2(eXiii) ) 

43,942 

(894) 

44,672 

(730) 

43,048 

43,942 

Ul. Balance in Profit and Loat Account 

460,632 

277,536 

TOTAL 

643,031 

415478 

SCHEDULE 3 - DEPOSITS 



A. L Demand Deposits 

i) From Banks 

ii) From others 

47,775 

255,803 

15,335 

398,027 


303478 

413462 

IL Savings Bank Deposits 

340,876 

285,057 

01. Term Deposits from others 

6.924,441 

6,324,372 

TOTAL 

7468,895 

7,022,791 

B. Deposits of branches in India 

7,568,895 

7,022,791 
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The Britidi Bunk of tlM hBddle East 

(Incorpond^ In Engliiid by Riqrd Cbttrter 1S89) 



Schedules fomiiig part oi the Bahwce Sheet et dw Indian Branches as on 31 MarA 1395 


As im As on 

313.1995 313.1994 

(Rs 000) (Rs 000) 


SCHEDULE 4 > BORROWINGS 


L Borrowings in India 



i) Reserve Batk of India 
li) Other banks 

iii) Other institutions and agencies 

724,384 

3,906 

810,296 

9,590 


730390 

819386 

EL Borrowings outside India 

1,443 

1322 

TOTAL: 

731,735 

821,408 

Secured borrowings included in I and 11 ^ve 

3,906 

79,590 

SCHEDULE 5-OTHER LIABILITIES AND PROVISIONS 



I. Bills payable 

37,179 

40,950 

II. inter-Office adjustments with Branches in India (net) 

- 

366 

in. Due to Head Office 

(See Schedule 17 Note 6) 

73,183 

66,593 

IV. Interest accrued 

621,321 

348,526 

V. Others (including provisions) 

23,166 

77,913 

TOTAL: 

756349 

734348 

SCHEDULE 0-CASH AND BALANCES WITH RESERVE BANK OF INDIA 



1. Cash in hand 

(including foreign currency notes) 

4,738 

4,145 

0. Baiancet with Reserve Budc of India 
in Current Account 

1,430,113 

1,874,812 

IpTAL: 

13543S1 

1378357 












The British Bank of the Middle East 

(Incorporated in England by Royai Oiarter 1889) 


Schedules forming part of the Balance Sheet of the Indian Branches as <mi 31. Mardh 1995 


As Ml As on 

31J.1995 31^1994 

(Bs 000) (Rs 000) 


SCHEDULE 7-BALANCES WITH BANKS AND MONEY AT CALL AND 
SHORT NOTICE 

e 

L In India 

i) Balances with banks 
in current account 




H. Outside India 

In Current Accounts 


1.022,356 


TOTAL: 


SCHEDULE 8-INVESTMENTS (See Schedule 17 Note 2(c) ) 
Investments in India in 

i) Government securities 

ii) Other approved securities 

iii) Shares - fully paid 
tv) Ddtentures and Bonds 
v) Others 

- Unit '64 of Unit Trust, of India 

- Certificate of Deposit 

TOTAL: 


108,904 


110,967 
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The British Bank of the Middle East ^ 


(Incorporated in Eoj^laiid by Royal C3wrtcr ISftSl) 

Vi 

W. - 

Schedalcs fonaing part of the Balance Sheet at the Indlea Branches as on 31 March 19Si5^ 


Am on 
31J.199S 
(Ba 000) 

Aaon 
3L3.1994 
(Rs 000) 

SCHEDULE 9-ADVANCES (See Schedule 17 Note 2(d) ) 



A. i) Bills purchased and discounted 
il) Cash credits, overdndls and 
loans iqpayidjle on demand 
iii) Term loims 

385,544 

' 1.904,439 
243,382 

296,713 

801,044 

533,044 

TOTAL: 

2,S333<5 

1438401 

B. i) Secured by tangible asseu 
ii) Coveted by Bank/ 

Government Guarantees 
t iii) Unsecured 

2,190,159 

65,850 

277356 

1,098,618 

36,229 

495.954 

TOTAL: 

23333^5 

1430401 

C Advances in India 



i) I^ority Sectors (including exptHt finance) 
li) Others 

462,489 

2.070,876 

389,084 

1,241,717 

TOTAL: 

23333<5 

1430401 

SCHEDULE 10-FlXED ASSETS 



L Prcmiaes (including Leatebold) 

(See Schedule 17 Note 3) 



At valiusion as on 31 March of the preceding year 

Additions during the year 

57,658 

22 

49,640 

8,018 

Depreaation to date 

57,680 

(4,180) 

57,658 

(2.466) 

O. Other Fixed Aaaeta 

(including furniture and fixtures) 

« 

53300 

55,192 



At cost as on 31 March of the preceding year 

Addidooi during the year 

43,643 

2,772 

17471 

27,169 


46,915 

44.^ 

DeductKMis during the year 

(998) 

Iffh 


46,037 

43.643 

Depraeiation to dtte 

(17,983) 

(9.400) 


28,054 

34443 

^<5rOTAL: 

81454 

89435 





































(Incoiiiorated In Eiigiattd by Royal Charter 1889) 



Schedules forming pari of the Balance Sheet of the IhAan Branches as mi M'March liMMi 


As on As Ml 

31J.199S 313.1994 

<Rs 000) (Ks 000) 


SCHEDULE 11 -OTHER ASSETS 


I. 

Interest accnied • 

I81.28S 

139,892 

n. 

Tax paid in advance/ 




tax deducted at source (n^) 

162,284 

1 

130,698 

HI. 

Stationery and stamps 

882 

1,619 

IV. 

Items in the course of collection 

26,477 

52316 

V. 

Others 

133,61) 

195,747 


TOTAL: 

504439 

. 520472 


SCHEDULE 12-CONTINGENT LIABILITIES 


I. Qaims against the Bank not acknowledged 
as debts (including indirect tax matters) 


H.. 

Liability on account of outstanding 
forward exchange contracts 

1.667,943 

957.592 

HI. 

Guarantees given on behalf pf constituents 
a) In India 

266,442 

342,706 


b) Outside India 

19,179 

4,104 

IV. 

Acceptances, endorsements and 
other obligations 

430,057 

311,739 

V. 

Oher items for which the bank it contingently liable 
a) Disputed Income Tax liidrilities 




pending in appeal 
(See Schedule 17 Note 4) 




i) For Assessment Year 1991-92 

32.762 

32,762 


ii) For Assessment Year 1992-93 

23,170 



TOTAL: 

2439403 

1448493 





Brl^ Bank of ^ JMUddle Eiust 

(Incorporated la Sn^and lijr Charter 1889) 




31 March 199S 


Year ended 
314.1994 
(SaOOO) 


SCBEXMJLE 13-INTEREST EARNED 

l. . Interest/discount on advances/bills 
11. Income on investments 

m. Interest on balances with Reserve Bank of India 
and odier inter-baidc funds 

IV. Others 

TOTAL: 


368.472 

537,028 

150,391 

18,988 


974479 


228,757 

422,389 

146.538 

8415 


805499 


SCHEDULE 14-OTHER INCOME 

I. Commission, exchSt^e and brokerage 

II. Profit on sale ofigvwments (net) 

III. Loss on revaliiatibin of investmenu 

IV. i^fit on excliangi transaaions (net) 

TOTAL: 


SCHEDULE 15 - INTEREST EXPENDED 

I. Interest on deposits 

II. Interest on Reserve Bank of India/ 
inter-bank borrowii^s 

III. Others 

TOTAL: 


SCHEDULE 16-(H>ERATING EXPENSES 

l. Payments to and provisions for employees 
(See Schedule 17 Note 2(f) ) 

II. Rent, taxes and lighting 

m. Printing and sutionery 

IV. Advettisemeta and publicity 

V. Depreciation on bank’s property 
(See Schedule 17 Note 2(e) ) 

VI. Indian. Advisory Board Members fees, 
allowances and expenses 

VII. Auditors’ fees and expenses 
Vin. Law Charges 

IX. Posuge, Telegfams, Telejdtones, etc. 

X. Repairs and maintenance 

XI. Insurance 

Xn. Head Office' Charges 
1011. Other expenditure 


24,774 

75,483 

(949) 

23,939 


123447 


20,761 

7,192 

21.397 


49450 


TOTAL: 





















The British Bank of the Middle East 

(Incorporated In England by Royal Qiarter 1889) 



SCHEDULE 17 


NOTES FORMING PART OF THE FINANCIAL 
STATEMFNTS FOR THE YEAR ENDED 
31 MARCH 1995 


I. The financial statements for the year ended 
31 March I99S reflect the results of the Indian 
Branches of The British Bank of the Middle East 
(“the Bank”), which is incorporated and registered 
in England. The Bank's ultimate holding company 
is HSBC Holdings pic, which is incorporated and 
registered in England. 

2 Principal Accounting Policies 

(a) General 

The accompanying financial statements are 
prepared on the historical cost basis as 
modified by the revaluation of premises, and in 
accordance with generally accepted accounting 
principles and the statutory provisions and 
practices prevailing within the banking industry 
in India. 

(b) Transactions involving Foreign Exchange 

i) Assets and liabilities denominated in 
foreign currencies are translated at the rates 
of exchange prevailing at the year end, 
except for those foreign currency non¬ 
resident deposits eligible for conversion 
with the Reserve Bank of India ('RBI'), 
which are translated at the notional rates 
applicable to these deposits. Revenues and 
expenses are translated at the rates 
prevailing on the transaction date. 

ii) Outstanding forward foreign exchange 
contracts are revalued at the forward 
exchange rate prevailing at the year end 
and the resultant gain or loss is included In 
the Profit and Loss Account. 

(c) Investments 

i) All investments are classified as “Current ' 
Investments” and are valued at the lower of 
cost and market value in aggregate by type 
of security. 

ii) Cost represents the acquisition cost 
adjusted by the amortisation of premium or 
discount over the period from the date of 
purchase to the date of maturity. 

iii) Market value is determined in accordance 
with RBI circular DBOD No. BP.BC 44/ 
21.04.048/95 dated 15 April 1995. Quoted 
investments are valued based on market 
quotations. Unquoted investments are 


valued by reference to the yield to 
maturity as prescribed by the RBI. 

(d) Advances • 

Advances are stated net of provision for 
doubtful advances and interest in suspense. 
Provision for doubtful advances is made in 
respect of identified advances based on a 
periodic review and after considering the 
provisioning guidelines issued by the RBI. 
Interest on doubtful advances is credited to 
interest in suspense account and not 
recognised in the Profit'and Loss Account 
until received. 

(e) Fixed Assets 

i) Fixe I assets are stated at historical cost 
less accumulated depreciation, with the 
exception of premises which are stated 
at venation or cost less accumulated 
depreciation. 

ii) Depreciation is provided on the straight 
line basis at 2% per annum on premises 
and 20% per annum on other fixed 
assets. 

iii) Depreciation on the surplus on 
revaluation of fixed assets is charged to 
the Profit and Loss Account and a 
corresponding transfer is made from 
Capital Reserve to the Profit and Loss 
Account. 

(0 Staff Benefits 

i) Provision for post-retirement benefits in 
respect of approved pension funds it 
made based on actuarial valuation 
conducted by a qualified actuary. 

ii) Pension payments to staff who retired 
on or before 31 December 1982, prior 
to the creation of the approved pension 
funds, are accounted for on a cash 
basis. The annual cost of this pension is 
Rs. 258,000. 

iii) Monthly payments made under the 
Voluntary Retirement Scheme 
introduci^ in 1992 are also accounted 
for on a cash basis. The liabili^ at 31 
March 1995 in respect of this scheme is 
Rs. 3 million, provision for which is . 
not made in these financial statements. 
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(g) Net Profit 

The profit disclosed in the Profit and 
Loss Account is after 

i) provision for any defneciation in the 
value of investments; 

* it) provision for doubtful advances, 
ill) provision for taxation; 

IV) provision for other unusual and 
necessary expenses; 
v) charge for head office expenses 

3. Fixed Assete 

The most recent valuation of the freehold 
premises was conducted by independent 
professional valuet^ in November 1992 and the 
results of the revaluation wm Included in the 
Balance Sheet as at 31 March 1993 

4 Taxation 

There is a contingent liability for assessment 
years 1991-92 and 1992-93 of approximately 
R$ S6 million which is presently in appeal 


5. Foreign Currency Non Resident Deposit Scheme 
•A’ (FCNR ‘A’) 

During the previous year the RBI conducted an 
inspection of the interest claims on FCNR *A' 
deposit scheme made by the Bank fm prior 
years, wherein it observed operational 
deficiencies in the interest c^culation. 
Subsequently in June 1994 the RBI appointed 
external auditors to audit all FCNR ‘A’ 
traruBctions of the Bank and submit their report. 
No provision in respect of FCNR ‘A* 
transactions is considered necessary by the Bank 
as the Bank does not expect any material 
liability to arise 

6. Due to Head t^ffice 

Due to Head Office includes unremitted head 
office charges relating to prior years of Rs 66 59 
million which is not repatriable as the Bank has 
treated it as part of its Tier I capital 


IbanMide mnJ WAUy Ady 15.1995 

» Vj 





The British Bhnk of the Middle East 

(InconKtrated io England by Royid Charter 1M9) 



AUDITORS’ REPORT ON THE FINANCIAL STATEMENTS OF THE INDIAN BRANCHES OF 
THE BRITISH BANK OF THE MIDDLE EAST UNDER SECTION 30 OF THE BANKING 

REGULATION ACT, 1949. 


We have audited the Balance Sheet of the Indian Branches of The British Bank of the Middle East (incorporated in 
England^y Royal Chatter 1889) ("the Bank") as at 31 March 1995 and the related Profit and Loss Account for the 
year then ended. We have obtained all the information and explanations which, to the best of our knowledge and 
belief, wete necessary for the purposes of our audit and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions of 
sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the 
flnailcial statements are not required to be, and are .not drawn up, in accordance with Schedule VI of the Companies 
Act, 1956. The financial statements are therefore drawn up in conformity with Forms A and B (revised) of the Third 
Schedule to the Banking Regulation Act, 1949. 

In our opinion, the firumcial statements give a true and fair view of the state of affairs of the Bank as at 31 March , 
1995 and of its profits for the year then ended. 

We further report that: 

a) the financial statements are in agreement with the books of account and give the information required by the 
Companies Act, 1956, in the manner so required for banking companies; 

b) the Bank has maintained proper books of account as required by law insofar as appears from our 
examination of those books; 

c) the returns received from the branch of tlw Bank have been found adequate for the purposes of our audit; 

d) the uansactions which have come to our notice have been within the powers of the Bank. 


For Bharat S Raut & Co. 
Chartered Accountants 

SAMMY P MEDORA 

Bombay: 14 June, 1995 Partner 
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WHAT ARE 
FOUR YEARS IN 
A NATION'S 
LIFE? 

A page in history ! 

If these four years bring about a remarkable 
turnaround in economy loosening of shackles 
througn liberalisation and giving more than equal 
status to the underprivileged 

It was 

June 1991 

Falling farm output 
Poor Industnal growth 
Declining exports 
Depleted foreign exchange 
Inability to manage external payments 
Country s gold moitgaged to a foreign bank 
Political uncertainty 
Country on the brink of bankruptcy 
h !• 

June 1995 

• Fconomy opens uo fresh investments flow into many 
sectors power telecom petroleum steel food 
processing 

• Foodgrains production touches 186 million tonnes an 
all time high 

• Revamped Public Distribution System in far flung 
remote and hilly areas introduced inl992 — opr rates 
in 1775 blocks 

• f armeis get more remunerative price lor then produce 
Ferlilieer subsidy continues 

• Exfx>rts reach a new high of Rs 92 338 crore in 1994 
95 — now finance over 9(PAi of imports 

• Economic growth creates more jobs 6 million new lohs 
created every year 

• JRY generates over 5,670 million mandays 

• Employment Assurance Scheme provides jobs to over 
14 million people 

• Wastelands Development Programme to cover 
23 thousand hectares 

• Panchayati Raj Act brought Into force to strengthen 
democracy at the village level 

• Rs 682 crores for welfare of Handloom Weavers 

• Mahila Samriddhi Yojana and Rashtnya Mahila Kosh 
to help women empowerment 



• Telephones to teat h all villages in the country by 1997 

• Satellite Money Order Service started 

• D<x)rdd''shdn network nr>w available to over 726 million 
viewers 

• AIRs regional programmes made avdilabk all over the 
country 

Focus on Welfare of Weaker Sections 

• 279< job reservition for OBCs in Central Government 
and Public Sector Undertakings 

• National Commission for Safai Karamcharis set up 

• National Minorities Development Finance Corporation 
and National Backward C lasses f inanr e ami Development 
Corporatifin set up 

Striving for Peace and Harmony 

• Peace and normalcy restoied in Punjal and Assam 

• Efforts to contain militancv and restore normalcy in 


Jammu and Kashmir c ontinued 



We enter the 5th year with a firm resolve to fulfil 
people's rising aspirations It is only a vibrant nation 
that aspires for things higher 


V Wf' 
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From Green to Gold 

The West Bengal agranan reforms of the late 1970s were clearly grounded 
in an earlier history of peasant struggle To what extent has the 
government’s emphasis on the implementation of sharecroppers’ nghts, 
land redistribution and sweeping local government reform contnbuted to 
agncultural growth and changes in the agranan structure‘s What has been 
the impact of agricultural growth in the two Bengals on the livelihoods 
of poor rural people's 1862 

Water Scarcity and Earthquakes 

lire earthquake affected areas of Marathwada are sutfenng from an acute 
water shortage which is likely to get worse with time But this has less to 
do with changes caused by the earthquake than with distorted policies 
for rehabilitation of the victims and for groundwater use 1826 

For More Than Half the Sky 

ITierc IS no doubt that the Indian women’s movement has changed the 
terms of political discourse in the last two decades Today, however, this 
very change is aftecting it in peculiar ways Debates being activdy 
promoted twist the very premises and values on which the movement has 
been based with terms like empowerment, choice, reproductive freedom, 
spiritual autonomy, etc, being widely appropriated by forces mimical to 
the goals ol the movement Can the movement ensure the continued 
existence of fora to mount pressure for intervention m favour of more 
equitable gender relations'^ 1869 


State Care for Children 

While provisions under the 
Juvenile Justice All, 1986 certainly 
provide definite short-term relief 
to needy children there ts undue 
emphasis on custodial care and 
social control Is it possible to 
enlarge the scope of poverty 
alleviation programmes to include 
the care ot needy children 
in a more humane wayf 1833 

Monetarism and 
Globalisation 

A large part of the current fiscal 
malaise stems from monetansi 
policies - in terms of steadily 
raising the rate of inierest to absurd 
levels And since these incomes 
are essentially in the nature of 
rentier incomes, the result has 
been a nse of rentier incomes 
111 the economy _ 1824 

Ecology and Culture 

The current cultural approach 
which has dominated discussions 
on development models inevitably 
romanticises traditional/indigenous 
cultures A fundamental theoretical 
ertw IS the parallel being drawn 
betwtaen ecdogy and culture 1846 


Vietnam and US 

Twenty years after the end of the 
brutal Vietnam war, the country is 
struggling to find its feet, especially 
with regard to its extremely 
complicated, but important 
relationship with the US 1836 

Price too High 

The Kochi backwaters in Kerala 
house a unique ecosystem which is 
today threatened by a development 
project designed to bring, among 
other things, a long sought after 
bridge linking the several isolated 
islands with the mainland _ 1831 

Employment Patterns 

A closer look at the 1981 Census 
data on the employment patterns 
of the tnbal population of Onssa 
reveals interesting features which 
have implications for policy 
formulation _ 1879 

Media and Politics 

Investigative reports appearmg 
in the US media recently revealing 
past atrocities by Amencan allies 
and client sutes are an indication of 
the role of the free press in the 
{xactice of realpnhitk 1838 



LETTERS TO EDITOR. 
New Politics 

AMARESH MISRA s report ‘I units of 
OBC-Dalit PolitKs (June 10) has tried to 
present an objective view ol the BSP-BJP 
alliance Itisironical ihaleveryconiincntator 
on the subject has tailed to admire the kind 
of politics played by BSP leaders like 
Kanshiram and Mayavati T very one seems 
to be Irowmng upon or lamenting that they 
have sought an alliance with the BJP This 
1 $ politics ut unlouchability instead of 
allowing the (ormer chict minister Mulayam 
Singh to play the game ot hoise trading and 
defection, the UP gosernoi has allowed 
Mayavati to lorm the government When the 
BSP considcis every political party as 
'Manuvadi which seems logical why should 
Misra blame the BJP as solely representing 
the oppressors’ Although I do nut admire 
the BJP lor certain acts let us apprcc laic that 
the tuture trend is taking us towards acoalition 
lorm of government as eveiy party has 
disappointed the voteis when they were in 
powci The BJP is likely to be a crucial 
partner 

S K Sharma 

Delhi 

Mahars as Landholders 

• 

THIS IS a late response to the points raised 
by Gopal Guru in his review ‘One 
Dimensional View ot the Dalit Movement’ 
(January 14) I saw the review only recently 
My comments pertain to the points raised 
by Guiu and not to the book by Jayshree 
Gokhale under review 

1 agree with many of the points made by 
Guru with reference to the mahar elite, its 
formation and its role But he has made one 
assertion which 1 think is exaggerated Guru 
states that in the Nagpur region landholdings 
of the mahars are larger than those of the 
upper castes f rom our experience in 
Vidarbha, 1 do not think this is correct It 
IS a tact that mahars in the Nagpur region 
as compared to mahars in other parts ot the 
state, own more land It is also a tact that 
the mahar elite possesses substantial 
landholdings in the region and in particular 
villages mahar families ow n more land than 
the uppcrcastes But on the whole the kunbis 
and tells are the mam landholding castes 
(and in specific areas the pawars, mails 
kirads, etc) They arc the dominant 
agricultural castes in rural Viclaibha 
including the Nagpur region Also even the 
old landed brahmin tamilics have tried to 
retain important portions ol their lands in 
the region 

Another point that is significant in the 
context of Vidarbha is the relation ol the 
daitt elite to the revolutionary movement 
that has developed among the tribals, 
especially the Gonds, in the past one decade 


While the poorer, militant dalits are drawn 
towards the levolutionary movement, the 
dalit political elite is extremely active in 
preventing any collaboration with the tribal 
movement hurther, many senior government 
and policeotticers whoaie mahars are posted 
III this region As an influential section ot 
the mahar elite, they are also involved in 
driving a wedge between the struggling 
tribals and the urban dalit masses, hut this 
may ollcn be out ol a need to preserve their 
jobs, though not in all cases Definitely, the 
unity ol the toiling masses and the growth 
ol a wide democratic consciousness have 
suffered as a result 

Am r \miA Ganohi 


Nagpur 


Pigeon Mail 

I RECEIVED an airmail letter bearing a 
British postmaik dated March 20 199^ on 
May 18 From the official notings on the 
cover It appears that the letter had amved 
at the Calcutta toieign mail otlice not later 
than April 7 The inordinate delay in delivery 
totally vitiated the purpose of the urgent 
communication And for this gieat ‘favour 
the post office charged and realised from 
me a sum ot Rs 15 for some custom check 
This, however, is not a stray case ot postal 
vagary Some time ago my telephone bill 
was delwered to a wrong address I was able 
to make the payment in time only because 
a lady ot that house had kindly telephoned 
me She also told me that she had been 
redirecting my wrongly delivered mail I 
have not, however, so far got any redirected 
mail For months I have not been getting 
FPW copies regularly Not only are the 
copies inordinately delayed but many issues 
do not arrive at all Some time ago the EPW 


office was kind enough to send me in a lot 
10 consecuti ve missing issues by speed post 
Another Bombay-based tnend also sent me 
a lot by courier service At the moment of 
wnting this, on June 8,1 have not got any 
EPW issue after the April 22 number 

For my part, for all my important 
communications I avail myself of either 
speed post or the registered mail service 

The postal services in my area, a newly 
developed township in north-east Calcutta 
(Bidhan Nagar or Salt Lake City) are 
particularly undependable Officially mail is 
delivered twice or thnee a wee? While the 
population ot the area is growing fast, postal 
lacilities - office space and manpower - are 
not Periodically, post offices are deluged 
with undellvcicd mail Foi years, I have 
been periodically making desperate 
complaints to the higher authorities, 
sometimes by telegram Earlier there was 
sometimes some response, followed by some 
improvement In recent times, there is neither 
responsenorimprovement Thisisobviously 
due»io the new policy onenlation at the lop 
level Any relief is beyond the capacity ot 
the local or medium level authorities 
Untrained postmen recruited as casual hands 
on paltry remuneration are put to work, 
leading to c haos and errors Basically all this 
IS due to the diversion of huge resources to 
the telecommunication services catering to 
the privileged few, while starving the 
ordinary postal services catering to the 
common man 

The Lok Sabha speakei in his wisdom 
guillotined the discussion of the postal budget 
and thus denied any opportunity for ventilat¬ 
ing the common people’s grievances - 
assuming of course that there was any MP 
interested in taking up cudgels on their behalf 

Ajit Roy 

Calcutta 


Subscription Rates 
Inland 

(including Nepal and Bhutan) 


Inslilulions 

Six months 

One year 
600 

Two years 
1125 

(in rupees) 
Three years 
1650 

Individuals 

250 

475 

875 

1275 

Concessional Rates 
Teachers/Researchers 


525 


900 

Students 

- 

225 

~ 

- 


Concessional rates are available only in India To avail ot concessional rates, cerufleate from 
relevant institution is essenual 

Remittance by money ordcr/bank draft/postal order requested Please add Rs 14 to outstation 
cheques towards bai^ collection charges 


Foreign (in VS $) 

Air Mail _Suffats Mail_ 



Insbtutions 

Individuals 

Instilutiqos 

Individuals 

PoKistan Bangladesh & Sn Lanka 
USA Canada UK, Europe, 

Japan, New Zealand, 

80 

50 

65 

50 

Australia & Russia 

150 

100 

90 

65 

All other countries 

100 

70 

70 

50 
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Much Ado about Nothing 


T he finance minister’s intolerance of any criticism of the 
economic reform programme and any suggestion that its 
fruits may not have been as wholesome as claimed by him 
and his admirers is well known. So it is not surprising that he 
.should have taken umbrage at the Planning Commission’s 
mid-term appraisal of the Eighth Plan and prevailed upon the 
prime minister to put off the meeting of the full Planning 
Commission called to consider it on the 19th of this month. 
(Apparently this would have been the first such meeting of 
the Commission in nearly two years, which is some indication 
of how little use the government has had for the Planning 
Commission and the Commission’s own failure to carve out 
a worthwhile role for itself in the post-reform context.) 

Unfortunately for the finance minister, the Planning 
Commission’s review of the Eighth Plan has come up at a 
time when he and the economic reform programme are very 
definitely on the defensive. It has come tobe widely accepted, 
most importantly in the ranks of the Congress Party itself, that 
a large part of the blame for the severe reverses the party has 
suffered in the assembly elections in a number of state.s 
belongs to the economic reform policies and the hardships 
and privations they have caused to the large majority of the 
people. In its own tenns too the reform programme has come 
to be discredited for a variety of reasons. Judged by whatever 
criterion - the fiscal deficit as a proportion of GDP, the si/.e 
of the centre’s revenue deficit, the rise in the government’s 
debt and the interest burden thereon - the finance minister’s 
efforts to restore a measure of order to the government’s 
finances, which task was acknowledged to be the cornerstone 
of structural adjustment and economic reform, have, after 
much huffing and puffing, conclusively failed. The situation 
will get even more out of control in the next few months as 
the government sets about doling out large sums of money for 
so-called welfare schemes in a desperate attempt to salvage 
the ruling party’s prospects in the coming elections to the Lok 
Sabha. That the reform progranunc has run out of steam is 
also indicated by the fact that for quite a while now no new 
policy initiatives, including in areas where the government 
has been repeatedly promising them, have been forthcoming. 
Finally, actual developmcntsincrucial sectors of the economy, 
such as power, show that, contrary to the shibboleths of free 
competition, transparency and elimination of rent-seeking, it 
is business as usual more or less, with cosy deals involving 
gigantic projects being struck in total secrecy, giving rise to 
well-grounded suspicion of bribery and corruption. 

Narasimha Rao, however, realises that anything, such as 
the Planning Commis'sion’s mid-term appraisal, which shows 
the economic reform policies in an unfavourable light will 


provide ammunition not only to the opposition parties but to 
his opponents in his own party and the breakaway Congiess(T). 
So he was quite readily persuaded to cancel the scheduled 
Planning Commission meeting and to keep the Commission’s 
appraisal document under wraps. 

Judging by newspq)er reports, the shortcomings in the 
performance of the economy in the first three years of the 
Eighth Plan highlighted by the Planning Commission’s 
review - among them, the unlikelihood of the Plan’s growth 
target of 5.6 pci cent per annum being achieved in the light 
of the actual growth rates so far, large shortfalls in Plan outlay 
at both the central and state levels, slow-down in public 
investment, poor performance of the infrastructure and social 
sectors and danger of a deterioration of the balance of 
payments on account of rapid growth of imports - have ail 
been by and large well known. What is noteworthy, and 
highlights a major weakness of the government’s economic 
reform in terms of its relative one-dimensionality, is that the 
review should have so offended the finance ministry 
particularly. Partly, of course, this has todo with personalities. 
It is no secret that from the time of the constitution of the 
Narasimha Rao government, the deputy chairman of the 
Planning Commission, who was first commerce minister but 
in a recent cabinet reshuffle was persuaded to very reluctantly 
accept the external affairs portfolio, has had his eye on the 
finance nunistcr’s job. As far as the finance minister is 
concerned, therefore, this lends a special edge to any criticism 
of the performance of the economy coming from the Planning 
Commission. But what is moro important is that economic 
reform in India has been from the very beginning so completely 
the finance ministry’s business. The focus of reform, its be- 
all and end-all, has, therefore, been almost exclusively 
matters which fall within the purview of the finance ministry. 
The commerce ministry may have had something to do in the 
easing of import regulations, but even here the lowering of 
import tariffs has beencrucial. The ministries and departments 
of the government supposedly dealing with the real sectors of 
the economy have had virtually no role to play. And most 
conspicuous in its redundancy has been the Planning 
Commission itself Ordinarily the Commission should have 
been the body to have provided vital inputs for the reform 
process in terms of conceptualising the objectives and 
modalities of an effective role for the government in the- 
changed context and working out the structure of regulatory 
bodies to lay down and enforce the basic ground-rule.s for 
economic agents operating in a free market environment. 
Unfortunately, it has never looked as if the Commission ever 
wanted to even begin to move in these directions. As a result, 




ISIS 



It has had no contnbution at all to make 
towards, for instance, defining the terms of 
entry ot foreign investment into a vital 
sector such as power - the lack of definition 
of which IS (.eriain to lost the country dear 
in terms ot gold-plated power projet is on 
the one hand and attrition ol the indigenous 
power equipment industry ,md capabilities 
on the other 

Judged against this colossal tailure the 
Commission’s Lighth Plan review 
recounting some known tacts about the 
recent performani c ol the economy, for all 
the publicity it has received, is ot little 
consequence Before the meeting of the 
Commission lixed lor the 19th was 
cancelled it was repotted that the meeting 
would, apart liom considering the mid 
term appraisal, also discuss issues 
concerning the Planning Commission’s 
future role and its restructuring in the context 
of the economic reforms It says much 
about the quality ol leadership that the 
Commission has had that it should have 
taken it some four ye.us after the institution 
ot the reforms to lealise the need to begin to 
talk ot these matters 

FOREIGN EXCHANGE MARkEl 

Thin End of the Wedge 

1 HE Reserve Bank coinniiticeon the toreign 
exchange market has made lar reaching 
recommendations which, it implemented, 
would make the market an exchange 
dealers’ paradise One at least ol Mhe 
recommendations, which calls for detailed 
examination dexts not even entirely pertain 
to the tenns of reference ol the committee 
This IS the one uiging the setting up ot 
offshore banking units (OBUs) 

Offshore banking opciations m differenl 
parts of the world - the primaiy full scivice 
centres ot the advanced markets ol London, 
New York and Tokyo the secondary 
collection or funding centres of the 
Caribbean, the Asia-Pacific <ind west Asia 
and the brass-plate or tax haven varieties 
which are there in some island economies 
bring out a range ol ob|eclives and 
motivations IME and BIS data show that 
London is bv lar ihc largest international 
banking centre with 4?“) foreign banks and 
total assets of ovci $ 1 inllion Despite the 
loss ol massive Euro ctincncv Hans iclions 
to the London market both ihe US ,ind 
Japan have opposed the setting upol any Hung 
like an inlcmational offshore banking centre 
in their respective territories Even the 
international banking facilities (IBFs) set 
up in New York in 1981 ind ihc Japanese 
offshore market m Tokyo set up in 1986 
have been restnetive in their conception and 
operation even though data on BIS reporting 
banks show that nearly 40 per cent of all 
country assets and liabilities belong lo US 
and Japanese banks Even now the US (which 
IS an aggressive advocate ot globalisation of 
financial mariccts foi the rest ot the world) 
and Japiin refuse to allow full integration ot 
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their offshore and domestic markets for fear 
of the disruption this could cause to their 
domestic tinancial systems 
The debate in Japan over the Tokyo 
offshore market has important lessons for 
us Serious discussion on the subject began 
in Japan when Singapore paved the way for 
the establishment ot the Asian dollar market 
by abolishing the withholding tax on interest 
incomes ol non residents and permuted the 
Bank ol America to operate as Ihe first 
Asian Clearing Unit (ACU) in November 
1968 On a balance of considerations, the 
setting up ot even a restncied centre m 
Tokyo (similar to the OBU concept now 
proposed here) was not favoured on the 
giound that what was true for an entrepot 
trading ceniie like Singapore with piacti- 
cally no naliiral resources and limited 
manutac tui mg ac ti vity did not hold good tor 
Japan Even a limited centre il was felt, 
could be Ihe thin end ot the w edge threatening 
domestic tinancial $tabilit> Financial 
activities by themselves, it was recognised, 
could not contribute much to domestic 
wellarc in l.irge countries It was only much 
latci under US pressure to internationalise 
the yen <uk1 open up the Japanese tinancial 
system, that the Tokyo offshore market 
c,imc to be established in September 1985 
I he Japanese government had then made it 
clear that the model of the I ondon market 
which adopts a unified approach to domestic 
and toreign tiansactions was unacceptable 
to Japan Instead, a system similar lo the 
IBFs ot New York, wi^ an otishorc market 
lr.insacting only torcign-to foreign deals 
was allowed to be established The offshore 
banking activities m New York cuid Tokyo 
wete essentially meanttodivcitapart ot the 
business ot the respective home-country 
multinationals from London and from 
regional ottshorc centres like the Cayman 
Islands and Hong Kong Hence the Tokyo 
and New York offshore financial centres are 
not regarded as international OlC’s even 
though, because ot the massive funds 
owned by the Japanese banks oveiscas, the 
Tokyo ollshore market had attracted some 
$ 574 billion in external assets by the end 
ol 1994 and the New Yoik market some 
$ 246 billion These figures have to be set 
against the foreign currency position of 
banks in the UK of $ 1,094 billion 
As lor the other regional ottshoic centres, 
most of them have come up because of the 
narrow base ot the local economies Th4y 
have prospered because of their location 
near a large i ountry or in regions with large 
foreign exchange surpluses Ihe examples 
are Singapore with South East Asia, Hong 
Kong with Japan and China, Luxembourg 
with Gennany and France and Bahrain in 
the Gulf The paper centres or tax havens 
which providea regulatioii-tree environment 
are a class by themselves They are used by 
corporate bodies and individuals to evade 
taxes and to register corporate entities, 
holding companies, trusts, and funds at low 
cost, free from the scrutiny of the respective 
home authon ties Their importance has been 


Ml the wane, however RegloitaJ fimucial 
centres like the Bahamas and Bahrain have 
also lost their importance after the oil 
surpluses disappeared and the general pro¬ 
cess of liberalisation ot financial markets 
gathered momentum accompanied by vast 
improvements in information and com¬ 
munication technology Other than London, 
New YorkandTokyo, the only majorcentres 
which are thriving - because of their access 
to large surplus funds - are Hong Kong 
(assets worth $ 615 billion in December 
1994). Cayman Islands ($ AM billion) 
Luxembourg ($ 491 billion) and Singapore 
($ 163 billion) 

TTie RBI committee could claim that it has 
recognised that in the case of aa-'ountry like 
India with only an emerging exchange 
market, total financial integration with the 
international market could piovc 
destabilising and (hat it has therefore 
recommended Ihe setting up of only OBUs 
and not a full-fledged offshore banking 
centre But the tact is that the OBUs are 
likely to be no less destabilising, tor it is not 
the physical presence of offshoie banks so 
much as the nature ot the permitted dealings 
which can cause destabilisation A full- 
fledged offshore banking and financi jl centre 
such as Singapore allows physical location 
ol offshore licence banks (Singapoie hosts 
some 200 such) authoiised to transact 
wholesale banking business with non¬ 
residents, It also allows what are called mere 
banking units Singapore’s Asian currency 
units (ACUs), on the other hand like the 
New York and Tokyo oftshoie market 
systems,areot the limited vanety Abanking 
unit IS a hook keeping entity that is allowed 
to carry on banking business with non¬ 
residents by merely keeping separate books 
of accounts and segregating transai lions 
with the country’s residents 

The OBU in the RBI committee’s view, 
IS a low cost option as only minimal 
investment in real estate will be required 
On the other hand, a range of benefits ate 
expected to flow, such as increase in skilled 
employment (both direct and through the 
multiplier effect), training in valuable skills 
and exposure to international banking, wider 
range of services to exporters, importers 
and investors and access to world class 
infiastructure and transfer of the latest 
banking technology on an ongoing basis 
The OBUs will accept deposits and loans 
in foreign currency, they will also issue 
foreign currency certificates of deposits. 
The committee’s scheme also envisages 
acceptance of deposi tsfloans from even such 
residents as are permitted to maintain foreign 
currency accounts, such as export earners' 
foreign currency (EEFC) accounts and 
resident foreign currency (RFC) accounts 
Apart from lending toMion-residents, the 
OBUs will issue guarantees and do other 
bust ness not involving the domestic currency 
and local exposure Taken together wiA 
committee’s recommendation thatexporters 
be allowed to retain their entire export 
earnings in fofeign currency accounts with 
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banks in lotiia. the impUcfttnMis of the 
proposed OBUs for the domestic economy 
are likely to be far-reaching 
Banks, parucularly international banks, 
are naturally very enthusiastic about 
integration ot offshore and onshore opera¬ 
tions, or at least permitting some ‘seepage’ 
between the two, so that the domestic 
segment can use the offshore market as a 
cheap source ot funds to be deployed in the 
mtei-bank market and generally lent to 
domestic borrowers This can, however, 
operate as a significant constraint on 
domestic monetary and financial policies 
and It IS tor this reason that the US and 
Japanese authonties have refused to allow 
lull integration ot the ottshore and domestic 
markets What is more, expenence has shown 
that even in well developed centres, 
separation of the domestic and oftshore 
markets has been ditficult to achieve and 
banks manage to surreptitiously channel 
cheap oftshore funds into the domestic inter 
bank market for instance by transferring 
deposits taken on their ottshore books to 
their branches and transfen ing them back as 
inter bank deposits trceot withholding taxes 
and reserve requirements 

The committee has <\s already noted 
recommended that export earnings should 
be allowed to be kept with offshore Units on 
the argument that this would increase the 
jvailabiht) ol loreigncurrency lunds which 
are Irec ot rcsei'c icquircmeiits so that 
liquidity and pricing of the lunds will be 
relatively in line with international levels 
But for quite some years to come, the Indian 
economy will be short ot domestic saving 
and permitting exporters to keep txpoit 
earnings with the OBUs will advciselv 
affect domestic liquidity and loosen 
monetary contiol The committee has also 
locommended exemption ol intei hank 
boiiowing tioni total demand and time 
liabilities fort RRand SLR purposes Banks 
are also to be allowed to lend invest and 
borrow short tci m lunds up to six months at 
maiket rales in the overseas markets With 
this the domestic financial system is likely 
to be almost totally exposed to international 
exchange market influences and to large 
scale arbitrage operations and the scope for 
an independent monetary policy will be 
adversely affected 

Further the notion that the OBUs 
operations will be low cost is likely to prove 
baseless fhe opportunity cost ot various 
tax concessions and exemptions from 
domestic laws is likely to turn out to be very 
high TheOBUs’ liabilities are to be exempt 
from CRR and SLR requirements, <hey are 
to be charged to income lax at low rates not 
exceeding 10 per cent, no withholding tax is 
to be realised from non-residents and the 
instruments used by the OBUs are to be 
exempt from stamp duty While some 
exposure to sophisticated international 
banking and some skill development may 
take place, the gams will be minuscule 
compared to the costs, especially the 
intangible cost in terms of loss of autonomy 


in the pursut of mdepeaitait dionetary, 
fiscal and other macro-economic policies 
For a large country like India which is yet to 
generate enough domestic saving and 
consequently any worthwhile surplus on the 
current account, such blanket deregulauon 
and integration with the international 
financial markets will have serious 
repercussions m lenns of hindering self- 
sustained and stable growth 
The proposed OBUs will also expose the 
balance sheets ut the parent banking 
companies to the vaganes of international 
banking The OBUs are not to be separate 
corporate bodies with independent capital 
bases fhey may have to ^here to some 
capital adequacy norms, but the legal 
ownership ot the assets and liabilities will 
vest with the parent hank which will have to 
absorb the shocks bad debts, low earnings 
and even large losses - emanating from the 
ottshore unit’s activities 
Finally, the system of supervision tor 
banks and uthei financial intermediaries is 
known tobeveryliagileasitis and permi tting 
cross dealings between otfshore and 
domestic banking units will open up vast 
possibihtiesofarbitraging and nsk exposure 
The conventional prescnptions of capital 
adequacy and exposure norms, accounting 
standards and gap limits will hardly suffice 
as exposures gel magnified when offshore 
and domestic dealings get linked In any 
event, the task ol harnessing the financial 
system to the pursuit of social objectives 
cannot be left to prudential norms and the 
supervisoiy system akne, these have to be 
buttressed by definite policy intervention 
and there cannot be any doubt that the RBI 
committee srccoinmcndations will seriously 
hamper such intervention 

MEDICAL RESt ARC H 

Credibility at Stake 

BEER IS consumed regularly by a tiny 
fraction ot the small proportion of the 
population which can afford such processed 
drinks There aie It beer marufaclunng 
units in the country producing about three 
lakh kilo litres and all of them so far ate 
wholly-owned Indnn enterprises Not so 
tong ago the government approved six NRI 
proposals for setting up units with 100 per 
cent foreign equity In short, beer is neither 
a mass consumption drink, nor is it a major 
manufacturing activity 
And yet the National Institute of Nutntion 
(NIN) has considered it fit to devote precious 
time and resources (in terms of scientific 
personnel and presumably, finance and 
infrastructure) to study the composition of 
brewed beer, with special reference to a 
cancer-causing agent A recent report in a 
technical journal reveals that Indian beer 
contains a very high percentage of thecancer- 
causing agent nitroso dimethyl amine 
(NDMA) While the international norm for 
NDMA IS one pan per bilhon, Indian beer 
contains 3 6 parts per billion Further, beers 
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}>rewed iq ihe soutfMUti p«t of the country 
contain more of du carcinogemc compement 
than odicr beers The two NIN researchers 
have amved at this conclusion after testing 
25 brands using 120 samples 
Quite apart from the nature of the study 
itself, the question that anses here is about 
the choice of research pursued by a national 
institution reportedly strapped for funds to 
such an extent that ongoing research projects 
are being wound up or cut down AIIICMR 
research institutions, of which NIN is one, 
follow a procedure of prioritising research 
before funds arc allocated It is beyond the 
ken of possibility that a research proposal 
for studying the content of beer should have 
been approved as an internally-funded 
pnonty research project, especially when 
central funds for medical research have 
been falling in real terms The only 
conclusion one can draw is that the research 
study was ftiiiJed by outside sources and so 
was given the green signal Clearly, the 
Indian beer industry, the largest unit of 
which IS the Mailya group which runs its 
own research programme, is not likely to 
have sponsored the research 
But even if this were a sponsored project, 
the ICMR (and piesumably other allied 
institutions) has followed, in its early decades 
at least, a policy of reviewing every sponsored 
proposal tor its relevance And for this 
stiuctures such as tlie scientific advisory 
board and its constituents have been pul in 
place If therefore a research proposal has 
got through these review processes then it 
obviously has the blessings ot those who 
control ihe policies and progiammes of the 
research institution This is indeed a come 
down for a research institution which in a 
sense, predates the ICMR and has pioneered 
some of the earliest studies in the area of 
nutrition at a lime when the area itself was 
only |ust being defined iniematiunally Its 
early anaemia studies were path-breaking as 
were those on Indian toods The NIN has 
housed and nurtured some of the best 
scientific talent in the field This is 
notwithstanding the fact that some of its 
later studies have been commented upon as 
having limited perspectives with an 
increasing tendency inwards ‘medicalising’ 
problems and therefore emphasising 
laboratory-based an.'lyses without giving 
ducwieghtagetocxtcmal lactors The beer 
study IS questionable research not only in 
terms ot its relevance but also, it would 
appear, its scientific validity While the 
methods of analysing the matenaJ may not 
be questionable the scientists’ attempt 
to relate the higher incidence of stomach 
canter, as per the Indian cancer registry 
data, in Madras (against the northern parts 
ol the country) to the higher content of 
carcinogen in south Indian beer is a shoddy 
and unethical piece ol research These are 
not only two separate sets of data, gathered 
differently for different purposes, but the 
conclusion mitigates against all pruicipies 
of research on incidence of disease All 
cancers have a number ot causes and 
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motivating reasons; and while there are 
primary reasons for each, the effect does not 
manifest itself in the absence of other factors. 
This IS true also ol stomach cancer. 
Moreover, the researchers have made no 
attempt to separate out beer drinkers among 
those who had stomach cancer. Indeed it is 
surprising that the ethical committee of the 
NIN, if It functions at all, should have 
allowed this sort of research to be published. 
It is such an unscientific and irrational 
research products which mar the credibility 
of institutions whose work has earned 
international respect 

What IS happening m the NIN is nbt 
unfortunately confined to medical re.search 
With the attempts to make the C.S IR industry- 
friendly, there is an even chance that more 
and mote of Indum icscarch will be market- 
oriented in siippoit of pioducers who can 
pay. and scientific meihixls and ethics will 
fall by the wayside. Just as importantly, 
institutions like the NIN in which a great 
deal of public money has been invested will 
be increasingly used for shoddy ‘market’ 
research If this is not to happen, then these 
institutions must strengthen their research 
review processes and revitalise their ethical 
committees on a priority basis. For, it is 
possible to be industiy-onented, even while 
doing good research. But for that there has 
to be a well-grounded research policy with 
well-defined, people-oriented priorities. 

U'lTAR PRAJJESH 

Growing Mandalisation 

GIVEN Its precarious hold over political 
power in UP. it is natural that the B,SP should 
be making strenuous attempts to win ovei 
major segments of the population and widen 
Its .social support base. Now claiming to 
represent ‘sarva samaj’, instead of just 
‘bahujan samaj’, a brahmin has been given 
a berth in Mayawati’s council of ministers. 
And since Mulayam Singh continues to be 
the mam contestant for the social base to 
which the BSP stakes its claim, etforts have 
been concentrated on etoding his inlluence. 
The creation ot a ncwportfolio of minorities 
wellare and the announcement that the 
government lavoiircd 15 percent reservation 
for Muslims arc intended to win over the 
Muslims and score a point over Mulayam 
Singh, 

But Mayawati s dilemma is that her 
government depends on the support of the 
BJP to survive. The BJP is no doubt happy 
to see Mulayam Singh cut to si^e, but it can 
scarcely countenance what it regards as 
■ appeasement of the minorities ’. Fortunately 
for the BSP. the Con.stitution has come to 
its aid - preferential treatment on grounds 
of rcligton is impermissible - and a 
confrontation with the BJP on this issue has 
been avoided, though the BSP has not been 
able to altogether avoid the impression of 
having succumbed to BJPpressure. Muslims 
of UP continue to nurse a sense of betrayal 
by the BSP for having turned to the BJP for 


support to bring down the Mulaym Sin|^ 
government and catapult itself into power. 
A progressive section of Muslims, however, 
has acknowledged that the Mayawati 
government's order declaring 22 sub-castes 
of Muslims as being eligible for the benefits 
of reservation for backward castes is a step 
in the right direction. According to this 
view, the benefits will accrue to genuinely 
backward Muslims whereas the gains of a 
general reservation quotafor Muslims would 
have been cornered by the better-off sections 
of the community. 

If the BSP’s effort to woo the Muslims has 
not met with much success, its attempt to 
gam the suppon of the yadavs by holding a 
’vishal yadav’ rally in Lucknow was hardly 
more fruitful Mulayam Singh hit back with 
a rally ot his own at Azamgarh. which is 
reported to have attracted a far larger crowd, 
on the same day. Clearly, the BSP is going 
to find It difficult to loosen the yadav- 
Muslim combination which forms Mulayam 
Singh's political backbone. Further, the 
kurmis who, feeling neglected under 
Mulayam Singh’s rule, had played an 
important role in bnnging the BSP to power, 
have staged a revolt within the BSP camp 
in an attempt to assert their bargaining 
strength and extract the maximum benefits 
in preparation for the coming Lok Sabha 
elections. 

The alliance with the BSP is not without 
Its uneasy aspects for the BJP either. Though 
the BSP no more brands it as a 'manuwadi' 
or communal party, the BJP is not finding it 
easy to play its Hindutva card in a political 
landscape dominated by assertions ot yadav, 
kurmi and gujjar identities In tins context, 
the BJP may well decide to turn to the VHP’s 
campaign to liberate the Kashi temple, which 
IS to begin from October, as a weapon to 
counter the growing mandalisation of UP 
politics. 

tlEALTHCARE 

Lax Monitoring 

THE Food and Drug Administration (FDA) 
ot Maharashtra, in consultation with the 
Drug Controller of India, closed down the 
Red Cross blood bank in Bombay earlier 
this month and cancelled its licence after 
in vestigatmg acomplaint that blood supplied 
by it was contaminated with hepatitis B and 
HIV virus. While the FDA is apparently 
very pleased with itself, the entire episode 
makes it obvious that it has been inordinately 
lax with the enforcement of its own rules 
and regulations. 

According to reports, a doctor working in 
the blood bank alerted the FDA about the 
mismanagement in the blood bank which 
had led to the supply of infected blood to 
several city hospitals for the last many years. 
The FDA then undertook investigations 
which led it to different hospitals, one of 
which acknowledged that blood supplied by 
the bank had been found to be HIV infected 
and had to be discarded. In its satisfaction 
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bank, the PDA has done little to inquire into 
the silence of the hospitals which had 
received the blood, even if some of tfiem did 
not give it to patients. 

The Red Cross blood bank supplies blood 
mostly to private hospitals which do not 
have their own blood banks. The usual 
practice now is to obtain tested blood (instead 
of seeking donors for cases), because the 
testing of freshly-donated blood is a 
cumbersome procedure with the added 
requirement now of sending it for HIV 
testing to government-designated centres. 
There is invariably an acute shortage of 
blood, which makes for a growing black 
market. The recent events raise crucial 
questions about the responsibility of private 
hospitals not only towards their patients but 
to the general health care set-up. Clearly, 
even a large well known hospital, which 
knew that HIV infected blood had been 
supplied by the blood bank, did not see its 
responsibility extending to informing either 
the blood bank or the FDA. Such indifference 
IS all of a piece with the current ethos in 
health care: while the customer has some 
claim to good service, the rest of the ‘market’ 
IS nobody’s responsibility. 

The episode also draws attention once 
again to the functicuiing of the FDA. The 
FDA is charged with the task of ensuring 
that medical products, including blood and 
blood products, are manufactured and 
supplied as per the regulations on quality it 
has laid down. For blood products special 
regulations have been prescribed, and one 
would imagine that these would have 
required some extension of the monitoring 
mechanism as well. However, it has been 
clear for a long time that the FDA’s 
functioning is riddled with inefficiency and 
corruption. The Lentin Commission set up 
after the tragic deaths due to contaminated 
glycerol in J J Hospital in Bombay had made 
trenchant observations on the functioning of 
the FDA. It had also made several 
recommendations, most of which have never 
been implemented, mainly because the long 
political reach of the FDA's petty officials 
has defeated all attempts to punish corrupt 
officials and repair loopholes in the rules 
which allow corrupt and unethical practices. 

The mismanagement and gross negligence 
of the blood bank cannot be condoned. That 
it could, even after gross inefficiencies had 
been pointed out by its own officers, continue 
to supply infected blood is a blow to the insti¬ 
tution and the credibility that it had gained 
in the many years it has been functioning. 

None of these problems can however be 
dealt with in the absence of a reappraisal of 
the institutions set up to monitor health care 
in all its aspects. This includes not only the 
PDA, but such mechanisms as are required 
to be set up as part of the ftursing Homes Act 
which M^arashtra is among the few states 
to have passed and implemented. The 
restructuring of monitoring mechanisms is 
urgently required with increasing pri¬ 
vatisation of health care. 
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BROOKE BOND LIPTON INDIA 

Rapid Diversification 

BROOKE BOND and Lip(on India, the two 
subsidiaries of Unilever, were merged in 
July 1993 to form Brooke Bond Lipton India 
(BBLIL). The company increased its turn¬ 
over to Rs 1,839 crore in the year ended 
December 1994 from Rs 1,303 crore in 
1993, a rise of around 41 per cent. It posted 
a net profit of Rs 99 crore, up 26 per cent 
from Rs 78 crore in the previous year. 
Depreciation and interest costs rose by 69 
per cent and 26 per cent, respectively. In 
view of the improved performance, the 
directors have declared a dividend of 50 per 
cent against 44.50 per cent for 1993. 

The period 1993-95 has been one of 
mergers, acquisitions and alliances for 
Brooke Bond, beginning with the 
amalgamation of Tea Estates India and Doom 
Dooma, owned by Unilever, with Brooke 
Bond in January 1993. April 1993 saw the 
amalgamation of Kissan Products with the 
company In July 1993, the company 
purchased the marketing and distribution 
business of Dollops, the popular ice-cream 
brand, from Cadbury India. The company 
entered the market for desserts with the 
marketing of the famous Wall's brand in 
India in January 1993. Lipton India was 
amalgamated with the company in July 1993. 
Towards the end of 1994 and in early this 
year the company acquired the marketing 
and distribution assets of Kwality and 
Milkfood ice-cream. 

The company's export turnover went up 
to Rs 216 crore, as a result of which it 
generated a net foreign exchange surplus of 
Rs 171 crore. Lipton India Exports, the 
company's subsidiary, increased its export 
earnings from Rs 98 crore to Rs 102 crore. 
The thrust was on high value-added packet 
and speciality teas. Thecompany successfully 
marketed branded packet leas in Russia and 
Poland. The company says it has received 
continuous support in its export activities 
from Unilever, the parent company. Exports 
of the company are expected to get a toost 
with the commissioning of the company’s 
100 per cent export-oriented unit for instant 
tea powder at Etah in UP which is expected 
to go on stream by September this year. 

Within the country the company, which 
has a 75 per cent sWe of the packet tea 
market, is stepping up operations to take 
advantage of the growing preference for 
packet teas across the country. The Indian 
market, by far the world's largest, consumes 
about 550 million kg of tea a year, of which 
about half is sold in packets. As a part of 
its marketing strategy, the company plans 
to rationalise its brands in ordertoconsolidate 


its position. According to BBUL’s managing 
director, R Gopalkrishnan, this has become 
necessary in the face of the tough competition 
being offered by small tea companies and 
plantations. BBLIL has an estimated 35 
brands of packet teas in the Indian market 
and there are some brands which exist at 
both the regional and national level and 
target the same clientele. Brands not doing 
well are to be withdrawn and only the top 
brands with universal appeal are to be 
retained. This strategy will be implemented 
in a phased manner over a period of four 
to five years. Gopalkrishnan emphasises, 
however, that the lirm is not moving out of 
tea. “Our core business is still tea," he 
reiterates. 

The company is currently selling two 
brands of coffee - Bru Instant, the instant 
coffee powder, which has been in the market 
for over 20 years. and Deluxe Green Label, 
the roasted coffee powder, which is around 
four years old. Coffee is the company’s 
second largest business after tea and 
accounts for approximately 15 per cent of 
revenue compared to 60 per cent accounted 
for by tea. Last year the company’s 
bottomline got a boost from its operations 
in coffee. The lower offtake of instant 
coffee and of roasted and ground coffee 
was compensated for by a sharp increase 
in the prices of coffee beans in the 
international and domestic markets. 

BBLIL has diversified into other food 
areas such as Wall’s range of frozen 
desserts and meal products such as Bird’s 
Eye Green Valley frozen vegetables and 
Kissan fruit products. According to 
Manfred Oeschger, managing director of 
BBLIL, the slow growth of the tea industry 
has prompted the company to move into 
other areas where Unilever’s expertise can 
be utilised. BBLIL has big plans in the food 
segment taking into consideration the 
changing environment in India. The 
company ’ s annual report states that the foray 
into frozen desserts and vegetables has been 
encouraging in terms of market response. 
The Walls and B irds Eye Green Valley brands 
are also claimed to have gained wide 
consumer acceptance. A research and 
development centre for foods has been set 
upby thecompany at Bangalore toconstantly 
upgrade its product lines. 

The company is planning to promote new 
tea ventures in India and Nepal in the next 
two years. The idea is to expand the 
company’s base rapidly, according to Satish 
Dhatl, BBLlL's Doom Dooma tea division 
manager. The company is holding talks with 
the governments of the tea growing states 
in India and with the government of Nepal. 
The company aims to more than double the 
output of tea from the present 20 million kg 


to about 50 million kg. This expansion is 
in keeping with Unilever's global strategy 
and there are similar plans for Kenya, 
Tanzania, Malawi and Sri Lanka. India's 
competitors in die international market. 

The company proposes to set up a tomato 
paste venture in Mysore at an estimated cost 
of Rs 40 crore to be commissioned in 1996. 
A joint venture is on the cards. The Japanese 
food giant, Ajinomoto Corp, has been holding 
talks with BBLIL among others for a 50:50 
joint venture to manufacture its Ajinomoto 
brand of seasonings in India. 

INDAL 

Rise in Demand 

The year 1994-95 was a good one for Indal, 
thanks to the spurt in aluminium prices 
coupled with rising demand. Equally impor¬ 
tant have been the company’s efforts to 
lediicc dependence on external power sup¬ 
ply. The company, an associate of Alcan 
Aluminium of Canada, recorded a turnover 
of Rs 899 crore in the year ended March 
1995, an increase of 26 per cent. Net profit 
rose by 80 per cent from Rs 51.08 crore to 
R.s 91 79 crore, despite a 73 per cent rise 
in depreciation provision, thanks to lower 
tax provision and reduced interest cost. 
Exports rose by 19 per cent, from Rs 12! 
croie to Rs 144 crore. South Africa and 
Vietnam were the new export markets de¬ 
veloped by the company. Orissa Extrusions 
and Annapurna Foils, Indal’s allied compa¬ 
nies, perfoimed satisfactorily. The directors 
have declared a dividend of 40 per cent and 
lecommendcd the issue of bonus shares in 
the ratio of 1:2. Shareholders have reason 
to be happy as Indal is making a bonus issue 
after a gap of 17 years, after the last 2:5 
bonus issue in 1977. 

A diversified company, Indal manufactures 
aluminium sheets (foil, extrusion, metal and 
carbon) and chemicals and is also into 
electronics. The sheets division contributed 
77 per cent to total turnover with chemicals 
and electronics contributing 19 percent and 
4 per cent, respectively. 

Things brightened up for the aluminium 
industry in 1994-95 with the user industries 
coming out of the recession. Spurred by 
growth in demand, international price of 
aluminium shot up in 1994-95, aided by the 
resurgence of economic growth in the OECD 
countries. Domestic companies took 
advantage of this by linking domestic prices 
to the London Metal Exchange (LME) prices. 
This led to an increase in domestic prices. 
Reduction in excise duty by 5 per cent also 
contributed to improved margins. Further, 
a supply push born out of excess capacity 
helped the market’ to grow. Tapan Witra, 
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Th* Wwk’i Compwiita 


(fts lakh) 


Brookt Bond Indal Graalm 

Upton India __ Induatrica 

Ftnancial lndi( ators Dec Dec March Marcb March March 

1994 1993 1995 1994 1995 1994 


Income/approprlallone 
t Net tales 183946 

2 Value ofpioducliun 182686 

3 Othei income 5090 

k Total tniome 187776 

5 Raw inatenals/stores 

and spares consumed 129592 

6 Other manulacturing expenses 3280 

7 Remuneration to employees 12346 

8 Other expenses *23947 

9 Operuimg imijii 18611 

10 Interest 2639 

11 Orott profit 15970 

12 ITepreciation 1559 

13 Profit before tat 14411 

14 Tax provision 4500 

15 Profit after tai 9911 

16 Dividends 6024 

17 Retained proTil 3887 

LiabUliiea/aascts 


130312 

89984 

71270 

206059 

186516 

137964 

91082 

72869 

207643 

188054 

2888 

986 

313 

9844 

6938 

140852 

92068 

73182 

217487 

194972 

95280 

37486 

32189 

93503 

88595 

1948 

16526 

13513 

34274 

34095 

10113 

8562 

7085 

13855 

12373 

I80I0 

12365 

9703 

21581 

21256 

15501 

17129 

10692 

54274 

38653 

2093 

3975 

4189 

14186 

11756 

13569 

12992 

7211 

41573 

31585 

921 

3432 

1983 

7509 

6573 

12648 

9329 

5228 

34064 

25012 

4800 

150 

120 

3200 

2225 

7848 

9179 

5108 

30864 

22787 

5432 

948 

840 

4100 

3203 

2416 

8231 

4268 

26764 

19584 


18 Paid up capital 12048 

19 Reserves and surplus 23171 

20 Long term loans 9349 

21 Short term loans 9004 

22 or which bank 

borrowings 35(K) 

23 Gross fixed assets 28294 

24 Accumulated 

depreciation 9292 

25 Inventories 34120 

26 Total assets/liabilities 83261 

Miscellaneous Items 

27 Excise duty 3517 

28 Gross value added 28938 

29 Total foreign 

exchange income 10676 

30 Total toreign 

exchange outgo I24t)0 

Key flnancial and performance ratios 

31 Turnover ratio 

(sales to total assets) (‘X) 220 9 

32 Sales to total net assets (91) 343 4 

33 Gross value added to 

gross fixed assets (%) 102 3 

34 Keium on investment 
(gross profit 

to total assets) (%) 19 2 

35 Gross profit to sales 

Uross margin) (9!) 8 7 

36 Operatmgprofillosales(%) 10 1 

37 Proritbeforelaxtosales(%) 7 8 

38 Tax provision to 

profit before lax (%) 312 

39 Prohl aflei lax to net worth 

(retuin on equity) (%) 28 1 

40 Dividend (%) 5 0 

41 Earning per share (Ks) 8 23 

42 Bookvaluepcrsh ire (Rs) 29 23 

43 P/Fralio(basedonlatesiand 
corresponding last 

year s price) 37 i 

44 Debt equity ratio 
(adjuslidfor 

revaluation) (9() 26 5 

45 Short lenn bonk boiTowings 

to inventories (%) 10 ) 

46 Sundry creditors to 

sundry debtors (%) 349 3 

47 Total remuneration 
to employees 

to gross value added (%) 42 7 

48 Total remuneration to employees 

to value of production (%) 6 8 

49 Gross fixed assets 

formation (%) 18 6 

50 Growth minventone5(%) 1 6 


12048 

4741 

4741 

7231 

6744 

19261 

48245 

41292 

159203 

102871 

12156 

26188 

20427 

163886 

132520 

6189 

2006 

3680 

13038 

7260 

4000 

14042 

1588 

13038 

1168 

23850 

72614 

67988 

254775 

204683 

7897 

21945 

18848 

64767 

57119 

33584 

23242 

16297 

42815 

32195 

76146 

104581 

89241 

378014 

276353 

2121 

14479 

12593 

33804 

33700 

24730 

24429 

19395 

62751 

55506 

9654 

14450 

12108 

9386 

8893 

103090 

I7I0I0 

85320 

24753 0 

16389 0 

171 1 

85 0 

79 9 

54 5 

67 5 

262 4 

1108 

1016 

600 

74 8 

103 7 

33 6 

28 5 

24 6 

27 1 

178 

124 

8 1 

II 0 

II 4 

104 

144 

10 1 

20 2 

16 9 

119 

19 0 

150 

26 3 

20 7 

97 

104 

73 

16 5 

134 

38 0 

1 6 

23 

9 4 

89 

25 1 

17 3 

II 1 

18 5 

20 8 

44 

40 0 

40 0 

57 5 

47 5 

6 51 

19 36 

10 77 

42 68 

33 79 

25 99 

III 76 

97 10 

225 01 

15649 

58 3 

16 5 

31 6 

152 

22 8 

38 8 

49 4 

44 4 

1007 

125 6 

II 9 

60 4 

97 

30 5 

36 

350 0 

125 5 

144 0 

59 4 

57 6 

409 

35 0 

36 5 

22 1 

22 3 

73 

94 

97 

67 

66 

00 

68 

49 4 

24 5 

33 5 

00 

426 

57 

330 

114 


Indal'svtce<h«irmaniimfman<igingdii«etor 

attributes 47 per cent ot the use in sales to 
volume growth, 27 pet cent to increase in 
puces and the balance to ‘enrichment ot 
pioduct mix’ 

The prospects for the aluminium industry 
are bright in India as a large number of new 
applications await entry into the domestic 
maiket Out of about 3,000 applications 
globally, only 300 have been iniioduccd in 
the domestic market so tar Incieased 
application ot aluminium in iiinspoit 
building and construction, packaging and 
geneial engineering is foreseen According 
to Joydeep Roy, secrctai y ot the Aluminium 
Association of India, the industry is going 
10 cel a fillip with the global auto majois 
announcing their entry into India, as the use 
of aluminium in the automobile secioi is 
risingfast Infacl the maximum consumption 
of aluminium is by the automobile and 
constiuction indusiiics which have been 
glowing at lates of 20 per cent and 6 pei 
ccni respectively Growth of the powersector 
IS also expected to boost demand foi 
iluininmm 

Indal IS gearing itself to meet the boom 
The company expects to meu 61 pei cent 
ol Its tot il meial piodiiclion m 1995 96 from 
iis own smelteis ai Hiitkud (Onssi) 
Aliipui im (Ktnla) and Relgaum 
(Kaiiiutka) rhiscompaicswcllvviih 52pei 
cent m 1994 95 and 33 pci cent in 1993 
94 The company plans to add 10 000 tonnes 
ol smelling capicilv The aim is lo go lor 
incitascd backsviid mtcgiaiion and 
simultaneously move liiiihci down thcch iin 
ol V I'uc addition 

lilt company is planning a Rs 2 400 
croic ciccnlicld alumina pioject Jointly 
piomoicd hy Indal the Tatas and H)Jio 
AliiminiumASolNoiway isa iOOpciccnl 
cxpoit oiicnlcd unit lor the pioduetion ol 
one million lonnes ol alumina pci annum 
the piojut will be loeaicd at Ooiagurha 
with a captive mine in Baphimali, 20 kms 
Irom Bhubaneshwai According to N K 
Choudhaiy chief executive the new 
compan) is to be known as Utkal Alumina 
Inieinaiional (UAIL) The opertittons ol 
UAII will conform to the environmental 
siandaids ol Indal II will not icquire use or 
disehaiccol anodceaibon Huoiidesalts and 
toxic chemicals Cost elleclivencss, quality 
and environmental management will all be 
equally emphasised The plant will have an 
initial capacity of one million tonnes per 
annum, which will be raised to 3 million 
tonnes matching the world’s lai gest alumina 
relinciy at Gladstone, Australia with a 
capacity of 3 3 million tonnes 
Indal IS promoting a joim venture with 
Courtaulds Pic of UK to set up a foil-based 
laminated tube plant in Goa at cost ot Rs 
lOOcroie In partnership with Tata Industries 
and Norsk of Norway, Indal is also setting 
up a one million tonne per annum 100 per 
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cent export-oriented alumina plant in 
Koraput in OriDsa, a disirici rich in hauxtir, 
at lUi estimalcU co«i ot Rs 2,300 crore 

The company's earlier dtvcrsificalion 
into tinanciai scrvicex scciui has nut been 
suckcsslul and has ended ss ith the company 
divesting Its contiolling stake in Inlobase 
rinancc According to ParihuDutia Indal’ii 
chict linuncial ofticcr the reason tor 
getting out ot financial services svas that 
‘It did nut lit into the company s redefined 
group objedives' The aluminium giani 
has also shelved iii) proposed investment 
in the equity ol International Advanced 
Piocess lechnologies ending the planned 
divursillcation into edible oil dc-odourisalion 
equipment 

India has the fourth largest reserve ot 
bauMte in the world but is unable to cash 
in on this because of lack ot power Further 
the therm il base of power makes its cost 
prohibitive The result is that alumiilium 
companies are forced to export alumina and 
import aluminium In the process the country 
loses the opportunity to add value to the 
nittal Many companies arc trying to deal 
with this problem by going in tor captive 
power generation In 1994 95 Indal s 67 5 
mw Hirakud power plant achieved over 90 
pci cent PLF within a record time ol 12 
months of its commissioning This is the 
firstpowei pi iniusingcicancoalcoinbusiion 
tcc hnology and met 8T per cent ol the power 
requirement ol the Hirakud smelter Another 
way to cope with the problem would be tor 
ihe counti y lo tic up with smellers in countries 
where power is relatively cheap 
Accordingly Indal is leported to be 
negotiating with countries in west Asia 
where power is relatively cheap tor 
conversion ol its alumina 

GRASIM INDUSTRY i> 

New Projects 

The flagship company ol the Adilya Bn la 
group Grasim Industnes with diverse inter 
ests ranging Item textiles and chemicals to 
viscose fibre and cement grew a slower 
pace in 1994 95 Turnover rose Irom Rs 
2 202 crore to Rs 2 399 crore a rise of 
about 9 per cent compared to 20 per cent 
achieved in the two preceding years Even 
so, profits rose from Rs 228 crore to Rs 
309 crore by around 35 percent Accord 
ing to the company turnovei and profits 
would have been higher but tor a two 
month strike at the viscose staple fibre 
(VSF) division at Nagda in Gujarat The 
company has declared a dividend of 57 5 
per cent on the enhanced capital ol Rs 72 31 
crorc against 47 5 per cent for 1993-94 
Production ol VSF reached 1,58 674 
tonnes in 1994 95 igainsi 1 43,202 tonnes 
in the previous scar Decline in cotton 
production pushed up demand tor VSF, its 


closest substitute fH'teds of i^on wood 
pulp, an important input for VSP, also went 
up, hut Grasim was insulated to a great 
extent against this price rise as li produces 
nearly 80 per cent of its requirements 
itseli Lower raw material cost and higher 
finished product prices of the VSF division 
spruced up the company's bottomline 
Improvement in production and prices In 
the cement and sponge Iron divisions also 
contributed their mite The company 
commands a 90 per cent share ot the market 
tor VSF and 56 per cent ot that for wood 
pulp In cement it has a 4 S per cent market 
share Cement contributes 19 per cent to the 
total sales ol the company, with chemicals 
,ind textiles contributing 7 per cent and 13 
per cent, respectively 

Grasim's sponge iron division, Vikram 
Ispat, though commissioned only in March 
1993 reported over 50 per cent capacity 
utilisation in 1994-95, producing 4 05,224 
tonnes as against 91 006 tonnes in 1993-94 
The fabrics division at Gwalior and Bhiwani 
reported norma) giowth The textile unit at 
Gwalior is ready to launch its ready made 
garments and men’s fashion wear 
accessories The division is setting up a new 
unit called Vikram Woollens at Malanpur, 
neai Gwalior with a capacity ot 11 200 
woisted spindles 

The company has chosen VSF as a major 
thrust area tor its future growth It is 
enhancing production capacity of VSF at 
Harihar in Karnataka and Mavoor in Kerala 
by 5 500 tpa and 11 000 tpa, respectively 
According to S K Saboo joint executive 
president, Grasim is the only producer ot 
VSF in the world with Us own know-how 
and technology and a lull-tledged 
engineering division so as to be able to turn 
out plants for manufacturing pulp and VSF 
Grasim s plants st Harihar and Mavoor were 
tabiicatcd entirely in house Another new 


plant M wHh * eapaetty of 60,0(10 
tpa will be cobtibinioned In the latter half 
ot 1996 at a coat of Rs 320 crore 

Cement» another major thniit area for 
the company Two cement plants with a 
capacity of 1 million tonnes each in Madhya 
Pradesh and Rajasthan commenced 
production in March this year and are 
expected to add substantially to the Income 
in the current year 

The company is Implementing a number 
ol projects it proposes to set up an aromatics 
and chemicals complex in Mangalore, with 
a minimum investment of Rs 730 ctat, and 
a one million tonne steel plant in Raigad 
district in Maharashtra through its Steel 
division Vikram Ispat The steel plant will 
be a forward integration project tor the 
company's eight lakh tonne hot-bnquette 
iron (HBI) unit at Raigad Grasim and the 
Madhya Pradesh government have signed 
an MOU for setting up a 1,000 MW thermal 
power plant at Btna in Madhya Pradesh with 
an investment of Rs 5,000 crore 

The company’s VSF plants in Thailand 
and Indonesia are functioning satisfactorily 
According to company reports both the 
plants have undertaken expansion and the 
additional capacity will be commissioned 
shortly The company's carbon black plant 
in Thailand has been performing well and 
us capacity has been expanded The carbon 
black project m Egypt, a joint venture, has 
been commissioned on schedule and the 
plant has achieved commercial production 
of international quality 

The company in collaboration with Biria 
Research Institute tor Applied Science has 
developed an eto friendly process that 
eliminates the use of chemicals for the 
production of VSF The fibre produced by 
this process is being marketed under the 
brand name ‘Grasi-Silk* and, according to 
company has been well received 


CENTRE FOR STUDIES IN SOCIAL SCIENCES, CALCUTTA 

requires for its collaborative ENRECA project a Post-Doctoral 
Fellow in Economics for a period of three years renewable every 
year on the basis of performance on a consolidated starting salary 
of Rs 5500/- per month plus contingency allowance for research 
purposes The candidates should have Ph.D degree in Economics 
and sound academic record with specialisation in Industrial 
Organisations, International Trade and/or Macro Economics. The 
candidate will be expected to travel on field tnps as and when 
necessary Upper age limit is 35 years Applications with detailed 
curriculum vitae may be sent to the Registrar, Centre for Studies 
in Social Sciences, Calcutta, 10 Lake Terrace, Calcutta - 700 029 
by August 31, 1995. 



CURRENT STATISTICS EPW RMcarch Foundatioo 

The Inflniinn rii* hii dropped lo 7 7 per cent in the week ended July f). a new 20-monih tow. The me of riie of ihe WPI hii ikiwnd down for all the major groupa. 
with the decelerillon being particularly marked for pnmary and food ariiclea. The riae in net RBI credit lo the centre haa touched Ra I5,8S2 crore in 1995-46 ai 
far, against Ra .1,432 crore in ilic aame period of 1994-9.1. Dank depotiii and non-food udvancea have ahown aiteablr incteaaea over the paai month. Whili 
employnient exchange data Indicate niggardly growth of employmeni in the organiaed aecior. data for • amall aaiiipte of companiea ahow actual decline In 
empin' iiieni in 1992-93 and 1993-94 More than 10 per cent of women employed in ihe organiaed lector are engaged in community, personal and aocial aervicea 

Macroeconomic Indicators 


Index Numben of Wholeaalc 
Pricea (1981-82-100) 

Weights July 08, 
1995 



Variation i 

[Per Cent): PoInt-to-Poini_ 



Over 

Month 

Over 12 Months Fiscal Year So Far 
Utesf Previous 1995-96 1994-95 

1994-95 

1993-94 1992-93 

1991-92 

All Commodities 

100.0 

291 3 

0 5 

7.7 

11.5 2.1 

4.7 

10.4 

10.8 

7.0 

1.3.6 

Primary Articles 

.12.3 

297 2 

-0 3 

6 3 

13.4 1 8 

8.0 

12.7 

11.5 

30 

15.3 

Food Anicles 

17.4 

326 9 

-0.9 

4.4 

10 8 4.1 

117 

11.9 

4,4 

5 4 

20.9 

Non-Food Articles 

lU.I 

315.7 

0 1 

10.0 

20.9 -2.4 

2.4 

15.5 

24.9 

-1.4 

8.1 

Fuel. Power. Light and Lubiicants 

107 

284 6 

00 

2.0 

9 8 0,0 

0,4 

2,4 

13.1 

15.2 

13.2 

Manufactured Products 

57 0 

289 2 

1.0 

9.7 

10 8 2.8 

37 

10.7 

9.9 


12.6 

Food Products 

10 1 

277.5 

0 1 

1.9 

118 18 

8.1 

8 1 

12.3 

6.8 

10.2 

Food Index (computed) 

27 5 

308 8 

-0 6 

3.5 

11.1 3.4 

10.5 

10.6 

7.0 

58 

17 1 

All Commodities (Average Basis) 











(April-July 08. 1995) 

1000 

289 7 

- 

10.1 

97 90 

11.9 

10 9 

8.3 

10.1 

13.7 



Latest 



Variation (Per Cent); Potnt-to-Point 



Coat of Living Indices 

Month 

Over 

Over 12 Months Fiscal Year So Far 1994-95 

1993-94 1992-93 

1991-92 




Month 

Latest Previous 1995-96 1994-95 





Industrial Workers (1982-100) 


300' 

1 7 

10.3 

10.6 2.4 

1.9 

9.7 

9.9 

6.1 

13.9 

Urban Non-Mon Emp (1984-85-100)* 

244’ 

04 

9.9 

8.3 9.9 

8.3 

99 

8.3 

68 

13.6 

Agri Lob (July 60 to June 61-100) 


1316' 

0.8 

12.0 

132 1.2 

0.0 

10.6 

11.6 

0.7 

21.9 

* for 1994-95 












June 23, 




_Variation 





Money and Banking (Rs crore) 

1995 


Over 

Fiscal Year So Far 

1994-95 

199.3-94 


1992-9? 




Month 

1995-96 

1994-95 






Money Supply (M,) 

■ 533724 

-960 (-0.2) 

7246(1.4) 

6328 (1.4) 

75167 (16,7) 

72467 (19.1) 

.50484 (15,4) 

Currency with Public 

II1151 

707 (0 6) 

10281 (10.2) 

8723 (10 7) 

18990(23 2) 

14067 (20 7) 

7111 (11 7) 

Deposits with Bunks 

415559 

-2170 (-0..5) 

-6699 (-1 6) 

-4015 (-1.1) 

.5.5.121 (15 1) 

57185 (18.5) 

42945 (16.1) 

Net Bank Credit to Govt 

2.14881 

1981 (0.9) 

1.5290(7 0) 

12080 (5 9) 

14380 (7.0) 

29.376 (16.7) 

1790.3 (11.3) 

Bonk Credit to CommI Sector 

287045 

-2035 (-0.7) 

-845 (-0.3) 

-6056 (-2.5) 

43796 (17.9) 

16591 (7 3) 

30187 (15,.3) 

Net Foreign Exchange As.seis 

72714 

-1850 (-2.5) 

-3176 (-4.2) 

5756 (10.7) 

22197 (41,3) 28775 (115 3) 

.3747 (17,7) 

Reserve Money (June .10. 1995) 

186897 

5488 (3.0) 

17923 (10.6) 

12670 (9.1) 

.30386 (21 9) 

27843 (25 1) 

11274 (11 3) 

Net RBI Credit to Centre 

114795 

2302 (2 0) 

16117 (16 3) 

2486 (2.5) 

949(1 0) 

1306 (1 4) 

3586 (3 9) 

Scheduled Gotnmercial Banks (July 

7. 1995) 










Deposits 

378460 

2755 (0.7) 

-4040 (-1.1) 

-4182 (-I..3) 

49271 (14 8) 

52144 (18.6) 

.39017 (16.1) 

Advances 

212217 

3668 (1.8) 

2511 (1.2) 

-.1612 (-2.1) 

38784 (22.7) 

11.566 (7 3) 

23757 (17.5) 

Non-Food Advances 

196800 

3747 (1 9) 

-631 (-0 3) 

-4976 (-3.1) 

.17416(23.4) 

7402 (4 9) 

21684 (16.6) 

investments 

151648 

161 (0 1) 

2.394(1 6) 

10136 (7.5) 

14172 (10.5) 

28435 (26 7) 

16820 (18.7) 


IndciiNuinbenoflndiialrial Weights Feb Average for Fiscal Year So Pa r_ Vanation (Per Ceni): Fiscal Year Averages 


Production (l980-8|r.|00) 


1995 

1994-95 

1993-94 

1993-94 

1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 

General Index 


100 0 262 5 

245.4(8 1) 

227.1 (5.9) 

3.0 

2 3 

0.5 

8.4 8.6 

8,7 7.3 

Mining and Quarrying 


11.5 276.2 

238.9 (66) 

224.2 (3.5) 

2 5 

0.5 

0.9 

4 5 6.3 

7.9 3.8 

Monufaciunng 


77 1 252 1 

2.36.5 (8.2) 

218 6(5.8) 

2.2 

2 1 

30 

9.1 8,6 

8.7 7.9 

Electricity 


114 318.7 

311.7 (8 7) 

286.8 (7 1) 

7.3 

5 1 

8.5 

7.8 10.8 

9.5 7.7 



July 21. Month Year 

1995-96 So Far 


End of Fiscal Year 

Capital Market 


1995 Ago Ago 

Trough 

Peak 

Trough 

PmIT 

lW-95 1 

IM3-94 

BSE Sensitive Index (1978-79=100) 1.3.12 3316 4104 

3015 

3484 

3233 

4604 

3261 

3779 2281 



(-18 8) 

(94 0) 





(-13.7) 

(65 7) (-46.8) 

National Indeie (1983 842^100) 

1546 1567 1941 

1482 

1691 

1572 

2176 

1606 

1830 1021 



(-204) 

(93 9) 





(-12.2) 

(79 2) 1-48 1) 

Foreign Trade 

May 

Cumulative for Fiscal Year So Far 


Full Fiscal Year Variations 


1995 

1995-96 

1994-95 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

Exports: Rs ctore 

7290 

15128 (24 8) 

12125 (10.6) 

823.30(18 4) 

69547 (30.4) 53688 (21,9) 44042 (35..3) 

32553 (17.6) 

US $ mn 

2124 

4822 (21 2) 

1865 (9 8) 

26233 (181) 

22173 (20 4) 

185.37 (3.8) 

17866 (-1.5) 

18143 (9 1) 

lmpun.s Rs crore 

8609 

15994 (28 2) 

12475 (13 6) 

88705 (21 8) 

72806(15.7) 63375 (32 4) 

47851 (10.8) 

43193 (22 0) 

US 5 inn 

2744 

5099 (28 2) 

.3975 (12 8) 

28251 (21.7) 

23212 (6 8) 21882 (12.7) 19411 (-19 4) 

24073 (13.2) 

Non POL US 5 mn 

2224 

40<rf) (31 5) 

3088 (17.1) 

22538 (29.1) 

17456 (10.6) 15782 (12.3) 14047 (-22.2) 

18045(3.1) 

Balance of Trade Rs crurc - 

1319 

-866 

-350 

-6375 


-3259 

-9687 

-3809 

-10640 

U.S $ mn 

-420 

-276 

-112 

-2018 


-1039 

-3.345 

-154,5. 

-5930 


July 14. Julv 15. Mar .11. 



Variation Over 



Foreign Exchange Reserves 

1995 1994 

1995 Month Year 

Fiscal Year So Far 

1994-95 

1993-94 1992-93 1991-92 

(excluding gold) 



Ago 

Ago 

1995-96 

1994-95 




Rs crore 

62451 510.16 

66028 399 

9415 

-.3578 

5410 

18402 

274.30 5385 10223 

US $ inn 

19731 16954 

20816 -71 

2777 

-1085 

1778 

5640 

8724 

731 3.383 
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femploybifint 

Employment in the Public Sector 
by Industry Sector 

1992 

1991 

1990 1989 

1988 

1987 

1986 

lakh ptnuuu as m March 31 
1985 1984 1983 1981 

Agnculture 

5.7.3 

5.56 

5.49 5.55 

5.54 

5.57 

5.26 

4.98 4.89 

4.76 

4,63 

Mining and Quarrying 

9.87 

9.99 

9.66 9.56 

9 56 

9.42 

9.66 

9,74 9.27 

8.84 

8.18 

Manuiacturing 

18.61 

I8.S2 

18.70 18.63 

18.67 

18.62 

18.15 

17.61 17.17 

16.34 

IS.02 

Elec Cas and water 

9.16 

9.05 

8.97 8.69 

8.49 

7.89 

7.85 

7.60 7.33 

7.21 

6.83 

Construction 

11.51 

11.49 

11.34 11.46 

12.14 

11.85 

11.81 

11.46 11.20 

11.20 

10.89 

Trade 

1.57 

1.S0 

1.50 1.50 

1.39 

1.34 

1.31 

1.31 1.24 

1.18 

1.17 

Trans. Storage and Construction 

30.64 

30.26 

30.23 29.74 

30.11 

29.70 

29,29 

28.94 28.64 

28.26 

27.09 

Services 

105.01 

104.21 

01.73 99.34 

97.30 

95.85 

93.51 

91.06 88.95 

86.78 

81.03 

Total 

192.10 

190.58 

87.62 184 47 

183.20 

180.24 

176.84 

172.70 168.69 

164.57 

L54.84 

Employment 4n the Private Sector 







lakh ptrsonn an <m March 3J 1 

by Industry Sector 

1992 

1991 

1990 1989 

1988 

1987 

1986 

1985 1984 

1983 

1981 

Agriculture 

9.12 

8,91 

8.76 8 68 

8.44 

8 48 

8.22 

8 07 8.19 

8.47 

8.38 

Nuning & Quarrying 

1.07 

1,00 

0.99 0,96 

0.93 

0,91 

111 

1.13 1.13 

1.20 

1.30 

Manufacturing 

45.66 

44.81 

44.57 43,83 

43,95 

44.10 

44.48 

44.21 44.73 

46..56 

45.45 

Elec. Cos & Water 

0.40 

0.40 

0.40 0 39 

0.41 

040 

0,40 

0.39 0..39 

0.37 

0.35 

Construction 

0.78 

0.7.3 

0.68 0.69 

0.50 

0.58 

0,69 

0.70 0.66 

0.68 

0.72 

Trade 

2.96 

3.00 

2.9 i 2.86 

2.83 

2.77 

2.77 

2.77 2.76 

2.75 

2.77 

Trans. Storage & Construction 

0.54 

0.53 

0.52 0.51 

051 

0.52 

0.54 

0 54 0.57 

0.59 

0.60 

Services 

17.93 

17.39 

16.99 16.63 

16.35 

15.88 

15.53 

15.28 15.03 

14.90 

14.18 

Total 

78.46 

76,77 

75.82 74 55 

73.92 

73.64 

73,74 

73.09 73.46 

75.52 

73.95 

Growth in Employment In the 








percentagen \ 

Organised Sector 

1992 

i99l 

1990 1989 

1988 

1987 

1986 

1985 1984 

1983 

1981 

Total 

1.2 

1.5 

1.7 0.7 

1 3 

1.3 

1,9 

1.5 0,9 

2.2 

2,6 

Manufacturing 

i 5 

0 1 

1.3 -0.3 

-0 2 

0.1 

1.3 

-0 1 -1.6 

0.6 

3.1 

Public 

0.8 

1.6 

1.7 0,7 

1 6 

1.9 

2.4 

2.4 2.5 

3.2 

2.7 

Manufacturing 

0.5 

-1.0 

0.4 -0.2 

0.3 

2.6 

3 1 

2.6 5.1 

2.6 

3.9 

Wvate 

2.2 

1.3 

1 7 09 

0.4 

-0.1 

0.9 

-0,5 -2,7 

0.1 

2.3 

Manufacturing 

1.9 

05 

1.7 -0 3 

-4)3 

-0.9 

0.6 

-1.2 -.3.9 

-0,1 

2.9 

Employment Exchanges Unit 

1995 

1994 



Jan-Dee 





(Jan) 

(Jan) 

1994 1993 

1992 

1991 

1990 

1989 1988 

1987 

1986 

Employment Exchanges Nos 

- 

- 

887 887 

860 

854 

851 

849 840 

835 

821 

Registrations '000s 

482 

476 

5928 5532 

5.301 

6236 

6541 

6576 5963 

6012 

5535 

Vacancies Notified 'OOOs 

- 

- 

385 

420 

459 

491 

600 543 

601 

623 

Placements 'OOOs 

14 

13 

206 231 

239 

253 

265 

289 329 

334 

315 

Live Register (Year-end) 'OOOs 

36737 

36293 36692 36293 

36758 

36300 

34632 

32776 30050 

30247 

30131 

Employment of Women 








in thousandx 1 

in the Organised Sector Agri- 

Min and 

Manufa- Elcc 

Consini- 

Trade 

Transport 

Fin, Ins Community. 


(as on March 31, 199.1) culture, 

Ouorrvinf! 

ctunng Gas and 

ction 


Storage and Real Estate 

Services 

Total 

etc 



Water 



Comm 

and Services 

etc 


Total .SI 0.2 

79.5 

689.7 

34 7 

63 7 

3.5.1 

149.8 

191.5 

2272,3 

4026.5 

(12.7) 

(2.01 

(17.1) 

(0 9) 

(1.6) 

(0.9) 

(3.7) 

(4 8) 

(56 4) 

100.0) 

Public .'53 3 

63 7 

131 2 

33 6 

58 3 

116 

145 9 

1.59 2 

1819 8 


Pnvaie 4.56.9 

158 

558.5 

1 1 

54 

23 5 

3.9 

32.3 

452 5 


(Figures in brackets are os per cent to total women employed in the organised sector) 






Average Dally Employment 








m thousa/ut^ | 

of Women in Factories 1991 (P) 

1990 (P) 

1985 

1981 

1974 

1971 

1966 

1961 

1956 

1951 

Total Employment .5180 8 

.5060 0 

5150.0 

5342 5 4633.2 

4298.0 

4068 9 

3497 0 

2882.3 

2536.5 

Women Employed 495 5 

.506.0 

488 8 

497 8 

440 1 

370 1 

.364 7 

372 3 

301 4 

290.0 

Per cent share of women to 










total employment 9 6 

10.0 

9 5 

9 3 

9 5 

86 

9 0 

106 

10.5 

114 

Source' Minisuy of Labour. Got. Annual Report, 1994-95 (P) Provisional 







1 Employment paU for a Sample of 54 large Companies: In Actual Numbers 






(Obtained by EPW 

AM Comoanies' 54 (Number) 


of whichv Private Sector Comoanies' 48 (Number) 1 

Research Foundation) 1994 

1993 

1992 

1991 

1990 

1994 

1993 

1992 

1991 

1990 

Total Workers 227109 . 

228412 

232018 

227334 219303 

200741 

201661 

20.5602 202319 196417 I 

(-0.6) 

(-1.6) 

(2.1) 

(3,7) 


(-0 5) 

(-1.9) 

(1.6) 

(3.0) 


[6096] 

[8575] 

[8634] 

(85281 [8280] 

[6096] 

[8.575] 

[8634] 

8528] 

8280] 

Regular employees 190136 

189076 

I9I972 

189762 182580 

163970 

162507 

165866 165031 160018 

(0.5) 

(-15) 

(1.2) 

(4.0) 


(0.8) 

(-2,1) 

(0.6) 

(3.2) 


Contract labourers 11308 

9544 

10315 

9829 

8390 

11223 

9495 

10176 

9698 

8258 

(i8..5) 

(-7.5) 

(4.9) 

(17.2) 


(18.2) 

(-6.7) 

(4,9) 

(17.4) 


Piece-rated workers 15765 

20619 

20631 

18867 197.30 

15648 

20486 

20460 

18714 

I9S38 

(-23.5) 

(-0.1) 

(9.3) 

(-4.4) 


(-23.6) 

(O.I) 

(9.3) 

(-4,2) 


Part-time workers 3804 

598 

466 

348 

323 

3804 

598 

466 

348 

323 

(536.1) 

(28,.3) 

(3.9) 

(7.7) 


(.536.1) 

(28.3) 

(.33.9) 

(7.7) 


tPlgufOs in square brackets represent total workers for whom 

break-up It not available] 







Nm$: (I) Supertcripi numeral denoiet month to which flgun «!«», e g, superacript * stands for April, (ii) Figures in brackets ore percentage variations 


over the p^od specified or over the comparable period of the previous year. 



1823 




RANDOM REFLECTIONS 

Monetarism to the Fore 

Reflections on Rise of Rentier Incomes 

A run Ghosh 

A large part of the current fiscal malaise stems from monetarist policies ■ 
in terms of steadily raising the tale of interest to absurd levels And since 
interest incomes are essentially of the nature of rentier incomes, the 
monetarist policies have fostered the rise of rentier incomes in the 
economy 


rHBLcoiKMmi 7mif»(Dclht)()/Junc 27,1 
had an important box item ‘•ReliaiKC Indus- 
ines has tontluded a $ HO million (Rs 471 
trore) sescn-vcai syndicated term lacility 
with a uMisoitium ol banks led by the I 'nioii 
Bank of Switzerland More inipoitaiulv 
the report indualed lh.it' the soiiipany has 
been able to semic a rate ol I pet tent ovoi 
thelaindoninlei bank of leted rated IBOR) 
With LIBOR presently at S SI per tent the 
uUcresi woiks mil lo 6 81 per icnl 
‘Arrangers have tullvundeiw ritten Ihe irans 
at tion without any guarantees from any bank 
or domestit. Iiiianeial institution 
1 he above news item has a laige number 
ol implieations, but betoie getting on Iti that 
theme, It would be appiopiiale to congia 
lul.ite and conipliment Kclianie Industries 
at having achieved an international cicdii 
lating lai, lar highci than the sovcicign 
independent Republic ol India Maiimohan 
Singh, the much acclaimed Imance minister 
ol India, ought to hang his head in sli ime 
that a Swiss bankei would show him the 
door were he lo even attempt to boriow 
Ironi the same Swiss banker sav a c ouple 
ol billion dollars lo push through somebadiv 
delayed (and urgently needed) pioiccls (e « 
m the |x>wer seeioi) - .igamsi the miaranlees 
ol the sovereign government ol Indi i lo 
moderalc the lulure powei shortages that aie 
certain to aiiseasaresultol the tinimaemaiivc 
(in laci, tcitally wrong) policy paekaee that 
the power mmisici and he had cobbled 
togethei m IW| 9.'’ India spowerdeselop 
ment programme h is been in the doldrums 
ovei the past thiee/lour years as i result 
However, that is another story 
So kudos are due lo Reliance Industries 
lor having pulled of I whai may bedesciibed 
as a lanta^lic deal in a global niaikci 
Howcvei, one must note that this deve 
lopmenl also highlights eeriain disiiuhing 
features ol the cuiient policy package even 
in the aica ol linancial rclorm To these we 
must now locus our attention 
To begin with the pci mission to boiiow 
abroad liquid capital (lor meeting domestic 
working capital needs) is given bv the 
govcinmcni ol India selectively only to a 


lew people, and lor amounts deicrmined by 
the Imance mmisiiy This is ostensibly on 
balance ol payments consideiaiions, first, 
that we must not build up too large a liability 
by way of short term commcicial credit, and 
secondly because any inflow ol loieign 
exchange arising Ironi such iiansactioiis 
would add tooui loicign exchange leseivcs 
and increase the currency in ciiciilation bv 
an equiv alent amount Rut this polu y then 
has seveial deeply disturbing conse(|iiciices 
first a lew a very lew, large comp inies are 
with this laciliiv being conlciied an 
advantage over their iiv.ils Reliance 
Industries get then working v ipiial al sav 
6 8 per cent mli-iesi What do then rivals 
and com|)ctilors have to pay ’ Flic woid m 
themaikel islh.il 17 pcrceni isihc minimum 
that a huge corpoialc entity has to pay lo 
Iheb.inkinesecloi loi woikingc.ipii lU rcdil 
I 01 small units Ihc going iflle ol iiucicsi is 
2? pc I c ent up I oi a poor handloom w eav ei 
Ol a laimei the banks would not lend at all 
and (III going laleol interest in luial Puniab 
tod iv Is 'i pci cent pel month oi 60 pc r 11 lU 
|ici annum (m lact more il yo i compound 
the monthly payments) 

So essentially i special lavoui has been 
shown to Reliance which would give this 
unit .1 shaip edge over all iis loinpetiiors 
(includingthe IP( I ) Ol course public sector 
ciiterpiise m imciuled to die out hut what 
ihout olhci piiv ite sector companies that 
hive to compete against Reliance' 

It c.in be argued that no other company 
can get the sort ol terms that Reli nice has 
got and il they can, tlicv can ilso .ipply and 
go global Mavbe But then, the government 
would then be m a dilemma hi'w many ol 
them to approve and m what amounts’ It 
pciniitied, the c onipetitors ol Reli nice might 
be able lo boitow al. say, 2 pei cent above 
l-l BOR, that wouldgive them working capital 
.11 7 8 pci cent mstc.id ol 17 per cent (as the 
going domestic rate is) So, this partial and 
selective authoiisation ol the facility to 
borrow abroad leads to (a) an absurd type 
ol discrimination as between diflercnt units 
III the piiv.ite sector and (b) as a result, it 
Opens up enormous opportunities for rent 


seeking’ by these who are reiponstble loi 
accoidmgsuchappiovals Inluct.lhefindncc 
iniiiisier pci sonallvhastoapprove each single 
borrower as w el I as the ainoimt he can borrow 
r his “rent seeking" need not be for personal 
bcnelit boi example Reliance may be asked 
to covertly Imance a large part ol the election 
expenses ol the Congress Party (headed by 
Narasimha Rao) m the general elections 
which could be just eight months away 

Fortunately, Ihc Indain masses have proved 
repeatedly that money alone docs not win 
elections Nevertheless, the 'rent seeking’ 
opportunities are obvious, anck the great 
voiaties of the present policies need to note 
that such policies are illiberal in the extreme 
I iber.ihsatioii in the true sense amounts to 
the abolition ol all discieiionary controls 
Indeed that was the centrepiece ol the 
rccommeiidations ol the Committee on 
Controls and Subsidies way back in 1979 
(The pieseiit wtitei happened to be ineiabcr 
sec retai y ol that committee ) We now observe 
that we .ire passing on liom one ivpe ol 
peimit ia| to anothei uind moie lucialivc) 
Ivpe And the l.icl remains that the media, 
thelmancialmedia aicg.iga<iboiitthesuccess 
olthepolicvol globalisation ol which this 
successful boi row mg is prool The sad truth 
howcvei, IS th.ll we have introduced m eia 
ol cnoimous lavoiiis to be conlciied on a 
lew panics in the name otcccmomic ictorni/ 
glob.ilis.iiion \nd since the public enter 
prises aic im.ihli loi obvious reasons lo 
liiiancecicctions suchl ivouisniiisiiic'cessanlv 
tie conleiicd only on those priv iie entcipnscs 
that are able to help Imance Narasimha R.io 
(not even the ( oiigrcss Party winch is now 
deeply divided) 

there IS a second deeply distuibmg 
consequence ol such .i polic y 1 o Ihe exit nl 
that the mllow ol such capil.il would me lease 
money supply the Reseive Bank ol India 
would need to el.imp down further on 
donicsiie cicdil polii V In olhei woids it is 
not .IS if the .idvanl.ige of those allowed to 
boiiow abroad remains the dilferente 
between the r.ite ol inleics* abroad and the 
current rale ol intciesi m India The rate ol 
inteiesi m India may h.ive lo be pushed up 
(in the name of coiitiollmg inflation), and 
indeed even the total credit supply curbed, 
if necessary through other means In tact, 
the domestic rale of interest has alt eady been 
hiked, and who knows what Ihe RBf would 
do when the ’busy season’ is on us m 
another four months Wc have an efficient 
monetarist Reserve Bank governor But, like 
Don Quixote, he IS stiikmgal windmills He 
IS attempting to shape monetary policy to 
makeup fora weak liscal policy loi achieving 
macro-balance which should be attempted 
ihiough fiscal policy But this, unfortunately. 

>s the IMFAVB credo Monetary policy must 
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help to «dbf«v« t t>d«te(i betweMlt«^ 
demand and supply. 

Let us face it. Industrial output in India 
if) currently surging ahead, the latest growth 
rate in the index of industrial production 
being tuted to be 9.8 pa cent. With reason¬ 
able growth in agricultural production - 
note the mounting stocks of fo^grains with 
the PCI, and exports of both cereals and 
sugar by India lately - we still have an 
inflation rate of 8.5 to 9 per cent. (And, since 
the ‘preliminary’ tigures are known to under¬ 
estimate inflation by 1 per cent or so. the 
inference is that we are still having an inflation 
rate close to double digit figures.) 

We set aside the totally one-sided ‘financial 
reform’ which leaves out in the cold the credit 
requirements of the vast majority of the produ¬ 
cers in India. That is part of the policy package 
introduced since July 1991. But the trouble is 
that monetary policy is today imbued with 
iundamentally wrong monetarist theories. 

It is to this general issue that we must new 
turn our attention, because the implications 
of this policy go very deep, and are part of 
the malaise that now afilicts our fiscal system. 

Implications of ‘Monftarism’ 

AND rHE Rate of iNTPJiES-r 

In the 1980s, the Sukhamoy Chakravarty 
committee recommended that government 
borrowing from the Rc.serve Bank of India 
should be gradually converted to the ‘ market 
rate of interest'. The idea, at that point, was 
that this would discourage the governmeili 
of India from having an open-ended facility for 
reserve money creation for its expenditures. 
However, instead of setting limits to such 
deficit financing’, Sukhamoy Chakravarty 
was persuaded that ihc government was not 
entitled to an ‘interest subsidy' at the cost 
of the banking .sector, because, between the 
Cash Reserve Ratio (CRR) and the Statutory 
Liquidity Ratio (SLR), the banks were required 
to lend a high percentage of their deposits to 
the government (so as to be able to hold 
government securities to meet the CRR and 
SLR requirements). 

So far so good; and the argument has 
validity. At this juncture, enter the World 
Bank/IMP with their monetarist persuasion. 
In a (capital short) developing economy, the 
rate of interest must be pegged high, 
ostensibly to promote labour-intensive 
invesunents. Experience shows that nothing of 
that son happens anywhere; certainly, Indian 
experience belies this thesis. In fact, all that 
happens as a result of such upthinking 
monetarism is that investments for agricultural 
improvements, credit for small industries, for 
the arti.san, the handloom weaver, et al, dry up. 

The WB/IMF advice and pressure have 
led, over time, to a gradual raising of the 
rate of interest iri this country. After the 
payments crisis of the summer of 1991, this 
became a part of the ‘conditionalities' of the 
international bail-out of the government of 


iMHt (torn tin impending paytnents criaii. 
Indian policy-makers do not believe in 
relying on empirical data for formulating 
policies; all policies are cobbled together 
either on the basis of pressures (from diverse, 
important vested interests) or the downright 
compulsions of IMF/WB conditionalities. 

Let us not go into all the conditionalities; 
again, that isaseparateissue. A majorelement 
ofIMF/WB philosophy is ‘monetarism’; but 
the sad (and mistaken) belief of the 
monetarists is that interest rates are the best 
mediator of an equilibrium between 
aggregate demand and aggregate supply. 
Experience to the contrary of country after 
developing country is of no avail; textbooks 
on economics (written in the context of the 
industrially developed countries) say so. And 
even though Keynes exploded that myth even 
for developed countnes as far back as 1936, 
did not the adoption of Keynesian policies by 
many developed country governments in the 
1970s lead to ‘stagflation’ ? Hence theemcrgcnce 
andsupremacy of the monetarist philosophy 
of the latter day disciples of Milton Friedman. 
The net outcome is a gradual raising of the 
rate of interest. In India, the Bank Rate was 
4 per cent in 1960-61 We need not go into 
the long tortuous history of the Bank Rate 
in India; suffice it to mention here that in 
1980-81 the Bank Rate was 9 per cent; it 
was raised to 10 per cent in 1985 -86 and 
to 12 per cent in 1991-92, the latter as part 
of the economic reform package. There have 
been diverse changes in the ‘presenbed’ 
lending rates by commercial banks; and very 
recently, even IDBI lending rates have gone 
up (effectively) to 17 per cent, while short¬ 
term loans (for working capital) are, as stated 
earlier, available ai varying rates of interest. 
l.eaveoutthe very small concessional lending 
at 4 per cent, the bulk of producers today 
have to pay interest rates varying from 17 
per cent to 22 per cent; the effective rate of 
interest from the indigenous moneylender is 
60 per cent. 

Forget the impact on the producers (and 
exporters who have to compete with 
producers abroad). What is the net impact 
of these policies on the fisc? According to 
reliable information - which, regrettably, i.s 
never made public - the average rate of 
interest on government of India borrowings 
has gone up (over the past few years) from 
some 6 per cent to 9.5 per cent. 

Has the above monetarist policy helped 
to check government fiscal irresponsibility? 
The fact that government borrowing from 
the RBI is now at market rates of interest, 
tempts the government to borrow directly 
from the market. So, the internal public debt 
is going up by leaps and bounds, and so is 
interest payable on public debt, which is a 
‘committed expenditure’. 

Let us now go into the matter a little 
carefully. The total debt of India, as of 
March 31,1994 is stated to be Rs 4,71,619 


crore (Mtumlng PakiiUR't IMrility of Ri 
300 crore to be accepted by that country). 
If we take out the rupee value (as stated) of 
external debt, the total comes down to Ri 
4,25,727 crore. This includes small savings 
loans, provident fund liabilities, etc.) We do 
not deduct capital investments - for which 
returns would be independent of the rate of 
interest payable on the loans incurred - but 
we could think of deducting the ‘loans and 
advances’ (by and large to the states) made 
by the centre, because the interest thereon 
(paid by the centre) would be offset by 
interest received from the states. So, we may 
deduct another Rs 1.49,435 crore, and we 
get an outstanding liability of Rs 2,76,292 
crore (as on March .31. 1994) 

Now, if the average interest rate goes up 
from 6 per cent to 9.5 per cent, the addi¬ 
tional interest payment liability on this 
account would be Rs 9,670 crore. For a GNP 
(at market price) of Rs 6,95,342 crore in 
1993-94, this amount is 1.4 per cent of the 
GNP. 

In fact, we should not rule out the loans 
and advances to the states, since (heir interest 
payment liability adds to the overall deficit 
(for the country as a whole). For the full 
amount of Rs 4,25,727 crore of internal 
public debt, the additional interest payment 
liability resulting from an increase in the 
average rate of government borrowing from 
6 per cent to 9 5 per cent works out to be 
2.4 per cent of the GNP in 1993-94. 

A large part of the fiscal malaise in India, 
therefore, stems from the ‘monetarist’ 
policies followed (in terms of steadily 
increasing the rate of interest to absurd levels). 
As per the budget for 1995-96, the gross 
interest payment is a whopping R.s 52,000 
crore against expected revenue receipts of 
Rs 1,00,787 crore - as much as S1.2 pei cent 
of the revenue receipts. This last statistic 
should make us sit up and consider where 
we arc heading. 

And since interest incomes are essentially 
(or at least largely) of the nature of ‘rentier 
incomes’, the monetarist policies of the 
government of India may be stated to have 
fostered and encouraged such ‘rentier 
incomes’. Indeed, diverse other policies also 
indicate the same. 

So apart from hampering production 
activity and making our exports less 
competitive, the pursuit of monetarism has 
gradually led to exactly the opposite of the 
result sought to be achieved. Instead of 
narrowing the fiscal deficit, it has in fact 
widened it. 

But then, the financial destinies of this 
country are being decided uniquely by a few 
economi.sLs of international repute. The moral 
of the story is; if you want to be an inter¬ 
nationally famous economist, you have to 
be a ‘monetarist’. That the consequences (to* 
the country) may be disastrous, is of course 
another matter. 
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COMMENTARY 


Water Crisis in Earthquake-Affected 
Areas of Marathwada 

G K Bhat 
Arotnar Revi 

Water should have been a primary consideration while planning the 
redevelopment of the earthquake-hit region in Marathwada given that 
water crises are annual occurrences. Instead emphasis was given 
only to 'seismic' considerations in the rehabilitation programme This 
has inevitably led to a water scarcity which is likely to get worse 


DRINKING water scarcity is becoming 
increasingly widespread in many parts of 
India, in spite of the achievements ol the 
Water Technology Mission This is due to 
an increase in population pressure on an 
already scarce resource, along with gross 
access disparities heightened by retrograde 
stale level ‘public’ policies and technologies 
that aid the resource-rich Is ihe drinking 
water scarcity in Marathwada earthquake- 
induced'' 

The Marathwadaearthquakc of September 
30, 1993, of 6 4 magnitude on the Richter 
scale, was a shallow focus earthquake with 
Its instrumental epicenter on the border of 
the Osmanabad and Latur districts of 
Maharashtra The impact of this disaster was 
pnmanly borne by a relatively small area, 
but the intensity of damage was high with 
official reports of over 8,000 killed and 
about 14,000 injured The loss of cattle was 
also high in some areas (sec TARlJ's Mcr/fin 
Plan for Reconslruciion in Eanhquake 
Afffcied Region of Mahaia^htra, 1993 and 
TISS 5«rvfi of People Afjeited hy 
Eanhquake in Lalui and Osmanabad 
Disirtcis, 1993) 

The relict programme of the Maharashtra 
government ef tecti vely contatned the spread 
of water-borne diseases that usually follow 
a major disaster This was done by 
comprehensive chlonnation ot open wells 
and the dnilingotanumberof deep borewells 
near the sites ol emergency settlements 'Ihis 
level ot cxtiaordinary’ efficiency of the 
Public Health Emergency Department 
(PHED) and other departments slowly faded 
atewmonihsaflerthedisaster Thesituation 
in 1995 IS that serious drinking water 
availability and contamination problems are 
being experienced in the area affecting over 
I 5 lakh people ^ 

Marathwada nas been a chroffcally 
drought prone area, but future drinking water 
needs were not cntically evaluated in the 
Rs 1,100 croie World Bank supported 
relocation and rehabilitation programme 
The criticality ot water availabiitty in site 


selection tor relocation, and technology 
choice was highlighted just after the 
earthquake in the TARU Aciion Plan for 
Reconstruction in Earthquake-Affected 
Region of Maharashtra, 1993 During 
subsequent longitudinal studies of the 
MEERP and interaction with local groups, 
It became apparent that water had tndeed 
emerged as one ot the main constraints in 
the rehabilitation process (sec Samarthan’s 
Maiathwada Earthquake Rehabilitation 
Status Report, Bombay 1994, TARU s 
Marathwada Earthquake Rehabilitation 
A Year Later Delhi. 1994, TARU’s 
Planned Qisastei Monitoring Earthquake 
Rehahiliiation in Marathwada Delhi, 1995) 

The competing demands lor water for 
irrigation cattle and dnnking has severely 
constrained construction in cement concrete 
the dominant material being used there I his 
IS now cited by the state government as an 
important factor m the delay m meeting 
targets by the MEERP This however, 
detracts liom the fundamental issue the 
increased vulnerability ol the earthquake 
affected population due to ‘policy’ and 
‘technology’ induced water scarcity This 
has increased community dependence on 
government support and subsidies as their 
asset base has either been wiped out or 
depleted during and after the earthquake 
'This IS m clear contradiction of stated public 
policy 

Over the last lour years, Marathwada has 
suffered Irom lower than normal rainfall (of 
roughly 800 mm) At the same time, intensive 
drilling and giounc^waler withdrawal for 
agriculture, especially sugarcane, has resulted 
m the drying up of many dnnking water 
sources like handpump based borewells 
These two factors have been responsible for 
the drought’ m this region 

Ground Wafer Pouncs 

Expanding Ihe area under sugarcane for 
sugar factories m this low rainfall region 
seems to be an ill conceived idea The much 


hoped foi suifiice iirigation from Makni 
dam also seems to be .i mirage especially 
with laigcdemands loruiban dunking water 
fiom the dam apart liom nearly 50- 60 
relocation villages witli a human population 
ot moieihnn 1,25 000 .ind bos me population 
ol roughly 60,000 This results in a 
conservative annual demand ot moic than 
150 ha m toi drinking and domestic 
consumption alone in the coie aiea 
Ground walci polilits has ilso icd to the 
formation ol an inleresi gioup which 
benefits liom giound waiei development 
activities’ lather than bene! itiflg the intended 
beneficial les, the Inrgei wommunities It is 
not a contradiction in the region to see a 
village which has gieen sugarcane fields 
extending to the hori/on suflcnng fiom a 
drinking waiei shortage with manv 
communities cairying more than 20 tonnes 
of water a day On the other hand taiikci 
watei supply has become so regular to some 
villages that they aiec tiled tankcrvilhges 
Even when watei is available ncai a \ ill ige 
distant souices are utilised to idd value 
to watei by tiinspoit ( Giowing Agony 
Drought Stalks Mahii.ishira R 
Padmanabhan bionihm June 16 1995) 
Duringthis pi occss ol ii .mspoit and handling, 
bactciial contaminttion occurs which can 
cause seveie outbicaks ol waterborne 
diseases (Piadeep Kumar s The Uttarkashi 
Eanhquake A Health Perspective, 
Bhiincint \hwiiii Mcihila Ashram Tehri 
Gaibwal 1095) More thin 70 pei cent ol 
Ihe villages with popiil ition ol mote than 

500 households had ovcihead tank based 
water supply systems belore the earthquake 
They were supposed to feed household laps 
but most wcic non-opciational due to a host 
ol icasons vaiying liom unrepaired pumps 
dried boiewclls and pumps lilted at too 
shallow a depth 

Almost all ot Latur and Osmanabad 
districts lie in gently undulating terrain A 
few laieiitc topped hills aie seen in the 
eastern sectoi (Ausii and Nilanga blocks) 
The bLrtk cotton soil tilled valleys 
hive giouiuiwatci undci both waieriable 
and confined conditions Ihe shallow 
groundwatci table was traditionally 
exploited by dug wells fitted with electrical 
pumpseis langing in depth ot less than 5 m 
to 15 m 

The main crops grown in this area are 
millets oilseeds, pulses and sugarcane 
Even though this area is pcipetually short 
ot watei duiing summer water intensive 
sugarcane lanning ha^ become a practice, 
especially near the Khillari sugar factory 
(TARU. ASAG and YUVA’s, Baseline 

501 lo-Ec onomic and Participatory Design 
I \iitt\e in Eaiihquakc Affected Areas of 
Mahaiashtia, 1994) 
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Wherever water is available from 
borewetls, farmers opt for low labour 
intensive sugarcane farming. Even where 
water availability is not certain, sugarcane 
IS grown. This practice has resulted in 
considerable loss of sugarcane during 
rainfall deficit periods when irrigation is 
not available. The need for large amounts 
of green biomass to feed cattle may be 
responsible for this sugarcane preference, 
apart from economic returns. Better 
managed sugarcane fields yield up to 40 
metric tonnes of biomass per ha while even 
failed crops produce more than six tonnes 
of biomass per ha. Since sugarcane 
productivity is almost totally dependent on 
groundwater availability, depletion of 
‘common property' stocks is the easiest 
route to profit with this quite remunerative 
crop. 

The cropping pattern in Marathwada has 
shifted from rainfed coarse cereals (mainly 
millets and pulses) until the 1970s to 
sugarcane in the 1980s. The failure of 
borewells prompted people to grow more 
remunerative and less water demanding oil 
seed crops l(ke sunflower. Grape cultivation 
is now gaining popularity due to its high 
returns and low water consumption. Grapes 
take around three years for the first yield 
and initial investment in land development 
and water management is high. Therefore, 
these crops are restricted to medium and 
large farmers who can afford to invest in 
a crop with a three year gestation period 
and who have an assured source of 
irrigation. Grapes need reliable but smaller 
amounts of water than sugarcane. Borewells 
are the main source of irngation for this 
crop, 

Pnor to the earthquake, sunflower was 
commonly grown mainly on the uplands. 
This crop is low in water demand and 
matures in around four months. Two to 
three irrigations during critical periods can 
make sunflower mature well. Nevertheless, 
in 199S, large areas of this crop have failed 
due to a lack of sufficient moisture. 

Water Scarcity and Conflicts 

Prior to 19S0 the Latur-Osmanabad 
region was mostly under rainfed food crops. 
The main water sources were rivers and 
shallow wells, from which a small amount 
of cultivated area could be irrigated. At 
present, limited evidence of these structures 
is seen, a few old wells with pulleys to draw 
water and tanks for cattle. 

Since the 1960$ considerable in vestments^ 
have been made in water management in 
the region. M^or investments have gone 
into surface water management through 
small dams and canal systems. The Makni 
dam is the only medium-scale dam in this 
region. Along with surface water resource 
development, sugarcane cultivation was 


encouraged on a large scale. Setting up 
of the Khillari Sugar Factory to process 
sugarcane was one such move. As the 
Makni dam command area development 
could not fully satisfy the needs of the 
sugar factory, the cultivation of sugarcane 
through ground water resources was begun. 
The Makni dam and the sugar factory seem 
to have triggered the higher dependency 
on ground water for irrigation. 

Surface water resources developed in the 
region are not utilised efficiently. Even 
the Makni dam command area is yet to be 
adequately developed. Political forces have 
influenced the use of surface water in a 
sub-optimal manner. The irrigation needs 
of the actual command areas are neglected. 
Pumping from the dam has been used to 
satisfy urban demand and sugarcane 
growers. This will eventually have a serious 
impact in the region, especially on those 
depending on the dam for drinking water. 
Conservation of water through cost- 
effective means is critical to meet the 
agriculture and drinking water needs of the 
region without serious conflict. Some of 
the dams built for irrigation are now 
extensively used for providing drinking 
water to urban areas. Conflicts are likely 
to arise in the not-too-distant future between 
farmers and urban users. 

With the lowering of the water table on 
a large scale, especially in the valley areas 
surrounding the villages, the further 
deepening of existing borewells and the 
drilling of new deep borewells is only 
going to aggravate the problem of water 
scarcity, especially in low rainfall years. 

Borewells were introduced in the early 
1980s, but most extensively during the 
1990s. They extract water from depths as 
great as I SO m This technology has been 
largely responsible for the drying up of 
aquifers, especially when coupled with 
submersible pumpsets to $upply the high 
water demanding crops like sugarcane. 

In the late 1970s, the introduction of 
pneumatic rigs resulted in farmers opting 
for borewells and changing the cropping 
pattern from dryland rainfed crops to 
sugarcane, especially in the river valley 
areas. Deep wells and electrical pumpsets 
introduced earlier became redundant after 
the borewell-submersible pump technology 
was introduced into the region. Springs 
and shallow watertable dependent sources 


usually dried up due to rapid water 
extraction by these new technologies At 
present even borewells are drying up at 
an alaiming laic, lesulting in widespread 
water shortages 

The farmer owned borewells are at least 
four to fi ve times the number of government 
owned irrigation (drinking water) 
borewells. Farmers have developed a cost- 
effective. though short term, means of water 
exploration. Wherever they find a 
government (drinking-water) borewell with 
a high yield, irrigation borewells are drilled 
in the neighborhood. This 'competition' 
often results in the loss of yield in many 
drinking water wells. The 'common-sense' 
rules of safe distance from existing 
borewells are not practised in most cases, 

Priortolheearthqiiake, borewells in upland 
areas were not common as they were situated 
at considerable distances from most 
settlements The formation of temporary 
settlements and the government's programme 
of relocation of core villages to upland areas 
with shallow bed rock has resulted in the 
drilling of new borewells to meet drinking 
water and construction needs. Immediately 
after the earthquake, nearly 40 borewells 
were drilled overii 10-day period to provide 
drinking water to the temporary settlements. 
Most of those wells have yielded much more 
water than borewells in the already 
overexploited valley areas. 

The government has also resorted to 
drilling deep borewells, up from the earlier 
90 m to nearly 200 m. The continuous race 
between drilling and pumping technology 
and groundwater levels is likely to result in 
increased shoiiage.s in the near future as 
natu ral recharge may be 1 0 w I n deep aqui fers. 

The othei constraint is the design of the 
UNICEF Mark 11 handpump This can only 


Table 2. Households rtn Handpump Usfd vs 
Waier Quality 

(Percent) 


Households 
per Handpump 

Water Oualitv 

Not 

Contaminated 

Contaminated 

<100 

68 

.23 

100-200 

14 

86 

Only Subiner- 



sible pumps 


100 

Total 

23 

77 


Source TARU Primary Sludy, 

Sninple base = IA villages. 


Tabi 11. Household Water DEnrir across Size of Settlement (199.S) 

(Per cent) 


Village Size 

Number of Households 

Daily Household Water Deficit (lures) 

Nil 

<= 100 

100-2(X) 

Total 

<400 

56 

II 

23 

100 

400-600 

20 

60 

20 

too 

>600 


50 

50 

100 

Grand Total 

38 

31 

21 

100 


Source: TARU Pnmary Study; Sample base = 17 villages 
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tap water from depths of around 30 m in 
field conditions Many 90 m deep wells 
which are fitted with ihcse pumps ue hentc 
unable to provide a continuous supply ot 
water Long qo‘*ues can be seen m Iront 
of these intermittcni hand puiniis It is not 
economical to lit submersible pumpscis in 
these wells unlcsa the yicMs arc more than 
around 2,^00 It per hour A few hand 
pumps capable of drawing water Irom 
deeper levels are being tried out but the 
government of Mahaiashfra (OoM) 
maintenanre crew complained ol greater 
effort requited to operate them Two people 
are needed to operate these hand pumps 

Maharashtra passed the Ground Water 
Bill (1994) which contiols the exploitation 
ol ground watei resources, but ii has not 
been enforced in the state Since the 
earthquake (as in the periods preceding il) 
there has been uniestru ted exploitation ol 
ground water and more than 1,0()0 new 
borewells have been drilled bv the 
government for farmers 

Covetnmeni Poluy Most villages with 
a population ol moie than l,l)()0 persons 
were already i oveied by piped w aier supply 
schemes before the earthquake In these 
settlements, about 60 per lenl ol the 
connections were by private waiei laps 
However, since then walei souKes have 
dried up about 90 per lenl ol overhead 
tanks are dry lor more than nine months 
of the year Large investments in water 
supply infrastructure have now become 
redundant Villages where water 
consumption had leachcd more than 40 It 
pet capita per day (iped) bear tin brum ol 
water shortages 

111 most villages with piped supply people 
have to depend on either handpumps oi on 
tankers Long queues with w uiing periods 
ol more than eight hours have lesultcd in 
wasiagc ol considerable amouni ol human 
energy lo ij)ect basic water needs Lven in 
villages surrounded by green sugauane 
fields, drinking water has to be tiansportc d 
from distances ot mote than I kin 

Tanker suppl now covers moii Ih.in 
ISO villagis in ihc area Trucks iie hiied 
on coniiai t at aionnd Rs IS (K)Opei momh 
plus fuel costs ol Ks 2 2S pen km Hoic 
welb aie acquiicd bv the Bovcnnnienl on 
the lec ommcndalion ol the paiuh ivai iiid 
sanclioninp by the disiiict coller lor I he 
borcwcll owner is paid Rs SO per day 
which IS now being increased lo Rs 100 
per day 

The lankci business is quite le’iminei 
aliye as .1 considerable poinoii ol be at well 
owneis also own tankers 1 inkers tie 
lypie ally old trucks titled wiiti plastic tanks 
T he trucks arc usually veiy old and pooily 
maintained Hicakdovvns ainl punctures ol 
old Ivies couimonlv disrupt the waiei 
supply The demand lor tankci supply 


seems to be made by local Tniercst groups’ 
who are likely to benefit liom tanker 
contracts Vi'lage panchayals which are 
uoially conionl’d by people with laigei 
Ian 1 hohimge iiid means iie d'O more 
likely lo own more be'rewei's 

Reeipte!U< 11 linker v aiei eiOon' omplain 
ol non aviilabilil^ of w eiei due lo 
breakdowns loi more than 1 dav laiiKs 
leak and ■ pill all a'ong the rimu 11 d at least 
300-4(X' It aft lo t out of the total of 6,000 
It during iriiisporl There s'-emis to be no 
niechau) m 10 mnmior the s tpi'lv ol' ml er 
waiei and iiein'im itc legmiiity in the 
region Tigh'> loi waiei iiiu' i 'iniabli 
battle lor s'lpiemae y over'll tankers is 1 
I ommon ■•ight ii the aiei 

Tatiker supiilv lomracts ‘ m "(ten he' 
moie lefiriiiie' 1 e* ind loss n-k piot'e than 
sugaic me e uiliv tiion f)v,r siv iionlhsa 
tim k/borevvi d water i onli 1 i c in letch a 
minimum o* Rs I 00,000 with investment 
ol around ks I 40 OOO or ' neaily per 
leni rcci\ei> (‘institui oriai co%t, paiiK 
imiucled' Ihc iraiispeso disl iin c' ranne 
Irom 4 km to 9 km Tiuck owners pu fe-i 
lo draw vvjl>’r from lone d 0 iiiccs is il 
provides Ki liiioi'al incomes .Novethcid 
costs Thin .lie c JSC's wl I Ii !e'i il sou e es 
have been ol leied but nv n d d ml seuiri c s 
vvete ho e 11 loi v uci ^uppl' 

\rrl R f-ABTlIOi \K. 

Lven Ihi ugh then vc -re itiain repoOs bv 
111,* p'c ss .111J N(iOs ol the divine ol wells 
ind bmewcUs dk 1 thecailhqn ike no loi e 
term itkels o' d.vimi up 01 mirc.i'ing 
eic'Icl mwelK e c ms lo h ivi oce uireeJ A 
tow e Cl s h ivc. hi ■ Il e on'I'll niiv u polled 
I I have dll d U() cspeiiilK ne'ii Kliill.iri 
A)i irl lioi I this there iie 10 subsi.mli d 
lepi'rts ii e udiiiL changes m w iter level 01 
jicid' due to the catlhqu.dc Ihicl.iyslo 
test die iheorv that the p'e'ccni dioiipiii 
IS due k the eiilhepiale < 1 iistiin lion 
lellill) 1 1 ' iic'vc'llhe le s^ siilUiid 

I onsidei il'lv in Ihc eou nea iie.iv 
be'e au'e ot compclini; dem ind leu d'^mkine 
and w.isl mg and the laieeamouiii' that ate 
roe,daily leqeiired loi eiring con. t, it 
slructuie s 

I he most serum imp ict ol llic .thqu.ikc 
has bi cii die deciiioii le' leU'c lie over “iO 
si'ltleimnis in 'he cm d.imagc aiea 

hrihil'iiKiti't \< hint Phut for Pttscii-, 

\ ! ifu! 4 i i/KMi/rmi I aithquakc 
Reh ibil I iiion (cll ti iveinmc'iit ot 
M.ih IIasliii 1 l'i 94 ) igainst the 

iiitcin ition illy I V- [Oed cxperieiue* ol in 
situ lec mcliiMion tsce Aiomai Kevi A 
( 0/ /’/Ol < re fttitl 

Aci/leV I Hk liu lU III Pi' I I iittliiiuiili 
R< hiP’iltUilii'ii III I'ulut lAKt I 995 j Thu 
has nol (inly nu nit ihc lossol waiei soure es 
and waiei supply inir ismn luie but 


unsustninably high population prewurcs 
on souiccs on iie’v si'es In cHcct. ihiv has 
promoted t e nceniiation ol po|Hdjlioiis 
aim,lid ,it iiiucinres lalht" than dispcisal 
a'ound sustain ihlc soeiiees ol w net 
\ dm kii n vv.iiei 'iii ,e> vv is 1 ontlndcd 
by I Ms' lo suieiy the w iiti ens's m detail 
m M a iiiiw,,elj In /Xpril .May i99.S, watci 
avuilabiliiy .iiiel .vatcr rjuaiity were 
cx.in m.,di' 17 vudv viP.iae s spieadacross 
l.ai'ii iiie'O 111m ibacldiStuds iiid'illagcs 
ol ill (e nth ]u 4 el (I nil ge calc'oiics \n 
oulliiu me ( o 111 me ev s lued to e'licil 
mhiini '1 11 on nidme watci eoiiditions, 
well' I ii linitwili' 111 iiiL village area 
I'xudi I'suiiiei 1 Id inkmc w.ngr and water 
supply ihioi liii'iliis rh'* demand lot 
rion’cs'i It kmew.iie' w IS estimated based 
one* 11' i[ In 'iilomi ilion(locallvc*lidted 
10,s ( Ik Ud wilh f e'i'siis 1991 data) and 
anim.'i popiil ilioio As i 'piel survey 
tee hmqiics wen iissci, wa'ii use esiiiri'ies 
only piovuli .leciiiiiv 11 T do luirs pci day 
tKlpdi levd I dll I'mii me' igi'i , ol 
con'imij 111 n 11 e cl mud An itle iinl was 
HI ic'e 'Ov.limite ,v n I in pent by v.iiious 
me 1 isI mgm ' liom h idloids tmlloe k earls, 
hi i(li ui ' iiie la 1 I '1 iiisiHiil by (C'e'ps 
.It'd ' uiK I Ol ii' I 1 mile 11 >in vv.iier 
s( ii c Sills II *y 'tl'iiieu w I I'eilormcd 
'iisii nil nil u 1'\^ ! K / I I il iidsionsile 
\\ III I 'ell It a I estimneel loi cjeh ol 

ih so p'e m|i ig,'s based on average 
hoei'dio'd si/i ol live people and 40 Ipid 
consui'ipi 11 Pin leonscivativeesliniatc 
eonsiclein ilie ive I'l'livcsioi k population 
peril' sihold I mni tl mill ihL I) flic 

d I I ineli it s I u ll d’lu 11 1 ise w ilh 

the s I I (lu Mil \lll I'gi .dll’'s 
( sboq hoi' e I ( k I 1 c \ 1 (h '1 ll W III 

so |)ei (e. ll ol dll 'll I Ik non ih m 100 

Il/hoiui liolel 'ill ll li'millcilli esf'TOO 
hi'iis I He' I “'tl I si sent ol \dl "cs lei not 
lice ms loiikc Ne .irly 62 pd cent ol all 
sni|l( .d'lnestiee 1 vv.net shortage This 
ll 111 l( spi e'lirgc mvc'simenlsmdrinking 
w ik I iipply sysU'ii’s, IS .isioiind iia 
P m\' ved I / mIi k’Cs h.id .1 tot il ol 
an ' lul ‘s nOO lums h il'Is B ui d oil the daia 
eollcekd die minbci ol'loincholds which 
h.id to leixii'i eillui ski tinkcis or other 
wells iiiisiele the settlement was estimated 
The bulk IS7 pei eentlol the households 
c'l pell I on so lues oiiiside the settlement 
loi w ltd dm ot the total dependent 
ho I e holds 4"; |ii-i 11 lit ol sue h households 
jic liomlai Cl vdl.ig's(>600households), 
|7p eellt lie lleim m'dliim Si/C'el villages 
(400 600 ho'iseiiohl I ind 1 h pei cent arc 
tioni mill vilhtcs Phis also indicaiesS 
that in ill Ihc 1 iigc villages all households 
h.ivelodcpem'oncMi iiial sonrccsol water 
lienee tliev 'lunid be given piioiity in 
aiiv I slim e miLivemions It may also be 
me 1'1 iie'd th il most laijt villsiee" have 
lip biscsl iiverhe.iil lank b isi d water 
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disuibution kystcms Mo&t of thest' ate not 
operational, (hcieb) exposing their 
populations to the risk ot watei-horne 
diseases 

Most large villages vs ere provided with 
pijwd water supply with ovcihoiul (.inks 
before the earthquake Malt the sample 
villages, have oveihcad ranks and piped 
watci supply Whereas all the villages with 
more than 6(X) households nave sueh sy aeins, 
HO per tciU ot the villages with 400 000 
households have piped w.itei supply 
However, most ol these pqitd sysuiris (90 
pereentt arc not opii.ilional and the lesl ate 
providing water lor l^ niiruiics to 1 hour/ 
day 1 ong queues ol pots iic seen in (loni 
of stand posts liven though piU)tc 
household taps wen piovuled in these 
villages, none ot ths'in ate operational an.l 
water is distnbuteil ihiougli publu 
standposls Ihediyingupof watcrsoun.es 
IS the mam problem that leads lo the h.ilting 
o( supply 10 overhead tanks and private 
taps 

Haiidpnnips wen iniiodutid into this 
area m the late l‘t7()s Most ol the eailiei 
borewells were shallow antf use the 
UNIC’fF India Mark II pumps Phesc 
pumps IK I apable ot diawinp waiei Iroiii 
iieplhs less than I*! in lleiue one can sec 
tnany hand pumps with inlernuli ‘iit How 
but ilicsc boiewells iie not leallv div \ 
inemhei ot ihe S/oM m.iinton imt lien 
said dial ih'* lower head sap.iiiiv ot die 
Maik II pump IS the n.am call'e toi slio'l.iee 
ot vvatenn m.iiiv ol diesi w ells I Ik i>i 'm 
models ot India handpump siriis Ho mii 
have dlls piob'ein buiduv ,iie dittieult lo 
opciali hv one person 

The survey indie iieJ tint only pe) per 
eiiil ot Iho households were evilnsiselv 
dependent on h indpumps lor waii t suppiv 
fhe number ol households pen tijiidpuiiqi 
also mercdscs with the si/c ot the village- 
In olher words die smallei villages have 
more handpumps pei person eomp.irei' lo 
laigci villages In the ease ot shortagei the 
larger villages lake the brunt Also as die 
number ot households per handpump is 
higher in larger villages the likelihood ol 
then dryii'g up is eomparaiively higlui 
f opscqueiidv the est.ihli'hiiu ni ol a large 
numbei ol larger seldements with a liighci 
number ot households pe-i handpump e an 
result m the total collapse ot the tiandpnnip 
based drinking water suppiv system 
Submersible pumps, wlicrevei installed lot 
drinking water supply or iriigation, have 
led to the drying up ot most handpumps 
in the vicinity 

In 84 per cent of the sample villages 
more than halt ol the borewells have dried 
up However, the si/e ot the settlement by 
and large seems to determine the percentage 
of dry borewells to total normally 
operational borewells Only 25 per cent of 


the villages with less than 400 households 
have half the botewi-lls dried up In 50 per 
(ent oi villages wiili 400-600 households 
50 to 75 per tciti ol borewells have dried 
lip and m anollu-t 5i) per tent ot sample 
villages ol this gre.ip more than 75 pei cent 
ol bnicwclls havi dried up In ail villages 
wiili moir than ntio liousehnids 5() to 75 
pci tciil ot bore-wells have dried up In 
t8 pel eciii il .i| 'he villages surveyed, 
moiethan 75 pc i, mol the borewells have 
lined up the lo td jin borcwell souk c has 
iiieicavcddill’ll), Oil dmughl With.ilniosl 
.ell the open vi-lis i/i'ini' dry boicwclK 
wi ic the only I'I 1 ouir > s ol walci Ihe 
shoit.ige IS mo’! I verc in large villages 
(h in iri small v," j., s 
Boiewells ar.- th - niisst important soun e- 
ot water m moo Milages The load per 
oper.ttional boii'Vi-ll in clifteient si/es of 
villages was e.i'iiated The number of 
households pel njii-r.iiional borewell was 
laleulatcdbasedonihc villaec sui vcv The 
laiger the villi)'e- size the greater the 
niimbtr ol lion i b.uds per borewell and 
suhiiKisible piiMip In seven villages with 
more than 41)0 hi ii eholds all had more 
than 100 hou' tolds dependent on 
opeKitionalboll >i 'I riiveiilheloialwale-r 
regime this mi, lead to lurthei rapid 
■iplciion ol lli-s( svstc’ris 
I o ev iluaie -1 haiice due lo diving up ot 
il I iibiumn. Hr tddilional numbci of 
households ivhk I'I ill be disiiibuled iefo>s 
itie lein.iiimit' ’ p i lona) li.indpumps was 
eikulited I hi li A hen e loss libul aled 
will' the sizi Ol ' u s-iilcnunts indie.Ut-s 
ihai the- mi iii n idduional load is 
tiansfeirtdml.ir ,.i Mii.iges Ot ihe sampled 
villiees (i5 pel i-n'have addiiional loads 
mi'ie than , iiO) ol mote lhan 50 
himsi holds |iei , dpuinp Withaveiige- 
V'lld ol h Old) II ip ol atoufid 25 |i pei 
minute-tlpni) (i\ ’ ii opei itional period ol 
.iioiind 12 houi'I I day eai h can provide 
.iiourid IS 0001 1111 day (Ipd) This would 
meet watei ol oi lo 100 housel.olds at an 
ave-iagc i onsuiiipiion ol 40 Iped An 
addiiional load ol iiiore-than 50 households 
per boiewell wiP i uise severe slioitages 
md lesoltanl i o 'Il’i is Siueh < onlliels .ite- 
legiilar in niosi d .ge-s and then iti long 
queues ol coll non vessels in Iroiil oi 
ilmosi all handini'iips cspeiiilly in hirge 
villages 

ranker wdlei siqijily is the last re-sort The 
supply through tankers docs not ensure water 
availability and q'lality Sui vey inlornuition 
regaioling water supply by tankers indicates 
that tn small pillages (<400 households) 
only 22 per cent had (ankei based supply 
ol up to 50 It per household per day About 
4t) |)er cent ol Ihe medium si/cd vill.iges got 
i.inkei supply ot up to 50 It per households 
per day In 50 per cent ol large villages 
tanker supplied rnoie than 50 It per 


houxeholclii per day. Around 30 per cent of 
all villages received tanker water supply 

T he government installed domestic water 
systems are not able to meet the needs of 
people Therefore, people have to collect 
'Adter from private borewells and a few 
wells and dams situated up to 2 km from 
their selllements. They carry the water by 
headloads, bicycles, bullock carts and jeeps 
in some villages, a few people pump water 
tor drinking and washing into tanks at their 
farms Individuals later transport water 
liom these tanks 

T he survey indicated that carrying water 
from othci sources occupies a large part 
ot households’ time Whereas in only 44 
per cent ot smalt villages water is brought 
trom outside sources, in all the large villages 
water IS brought from outside Nearly half 
the large villages bring between 50-150 
Ipd/household Out of all sampled villages 
50 pci tent have lo depend on water from 
other souries Several richer households 
have retained a person to lariy water for 
them throughout the year at annual wage 
tales ot Rs 5 000 to Rs 6,000 depending 
upon the distance to the source and levels 
of seaicity in the village 

C'anying water by headload is the mam 
me,ins ot water transport in the region An 
'stimatc ot headloads was done and it was 
muliiplicd by ihc average distances covered 
(kgkm) I he results indicate that 44 percent 
ot all villages ait dependent on water head 
loaded liom olher sources, 13 per cent of 
ail villages aic transporting 100-200 kgkm/ 
household/day by headload' In larger villages 
theheadioad iiansport per household is higher 
than III smaller villages 

During this survey water from 16 source.s 
was sampled lor quality Two samples 
welt- from household drinking water pots 
while the lesl were i oiler ted eiiieclly trom 
borewells Wale-r quality assessment was 
undertaken with ( oliicrt test kits which 
milieau-lhe piescncc or absence of coliiorm 
arid I- coll bacu-iia 

Water quality in the region is dependent 
on many laeiors In severe water shortage 
eonditiotis, pollution by direct 
contamination occurs when people get 
clown inlo wells with very little water to 
collect whatever water (hat seeps into (he 
well gradually The water in such wells is 
exposed to coliiorm contaminaiion from 
the hands and feel ol the people getting 
down into the wells 

In most borewells the possibility ot 
contamination stemmed from poorly built 
platforms and drainage systems, and direct 
leakages ol surface water into the borewell 
wherever submersible pumps have been 
litted Contamination was caused when the 
outlet pipe leaked surrounding waste water 
In Ulka A settlement, for instance, there 
was a pool of dirty water submerging the 
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whole borewell An attempt was made to 
correlate the number of user households 
per hand pump in a given village and the 
water quality (Table 2) 

In villages with only submeisible pump 
based water supply systems contamination 
IS nearly total Wherever handpumps are 
the main source ol drinking water the 
contamination depends on ihe number of 
users Where the number ot households 
per handpump is low nearly two thirds ot 
the sources were unc ontaminated and where 
households per handpump are in the 100 
300 range 86 per cent of hand pumps were 
contaminated The highei the usage the 
higher the possibility ot damage to the 
platform and formation of sewage pool 
around the handpump 

In this region cither the handpump 
platforms and pumps were built without 
suflicient care or the expansion of the soil 
has resulted in the development of cracks 
in ihe platform As the depth to bed rock 
IS generally less than 10 m the space between 
the casing and surrounding soil can toim 
8 conduit for the movement of contaminated 
groundwater This is a serious problem 
that will have to be addressed immediately 

CONC Ll SION 

The situation in Marathwada is typical of 
the distortion that a major development 
intervention makes without adequate 
examtnation ot ground realities sustain 
ability and the commonsense ot ordinary 
people Water should have been a primary 
consideration while planning for 
redevelopment of the area as water crises 
are almost annual events Instead 
overbearing focus was given to seismic 
‘considerations' while deciding between a 
relocation and in-situ reconstruction 
strategy in the rehabilitation programme - 
this will almost certainly lead to increasing 
water scarcity The people of the area will 
pay a heavy long-term price tor this Our 
key findings arc that 

(1) The water shortage m Maiathwada 
IS largely due to the over exploitation ot 
groundwater tor irrigation (2) Theic is no 
consistent data that links the impact ot the 
earthquake to the lowering of the 
groundwater table (J) Construction actis ity 
IS seriously constrained by but not a 
primary cause ot, the water shoitagc in the 
area (4) A considerable part ot the drinking 
water supply systems installed by the 
government belorc the eatihquake has 
ceased to be functional due to the lowering 
of the groundwater table especi al I y arou nd 
settlements (5) Most handpumps hase 
either gone dry or work interiniUenlly every 
day due to lowered water table Many 
borewclls with dysfunctional handpumps 
can be made operational by using deep 


draw (> SO m) handpumps (6) Unless 
groundwater extraction is controlled, 
especially around settlements, no 
sustainable solutions are possible The 
government s water policy is yet to 
appreciate this fact and take appropnate 
iction (7) Tanker supply cannot ensure 
water availability to the vulnerable and 
needy in the given conditions It can at best 
be a stop gap measure (8) Even borewell 
water quality is poor due to faulty design 
and installation ot handpumps This is a 
high risk area for epidemics arising out ol 
water borne diseases It is difficult to 
dismlect hand pump water through 
chlonnaiion (6) It is advisable to prevent 
groundwater pollution by properly 
repairing borewell platforms and improving 
drainage around handpumps and other 
borewclls Alternative water treatment 
systems like UV sterilisation may be tested 
for efficacy (10) Any future water supply 
systems have to source their water from 
places farther off from the settlements (at 
least 500 m) to prevent pollution as well 
as to reduce chances of dryingup ol existing 
sources Strict enforcement of ground water 
rules (ot keeping sale distances) has to be 
done before any further drilling ol 
government borewclls is taken up 
Undei the current conditions ot inequity 
in land holdings differences in investment 
capacities and endowment ot water 
resources, limited technology options are 
available Euture measures must primarily 
seek to reduce the pressure on remaining 
water resources Sugarcane cultis ation has 
to be controlled and restricted to areas with 
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sufficient surface water resources This 
will have to be complemented with 
disincentives to sugarcane cultivation in 
areas where ground water has to be used 
for irrigation Less water intensive fodder 
crops like maize can be grown to substitute 
for the loss in fodder from sugarcane Low 
water consuming and high return cash 
crops like oilseeds and grapes need to be 
promoted in areas where ground water is 
available They should not be encouraged 
in a blanket manner 
Drinking water has to be given priority 
over irngation This would involve stnet 
control of over-exploitation ot ground water 
in areas of deficit An area ot at l^ast 300 
m radius around drinking water borewells 
needs to be freed of irrigation borewells 
Surface and ground water resources have 
to be developed simultaneously and should 
percolation tanks around drinking water 
borewells This would also involve shifting 
drinking water borewells into marginal land 
on the higher terrain of the villages and 
taking over at least 2 ha ot surrounding 
land tor afforestation and pei eolation tanks 
Large settlements need to be decongested 
and small hamlets of less than 600 
population size should be promoted Special 
arrangement for cattle during droughts (tor 
both water and fodder) in cattle camps will 
have to be made 

[The authors would like to thank Rupu Mukherji 
Somnath Sen C M Verma Harjit Singh and 
Martha Kirpes for their intellectual contribution 
to thisorticle They would also like to acknowledge 
the support of ASACi YUVA and TARU in 
underlying the fieldwork for this study j 
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Commencing in 1991, India has tried to implement some far-reaching 
economic reforms As a consequence it has become one of the most 
closely watched economies in the world The Journal of international 
Trade and Economic Davelopment is devoting a special issue in 1996 
on the subject of ‘Economic Reforms in India In the Ninatias'. It expects 
to produce a volume that will be of interest to policy makers and researchers 
in India and outside If you have a paper on the subject or are currently 
working on a topic which broadly fits the above general title, you are 
welcome to submit the paper to JITED Only submissions received before 
December 1995 will be considered for the special number 
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KERALA 

Destruction of Unique Ecosystem of 
Kochi Backwaters 

K M Seethi 

The Goshree Island Development Project which threatens the unique 
ecosystem of the Kochi Backwaters, is being opposed by 
environmentalists. 


THE Goshree Island Development Project 
(GID;, which has apparently got the green 
signal from the union ministry of 
environment and forests (MEF), has been 
in the news for the last few months. Details 
of the entire scheme of mega development 
project have long been shrouded in secrecy. 
It was only when some environmentalists 
and a section of the press rang the tocsin 
that the details began to pour in. 

There are those who say that people who 
oppose the development plan are really 
putting a spoke in island's wheel, thereby 
denying them a long-cherished bridge linking 
Vypeen and other islands with the mainland. 
This is perhaps the most ticklish quc.stion 
which the environmentalists have to address 
themselves. Admittedly, the demand for a 
bridge linking Vypeen to Kochi has been 
pending for several decades now, and for 
the three-lakh odd population of the islands 
(of which nearly a quarter commutes daily 
to the mainland) it is important. Nearly four 
decades ago, when Kochi was under the 
erstwhile princely rulers a scheme was 
worked out by the then publ ic works minister, 
Sahodaran Ayyappan. to construct a bridge, 
and aBritish company was almost contracted 
for the purpose but the ministry fell soon. 
The Greater Cochin Development Authority 
submitted a proposal to theuniongovernment 
for the comprehensive development of the 
islands. But the plan again fir.zled out, this 
time for want of necessary funds. Meanwhile 
the island dwellers were put in severe 
hardships for several years by not providing 
necessary water transport facilities. 

It is in this context that the Goshree project 
came into prominence by placing the long¬ 
standing demand for a bridge high on the 
agenda of the development plan. H&nce, it 
is only natural that any resistance to the 
project is likely to be interpreted as an attempt 
to keep the islanders in perpetual agony. 

In May 1994 the state government, 
through an extraordinary gazette 
notification, set up the Goshree Island 
Development Authority (GIDA) with the 
chief minister as chairman and the district 
collector of Bmakulam as secretary. Tl» 


local MI.As, MPs, presidents of different 
panchayats and other heads of departments 
constitute other members of the 
development authority. The project 
envisages the comprehensive development 
of Vypeen and other islands which should 
be carried out in three stages. In the first 
stage nearly 110 hectares of backwaters 
lying near to the Thanthonni island and 44 
hectares on the western part of the 
Mula vukad island will have to be reclaimed. 
Then, four bridges will be constructed 
linking the mainland to Thanthonni. 
Mulavukad, Vallarpadam and Vypeen 
islands, totalling more than 1.4 km, with 
13 km of approach roads. According to 
GIDA ofticials a ring road will also be 
erected on the model of the German 
autobahn to interconnect all the bridges 
and there will be marine drives here. It is 
also proposed to implement a masterplan 
for tourism development in seven 
panchayats of the islands with facilities for 
parks, golf course, etc. There is also a plan 
to develop Cherai beach as a top class 
tourist resort. 

in the .second stage two more bridges will 
be constructed - one connecting the 
Thanthonnithuruthu with the National 
Highway (NH) 17, on the noithem part, and 
another connecting it to the NH 47. This 
requires reclamation of another 90 hectares 
of backwaters from Thanthonni. In the third 
stage it is proposed to develop nearly 128 
hectares around Vallarpadam. GIDA officials 
say (hat nearly half of the land to be developed 
would be retained as open space making 
facilities for parks, golf courses, etc. The 
project estimate is to ihe tune of Rs 8,000 
million and nearly 40 percent of this amount 
will be earmarked for the first stage alone. 
GIDA has apparently made arrangements 
with the City and Industrial Development 
Corporation (CIDCO) of Maharashtra, which 
was instrumental in developing New 
Bombay, for the reclamation of the 
backwaters. 

The former district collector of 
Ernakulam who happened to be the 
secretary of GIDA took great pride in this 


mega development prefect because the 
entire scheme is ‘self-sustaining’, in the 
sense that the funds required to support the 
project would be generated from within 
and there is no need of relying on any 
external agency for aid. To put it in plain 
language the scheme involves that more 
land be reclaimed than is actually needed 
to support the bridges and this reclaimed 
land would be handed over to whom the 
construction contract has been given. The 
land for this ‘barter system' would be made 
ready by dredging the backwaters at a cost 
of Rs I million per acre and disposing of 
the ‘excess’ land for commercial purposes, 
it may be noted that the land value in Kochi 
IS skyrocketing these days and the market 
rate for the reclaimed land is estimated to 
be Rs 1 to 1.5 million percent. The project 
officials say that they can collect at least 
Rs SO million per acre after dredging. 

However, environmentalists say that the 
project is being used as a pretext by a real 
estate mafiato grab public land worth several 
thousand crores. According to M K Prasad, 
a noted environmentalist, a Bombay-based 
firm enjoying high level political patronage 
is hand-in-glovc with the real estate mafia 
active in Kochi to comer the lion's share of 
the 905 acres. 

Unique Ecosystem 

The project undoubtedly raises 
fundamental questions which have a 
significant bearing on the unique ecosystem 
of the Kochi backwaters. It would certainly 
cause immense harm to the environment 
because it is proposed to be implemented 
in a very sensitive zone - the meeting place 
of the Arabian Sea and the backwaters. Even 
if a small portion of the backwaters is 
converted into land, it would set in serious 
imbalances to the ecosystem, thereby 
adversely affecting the biodiversity of the 
backwater system and destroying an abode 
of rich marine life forms. Hus is due to 
variations in salinity content which is always 
subject to the tidal amplitude. Of the 180 
varieties of fish identified so far in the area, 
80 could survive only in the existing 
environment and their life-cycle depends 
solely on this ecosystem. 

A study by the Central Marine Fisheries 
Research Institute (CMFRI) says that the 
proposed site for the project "is a highly 
productive tropical estuary", which also acts 
as a buffer zone, and quite indispensable for 
many species of marine finfishes.cnistaccans 
and molluscs. Many euryhaline species are 
permanent residents and several migrant 
species from both fresh water and marine 
ecosystems are oftm attracted to this area. 

At least 15 species of finfishes are commonly 



preient In thit estuary as are about eight 
species of commerctaiiy important 
crustaceans represented by penaeid prawns, 
candeani and crabs The low lying swamps 
and tidal creeks dominated by patches of 
mangroves, with their high capacity for 
nutrient recycling, provide shelter to the 
young of many species of prawns and fishes 
The buckwatersystem is also a potential area 
for seed resources of live species of prawns, 
according to the CMFRI study 
Notwithstanding these tindings, the CMFRI 
came to the slap-dash conclusion that the 
reclamation of estuarine areas would not 
significantly affect the ecosystem and the 
associated biota, as “it forms a shallow 
area” It says "no vulnerable or endangered 
species inhabit at present in the area and 
there are no large-scale tisheries existing" 
Meanwhile the ‘environmental committee' 
ot the GIDA consisting ot some scientists 
of the Cochin University of Science and 
Technology (CUSAT) and the Central 
Institute of Fisheries Technology (CIFT) 
ruled out the possibility ot any serious 
imbalance to the backwater ecosystem due 
to land reclamation and other project 
activities They said that the filling up ot the 
shallow and marshy areas would not pose 
a threat to any major species The committee 
even said that "there are no endangered 
species in these areas", and claimed that the 
dredging to be earned out tor the project 
"would result m the deepening ot the area 
and increase in hydrological flow, leading 
to the better growth ot flora and fauna 
* Butthesc eminent scicntisisconveniently 
Ignored the fact that in a healthy estuary, 
shallow areas have a particular ecological 
function as the younger shnmps and fishes 
take shelter in the shallow estuarine areas 
as breeding grounds, especially during high 
tides at night They migrate to deeper areas 
as and when they grow bigger according 
to scientists at the School ot industrial 
Fisheries, CUSAT Needless to say with the 
proposed dredging in the backwaters, the 
entire manne species would go to rack and 
ruin Likewise there would he substantial 
increase in sea eiosion whuh could upsel 
Iheentirccnvironniciit inthe long run Many 
siientisis also tear thti with the 
implementation ot the project the high 
concentration ot metals, as already pointed 
out by several studies, would go up because 
ot the changes caused by (lushing rates 
GIDA’s application lor environmental 
clearance from the MEF was accompanied 
by two important ‘reports’ TheCoiysultancy 
Engineering Services (CES) was *eng,.ged 
by the authoniies to examine whether the 
project would cause any environmental 
problems TheCbS's ‘InitialEnvironmental 
Examination' rcport.along with the‘Baseline 


Report’ of the Kochi-baied CIRT provided 
'vital' data concerning the ecoiyitem of 
Kochi backwaters. These two reports have 
recommended the mega project saying that 
It would cause no harm to the environment 
The studies by the CBS and GIFT are 
distinctly biased end scientifically 
questionable TTiey took just a cursory view 
of the ecosystem by relying on short-term 
Investigations and without seeing the 
backwaters as a long-term productive system 
being subjected to conditions like tidal flow, 
sea level changes, salt water irruptions, etc. 
Sensing the danger, environmental groups 
made representations to the MEF for a 
thorough inquiry into the whole question 
By January this year, the MEF sent its 
environment assessment committee to Kochi 
to study the impact of the project on 
environment In connection with this a 
meeting was arranged attheCIFTconterence 
hall on January 28 Here, the Kerala Sastra 
Sahitya Parishad (KSSP), the Dheevara 
Sabha (DS), and the National Fishermen's 
Fomm (NFF) were givgn a chance to put 
forward their views These three 
organisations presented their arguments 
against the project in no uncertain terms 
However, the proceedings of the conference 
went in such a way as to give a clean chit 
to the scheme Prasad, who attended the 
conference and spoke on behalf of the 
KSSP says that it was a “stage-managed 
attair and the whole idea was to clear 
procedural formalities" In a note to The 
Hindu (February 1), he pointed out that 
some of the scientists with whom the 
committee had discussions privately 
informed him that the whole thing was an 
eyewash Prasad was told that GIDA had 
some 'captive' scientists who would keep 
their views secret and save its face He also 
wondered how GIDA managed to bypass 
the Coastal Zone Protection Act which 
prohibits reclamation and construction 
activities in the backwaters 
Even as reports of the Goshree project 
continued to surface, many environmentalists 
took up the question in right e.irncst. and 
two petitions were filed in the Kerala High 
Court against the project But the high court 
dismissed the petition saying that the 
petitioner (filed on behalt of the Institute of 
Social Welfare) failed to produce sufficient 
evidence to establish that the GIDA has 
actually initiated any work, as alleged 
However, the judge observed “If the 
petitioner believes that the proposed plans 
are til-advised, it is for him to create public 
opinion and campaign against the same" 
Already several environmental groups and 
organisations, notably the KSSP, NFF, DS 
and the S washraya V ypeen Sanuti have come 
down heavily against the project and 


daniMded a fair and oompreheiMlVt ittidy 
dealing with all aipeca of the ecoiyitmi 
All of them pooh-poohed the to-called 
environment impact aiieiiment study 
conducted by the CES and CIPT taying that 
their repoiti and data arequile unlntdligible, 
for they relied only on short-term sampling 
in June-July 1994, Tlie KSSP and the NFF 
said that thit was akin to "recording of the 
temperature of the earth surface at mid-night 
oron arainy day", adding thatthe assessment 
would be complete only if It it extended 
round the year. 

The en viommental groups demanded the 
setting up of a new team of uivestigation 
consisting of experts in the respective fields, 
as well as people's representatives The 
scope of the study should be extended 
beyond the usual sampling, encompassing 
factors like estuarine dynamics, tidal 
amplitude, salinity structure, iife-cycie of 
prawns and other species, manne resources, 
sedimentation, pollution, etc, of the 
backwaters The KSSP claimed that the 
information regarding these phenomena 
has been on hand since 1960s and they 
have to be brought, to light and subjected 
to thorough public scrutiny and debate 
The KSSP IS also opposed to mobilising 
funds tor the project by selling off the 
reclaimed land in the backwaters It 
demanded that alternative sources of funds 
be explored, besides augmenting the 
existing water transport facilities 

Needless to point out, the project will 
render thousands of ftshworkers who eke 
out their livelihood by depending on the 
manne resources of the region jobless The 
secretary of GIDA, on the other hand, claimed 
that the project would provide direct 
employment to I 5 lakh people when the 
first stage is completed For that they have 
plans to propel tourism as one of the major 
industnes in the islands In other words, the 
three-lakh island dwellers have to mortgage 
their culture for the sake of a debilitating 
development plan The islanders who have 
been longing to have a bndge must realise 
that It IS being used as a bargaining card for 
higher stakes 

The apprehensions ot the people about the 
project are, no doubt, well-founded given 
the experience in Kuttanad which has under¬ 
gone tremendous transformations dunng the 
last few decades, causing widespread 
destruction to the environment For them the 
backwaters of Kochi are not just a matter 
of grandeur alone, but ajj inevitable link m 
the unique ecosystem which sustains prohue 
life forms Any damage to this systrni would 
have disastrous consequences, affecting not 
only the precious manne species, but the 
very hfe-blood of lakhs of people living m 
Ko^ and neaihy places. 
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Bringing Justice to Juveniles 

Extenkon of Poverty Alleviation Programmes 

Shiva Jaamdar 

The current emphasis on custodial care and social control in deeding 
with juvenile offenders has serious limitations. The extension of the 
provisions of the poverty alleviation programmes to these juveniles will 
facilitate their rehabilitation. 


THE plight of children from poor families 
in India, particularly in towns and cities, 
is increasingly getting worse over the years. 
The joint family system and bonds of 
community which provided safety nets to 
children are gradually breaking down. 
Burgeoning population growth, increasing 
rural out-migration and growth of ugly 
slums in urban areas are further aggrevating 
dehumanisation of children. As child- 
beggars and rag-pickers, runaways and 
vagrants, orphans and destitutes, forced 
child labourers and delinquents, child 
prostitutes and pimps, these helpless 
children reflect deeper social and economic 
maladies; the problems of unemployment 
and poverty, family disorganisation and 
inadequate measures of social security 
[Boszormenyi-Nagy and Spark 1984]. 

Recognising the need to provide for the 
welfare of children found in unfortunate 
circumstances, the parliament enacted the 
Juvenile Justice Act in 1986 (Juvenile 
Justice Act, Government of India 1987). 
The JJ Act applies uniformly to all the 
states and union temtories after repealing 
the divergent state acts on the subject. It 
lays down a common definition of a child 
as a boy under 16 years and a girl under 
18 years of age. It has created in particular 
a system of institutions, procedures and 
programmes uniform throughout the 
country to deal with children found in 
difficult circumstances. 

While the JJ Act provides definite short 
term relief to the needy children, it 
invariably suffers from the vice of excess! ve 
emphasis on institutionalised care and 
' custody. Out of the 63 sections, S3 sections 
ih the act exclusively pertain to institutional 
matters while only one section (section 12) 
passingly refers to after-care and 
rehabilitation. A detailed criticism of the 
act is out of place here. It must be said 
however that in the past juvenile justice 
legislation in India was a replica of the 
British juyenile laws and their philo¬ 
sophy. The erstwhile British colonial 
administration adopted jts home laws to 
India. British juvenile justice was indeed 
a confusion between social'control and 
social welfare [Adams 1978; Shaw lff77; 
May 1973]. The sameconfusipnis reflected 


in its imitation in India as well. The British 
thinking and practice has however changed 
enormously since the 1850s when the old 
philosophy took shape; the Borstal schools 
meant for young adults have been abolished; 
the children act has been amended several 
times; a separate Children and Young 
Persons Act has been in operation since the 
1930s; and institutional care has been 
largely replaced by family support 
programmes and community care [Hendrick 
1994). It is surprising therefore that the 
late.st Indian JJ Act of 1986 still reflects 
the old ideas of intuitutional care as a 
means of social control rather than the 
lasting rehabilitation of helpless children 
as a measure of child welfare. 

This article argues that the current 
emphasis on custodial care and social 
control of juveniles in India should be 
shifted to earnest rehabilitation and genuine 
child welfare. It suggests that a good way 
to rehabilitate the unfortunate children is 
to extend to them various poverty 
alleviation programmes (PAPs). The article 
also explores the possibility of a tentative 
model to link the PAPs to juvenile 
institutions. 

iNSTITiniONAL CaRE 

The JJ Act was brought into effect 
throughout the country in 1987. The 
programmes and institutions thereunder 
provide an opportunity tojudgeits efficacy. 
A brief review is presented here to highlight 
the relevant points. 

Deriving its philosophy from the western 
traditions, the JJ Act is intended inter alia 
for a special treatment of child destitutes 
and delinquents separated from adult 
destitutes and criminals. It also separates 
the delinquent children from the non¬ 
delinquent ones. The delinquent children, 
i e, those who commit crimes, are 
apprehended by the police, heard by the 
juvenile court, and if appropriate, are 
committed to a special home established 
for the purpose. On the other hand, destitute 
children.orphans. neglected and victimised 
children and those seeking help voluntarily 
are referred to the child welfare board by 
social workers, probation officers, police, 
members of the public or even helpless 



parents. The bfbard may commit them to 
a children's home created for their care. 
These two distinct streams of procedures 
and institutions run in parallel. Their 
programmes and objectives are however 
identical. This odd combination mixes up 
social control with social welfare neither 
achieving lasting welfare nor effective 
control of the juveniles. 

Most of the children's homes and special 
homes are tun by the government. A few 
run by others are recognised and aicted by 
the government as prescribed in the law. On 
an average, a destitute child spends about 
six to eight years in children's home and a 
committed delinquent about two to three 
years in a special home. During this period, 
the government spends on the whole an all- 
inclusive average of Rs 300 per month per 
inmate. This is a considerable amount when 
compared to less than Rs 100 per month paid 
as oldage pension, widow pension or as 
allowance to a handicapped person in many 
states, in the country. Each inmate gets 
standardised food, clothing and 
accommodation as prescribed by the rules. 
Suitable inmates arc given education up to 
a maximum of standard X. They are 
simultaneously trained according to their 
educational level and aptitude in some trade 
or vocation such as weaving, tailoring, radio 
repairing, carpentry, smithy ,typing,knitting, 
embroidery, doll making, etc. ^ucation and 
vocational training are intended to help them 
in their post release rehabilitation [Juvenile 
Justice Rules, Government of Karnataka 
1987]. Once a boy reaches the age of 16 or, 
a girl the age of 18, he or she is discharged 
from the institution. 

Problems in REHABiLiTA'noN 

In the JJ Act there is no provision for 
comprehensive rehabilitation programmes 
for the released inmates. Section 12mentions 
about after-care organisations. In reality 
nothing worthwhile exists in the field. A few 
progressive stales like Maharashtra, 
Karnataka and Gujarat have district after¬ 
care hostels where some needy ex-inmates 
live on a contributary basis. After-care has 
simply come to mean a transfer to inmates 
to another set of institutions. 

This narrow conception only serves as a 
function of social control, regulating for a 
short period unruly juveniles who are a 
menace to the society. A realistic approach, 
on the other hand, calls for more 
comprehensive measures directed towacds 
the inmate’s entire life situation, dealing 
with problems of his or her shelter and 
support, employment, and establishing his t 
or her social network to integrate him or her ' 
into the family, the neighbourhood, and the 
community. 

What happens to the young adult after 
discharge from the institution depends upon 




a host of factors If the inmate’s social network 
IS intact and noinial he or she vmII nut lace 
any problem in successful rciiiiegraiion into 
the social milieu from which the inmate 
comes Such cases arc only lew 

Mom inmates come from highly 
disorganised families A poor mother, alone 
or wiih other dependent children, deserted 
(>i widowed cannot be ol much help to the 
released inmate An old or sick widowed 
or deserted lather with no means cannot also 
otter much help The parents though alive 
but loo old sick or rcsourceless will not 
serve the pu pose ol rehabilitation Much 
worse arc the c.iscs ol parents who arc 
professional beggars or mendicants 
incurat Ic alcoholics or drug addicts lepers 
or lunatics habitual ol tenders like proslitutes 
gamblers, bootleggers oi pcily thieves 
InmMcscomtng from lamiiics ol unrclormed 
cx'cnminal tribes gypsies, other nomadic 
gnnips piactisiiig all sorts ol proUssional 
beggary in Ihe guise ol soolli savers, 
songsters, dancers,acrobatics etc, lace scry 
uncertain future In all these eases instead 
o( seeking supoorl ol parents the young 
adult on discharge is raihci expected to 
support his or her parents and family 
Otherwise he or she will he an idditional 
mouth to feed in the alieadv belcagurcd 
family 

Must cniiial is the siiualion oi orphans 
and total destitutes .Such children come 
from a variety of backgrounds some are 
hioughf to the institiitinns as neonates 
deserted by unwed mothers or widi'ws a 
tew are totall) orphaned in caiasiiophcs like 
Hoods epidemics. cailhc|uakcs famines oi 
even communal clashes a small nuinhci is 
brought as missing children ncvci claimed 
by any one Quite a tew ol them aie so 
scwulai that they know no religion or caste 
nativity or parentage Fhey ate Ihe most 
genuine wards ot the state playing the role 
ol in Uko paieiuis Once disehaigcd from 
the institutions without rohahilitativc 
measures wheit do (hey go' What do (hey 
do* 

Further (he inmates aic handicapped by 
the long spell ot institutional life It is not 
coiidoi ive lo Iheir posi leleasc idjusimeni 
lo the society 1 hey aic not used to taking 
independem responsibiliiv as iree 
indisidtials even toi ihcir own duly 
rcquirenienis like lood accommodauon or 
woik They cany the siigmi ol 
pi obit malic ’ hoys or girls I Iminghout then 
life I sen I gi>od inira miiial training 
cannoi c(|nip ihc innuies wiih adecjuaic 
social .Old cmotion,')l skills nccessaiy lor 
dealing and mainlaining healthy inter 
personal iclaiions in work lamily 
iiiendship ncighhourhoodandcommunity 
ILiptoii cl al I97SJ For this reason 
.ids meed couniiics like Sweden Noiway 
Dcnmaik.lhc I S andihe UKaiedisciting 
children trom insiiiutions to more and more 


family support and communtty>based 
programmes finger and Neils 1993, Colton 
and Hcllinckx 1993) 

Only educational and vocational skills 
rccicved in the institution cannot by 
thcmsci ves enable inmates togci a reasonable 
employment, accommodation orother inputs 
There is no spccilic quota tor this category 
in recruitment sanclionot credit or allotment 
of houses or sites, etc They must compete 
with others In an over-populated country 
with few resources competition is tough In 
this scenario the supportless young adults 
released trom juvenile institutions running 
from pillar lo post to secure some resource 
ot normal livelihood soon grow desperate 
Is It surpi isiiig then it an ex inmate turns into 
a helpless beggar or a desperate criminal, 
or a pimp oi a prostitute'^ Our system of 
galhenng annual cnminal siatisiics is not 
equipped to adequately measure the 
percentage ol leciJivism of delinquents and 
ex inmates ol these institutions Dctinilely 
some ol them are lorced by circumstantCi 
to indulge in nclarious activities including 
terrorism Years of training in the juvenile 
inslilu'ions and heavy invesimcni in them 
go waste it the helpless inmates once i elcascd 
cannot be helped lo lead lives as normal 
cili/ens f here can he no other heller reason 
than this to introduce lehahiliiation 
progiammcsiorihcnccdy inmates ol|uvenile 
instiuilions 

India IS a signatory to the UN dcch'iration 
on the rights ol ihe child I9S9 as well as 
lo the ckclaralioii ol the world summit lor 
childien 1990 Articles 20 22 14 

f‘) and 4() ot the declaration ol the lights 
ot the child diicctly relate lo the stale s 
responsibility lor rcintegiaiing the 
parentless children neglecicd and 
victimised children, delinqiicnis inci 
refugee children hack into their lamilics 
neighbourhoods and communiiies Indian 
Constitution in jiticle IS (3) specifically 
empowers ihe stale lor pioinoiional 
discnminalion among children tor their 
welfare Rchabililalion particularly ot the 
orphans dcsiitutes and neglected children 
IS a long tell need that needs early action 
in the c ui reni condilions ot socio economic 
development in Ihe country a good way of 
providing easier and theapei measures of 
ichabiliiaiion lo the inmates ot juvenile 
insiiiutions seems lo be perhaps to extend 
the existing PAPs to them since most ol 
them come from highly impoverished 
b.ickground 


roRr.iNO Links 

The PAPs which piovide resources 
directly to the pour individuals and families 
seem much heiter suited tor the puipose 
ol rehabilitating Ihc inmates ol juvenile 
inslituiions As they arc implemented at 
Ihc present, the integrated rural 


development programme, the tpbeiaf 
component programme for the sch^uied 
castes, the tribal sub plan, the training of 
rural youth tor self employment, and the 
prime minister's rozgar yojana, are quite 
adaptable foi this purpose These 
programmes provide highly subsidised 
long-term credit at low interest rates to the 
eligible poor families tor any income 
generating small industry, business, or 
service They also provide some linkage 
to the training input and market networks 
'IRDPManual Government ot India 1992) 
The inputs basically required for 
rehabilitation of the inmates of juvenile 
institutions arc as tolluws * 

(a) Common Feaiuies ( eriain aspects 
ol PAPs arc conducive to their casj exten¬ 
sion lo the juvenile institutions tirstly, 
planning, co-ordination, and control ol 
implementation ol the PAPs is done mainly 
at the district level although their 
implementation is al the laluka and village 
levels incidentally most juvenile 
institutions ate’locaied at or closer to (he 
district headquarters although their inmates 
come from villages and towns where they 
aieiobercintcgiatcd Secondly ihcdisirici 
level ollicers the dhilrict collectoi and the 
duel cxeculivc otiicer ol the /ilia parishad 
who plan and coniiol the PAPs arc also 
indirectly responsible lor the supervision 
ot juvenile inslituiions This helps easy 
inclusion ol ihc juveniles into Ihc PAP 
network Thirdly ihc PAPs aim to help the 
beiielicianes to help themselves is pic 
ciscly the objeclivL in rchahihiating the 
luvenilcs 
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>RDt* wt^b o^y ta inter PAlPii ii .i«iM, 
the «%a)^y .««|W«ce Is lK*<etf on 0e 

raml^«liiWAtiteDawteiiwte)o« 

|H)v«iy line (CKH lA^. Ci««rly. men 
iuvenite* cotntni Ikm» the poat fancies 
qultfify for awiiunce. But tince they have 
note fttnily ht the cnict Dense of the term,, 
they may be (cniemly defined as a ‘single 
member faodiy'. 

(e) Ag«-timii to At girit are 

released at the age of IB, they am majors 
in the eyes of law. But boys being mleased 
at Idhave to wait for atleatt two mwe years 
to qualify in terms of age. In the J| Act there 
is a provision for extension of the stay of 
desiring and deserving innutes. Such boys 
may also be transferred to the existing after-' 
care hostels during this period. The waiting 
period may be used for placing them in an 
appropriate trade, business or service out¬ 
side the instituiion as an apprentice. Such 
apprenticeship would help them improve 
not only their job skills but also skills of 
inter-pursonal relation management in the 
society at large where they have to live on 
their own after release. The after-care hostels 
will serve as half-way-houses and the cost 
during placement may be met out of 
TRYSEM funds. 

td) Sizr of CHenttie: The number ol 
inmates released annually from the juvenile 
institutions in the states is not too big. Oistri- 
butcdoverthedistrictsdierc would beaioudfl 
200 to .100 inmates to be rehabtlitated in 
each district. The collective target of ail 
PAPs in each district is in several thousands. 
Addition of juveniles would not incon¬ 
venience the regular target groups too much. 
Later special quota may be thought of. 

(e) ModaUties: Juvenile institution.s and 
their controlling department may have to be 
linked to the PAP implementing 
arrangemcots at the stale, district, taluk and 
village levels. Mt^or burden of planning 
lehabititalion for ends inmate in advance, 
consolidating all individual proposals at the 
msdiuttDn level. and l«er at the district level 
wilt have to be borne by the controlling 
dcpaitmehi. It shall also shoulder tlic 
responsibility for periodic monitoring, 
Miperviskm and co-ordination at various 
levels with the help of tfistrict level officers 
and oommitt^. These tasks necessitate 
teorientwion of the coiurolting department 
Withbdequtte training, staffandinrormation 
tetDimriL . ' * 

The model ofcehabilitationpiesmited here 
hM the advantage of being very economicai 
ainCtt no heavy addHionid financial outlay 
or huge staff is necessary to impleinent it. 

(t uses the ayailabie resources ondexisting 
decentralised agencies for tehabilitailing 
inmates In the immediate social nctwcwk 
whoever possible. Thonigh ctMudioarion 
and Mnkages between iha juv<^tlc 
and tfie PAF-limpdeinenfin& 


macMtesy the major'edfecUve 
rehabititelon of needy jttv^les may be 
acldeved, where none exists at the present. 
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Metnam: Twenty Years After 

M S Shivakumar 

Twenty years after the fall of South Vietnam to socialist North 
Vietnamese forces, the normalisation of US-Vietnam relations still 
depends on the resolution of several contentious issues, the most 
important of which is the tracing of US prisoners of war personnel 
missing in action. 


IN the decades following the second world 
war the name “Vielnam’ came to signify 
either a brutal jungle war ^onc or a spectacular 
failure of American power - or both. These 
standard images were captured in half-a- 
do^en motion pictures, several television 
drama serials, countless university courses 
and hundreds of books about Vietnam that 
captivated audiences around theglobc. Most 
of these descriptions portrayed Vietnam as 
a nightmare land where American boy 
soldiers were assailed by faceless, ruthless 
guerillas, a symbol of hardline communism, 
where the party brooks no dissent and cuts 
itself oft from the mainstream ol the world; 
a country so forbidding that thousands of 
‘boat people’have risked their lives in flimsy 
craft on the open seas to escape it, That war 
was over sometime in April I97S, 

The Vietnam war lasted some 30 years, 
killed three million people or more. It featured 
sieges, set-picce battles, guerilla clashes, the 
mo.st intense aerial bombardment in history, 
terrorism and much more. The US lost about 
56,000 servicemen and a few hundreds were 
found ‘missing in action’ Vietnam lost 
hundreds of thousands of people; presently, 
It has about 6,00,000 war invalids among 
northern veterans and two million civilians 
who suffer from the ’war trauma". Even 
today any vKSitor to North Vietnam observes 
lot of evidence of destruction and torment 
the place endured, either physically or among 
the people Vietnam has spent two decades 
canng for the war invalids and will probably 
spend more time in the future too. 

In April 1995, Vietnam celebrated the 
20th anniversary of its victory over Uncle 
Sam and the ccicmomous integration of 
south and north regions into one nation. The 
government formally declared a name for 
Its April 1995 celebrations titled' 'The 20lh 
Anniversary of the Complete Victory in (he 
War of Resistance Against US Aggression 
for National Salvation’. Party newspaper 
appealed to the citizens "to observe the 
anniversary quietly; we show to the world 
that now we are a nation with pi ide Behind 
such an appeal there were traces of concern 
that if they make a huge spectacle out of this 
anniversary, it will only serve to make the 
world continue to think of Vietnam only in 
terms of the horrible war. The party 
newspaper, in its run up to the 20th 


anniversary celebrations, summarised the 
general feeling among the masses thus: 
“When we hear the firecrackers explode on 
the anniversary, we will leel happy about 
our victory, the victory of Uncle Ho Chi 
Minh and the Vietnamese Communist Party 
But also on this day we will light incense 
for the dead, and we will feel so sorry for 
all our dead comrades”. 

Twenty years after the fall of South 
V leinam to socialist North V letnamese forces, 
xenophobia on the part of the leadership in 
Hanoi and a US-led campaign to isolate 
Vietnam internationally resulted in a sharp 
reduction in the quality and quantity of 
information availablcon Vietnam, especially 
that which transcended the narrowly political. 
To understand the lessons that we learned 
from the Vietnam war in the present day 
context one can look at what remain as the 
contentious issues in 1995 between Vietnam 
and US. As a background two key efforts 
arc to be kept in mind; towards the end of 
the 1980s the I lanoi government began trying 
to reduce Vietnam’s international isolation, 
in part by opening the country’s doors to 
foreign visitors. Around the same time, the 
new spirit of co-operation that has come to 
characterise superpower relations started 
having an impact on Indochina, resulting in 
perceptible shift in US policy towards 
Vietnam in 1990. 

In February 1994, Washington ended an 
economic embargo on Hanoi imposed in 
1964after It entered the war. They established 
formal links and opened diplomatic missions 
in 1995 and full relations look likely in the 
next year or two. Vietnam says it’s time to 
bury the past and for the US to reali.se that 
"Vietnam is a nation, not a war”. Vietnam 
could nut have achieved its present 
international ‘acceptability’ without US 
approval when Washington took steps to lift 
its de facto ban on International Monetary 
Fund and World Bank assistance in July 
1993. The US did not object when other 
governments, led by France and Japan, 
offered to repay Hanoi’s IMF arrears, clearing 
the way for new loans. The IMF, World 
Bank and the Asian Development Bank have 
since approved over one billion dollars in 
aid for roads, ports and other projects vital 
to Vietnam’s thrive for growth. Rich nations 
have pledged 3.8 billion dollars in aid to 


Hanoi in the past two years. Business 
executives from the west and ‘tiger’ 
neighbours from Asia are falling over each 
other to explore investment, manufacturing 
and sales prospects in Vietnam; the US ranks 
eighth among Vietnam’s foreign investors, 
with 30 investment licences, totalling 500 
million dollars. In addition to big names like 
IBM, Pepsi and Coca Cola, scores of smaller 
US investors are now exploring possibilities 
for trade and investment in Vietnam. 

CoNTEN’iious Issues 

From the very beginning, the normalisation 
of US-Vietnam relations had a strong 
domestic undercurrent, even when the 
ostensible issues were global and strategic 
These domestic elements of the relationship 
are complex, but boil down to two key 
issues. The first was the post-war prisoners 
of war/missing in action IPoW/MiA] issue, 
which was domestically driven, and 
eventually overshadowed by other aspects 
ot the relationship. The second was the 
reparations of the war to Vietnam as an 
entitlement especially environmental 
destruction that was caused, during that 
decade long battle The iScl that the 
relationship largely comprised of the 
projections of American internal concerns 
also helps to explain as to why the path it 
travelled has been littered with specific 
conditions or performance criteria. The 
implications of this trend for US-Vietnam 
relations came to light in April 1995, and 
asserted a legitimate interest in both the 
form and the internal actions ot foreign 
governments. 

Is the MiA matter en route to resolution 
at long last'.t Vietnam has played its cards 
quite masterfully, albeit, .sometimes causing 
involved Americans to suggest privately that 
an element of deception, at least in the past. 
Very few knowledgeable Americans believe 
that there arc any living PoWs in Indochina, 
or that they have been there in the recent 
past. But understandably, MiA familie.s are 
not easily persuaded, especially when stories 
surface repeatedly that raise hopes. Yet as 
the slow removal of American embargo 
intensifies, Vietnamese officials have been 
increasingly forthcoming, and the issue is 
receding. 

According to latest figures, 1,619 US 
servicemen are still listed as missing in action 
from the conflict in Vietnam. A further 501 
are listed in Laos, 77 in Cambodia, and eight 
in China. Since its establishment in 
September 1988, the US MiA/PoW Task 
Force and its local counterpart, the 
Vietnamese Office fo( Seeking Missing 
Persons, have conducted 35 rounds of 
searches, comprising hundreds of individual , 
field visits, at an ekimated cost of US $ 100 
miilion annually. This effort is split into four I 
parts: ’discrepancy cases' or instances where | 
a missing US serviceman was last repotted 



alive, bat ha» sttice trtiKeni 

searches involving teams fmm the US, 
Vietnam and Laos in areas under North 
Vietnamese control during the war, the 
returning of remains, and access to 
Vietnamese documentation which the US 
authonties believe could help solve the fate 
of those still missing An US spokesperson 
recently agreed that extensive efforts made 
by the Vietnamese authorities in reducing 
the number of discrepancy cases down from 
200 to around SO and in tnlateral searches 
Washington continues to be dissatisfied with 
progress in the return of the remains and 
access to documentation 

Robert Dcstatee chief of Archival 
Research Activities for the Task Force in 
Hanoi in a recent interview to the press 
[during the annivcisary celebrations] 
disagreed with such views ‘Some believe 
that the Vietnamese ha\e not done enough 
in this field others such as myself believe 
they have made a good faith effort and have 
shared what they have with us There is an 
unrealistic expectation on the part of some 
US an.ilysts as to the quaitty and quantity 
of documents that the Vietnamese have 
While they are basically accurate many of 
the documents share the same problem as 
ouis in that they tended to over inflate their 
estimates of the casualties they inflicted on 
the enemy 

Such statements weic not well received 
by the ex sciviccmen and their supporters 
in the US who allege that thousands of 
Americans are still languishing in prison 
camps across Indochini In fact on June i 
1995 Reuters news agency reported from 
Hanoi as follows BillHendon allSactivist 
on the issue of seivicemcn missing from the 
Vietnam war turned up in Hanoi this 
weekend sparring with the US of licials and 
saying he had information showing there 
were still It ve US prisoners of war in Vietnam 
However Col Melvin Richmond, head of 
the Hanoi detachment ol the Joint Task 
Force Full Accounting denied this but offered 
to thoroughly investigate the descriptions 
If Hendon provides complete information of 
his claims However, Hendon rclused to 
handover information that he claimed to 
hold Later Col Richmond expressed his 
despair of the situation Comment was not 
immediately avail,ible from Vietnamese 
authonties, who in the past have accused 
Amencan Mi A activists of trying to obstruct 
improving US-Vietnamese relations “Thus, 
the servicemen lobby and activists have 
mounted a highly visible campaign which 
reportedly includes boycotts, threatening 
letters and telephone calls to US corporations 
considering doing business in Vietnam, and 
more recently, publicising their cause on the 
Internet Though persons like Destatte and 
others dismiss such claims and argue that 
most of the documents seized (rom the North 
Vietnamese were screened for any evidence 


of live PbWs/MiAs, tlwy ahio claimed to 
have interviewed over a querter of a million 
prisoners and had battalions of people 
monitonng theircommunications In the last 
few years, MiA Search teams have also 
visited every district in the country, some 
more than once, and investigated thousands 
of live sighting reports, none of which have 
proven to be accurate If there were any 
pnsoners other than those who have returned 
to the US, It IS inconceivable that the search 
team would not have known However, Mi A 
issue remains as a determining factor in US- 
Vietnamesc relations 

On Its part Vietnamese wail tor US 
accounting of defoliant war More than one 
million hectares of tropical rainforest and 
50 000 hectares of ecologically vital 
mangrove forest were destroyed by the US s 
saturation spraying of defoliants especially 
Agent Orange’ designed to strip bare the 
jungle habitat of Vict Cong guerrillas The 
unprecedented ecological devastation 
remains one of the most bitter legac les ol 
the Vietnam war Since 1975 an international 
body of scientists have also been studying 
the mounting evidence that human exposure 
to herbicides has led to a senes of health 
problems including damage to the nervous 
system, increased risk ol cancer and birth 
deformities 

Vietnamese forestry expert That Van 
Trung who has been studying the hcrbicidal 
catastrophe since 1975 concluded in a 
research study that 72 5 thousand million 
lures of herbicides mainly Agent Orange 
were sprayedon 10 per cent of South V letnam 
between 1960 1971 destroying over one 
million hectares ol tropical scmi evergreen 
forests that amounts to 15 million cubic 
metres of timber with a commercial value 
of one billion dollars <ind regeneration is 
impossible as it would need 100 years for 
the soil to fully recover Wc have noticed 
climatic changes an abnormal increase in 
the number of typhoons and floods which 
has seriously hampered our development 
[The Nation May I 1995] Arnold Schetter 
of Syracuse University studied the harmful 
effects of toxins from herbicides on human 
beings and concluded that there is a clear 
correlation between exposure to Agent 
Orange and abnorm illy high incidence of 
some types of cancer Endoenne abnor 
malities were also found in US veterans 
involved in spraying the chemicals Higher 
dosage levels have resulted in damage to the 
nervous system During the 1970s blood 
tests m Vietnam on people in the south who 
were known to be exposed to the chemical 
spraying showed levels of dioxin 900 times 
higher than Vietnamese who lives in the 
north Schecter’s most recent research on the 
results of 1995 testing of dioxin levels in 
the blood (Amencan Journal of Public 
Health, Apni 1995) notes that southerners 
still have dioxin levels up to 50 limes higher 


than their cotnjHtirlots in the noith, he also 
wrote that altf^ugh most Agent Orange 
studies have focused on American veterans 
many Vietnamese had much greater 
exposure The Vietnamese lived in rural 
areas, wore open sandals, and while 
working in the fields were likely to eat 
contaminated food and drink contaminated 
water By contrast US veterans generally 
served in Vietnam for only a year, and 
consumed US-supplied food 

1 his medical evidence has enabled many 
US veterans to win lawsuits against the 
herbicide manufacturers In the later 1970s 
thousands of US veterans launched a class 
action claiming they were harmed by 
lontait with dioxin The lawsuit claimed 
a grand total of US $ 40 billion in damages 
While the defence contractors blamed 
the Pentagon and argued that they were 
not made aware of the military application 
of herbicides and their long-term 
consequences and only the Pentagon had 
conducted this kind of research, the US 
government denied responsibility 
Eventually the two herbicide manufacturers 
settled the lawsuit lor US $ 180 million 
but have subsequently gone out of business 
trying to settle further individual claims 
On April 3 the Supreme Court of US 
agreed to hear their appeal that the 
responsibility rests with the US 
government and that the US defence 
department should reimburse all the 
damages and costs shelled out to the many 
plaintiffs 

No doubt Hanot will watch with great 
interest the Supreme Court ruling expected 
sometime after October 1995 However 
the fact that herbicide companies have been 
forced to accept the medical and scientific 
evidence has interesting implications for 
a vastly greater number of potential 
Vietnamese plaintiffs which could one day 
become a test case in international law 

The after effects of Vietnam War are not 
only felt among the two major contenders 
hut also among other war allies of US like 
South Korea, Australia Thailand and the 
Philippines For example, after Seoul agreed 
to send troops in July 1964, more than 
3 00,000 soldiers fought alongside their 
American and South Vietnamese allies 
against North Vietnamese troops Nearly 
5 000 died and 20,000 were wounded and 
three were reported missing in action But 
20 years later. Agent Orange has left a deep 
scar on a nation that paid a debt of gratitude 
to US in the jungles of southeast Asia South 
Korea is now grappling with those veterans 
affected by toxic chemicals the US poured 
likekiiler rain across the Vietnamese jungles 
In March 1995, a new association was formed 
in Seoul to represent the cause of South 
Korean victims of Agent Orange This 
association recently argued that We fought 
a tough war but the money earned by us 



paid by the US government, has made a 
majorimpact on re vi ving the monhund South 
Korean economy, recovering Irom its own 
bitter war against communism a decade 
earlier" Such macro-economic benefits are 
lost on the war vetcr,-uis, who are determined 
to seek compensation from the South Korean 
and US governments and the US producers 
of Agent Orange 

However since 1975 Washington has 
either ignored or refused all Vietnamese 
claims whether war reparations, com¬ 
pensation or any kind of aid Even NGO 
humanitarian aid used to be blocked by the 
US government until last year when the US 
trade embargo was finally lifted The MiA 
issue has been used to drown out all other 
issues between the two nations with the US 
government insisting on a ‘full accounting 
ot all US servicemen classified as ‘missing 
in action’ as a prior condition before 
humanitarian aid can be considered While 
US policy makers claim this as an 
humanitarian issue, in reality this full 
accounting is a ‘political weapon’ 

While the US government s Mi A campaign 
for ‘full accounting of American dead in the 
Vietnam War has largely diverted attention 
away Irom the colossal suffenng inllictcd 
on the civilian population - the issue of 
compc'nsaiion or at the very least humani¬ 
tarian aid for those affected by the Agent 
Oiangc’ and other victims of chemical 
warfare is far from resolved In April 1995 
at the 20th anniversary celebrations ol the 
American War. General Tran Van Tra the 
top commander ol the Viet Cong forces in 
the south reminded the world Vietnam has 
not dropped its claims for compensation it 
IS logical that those who committed these 
actions against us should compensate us It 
IS up to the American conscience to make 
amends 

But since the end of the Cold War 
Vietnamese w arc hums have been put on the 
back burner in ordci to promote better 
relations the liftingol the US trade embargo 
ind It IS ho|)cd that the establishment ot full 
(hplomatic relations in the neai future While 
Washington still insists on lull accounting 
ol all US servicemen missing in ution in 
Vieinim as a precondition lor full 
noimalisation Vietnam despite its very 
substantial chums puts no piior conditions 
on theeslablishmeni ol diplomatic relations 
It IS obvious that many Vietnamese war 
veterans leel somewhat exasperated by the 
one sidcdness ol the relaiionship General 
1 r m V m Fra who led the Tci oltensivc ol 
1968 and is 'odiy the vice president ol 
Vietnamese W ii Veterans Association 
argued m a leccnt interview that It is 
logic il th.it it the US would like to gc't a lull 
aceountmgtliciithc> should take mtoaccount 
the hundreds ol ihousaiids of Vietnamese 
MiAs It would be better il they would help 
us to gc t a full accounting ot oiirown Mi As 
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now be fought tn WssMnilllWh, mom 
crucially, in the larger political arena. 
Resolving the last issues of the Vietnam War 
agenda will depend on political decisions 
made based on ‘economic security' concerns 
of America more chan diplomatic 
negotiations with Vietnsm, i e, domestic 
econcHnic agenda and a more assertive trade 
policy The concluding chapter of the 
Vietnam War will be marked by specific 
decisions that will move the relationship 
dominated by the legacy of war-time concerns 
to a true post-war era This will be marked 
by the termination of the embargo, 
establishment ot full diplomatic relations, 
and resolution of outstanding claims left 
over by the war 

On the Vietnamese side, the policy context 
of U.S-Vietnam relations is somewhat 
diflerent For Vietnam the situational logic 


A NUMBER of startling revelations of past 
atrocities by some ot Amenta's allies and 
client states appeanng recently in the US 
media tllusiraic the limitations of the nature 
ol tree press and freedom of expression 
f he press is free to publish reports and 
commentaries but the question arises 
whether some of the accounts labelled as 
investigative reporting’ on the dirty politics 
lead to a Cl itiquc and awareness ot the overall 
picture and thereby act as torrctlive to 
wrongs or turn into episodes ol cursory acts 
ot deviance or ot worthless memorabilia 
Reports appeanng in the press in late 
March and Apnl dealt with the murder ot 
an Amencnn woman’s Guatemalan husband 
who was a Icllist rebel The reports charged 
the murder to a Guatemalan colonel who 
was in the payioll of the CIA It took her 
oscr three years to get the government to 
investigate the incident Her actions involved 
a 12-day long hunger stnke in front ot the 
Amencan embassy in Guatemala The alleged 
assassin of her husband was alvi involved 
in the killing five years ago ot an American 
ciii/en who happened to have stumbled into 
a smuggling operation involving the 
Guatemalan armv Investigative reports of 
this type ol atrocity reflect one side ut the 
operation ot the free media in the US The 
tree press occasionally exposes misdeeds 



beriMK» thu'open tfiaor'm 
of an economy movliif to take advtMtftgb 
of th* dynamic i^tonal growth that 
wnounds It, and the dwfd of tome iedon 
of the government to sharply restikt the 
non-economic influences Aat tmy enter 
through the open door Countries tike 
Vietnam whose policies have largely been 
shaped by ext«nal security threats and 
challenges will also find that thereiationship 
of domestic to foreign policy u mpidly 
shifting In that context, the boundary bet¬ 
ween domestic and foreign policy is being 
eroded by intensified global interdqien- 
dence One implication of this det'eiopment 
IS that the world is being brought closer to 
home, and that foreign policy will not be 
as 'toreign' asitoncewas in reverse, foreign 
policy issues are increasingly driven by 


like this one - reports of the murder of four 
churchwomen in San Salvador were 
published in the media 14 years ago 
However, reports of this type ot ircidenl are 
the up ot several icebcigs ot dirty politics 
conducted by (he US in the name ot ‘national 
interest' and it is questionable whether the 
hidden structure ol the long-standing prac¬ 
tice of dirty poliiics is revealed so that it i an 
be corrected 

Guatemala, tor instance, has tor long been 
a target ol Washington’s blatant policy of 
inicrvcntiun One such revealing incident is 
the overthrow ot the legally elected head ot 
the Guatemalan state. Jacobo Arben/ tn 1934 
by a Guatemalan colonel naincd Armas who 
was financed and armed by the US Arbenz’s 
enme’ m the eyes of the US government, 
was hts plans tor drastic social reforms 
which included distnbuUon ol Guatemala's 
plantation land owned by the United 
Fruit Company to peasants Colonel Armas, 
after coming to power relumed the Arheiu- 
expropriatcd lands and pormiited plan¬ 
tation owners to cut down wages by about 
30 per cent • 

It atrocities arc committed by America’s 
allies and client states svhich do not involve 
Americans directly, the incidents are cUhci 
played down nr do not excite odequab* 
political reaction The culprits and their 


Free Press and RealpolUik 

Robi Chakravorti 

The practice o/realpolitik in modem times involves not only the covert 
and overt use of forces as an integral part of coercive diplomacy, but 
also. Its shrewd application shaping the timing and the nature of news 
flow in the media 
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of devtance or «i wMiq |im 'vmdt aie 
forgiven and for which cuipnts are not 
punished 

The first type ot misdeeds seen as isolated 
acts committed by groups with which 
Washington has bcm coveitty and overtly 
associated is cxemplilied by tlie killings in 
Guatemala mentioned eadier Another recent 
example is the report in the press of the 
assassination of an opponent of presideni 
Anstide of Haiti shortly after the assassi¬ 
nation ot a legislator who was a supporter 
ol Aristide These two reports appeared in 
the press but the hisloncal context of the 
American support of the long-standing 
military and thug style dictatorship in Haiti 
IS not generally locused on these repor's 
Aristide is a radical politician who came to 
power after winning 67 per cent of votes but 
was ovcrthiown in a military coup soon 
alter Sint c the t, oup four years ago, according 
10 an jttount by Chris Tilly who went to 
Ham wiih an observers delegation two years 
ago ibout 10 000 |Koplc were killed bj the 
militaiy junta many leading memhers ol 
which wciL iraini.d by the CIA Targets ol 
Ihc killing wtn. ol course ihc triiics ol the 
diciiioiship Ont such target \s is an 
iniportani buMntssman ol Pilostinian 
ancestry Amoinv l/mery who vsas very 
tiiiital ol ihc US In a rtporl publishtd lour 
yeais .igo lu tolouilully described H iili as 
a whore a s lie house lor bandits with a 
Milia organis.uion lotnrollmg it and the 
btiss ol the Mali.i is Ihe Uiulcd Stales He 
was assassinated in lOOt by army aiiaehes 
altei he sv is diagged out ol a church service 
lUcndcd by UN ind OAS observers 
comnitnior iimg the vitiims ol earlier 
inassicic riieotlieialCatholicf huith which 
supfKiiict*the pre Anstidcdietatonai regime 
ol Duvalicr kepi silent about Ihc murder 
The ploticis ol the coup whith oveiihrew 
Aristide oiganiscd all these killings and yet 
none has yet been puiiishcu Its leader 
General Raul Ccdias was even honoured by 
loimci US picsidcnl C irlei Cniicisms ol 
this action by ( artci have appealed in the 
US media, hut it is unlikely ihitCedras will 
esci late 1 lull Inr his misdeeds 
These arc two instances ot rcccni acts ol 
misdeeds ,wrt<)imed by the I'S t lieiil states 
in I aim America 'luih icpons do appear 
in the ticc press ol ihe US triggering 
occ asional ci iiicisins which do nut however 
lead to any husic policy or attitude change 
White (he so-called lacb preseQjied in the 
free press from iimc to time about such 
atrocities aie certainly welcome, if the^e are 
noi seen in ihc context ol political history 
they can he described as ‘fac tends’ not tacts, 
to use a word writer Normal Mailer used 
sometime ago 

Rciem n-vciations ol* the past acts ot 
iiroiiiy (ommiiied hy Americas two 
denioc ratic .ilhescortsutuie another species 
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of the hide-seek and forgive-forget approach 
which control the selective attention or 
inattention as the tree press operates If 
someone not considered to be America’s 
ally or clieni state had committed the type 
of atrocity cited below as examples such 
acts would be more strongly condemned in 
the media, and by officials in sharply 
derogatory terms and would have ended in 
strong official action To strengthen the 
justification tor the Gulf war, George Bush 
lor example, labelled Saddam Hussain ol 
Iraq as a Hitler 

Two cases of lot gi vc-and- lorgci approac h 
are submiticd as illustrative examples The 
tiisl IS (he recent icknowicdgement hy the 
president of Taiwan (hat when the Chinese 
led by Chiang Kai shek began to settle in 
Ihc island in 1947 they massacred ovei 
T(),0{M) native Taiwanese The icpoit 
appeared as a short two paragraph news 
Item in San hantnio Chrontile with the 
headline ‘Taiwan I cader’s Apologv for 
Massacre T he T iiwan president acknow¬ 
ledged his personal involvement m the event 
Here is an apcistk ot Chinese ’democracy 
which was presented .is an angel against the 
communist devil m mainland China until 
recently This ad ol atrocity is unlikely to 
he dramatised in ihi American media even 
it il IS, il will receive only academic 
attention unless it serves the national 
inicrest’ or inlertsis ol powerful clhnic or 
political lohbv gioups linked with Ihc 
‘naiional iniercsi 

A case study in support ol this viewpoint 
IS the report ol a dirly act by a prominent 
ally ol the US wiih strong lobby influence 
on Amcncan politics and media It was 
desenbed in a recenily published book A 
Death in Jerusaldii by Kali Mellon fhe 
bcxik describes in detail an act ol atrocity 
committed bv a piomincnt US ally Isiael 
Thisact commiiicd47years ago isgcncrallv 
Ignored in the US press In 1948 Count 
Folke Bernadotic a Swedish UN medi ilor 
was assassinated by a Icwish giiig in 
Jerusalem Prominent Israeli politic lans sue h 
as one-iime prime minister Yil/ak Sh.imii 
wcic associated with the gang According 
to the book Shamir selected Bernadotie s 
assassination squad led by a tngger man 
ii.uncd Yehoshua Cohen The then prime 
minister of Israel Ben Gut ion must have 
known about ihc murder plot According to 
the btxik, he went through the motion ol 
outlawing the Jewish Stem gang accused of 
killing Bemadoiic and ordered scores of its 
members to be arrested But, within five 
months, he declared an amnesty and released 
them all, including Cohen What is startling 
IS that Ben Gunon alter his retirement from 
politics, moved into a kibbutr where one ot 
his closest Iriends was Cohen, the murderei 
of Bernadette 
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atrocity la b^lcct In the 

US in^ia Is to treat it as an IHustraiion ^ 
ihe saying (hat one country’s icrronst is 
another country's freedom fighter Anothef* 
way to view this in the context of the current 
rhetoric of democracy and differential 
treatment ot violence in terms ot Uncle 
Sam’s national interest’ is to take a 
realpoliiik approach to dirty politics in the 
contcxi ot ideological chaos resulting from 
the changes m the political scene the world 
user In (his respect a statement by W G 
Runciman in his AtrialSetuueandPohiual 
Tlx on deserves mention In the book 
published over 10 years ago. he graphically 
described the contrast between the acts of 
violence by the left and the right When the 
left resort^ to coercion, he wrote, it is to 
hasten (he advent ot promised paradise When 
the right resorts to coercion, it is part ot the 
natural order ol things “away ot maintaining 
order among poor and unruly creatures, and 
(raining (hem to act m a manner alien to their 
mediocre nature’ The last part ol the sentence 
IS quoted from Tht ()iiiiin\ ofTolahlurum 
Dtmonais by J L Talmon 
Talmun s book was published in 1952 
long before Jeanc Kirkpatrick used Ihe terms 
totalitarianism and authoritarianism 
dislinguishing the uidical types ot political 
conirol which were condemned Irom the 
non r,idle III lyjics which were supported as 
ncccssai y steps towards clemocrai y and rule 
of law two phrases which have acquired 
almost scriptural value in contemporary 
Amcnc an polilic il rhetoric Her article was 
published in (ho nco conservative magacine, 
Comnutuun and leponcd to have supplied 
the ideological support lor the US covert 
and overt acts ot dirty politics during the 
Reagan and Bush era 
With little organised couiuervailmg power 
in the world scene today such US <icis are 
likely to continuL in a Irccwhccling manner 
jusiilicd hv Ihc polilic,il altitude ol realpohiik 
which may receive OLtasional notice and 
criticism m the Ircc press but arc unlikely 
10 be restrained by the public opinion One 
must also add that (he writers and cxtitors 
ol the free press can be the i.irget ol a form 
of dirty politics ol cluver coercive control 
Many journalists reporting events n 
Vietnam Nicaragua SanSalv.uloi Panama 
and Gull war tormsumcc have complained 
that they weic cither denied i.orrect 
inlormation or laced ‘fiicndly file il they 
brought forward information which 
contradicted what the government and its 
political allies and supporters in the U,S 
and abroad pronounced TTic practice of 
realfiohtik in modern times involves mx 
only the covert and overt use of force as an 
integral part of coercive dif'oinacy but, 
also. Its shrewd appllcatum shaping the 
timing and the nattire ot news flow m 
the media 
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BALANCE SHEET AS AT 31ST MARCH. 1995 


Schedule 

No 


(Rs in ’OOOs) 


As on 
II ^95 


CAPITAL & LIABILITIES ' 
Capital 

Reserves & Surplus 

Deposits 

Borrowings 

Other Liabilities & Provisions 
TOTAL 


ASSETS 

Cash and balances with Reserve 
Bank of India 

Balances with banks and money 
at call and short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

Loss as per Profit & Loss 
Account 

TOTAL 


Contingent Liabilities 


Notes to Accounts 



PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 ST MARCH. 1995 


(Rs in '000s) 


Schedule Year Ended 
No 313 95 


INCOME 
Interest Earned 
Other Income 




90,346 

50,015 

49,916 

39,693 

141,850 

38,704 

429,949 


257,511 


TOTAL 


12,052 

EXPENDITURE 



Interest Expended 

15 

1,386 

Operating Expenses 

16 

49,317 

Provisions and Contingencies 


53 

TOTAL 


50,756 

PROFITALOSS) 



Net Loss for the year 


(38,704) 

Profit/loss(-)brought forward 


0 

TOTAL 



APPROPRIATIONS 



Transfer to Statutory Reserves 


0 

Transfer to Other Reserves 


0 

Transfer to Government/ 
Proposed Dividend 


0 


Remittance to Head Office 
Excess tax provision written 
back 

Excess depreciation 
wntten back 
Balance earned over to 
Balance Sheet 

TOTAL 

Notes to Accounts 


(38,704) 


(38,704) 


Notes and schedules to the accounts form an integral part of 
the Balance Sheet 

Notes and schedules to the accounts form an integral part of 
the Profit and Loss Account 

As per our report of even date 

For and on behalf of 

HARIBHAKTI & CO 

Chartered Accountants 

For INTERNATIONALE NEDERLANDEN BANK N V. 

Sd/- 

Chetan Desai 

Partner 


Sd/- 

S D NAYYAR 

Chief Executive Officer - India 

Place: Bombay 

Dated: 6 July 1995 




1840 


Economic and Political Waak^„ 





















INGAi>BANK 


INTERNATIONALE NEDERLANDEN BANK N.V. 

(BOMBAY BRANCH) 

(Incorporated with limited liebllity in the Netherlandi) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Ri in 'OOOi) 


As on 
31.3.95 


(Ri in '00(ta} 


At on 
31.3.93 


SCHEDULE 1- CAPITAL 

Capital (The Amount brought in by Bank by 

way of itut-up capital as prescribed 

by RBI) 

TOTAL 

Note: Amount of Deposit kept in S.O.L. 
account with the RBI under S. 11(2) 
of the Banking Regulation Act, 1949 is 
Rs. 20,00.000/- 

SCHEDULE 2 > RESERVES & SURPLUS 

I. Statutory Reserves 
Opoiing balance 
Additions during the year 
Deductions during the year 

II. Revenue and Other Reserves 
Opening balance 
Additions during the year 
Deductions during the year 

III. Balance in Profit and Loss Account 

TOTAL 


SCHEDULE 3 - DEPOSITS 

A. I. Demand Deposits 

(i) From Banks 

(ii) Prom Others 

II. Savings Bank Deposits 

III. Term Deposits 

(i) From Banks 

(ii) From Others 

TOTAL 

B. (i) Deposiu of branohes in India 

(ii) De(»sits of branches outside India 

TOTAL 


SCHEDULE 4 - BORROWINGS 

I. Borrowings in India 

(i) Reserve Bank M India. 

(ii) Otho' Banks 

(Bi) Odier Institutions and agencies 


313,340 


313,340 



0 

109,896 


111,787 


1! 1,787 
0 


111,787 


II. Borrowings outside India 
TOTAL 

Secured borrowings included in I and II 
above - Rs Nil 


SCHEDULE 5 • OTHER LIABILITIES 
AND PROVISIONS 


I. Bills Payable 

795 

II. Inter-office adjustmoits (net) 

0 

III. Interest accrued 

976 

IV. Others (including provisions) 

3,051 

TOTAL 

4,822 



SCHEDULE 6 - CASH AND BALANCES 
WITH RESmVE BANK OF INDIA 

I. Cash in hand (including foreign 
currency notes) 

II. Balances with Reserve Bank of India 

(i) In Current Accounts 

(ii) In Other Accounts 

TOTAL 


SCHEDULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

I. In India 

(i) Balances with Bulks 

(a) In Current accounts 

(b) In Other Deposit accounts 

(ii) Money at Call and Short notice 

(a) With Banks 

(b) With Other Institutions 

TOTAL 

II. Outside India 

(i) In Current accounts 

(ii) In Other Deposit accounts 

(iii) Money at Call and Short notice 

TOTAL 

GRAND TOTAL 




60,306 


1,694 

0 

28.346 


90.346 





























INGJhi)BANK 


INTERNATIONALE NEDERLANDEN BANK N.V. 

(BOMBAY BRANCH) 

(Incorporaied with limited liability in the Netherlands) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Rs in 'QOQs) 


As on 
31.3.95 


(Rs in '000s) 


SCHEDULE g - INVESTMENTS 

I. Investmenu in India in 

(i) Government securities 

(ii) Other approved securities 

(iii) Shares 

(iv) Debentures and bonds 

(v) Subsidiaries and/or joint ventures 

TOTAL 

0. Invettments outside India 

(i) Oovemment securities (including 
local authorities) 

(U) Subsidiaries and/or joint ventures 
abroad 

(ill) Other investments (to be specified) 
TOTAL 

GRAND TOTAL 

SCHEDULE 9 > ADVANCES 

A. (i) Bills purchased and discounted 

(ii) Cash credits, overdrafts and loans 
repayable on demand 

(iii) Term loans 

TOTAL 

B. (i) Secured by tangible assets 

(ii) Covered by Banlc/Govemment 
guarantees 

(iii) Unsecured 

TOTAL 

C. I. Advances in India 

(i) Priority Sectors 

(ii) Public Sector 

(iii) Banks 

(iv) Others 

TOTAL 

CII. Advances outside India 

(i) Due from Banks 

(ii) Due from Others 

(a) Bills Purchased and Discounted 

(b) Syndicated Loans 
. (c) Othen 

TOTAL 

GRAND TOTAL 


50,015 

0 

0 

0 

0 


50,015 



50,015 


49,916 

0 


49,916 



49,916 


0 

0 

0 

49,916 


49,916 



SCHEDULE 10 - FIXED ASSETS 

I. Premises 
Opening balance 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL (I) 

II. Other Fixed Assets (including Furniture 
and Fixtures) 

Opening balance 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL (II) 

NET BLOCK (I + II) 

SCHEDULE 11 - OTHER ASSETS 

I. Inter-office adjustments (net) 

II. Interest accru^ 

III. Tax paid in advance/tax deducted at 
source (net) 

IV. Stationery and stamps 

V. Non-banking assets acquired in 
satisfactitm of claims 

VI. Others 

TOTAL 


SCHEDULE 12 - CONTINGENT 
LUBILITIES 

I. Claims against the bank not 
acknowledged as debts 

II. Liability of partly paid investments 

III. Liability on account of ouutanding 
forward exchange contracts 

IV. Guarantees given on behalf of constituents 
(a) In India 

^) Outside India 

V. Acceptances, oidorsements and other 
obligations 

VI. Other items for which the bank is 
contingently liaUe 

TOTAL 

Bills for Collection Rs. Nil 



0 

44,942 

0 

(5,249) 


39,693 


39,693 


0 

138,193 


141,850 


113,824 

1,260 

106,298 

36,129 


257,511 


Boonoffik andMilkJt Wiaddiv.. 


1842 



































INGA£iBANK 


INTERNATIONALE NEDERLANDEN BANK N.V. 

(BOMBAY BRANCH) 

(Inoorponted with limited Hahliity in die Netheriandi) 


SCHEDULES ATTACHED TO AND FORMING PART OP THE PROFIT AND LOSS ACCOUNT 



SCHEDULE 13 > INTEREST EARNED 

I. Interett/discount on advancei/bills 

II. Income on invettmenti 

III. Inteteit on balances with Reserve Bank 
of India and other inter>bank funds 

IV. Others 

TOTAL 


SCHEDULE 14 - OTHER INCOME 

I. Commission, exchange and brokerage 

II. Proru on sale of investments 
Less; Loss on sale of investments 


III. Profit on revaluation of investments 
Less; Loss on revaluation of 
investments 


IV. Profit on sale of land, buildings and 
other assets 

Less; Loss on sale of land, buildings 
and other assets 


V. Profit on exchange transactions 
Less; Loss on exchange transactions 


VI. Income earned by way of dividends etc. 
from subsidiaries/companies and/or 
Joint ventuibs abroad/in India 

VII. Miscellaneous income 

I TOTAL 








SCHEDULE IS > INTEREST 
EXPENDITURE 

I. Interest on deposits . 

II. Interest on Reserve Bank of India/ 
Inter-bank borrowings 

III. (^rs 

TOTAL 


SCHEDULE 16 - OPERATING 

EXPENSES 

I. Payments to and provisions for 
employees 

II. Rent, taxes A lightings 

III. Printing A stationery 

IV. ' Advertisement A publicity 

V. Depreciation on Bank’s property 

• VI. Local advisory board fees, allowances 
and expenses 

VII. Auditor’s fees 

VIII. Law charges 

IX. Postage, Telegrams, Telephones, etc.' 

X. Repairs A Maintenance 

XI. Insurance 

XII. Other expenses 

« 

Office expenses 3,267 

Software expenses 1,325 

Gearing charges 485 

Memberships 2,101 

Subscriptions 2,274 

.Professional services 1,388 

Travel expenses 1426 

Conveyance 643 

Other-Matmlal 159 

Rqxesentation 179 

Others 374 


TOTAL 


(Rs in '000s) 


Year Ended 
31.3.95 



49,317 



















-INCiy^BANK 

INTERNATIONALE NEDERLANDEN BANK N.V. 

(BOMBAY BRANCH) 

(Incorporated with limited liability in the Netherlands) 


(In Thousands of Indian Rupees) 

Sdieduie 17: Notaa to the Financial StatamenU for the Year Ended March 31, 1995 

1. Slgnitkant Accounting PoHdae 

(a) General 

The accompanying financial statements of Internationale Nederlanden Bank N.V. - Bombay Branch (‘the Bank') Ac prepared 
under the historical cost convention and conform to the statutory provisions and practices prevailing within the banking industry 
in the country. 

(b) Transactloiu invedving foreign exchange 

(i) Monetary assets and liabilities in foreign currencies including foreign currency non-resident (‘FCNR’) account balances 
under the PCNR account scheme are translated at rates of exchange notified by the Foreign Exchange Dealers Association 
of India (‘FEDAD at the year-end. The resulting profits/losses are included in the profit and lou account. 

(ii) Outstanding fwwaid exchange contracts and spot exchange contracts are revalued at rates of exchange notified by FEDAl 
prevailing at the year end and the resulting profits or losses are included in the profit and loss account. 

(c) InvestuMBts 

(1) Classification of investments between permanent and current is as decided by the Management. 

(ii) Permanent investmenu (Investments in Government Securities) are carried at lower of cost (including acquisition cost 
i e. brokerage paid) or market value and adjusted for amortisation of premium and accretion of discount over the period 
to maturity. 

(ill) The market value of the quoted investments is Rs 30,060/- cost being Rs. 30,013/-. The source of market rate is Reuter's 
Screen/different foreign banks/N.S.E. indicator. 

(d) Fixed Assets 

(i) Fixed Assets are stated at original cost of acquisition (including taxes, duties, freight and other incidental expenses related 
to acquisition and installation of the concerned asset) less depreciation. 

(ii) The usets are depreciated on the straight-line method at the rates prescribed by Head Office (ING Bank, Netherlands). 
Depreciation is charted to the Profit and Loss Account on pro rata basis from the month following the date of acquisition. 
The rates prescribed for each type of asset are higher than the rates specified in SchedulC^TCIV of the Companies Act, 
1936. 

(iii) Cost of office and other equipment taken over by the Branch from the erstwhile Representative office of the Bank in 
Bombay have not been recorded in the books. Realization on sale of these assets is booked as Miscellaneous Income. 

(e) Revenue Recognition 

Interest income is recognized on an accrual basis in conformity with the procedure prescribed by the Reserve Bank of India 

(f) Staff Benefits 

(i) The Bank has created a separate recognized Provident Fund for employees. For Gratuity ttnd Superannuation benefits 
to its employees, the Bank has made payments towards Group policies based on actuarial valuation by the Life Insurance 
Corporation of India. The Bank is in the process of getting the Gratuity and Superannuauon Funds recognized by the 
Income tax authorities. 

(ii) Bonus paid during the year is a contractual payment 

(iii) Club memberships include Life Membership fees paid for Corporate members. 

(g) Net Pn^t/(LoBs) 

The Net ftofit/fLoss) disclosed in the Profit and Loss account is after providing for Interest Tax in accordance with the statutory 
requirements and other usual and necessary provisions. 

(h) Prior Year Comparatives 

The previous year figures are not shown as this is the first year of operations of the Bank in India. 

(i) Compliance 

The Bank has taken adequate steps to adhere to the guidelines and circulars issued by the Reserve Bank of India from time 
to time. 

(j) Advances 

No provision for doubtful advances is required to be made for the year, taking into consideration guidelines issued by the 
Reserve Bank of India in this respect 

(k) Head Office Administration Expenses 

The Branch has not debited Head Office Administrative Expenditure to its Profit and Lost Account but hat claimed the same 
for tax purposes. 


For INTERNATIONALE NEDERLANDEN BANK N.V. 

Sd/- 

Place: Bombay S.D. NAYYAR 

Dated: 6 July 1993 Chief Executive Officer - India 


Ecoiionik! aM 



INGAk)BANK 

INTERNATIONALE NEDERLANDEN BANK N.V. 

(BOMBAY BRANCH) 

(Incorporated with limited liability in the Netherlands) 


Auditors’ Report on the Bombay Branch of Internationale Nederlanden Bank N.V. 
under Section 30 of the Banking Regulation Act, 1949 


We have audited the attached Balance Sheet of the Bombay Branch of INTERNATIONALE NEDERLANDEN 
BANK N.V. as at 31st March 199S and'the relative Profit and Loss Account of the Bombay branch of the 
Bank for the year ended on that date, signed by us under reference to this report. 

In accordance with the provisions of Section 29 of the Banking Regulation Act 1949, read with the provisions 
of sub-sections (I), (2) and (S) of Section 211 and sub-section 227 of the Companies Act 19S6, the Balance 
Sheet and the Profit and Loss Account together with the notes attached thereto are not required to be drawn 
up in accordance with Schedule VI to the Companies Act, 19S6. Hie accounts are therefore drawn up in conformity 
with Forms ’A’ & ‘B* of the Third Schedule to the Banking Regulation Act, 1949. 

1. We have obtained all information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit. 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers 
of the Bombay Branch of the Bank. 

3. In our opinion, proper books of account as required by the law have been kept by the Bombay Branch 
of the Bank so far as it appears from our examination of these books maintained and produced to us 
in Bombay. 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Bombay Bran^ of the Bank 
dealt with by this report are in agreement with the books of account. 

5. In our opinion, and to the best of our information and according to the instructions given to us, the Balance 
Sheet and Profit and Loss Account, together with the notes thereon, give the information required by 
the Companies Act, 1956, as amended in the manner so required for Banking Companies and on such 
basis the said Balance Sheet gives a true and fair view of the state of affairs of the Bombay Branch of 
the Bank as at 31st March, 1995 and in case of Profit and Loss Account, of the Loss of the Bombay 
Branch of the Bank for the year ended on that date. 


Place: Bombay 
Dated: 6 July 1995 


For and on behalf of 
HARIBJHAKTI & CO 
Chartered Accountants 


Chetan Desai 
Partner 





PERsrocnvES 


Devdopment Critique in Culture IVap 

Saral Sarkar 


The cultural critiques cf development by equating ecology and culture 
romanticise indigenousness and wrongly blame the west for pitfalls of 
industrialism. 


IN the last 10 yean or so, I have read books 
and papen and heard discuasions in which 
critics of the hitherto dominant models of 
development (in the following only 
’development*) have Introduced cultural 
arguments. I share their rejection of 
development, but I am very unhappy about 
what they say regarding traditional and/or 
indigenous cultures. I am afraid they are 
supporting in this way, without perhaps being 
aware of it, movements that are harming 
mankind. 

Cultural AmuMCH 

I think we must now talk of two approaches 
to the critique of development: (1) the cultural 
and (2) the ecological*economic>political. 
The prougonists of die cultural approach do 
not wholly igpore the other approach. But 
it appears to me that for many of them, the 
main evil in development is that it destroys 
or suppresses the traditional/indigenous 
cultures of the south. 

Wolfgang Sachs' maintains that the west’ 
has in 1949 arbitrarily declared die peoples 
of the south to be underdeveloped and poor 
and then imposed or palmed off on them the 
idea and programmes of development, 
through which the whole world was to be 
made one unit and the ways of life of the 
various peoples uniform. This development 
has, according to him, caused the evaporation 
of cultures and languages and destroyed the 
modest/contented subsistence economies of 
the traditional cultures. The result of all that, 
according to him, is that these peoples have 
not only become poor but ha ve also lost their 
cultural identity. 

For Sachs, the slogan "one world" is a 
horror because it endangers the "self-willed 
ways of living and understanding", and 
because it restricts the space for self- 
determination and autonomy of the peoples 
of the world. He is aware of the dangers to 
the biosphere and of the logic of the 
“spaceship Earth”. But his love of 
‘difference’ and ’chequeredness’ is very 
strong, and hence it is for him.‘’a sacrilege 
to design the global space as a united, highly 
integrated world”. 

T G Vertielst (1990) brings in a few more 
points. He speaks of “the right of peoples 
to be different”. Whereas Sachs is even 


against literacy programmes for tribal 
peoples who do not have a written language, 
Verhelst does not oppose development. 
But he criticises programmes for clapping 
the western model of development 
including western technology and culture 
on the peoples of the south. According to 
him, that is the reason why many partner 
groups reject or remain passive towards 
development projects. He interprets this as 
a form of resistance against imperialism. 
He thinks that the “failure to give due 
recognition to the indigenous cultures is 
one of the fundamental reasons for the 
failures and difficulties of ‘development’ 
work. He demands respect for all cultures 
and thinks that those NGOs which 
understand development work as a 
contribution to liberation should consider 
indigenous cultures as the foundation of 
development. 

Such views have also t^n expressed in 
the south. Let me give a few examples from 
India. Smithu Kothari writes; 

And alongside diis biological survival of 
marginal communities is the continuous 
threat to the survival of their cultures. The 
undermining of cultural plurality is thus 
built into itae dominant model of ‘progress’ 
[Kothari 1985.8]. 

For Anil Agarwal and some ecologists of 
the south, an examination of the cultural and 
biological diversity of human society 
resulted in 

an understanding of the essential rationality 
of each culture, bow it had emerged in its 
own particular ecosystem and the way people 
had developed social and production 
systems, behaviour patterns and survival 
techniques. Once this was understood, there 
was an immediate respect for all cultures... 
[Agarwal 1987:351]. 

I have also read articles and heard lectures 
in which Indian ecologisu have maintained 
that India’s religious and/or cultural heritage 
had the effect that the economy of ancient 
(or pre-colonial) India was very ecological 
and that ‘Ahimsa’ (non-violence) and 
‘Dharma’ (right conduct) were/are parts of 
that heritage. 

In the most recent aiticle that I have read 
on this subject, S Kappen demands that 
“the right to... culture identity must be 


affirmed as a ftmdamental human right”. 
He regrets that “neo-colonialiam hiit a 
bridgehead in the denationalised sections 
of the middle classes..." and asserts that “a 
development that consists in the satisfaction 
of our... needs (he describes these needs 
with rather philosophical concepts u 
“ecotic, poietic, societal and noietic") will 
necessarily be culture-specific, that is, it 
will be one that reflects our conceptions 
and values and dreams and visions”. In his 
opinion, “culture must body forth not only 
into the political organisation of society", 
but also into science. Our ’*approach to 
western science and technology" must be 
’selective', “whatever science and 
technology we learn from outside must 
submit to the superior claim of our 
indigenous wisdom”. 

Cultural Identity Trap 

1716 foregoing section is necessarily short 
and only approximately representative 
summary of the views I want to criticise 
here. It only illustrates a trend. It is not as 
if all the authors and speakers who represent 
this trend say exactly the same things. It 
is not always clear, firstly, whether the 
author or speaker means only the traditional 
cultures of the tribal and marginalised 
peoples or also those of the majorities 
among the various peoples of the south. 
And, secondly, it is not always clear 
whether one means by traditional culture 
the views and ways of life expressed and 
recommended in the ancient holy and 
philosophical texts or (also) the cultures 
actually practised in the past or the 
present. I have the impression that 
everything can be meant that is not western 
or westernised. 

In order to avoid possible mis¬ 
understandings, it must be emphasised that 
participants in such discussions use the 
word ‘culture’ in its social-anthropological 
meaning, namely, "that complex whole 
which includes knowledge, belief, art, 
morals, law, customs, and any other 
capabilities and habits acquired by man as 
a member of society". In this meaning, 
‘culture’ includes also “the material 
organisation of life, i e, social andeconomic 
institutions" [Edwards 1967:274], 

My main criticism against the cultural 
approach is that for its rejection of 
development it uses argumentations which 
are not only wrong but also harmful, even 
dangerous in their consequence. Develop¬ 
ment should be rejected, but not because it 
is western or foreign. It should be rqected 
because it is ecologically, economically, 
politically and socially impossible and/or 
harmffil, and that also in the wesL Most 




protagonitto of the cultural 4>proach would 
likely agree to the second pM of the above 
statement. But then their cultural approach 
IS at least unnecessary for their rejection of 
development 

But their approach is also harmful - not 
only because it romanticises traditional/ 
indigenous cultures and so produces a false 
image of reality Where it can lead us to 
becomes clear when we read the following 
in a report on a conference on the new 
world order held in Germany (in free 
translation) 

Hans May, director of the Protestant 
Academy, agreed that even in the next few 
decades it would be impossible to equalise 
the standards of living in the Western and 
Eastern (former ODR) parts of Germany and 
accepted the idea that this Impossibility 
should be compensated for by strengthening 
the regional identities of the Eastern parts 
He then proposed this as a model for the 
whole world The impossibility of achieving 
a standard of living in the South which is 
approximately equal to that in the North 
leads us to conclude that the human rtghti 
mult be differentiated and regtonalited May 
cautioned in this connection against 
discrediting religious fundamentalism 
[Frankfurter Rundschau, April 27, 1992] 

Here the motive is not respect for all 
cultures or love of difference, but the fear 
ot the south’s aspiration to catch up with the 
north economically which is ecologic^ly 
disastrous for the whole world In this 
connection, it is also necessary to draw 
attention to the tact that at the Human Rights 
Conlcrente of the UNO (Vienna, June 
1993), all human rights groups from the 
south insisted on the universality of the 
human rights Their slogan was "all human 
rights for all” It is only the rulers of some 
countries who wanted to reject this 
universality with the argument of cultural 
differences Obviously, they are also afraid 
of the aspirations of their own exploited 
and oppressed and women to catch up with 
the rich, the middle classes and the men 
I am not suggesting that ail protagonists 
ot the cultural approach explicitly share 
Hans May's conclusion But their emphasis 
on cultural difference and identity leads 
logically to such conclusions 
But even for the development decades it 
IS not wholly correct to say that the north 
imposed or palmed off its development 
mc^els and culture on the south Most people 
in the south gladly accepted development 
and western culture or at least the greater 
parts of them In India, a National Planning 
Committee was constituted already in 1938 
at the instance of the Indian National 
Congress According to a standard book on 
the history of India, 

broadly speaking, the objectives of planning 
were ‘to raise the general standard of living 
of the people as a whole and to ensure useful 


employment for sU’ by the development of 
the resources of the country to the maximum 
extent possible, and 1^ the dittribuuon of 
national wealth in an equitable manner 
[Mi(jumdar 1967 969] 

And since the early 198(^. i e, long before 
Sachs and Verhelst published their criticism 
of western cultural imperialism, some 
European politicians have themselves been 
explicitly advising the south not to copy the 
west, maybe out of the same fear that Hans 
May has Edgar Pisani, in those days a 
leading politician of the European Economic 
Community (EEC) said “Divesting our 
relations (with the south-SS) of any hint of 
racism is to affirm we are different and we 
are going to stay different” [Verhelst 1990] 
Narducci, the then presidmt of the EEC 
parliament, spoke of the “pernicious 
conviction that there exist supenor cultures 
that must be asserted" and demanded 
‘intercultural dialogue’ and "respect for 
specificity and cultural identity" [Verhelst 
1990 149-30] IntheThirdLomeConvention 
(1984), also the EEC as a whole promised 
to 'promote the cultural identities’ of the 
peoples of the ACP countries (former 
colonies of European powers in Africa and 
Canbbean and Pacific regions) and opined 
that development and be “based on their 
cultural and social values" [Verhelst 
1990 130] 

What brutalities and oppressions religious 
fundamentalism can lead to, we have seen 
in parts of the Islamic world, but also in 
India Think of the Babn masjid and its 
aftermath One could now argue that the 
cultural approach does not mean a religious 
approach But religion is a very important 
element of culture Cultural identity is, 
therefore, to a large extent religious identity 
Verhelst has explicitly subsumed religion in 
the concept culture And that is correct It 
docs not help at all to obfuscate the matter 
by introducing unsound differentiations as 
S Kappen does He regrets 

While, on the one hand, religious revivalism 
and fundamentalism is cropping up in many 
ports of the world - which itself is a pointer 
to a loss of wisdom - people are losing their 
moorings in authentic religion 

What IS authentic religion*' Is not the 
Shana, the Islamic law book, and the decrees 
of the Popes part of authentic Islam and 
authentic (Talholicism'' And who knows what 
IS and what is not authentic Hinduism'' is 
not the caste system a part of it'' In which 
respects do the respective fundamentalisms 
differ from authentic Islam, authentic 
Catholicism and authenuc Hinduism'' All 
three have their infidels the Kafirs, the 
heathens, the Miechchhas 
But it 1 $ immaterial what one exactly 
means by cultural identity, laying emphasis 
on It causes separation between peoples, 
nations, ethnic groups, etc Of course. 


uiKtercerttila it eui imito 

a group of peoplb uni lO gMierate loiiip 
solidarity within the grottp. But it can do 
so only by creating separation between thli 
group and the otheti. Under unfavourable 
clrcumitancei, the search for identity may 
easily end in a search for enemies. That 
can lead to end of peace and generate 
hatred, war, civil war or communal riots 
as we know them in India, In North Ireland 
It IS a mixture of religious and national 
identities. In the former Yugoslavia it is 
a mixture of ethnic and religious identities, 
in the former Soviet Union it It a mixtura 
ot national, racial and religious Identities, 
in the US it is the racial or colour identity 
and in India, in addition to all that, it is often 
also a linguistic one - Bengali. Assamese, 
Onya, Tamil, Hindi, etc Of course, in such 
conflicts, there is almost always a deeper 
economic cause, but mphasising lepaiide 
cultural identities makes finding a 
compromise solution impossible 

Particularly for India, the emphasis on 
cultural identity constitutes a great danger. 
There is no such thing as an Indian 
traditional culture There is a Hindu 
traditional culture, but that is not the 
traditional rulture of the Indian Muslims, 
a very large minority, or of the Indian 
Sikhs And there are also Christians, Jains 
and Parsis in India If S Kai^n's idea 
becomes reality, then it would be Hindu 
traditional cul ture that would "body forth... 
into the political organisation” of Indian 
society 'Then it would be the end of die 
secular Indian state Hien we would have 
created a Hindu Rashtra with consequences 
that do not need any elaboration 

The opportunistic attitude of some in the 
west (like Hans May) towards retigiobS 
fundamentalists and cultural and other kinds 
of identity fetishists will be of no use. POf, 
in economic matters, the latter generally do 
not value any difference In economic, 
matters, most of them - whether Hindu, 
Muslim or Christian fundamentidtsts orf 
Buddhist or Confucian identity fetishists of' 
Hong Kong, Singapore and Thailand - want 
to catch up with the north and contnbute as 
much to the destruction of the biosphere as 
the industrial societies of Europe and 
Amenca It, therefore, does not sutpiise 
anybody to see Iranian Ayatollahs processing 
with computers their holy senptures in the 
library of Gom For the north industnai 
wealth and for the south cultural identity - 
this new ideology of tmpenalism is easy m 
see through 

“We arc different and we are going to stay 
different” - this ideology must be rejected 
for another reason. With it, die Americana', 
can defend their ecologically destrucuve ' 
and exploitative ‘American way of life’ as^, 
their cultural identity With u. the Hindut,' 
can defend uatouchability and almost all 
peoples of the world the subordintf e siaQU.' 





of women These are/were indeed parts of 
the respective traditional cultures And in 
fact, in South Africa, the argument of 
different cultural and ethnic identities 
enabled even many liberal and nationalist- 
Christian whites to support racist Apartheid 
policies without having to use the 
discredited term 'race' 

There are also people who, ot course, 
reject development for ecological, economic 
and social reasons, but who, nevertheless, 
land in the culture trap Here is an example 
In the Singrauli region oi Madhya Pradesh, 
India, some activists ot a movement tor 
defending the interests ot the victims ot 
'development' expressed the view that the 
only alternative to development is to return 
to the past They spoke ot the glory that was 
India before the British came They 
maintained that the villages of ancient and 
pre-colonial India were a happy world free 
from exploitation, that there were no famines 
then, that women then used to be treated as 
equals of men Although these assertions are 
all wrong, they are still expressions of 
some ideals But the culture of ancient 
India also contained caste discriminations 
So these romanticists also defended the 
caste system [Dhagamvar 1985) Another 
example is S Kappen from whose paper I 
have already quoted He also convincingly 
criticises capitalism and industrial civilisation 
from ecological, political and social 
standpoints But his solution is also a 
retrieval ot the perennially valid insights ot 
the past whatever that might mean 

Aci HaD Wisdom ot riiADirioNAi CiiTtiws 

One meaning of this phiase ol S Kappen 
perennially valid insights ot the past could 
be the allcgul ecological wisdom ot the 
ancients Without doubt most ctiltuies that 
existed at the beginning ot the industiial 
revolution had lound some sort ot ecotogical 
balance tlieircconomy must have been more 
or less adapted to their ecology Otherwise 
they could not have survived 1 1 is also a tact 
that in Egypt and parts of China and India 
peasants have been cultivating the same 
fields tor several thousand years So their 
agriculture and, generally their way of life 
must have been ecologically sound They 
must also have had some ecological wisdom 
tor alter all, their livelihood depended to 
a much largcrcxtent than today on the health 
ot their ecology But they were also blessed 
by certain circumstances Firstly they did 
not have the technologies ot today nor the 
fossil fuels with the help ot which modern 
cultures are destroying the biosphere at a 
rapid rate Secondly the pressure ot 
population growth was much less in those 
days And thirdly there was enough empty 
or thinly populated territory to which the 
part of the population that could not be fed 
any more could migrate Europe would have 


been ecologically ruined if America hod not 
been diKovered in the ISth century 
But archaeologists and historians have 
unearthed a lot ot evidence that shows that 
also the ancients destroyed their ecology in 
many parts ot the world Only, in their case 
the process was very much slower than today, 
so slow that not many individuals could 
perceive it in his/her lifetime Clive Ponting 
(1991) gives several examples The 
Mediterranean region had experienced 
massive ecological degradation belore its 
present landscape took shape It was due to 
the relentless pressure ot long-term settlement 
and growing population expressed in 
dctorestation for various purposes and 
overgrazing One nl the main reasons tor the 
collapse of the civilisation of the Mayas 
(Central America) was ecological 
degradation The Sumerian and the Indus 
Valley civilisations declined because ol 
ovenmgation resulting in waterlogging and 
salinisation ot the agricultural land In north 
China, deforestation in the highlands plus 
agriculture on formerly grasscoveied loess 
soils resulted in massive soil erosion which 
was the main cause of the otten disastrous 
flooding ot the Yellow river (so-called 
because ot the colour ot the huge amount 
of soil It carried' 

In present day ecological literature we 
otten read about the ecological wisdom ol 
the peoples ot the pre industrial eras One 
popular example is that ot the Bishnois 
some ^00 ot whom satriliicd their lite in 
order to protect trees {Tilting 198 51 These 
Bishnois had a material interest to protect 
the trees that protected their village trom the 
I hardcserlot Rajasthan India But it cannot 
be overlooked that the king the axemen and 
the woi kers who wanted to tell the trees also 
had a material interest to do so vi/ to get 
tuel tor producing lime which they needed 
fur building a palace It was simply a case 
of conflict over resources in pre industrial 
pro colonial India Today also there are such 
conflicts eg theconflictinconnectionwith 
the Narmadadams between those who would 
lose their land and those who would get 
water tor their land In this respect at least 
there is not muih difference between the 
past and the present except in the matter of 
tempo Ecologically the past was not more 
virtuous/wiscr than the piesent 
Finally let me quote the evidence of an 
ancient wise man on the effects of ecological 
wisdom ot the ancients Plato describes the 
effects of deforestation and soil erosion in 
ancient Greece as fol'ows 

What now remains compared with what then 
existed is like the skeleton of a sick man 
all the fat and soft earth having wasted away, 
and only the bare framework of the land 
being left there are some mountains which 
now have nothing but food for bees but they 
had trees not very long ago there were 
many lofty trees of cultivated species and 


boundleu patturtiig»for floi^ Mor«o9er. 
It wu enriched by the yearly rains from 
Zeus, which were not Inst lo it. as now. by 
flowing from the hare land into the sea, but 
the soil It had was deep and therein it received 
the water storing it up in the retentive loamy 
soil and provided all the vaiious districts 
with abundant supplies of springwaters and 
streams whereof the shrines still remain 
even now at the spots wheie the touinalns 
formerly existed [Ponting 1991 76) 

The cases ot ecological destruction 
revealed by archaeologists and historians 
might perhaps be dismissed by those who 
romantic Isc the past as i soloted cases Perhaps 
such cases were really not very numerous 
But there is no doubt that in all traditional 
advanced cultures ot the world - the Indian- 
Hindu the Arabic-lslamic the Chinese- 
Contucian etc, there was always and there 
IS still exploitation and oppression violence 
andcrime We know that in almost all cultures 
ofthcworld hierarchy class or caste system 
and patnarchy have condemned large parts 
of the population to apermanently humiliated 
existence tor no other reason than that they 
were born in the wrong family or as women 
And almost all cultures ol the world 
including the tribal ones have waged wars 
It IS not even true th.ii the wise men ot the 
ancient Indian culture wcic apostles ot non 
violence The entire Bhagavat Gita is in 
exhortation tor fighting a wai And historians 
tell the talc ol Hindu colonial and cultural 
conquests in south cast Asia between the 
second and 16th ccntuiies AD J iinism and 
Buddhism aie non violent religions But 
they do not torbid economic exploitation 
ot lellow human beings In view ol these 
tacts one cannot have respect tor all 
cultures And except in the case of their 
economies which were probably mote oi 
less ecologicallv sound I do not see any 
essential rationality’ in each traditional/ 
pre industrial culture (not lo scak ol each 
modern industrial culture) The ancient 
Hindus did not create their caste system 
and untouchability in order to adapt 
themselves to their particular ecology And 
nowhere in the world did/dues the 
ecosystem make it necessary that men 
should oppress women 
In almost all societies there arc (have 
been) contradictions and conflicts and some 
ot them arc (have been) related to cultural 
values There are (have been) struggles 
against exploitative oppressive, discri 
minating values, mores and customs, 
struggles against superstition and tor 
scientific knowledge And in general, there 
are (have been) struggles lor emancipation 
No culture deserves who|(;sale praise or 
wholesale contempt And all of them are 
inadequate for the difficult and complex 
tasks of today Today only dialogue and 
critical as well as differentiating solidanty 
arc appropriate behaviour in the telations 
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between |)eopIes betongtng lo different 
cultures 

To be sure, there ere (have been) tribes, 
among the members of which solidarity and 
mutual help is/was the norm But this norm 
is/was neverextended to the members of the 
neighbouring tribes And the same tribes 
have/had no norm that prohibits exploitation 
or even massacre ot neighbouring tribes 
(look at the Hutus, Tutsis and the Zulus, tor 
example') In any case, it is illogical to build 
up a whole ideology or an alternative 
paradigm on the basis ot a tew positive 
elements in a tew exceptional cultures 
Equally illogical is to quote a tew suitable 
sentences from the rarely read holy and 
philosophical texts ot traditional advanced 
cultures and then to assert so is/was their 
culture The Bhagavat-Gita and the 
Upanishads were/are not expressions of the 
actually existing Hindu culture Just as little 
was/is the Sermon on the Mount an 
expression of the actually existing cultures 
of the Christians 

Thloretkai Ekror 

A fundamental theorctiial error of the 
protagonists ot the cultural approach is to 
draw a parallel between ecology and culture 
They talk ol ecological and cultural diversity 
in the same breath Diversity is absolutely 
essential and monoculture is very bad lor 
the health ol a patlicular ecology But .for 
the health ot a human society, it is not had 
if all people in it speak the same language 
or wear similat clothes or worship the same 
God There is another dilferencc A mango 
tree will not grow in Europe and an apple 
tiee in south India But Christianity has 
thrived in the Philippines and Yoga has 
become very popular in Europe We have 
to oppose genetic engineering because ot its 
dangers An artilicially created bacteria mav 
multiply and spread uncontrollahly and 
cause irreparable ecological damages But 
.an artificially created cultural or social 
institution can be abolished or counteracted 
it It proves to be harmful (whether the political 
decision to do that will be taken is another 
question) 

Lewis Mumlord one ot the major 
philosophers ot the eco-alternalive 
movements in Europe and America, gives 
another reason for preserving the traditional 
(he says national and regional) cultures He 
wrote 

One of the great benefits of individualised 
national and regional cultures is that, it the 
opportunities are consciously seued, these 
potential alternatives can be expeiimented 
with under varied conditions and then 
advantages compared Any philosophy of 
history that lakes account of natural and 
humandiversity must recognise that selective 
processes tn nature have reached a higher 
stage in man. and that any mode of organising 



human activkiet, mobhahtctlly or insti< 
lutionally. which limki the possibilities of 
continued trial, selection, emergence, and 
transcendence, in favour of a closed and 
completely unified system, is nothing less 
than an effort to arrest human cultural 
evolution (Mumford 1970 1591 

This IS not convincing Firslly, he is 
reducing the national and regional cultures 
to the status ot guinea-pigs to be experi¬ 
mented with Secondly, the argument here 
sounds like wc should have a culture bank 
just like we should haveagene bank Neither 
IS a very respect! ul attitude to other cultures 
And thirdly, it is the protagonists of the 
cultural approach who are trying to arrest 
human cultural e\ olution by demanding that 
traditional cultures should remain as they 
arc or even become again as they were 
before But my argument against Mumtord’s 
observation is that neither cultural guinea- 
pigs nor a culture hank is nfccessary tor his 
purpose in nature, il a species becomes 
extinct, It ts gone tor ever But wc can. il 
we want, revive old extinct cultures or 
elements ihereol Descnpiions ol old cultures 
and ihcir various elements are available m 
books The revival ol the Olympic games 
IS a case in point Moreover, whereas gcnciic 
engineers need a gene bank tor their 
experiments and creations we can use our 
fantasy and imelligcncc toi creating entirely 
new social or cultural institutions, rules and 
regulations 

WllAI U( PlOMtJ, Wani ’ 

Piotdgonisisol ihecultural approach insist 
onthcpcopics right lobcdillerenl the right 
not to become like the Europeans Alright 
but who IS compelling them to be like the 
latter’ Since the 1960s, all peoples ot the 
world arc at least politically tree And since 
the early 1980s the Pisanis and Narduccis 
and the EEC are even telling the peoples ol 
the south to be dll Icrcnl Nobody prevented 
us from using c imcis or bullock carls or 
wearing dhotis instead ol trousers II is wc 
who wanted to have cars and wcai trousers 
and so on 

Ol course since the 1960s, the 
circumstances have changed and many 
indirect (economic) compulsions havccomc 
up But in principle, nobody would have 
any objection it a people (or a pan ol iDitscll 
wants to revive preserve and practise its 
traditional culture as long as that does not 
harm others But what do the peoples want ’ 
What arc their dreams and visions ’ There 
ts no doubt at all that the great majontics 
ol all the peoples ol the south want to catch 
up on what the north has achieved in the 
areas ol economy, science, technology, 
education, etc in addition to their own 
traditional an, literature, music, etc, they 
also want to learn and enjoy what the west 
has created in these areas One only has to 
look at the Hindus. Buddhists and Muslims 
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in India, Thailand and Egypt and dim would 
be convinced that it is so. Whether that la 
good or not Is a difterent question There 
ts no doubt that in social mutters - eg, 
marriage and other ceremonies, rituals and 
customs in connection with birth and death 
- in religious matters and in mutters of 
clothing, most peoples of the south practise 
ihetr traditional culture to a great extent But 
this they do only so tar as it docs not stand 
in the way ol their eltorts to catch up with 
the north in the areas ot economy science, 
technology and education 
Protagonists nt the cultural appioach want 
that the indigenous peoples practise their 
traditional cultures But what do the latter 
themselves want t Let us take an example 
from India Siddharta, himself a protagonist 
and activist ol the cultural approach, writes 
about the kurubas a tribal people ot 
Karnataka 

Apart fiom imitating Hindu values they are 
also being influenced by western and 
commercial values communicated through 
the cinema Many tribal youth do not know 
iiibal songs but will enthusiastically sing 
lilm songs in the Kannada language They 
still practise herbal medicine But modern 
medicine has m.sdedcep inroads For sei lous 
ailments many get admitted to goveinment 
hospitals II ihctiibalsarcgivingupsome 
of their values it is not entirely because ot 
the .iggrcssiun ot the capitalist economy To 
a certain cxicni they themselves want these 
changes The space that the modem peiiod 
cicates lot the individual is exhilarating to 
manv iribal youth who linU some ot the 
customs ol the clan oppressive (like the 
aiithoril) vested in the yj)ainanj or chiel, 
foi cx.impic) It must be .idmiilcd ihai the 
tieedom of (he individual and the space lor 
that ISjnimpoiiantgam|Si<ldliatl<i 1991] 

I think similar things more or less can be 
said also .ihout other tribal peoples ol the 
woiId also about the Amci ican Indians, also 
about Ihosc living in the loresisol Am,(/nnia 

IVDI SIRIAI Civil ISA MON AMI) CAPirAI ISM 

Why should the western lullurc be bad 
lor the peoples ol ihe south il ii is good 
lot the peoples of ihe north' Verhelsl 
perhaps saw this question coming He 
writes ‘Like the third world the west is 
suticnng from c uliuiai uprooting” 1 hat is 
also the opinion ol Siddharta. who has 
lived many years in France This is 
contusing For, western culture cannot be 
uprooted by western culture Who or whal 
is then uprooting it' At this point Verhclst 
suddenly makes other factois icsponsibic 
for the evil, namely, thegreal Piomethcan 
adventure iniensitied during the Iasi 1(K) 
years” and the modern culture ihiough 
which many westerners have become 
‘cgoccnlrit' and “creatures ol domination 
and compciitivcness' | Verhelsl 1990 72) 

With this analysis I fully agree In plain / 
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Englilh, theie factors are called industrial 
civilisation and capitalism, the destructive 
results of which the protagonists of the 
cultural approach are actually criticising 
but wrongly attributing to western culture, 
which, according to Verhelst himself 
“contains much of great value". Industrial 
civilisation and capitalism (also the 
‘socialism' of eastern Europe was only a 
variant of industrial civilisation) are 
evil, not because they originated in the 
west, but because they are ecologically, 
economically, socially and politically 
destructive - both in the south and the 
north. The alternative programme of the 
critics should not, therefore, be a return to 
or retrieval of eastern, traditional, regional 
or national cultures, but an ecological and 
collective economy, an egalitarian and 
solidary society and a truly democratic 
political system - both in the south and the 
north. 

Against the strong temptations of 
industrial civilisation and capitalist culture, 
appeals to love of difference, tradition and 
cultural identity have no effect. They do 
not convince. Also the existing religions 
with their long and not very glorious 
history do not convince any more. 
Especially Christianity that calls upon its 
followers to ‘subdue’ the earth and "have 


dominion over every living thing that 
moveth upon the earth” and all the religions 
that are oriented towards life in the next 
world are unsuitable as rallying points for 
saving the world. Actually.inthisconnection, 
we should differentiate between religion, 
ethics and spirituality. Like a baby, a religion 
demands total acceptance. As in the case of 
a baby, it is extremely difficult to accept only 
the good aspects of a religion and to reject 
the bad ones. What could probably convince 
are informations about and logical analysis 
of the great ecological, economic, social and 
political dangers arising from industrial 
civilisation and capitalism. But that alone 
won't do. It must be«upported by a new 
ethics, the basis for which already exists in 
almost all hpman beings in the form of an 
ability to love and a sense of justice. No 
doubt, the human psyche contains also the 
abilities to hate, to kill, to be unjust and so 
on. But the struggle between the two sides 
of human character is not yet over. Creation 
of the new ethics and making people accept 
and practise it ar»the greatest cultural tasks 
of t^ay and the near future. 

We Need New Cultures 

Some of the protagonists of the cultural 
approach have also recognised the need for 


Change or reform^ wfaidi mutt, howtiver. 
according to-them, remain within the 
framework of traditional/indigenous 
culture. For Agarwal, “the return to one's 
own culture” is “not a blind harking back 
to traditions" [Agarwal 1987:351], Sachs 
writes. ‘The opposite of ‘development’ is 
by no means stagnation. ...From Gandhi's 
‘swaraj’ to Zapata's 'ejidos' there are in 
every culture visions of change”. But even 
this modification or attenuation does not 
remove the negative aspects and dangers of 
the slogan ‘back to tradition'. Moreover, 
many and radical changes are necessary for 
solving the problems we are confronted with. 
But a culture that wants to change itself 
radically must be prepared to cetfte to be the 
same culture, if the Americans, in 20 years 
from today, give up their private cars and 
travel only by trams, trains, buses and 
bicycles, eat only vegetarian food and 
dissolve their armed forces - all necessary 
for ecological and humanitarian reasons - 
then that would no longer be the ‘American’ 
culture, but a new one. 

Indeed, we must leave behind the 
traditional cultures as well as the modern 
industrial/capitalist culture, however much 
we might be in love with or used to them. 
We must create new cultures. We must not 
wecD over the evaporation of traditional 
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'ciiliiinii. AU MtititrtaiiiHiitef 
pfovMl themseivet to b« htotita^te of 
ttekllng th« great criiei mankind it 
confhx^ with today, criwi which theie 
cultufes have thenuel vet generated through 
their omittiont and eommifiioni. It need 
not be one tingle new culture for the whole 
of mankind, ^though 1 do not know any 
argument againtt it except that cuitutid 
dlvenity it a beautiful thing. By all meant, 
we can have aeveral new cuburea in fUture. 
Why thouJd anyone be afraid of the origin 
of ney cultures? In the history of mankind, 
many cultures have disappeared and all 
cultures originated sometime in history as 
new cultures. None Is there since elernity 
and for eternity. 

The new cultures to be created must 
accept some categorical imperatives which 
were unknown to the hitherto existing 
cultures when they originated. The most 
important of them is the ecological 
imperative. They must accept the limits to 
growth - both to economic growth and to 
growth of population. A large number of 
children must not be considered as God's 
gift. Nor must the desire for a private car 
or at least one son be respected. 

And they must accept the imperative of 
equality. Without equality there will be no 
peace, neither in a society nor among the 
peoples of the world. All the ideals of 
Enlightenment and the French Revolution 
did not bring peace because the principle of 
equality was reduced to mere equality before 
law. In the name of right to property, great 
inequalities in income and wealth were 
legitimised. In the name of freedom of 
contract, exploitation of fellow citizens was 
allowed. And in the name of ‘white man's 
burden', colonial conquest, plunder, 
oppression and slavery were declared as a 
civilising mission. The west's betrayal of the 
ideals of Enlightenment and the French 
Revolution is the original cause of today’s 
counter>Bnlighienment of all kinds - 
religious fundamentalisms, racisms, 
nationalisms, ethnic expulsions, xenophobia, 
etc. It is mainly under conditions of 
exploitation, oppression, discrimination or 
contempt by another people, which is 
somehow dominating, ruling or superior, 
thiU an excessive, morbid, separatistic need 
for identity arises. It may be called cultural 
identity, Imt it may be based on anything: 
nation, tribe, race, clan, caste, religion or 
language. But also a return to the genuine 
ideals of Enlightenment is no longer 
adequate. Even if they were realised, that 
would not solve the pr^lems. For, even the 
philosophers of Enlightenment were not 
aware of the ecological and demographic 
problematique. 

Siddharta reports about the kurubas that 
“they lived as a group and their collective 
responsibilities were sacred. lf~Mmebody 
did not have food, he did not starve. The 


tribe law to it dud had enough to vit. 
In general, they had a coBectlve spirit. This 
value must be defended, revived and 
developed hirtlwr- not because it is pan of 
the traditional culture of the kurubas but 
because it is good for them as well as for 
the whole mankind, and especially because 
it Is the right value for the great tasks ahead. 
This value is necessary for peace and 
ecological transformation of economy. 
Where it does not exist (any more), It must 
be created anew. 

There is no rule that the ideas and 
Impulses necessary for the radical changes 
must originate in the particular culture 
concerned. In the history of mankind, ail 
peoples have learned a lot from one another. 
The Europeans took over Christianity from 
the Palestinian Jews. Gandhi learned a lot 
from Tolstoi. Ruskin and Thoreau. And 
many Europeans and Americans have 
leanied much from Gandhi and LaoTse. 
Why should we then be suspicious of the 
slogan 'one world’? The laws of nature are 
the same for all peoples and the earth is 
one from the very beginning. Also the 
world of the various peoples must become 
one for several purposes. The most 
important of them is solving the global 
ecological problems. But also for solving 
the local ecological poblems and the problem 
of hunger in the poor countries of the south, 
global co-operation and help from the rich 
countries would be necessary, at least for the 
next two or three decades. ‘One world' need 
not necessarily mean the one world 
conception of the GATT, the World Bank, 
the IMF and the TNCs. Necessary for the 
process of making the world one in our sense 
is - apart from dialogue, solidarity and 
mutual help - also constructive criticism 
and self-criticism among those minorities 
in all peoples who want to change the 
world and so save it. Nobody is saying that 
the Europeans and Americans must take 
the initiative in changing the traditional 
cultures of the south. But if some people 
in the countries of the south are struggling 
to bring about the necessary changes. th«i 
it is legitimate and necessary that their 
political fnends in the north help them with 
moral and concrete support. For example, 
when Tasicema Nasreen is struggling in 
Bangladesh against Muslim hindamentalism, 
it is the duty of idi people in the world who 
share her views in this matter to amplify 
her efforts by criticising Muslim and all 
other religious fundamentalisms. Similarly, 
it is legitimate and necessary that we in the 
south criticise Euro*American culture, not 
only because it is exploitative and 
ecologically destructive but also because 
it violates human rights through 
discrimination against the blacks and 
foreigners and by rendering hundreds of 
thousands of Europeans and Americans 
homeless.' 


' I fldi ifnkl that the world bf tl^' 
future will know only one monotdnoui': 
culture. The lUture ecological and decemrtf! 
eco'nomies and the various new institutiomt- 
of the different regions would providd' 
enough space for new and differe 
expressions of economic, social, politic^; 
religious, spiritual, literary and artistic Itfi^ 
of the various peoples. But we must npl 
forget chat the peoples of the world are ont;^ 
so many varianu of the same human species;: 
The similarities between them ate muc^h 
greater than the differences. I do not moM 
by it only the species-similarities. Thp' 
peoples of the world are not onIy| 
biologically similar. Psycho-analysis hav% 
shown that also their psyches antHl 
unconsclouses are similar. They dreaih 
similar dreams. Al so theircultures are largely 
similar. Institutions like marriage and fsi^y^^ 
belief in a God or in gods and goddesses,; 
priesthood, temples, etc, artistic expressionf; 
likepoetiy.musicanddance - ailihesethiiigii; 
are almost universal. They existed aniojl^j 
most peoples even before they had contaptlj 
with each other. So, also culturally, we 
one mankind. 

Notes 

1 Wolfgang Sachs: Zur Archaologie (ti^| 
Entwickluftgsidee (an essay in 6 pons), 
EPD EP-, difTeienl issues. 1989. (The ent^| 
has also appeared in English, but I cannot givd^' 
the details. English translation of the title; Ol|J 
the Archaeology of the Oeveiopment Idea.)! 

2 The two terms ‘West* and 'North' mean 
discussions of this kind actually the sartiei 
thing. 'West' is generally used when thesubje(il’| 
matter is culture, ‘North’ when it 
development. 1 have had to use both bedai^^ 
my subject matter is both culture umI^^ 
development. 

3 In the Universal Declaration of Human 

of the UNO (1948). dwelling is explicil^^l 
mentioned as a human right (Article 
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REVIEWS 


Land Reforms and Agrarian Change 
in Karnataka 

Surinder S Jodhka 

Land Reforms and Changing Agrarian Relations by C B Danilc Rawat 
Publishers, Jaipur, 1991 IX + 249, Rs 125 


I 

IT IS lathcr surprising that despite the laigc 
VQliimcoMitcraturcdvailableon the successes 
and failures of land reform legislations from 
difTerent paits of the country not many 
tntcru level studies have been carried out to 
understand the consequences that l.ind 
reforms might have had on the related aspects 
of village life such as agrarian relations 
rural power structure changing caste 
equations and poverty I his can peihaps be 
attributed to the tac t that muc h of t he 1 1 lei al ure 
on post independence developmental 
programmes h is ignored the signilicame of 
a historical peisiseclive and the need tor 
undersi inding vinous ispccis of the 
changine igiaiiin structiiii in rel ition to 
one anoihci (I’andey l‘W4| li is in ihis 
context that ( B Damic s bools becomes an 
important contribution lo ihe exisimg 
literature on agririan processes in 
conicmporaiy India 

I'hc noviliy ol Diinli s slud> lies m his 
ability to combine a hisiorical pcispcclivc 
with a field study ol loin villages Damic 
selected two villagesi ac h Irom a suhsisiciicc 
and commercial selling loi Ins held sliidy 
111 Ihc Dalsshin,! K.inn.ida IDK) disiiicl of 
Katnalaka One \ill,igc m e.u h selling w is 
known lor succcsslul implcmeniation o( 
land iclorms and ihcother w is selccled horn 
amongst the low impicmemahon villages 
This made lus lesearch disicm loi the held 
Study doubly coinpaMtive 

Damic mempis lo deal bioadl> with two 
qucslions I irst an analysis ol the spccitic 
context and the various icicvani luiois 
alleclmg the iinplememaiion ol dillcrent 
land iclorni legislations in the DK disincl 
And second the w.i) thcsi Icgisl.iiivc 
measures have changed the .rgr in in struc lute 
in 4 micro setting Wiihthis what PC loshi 
m his lorcword lo ihc book describes as 
‘comparalivc hisioiical approach Damle 
tries lo show how much ol ihc claims 
about radical nature and successlul 
Implcmeniation ot the 1974 Land Relorm 
Aei IS a myth Looking ai it togeiher wnh 
ihenegativecllciis ol the 1961 legislation 
Damle argues that the ovciall impact ol the 
1974 Act on Ihc agiartan structure ol the DK 
district has been veiy limited He also tries 
to show how even in the success villages 


the 1974 Act did not Jc.id to anv radical 
change in terms ol the land ownership 
patterns or the social inequalities 

Damle identities two necessary condtions 
lor the successlul implenientalion ol land 
rclorms First an active polilical will and 
second socio-poliiical consciousness and 
organisalional stiengih ol the tenants For 
optimal icsulls the two have to be present 
simultaneously While the government 
intervenes from above, the supprcssedclasscs 
have to play a complementary role Irom 
below (p 17) 

The lirsi two chapters ol the book spell 
out ob|ectivcs location and tramewoik ol 
the studv The third and lourih chapters arc 
largely historical iri natiiie In the rest of the 
book Damle discusses the lindings ol his 
licid study 

II 

Bcloie the idvent ol the British rule the 
igi irian situation mthe South Kan.ira rceion 
was I curious blend ot peas ml piopiicl uy 
system and isvsicmol sub micudation with 
I Hid lords tenants sub iimanls and bonded 
laboui icpicscntingdilleieiulayeisotmtciesl 
ml ind lockcdiniiesol mutual dependence 
(p II) I ike other paits ot the countiv 
Biilish rule h.id brought about signilicani 
changes mihcagiaiiaiistrucluicol the region 
Ihe two ciucial changes that came about 
with the raiyalwari sctilemeni were ii) a 
gradual hul sigml’cani inclease in the 
incidence ol tenancy and (n) growing 
practice ol land mortgages olten lesullmg 
in the ilicn.ition ot land This was made 
possible by Ihe tonlcrmcnl ol loimalised 
pnv itc ownership ol land by the colonial 
icgime This trend continued till the middle 
ol Ihe2()thcentury Bciween 1901 and 1951 
the number ol lenanis in DK disinci went 
up by 125 per cent (p 45) As it is well 
known this was a pan-Indian phenomenon 

ll was in this background that land retoims 
were seen to be necessary lor any kind ol 
positive economic change w ith social justice 
and lor creating a sik lal base lor a democ i alit 
sysieni ol governance 

Though the present stale ol Karnataka 
came into existence in 1971 dillercnl 
legislations weie being passed since 1948 
that allected one or the other part ol the stale 
(earlier known is Mvsorc stale) Most 


important ol these was the Mysore Land 
Rclorms Act ol 1961 The mam objective 
ol this Aci was to provide security to Ihe 
tenants against eviction The act also imposed 
ceilings on landholdings and with the 
except ton ul those cultivators and agricultural 
labourers who wanted lo scit-cullivntc, 
nobody could huy agricultural land 

This Act turned out to he a tarce Though 
It was trained tn 1957, the Act was 
implcmentod only in 1965 and that too with 
.1 number ol Umpholes The landlords got 
enough time lo take caic ol their mtcj;csts 
A large number ol tenants weic eviUcd in 
ihcnameol ‘icsumplionlorsolt cultivation 
To avoid ccilings mala tide iranslers ot land 
undci di I Ici ent names were c arried out dun ng 
those eight years In the coniext ot a near 
complete absence ol political will’ the Act 
ended up harming the iniercsis ol those 
whom It claimed to henctit 

The main contention ot Damic is that the 
real impact ot ihc much celebrated 1974 
Act cannot be understood without giving 
due consideration to Ihe negative’ impact 
that ihe 1961 Act had paitiiularly in the 
case ol ten inev rclorms By the time the 
radical tenancy legislation was tabled in 
the stale legislali vc assembly lor enaclmc III 
III 1974 nt irly 78 per cent ol tin ten inis 
had alic idv lost their occupancy nghls 
because ol Ihcir tviclions mostly on the 
tlimsy mound ol icsumpiioii lor self 
culiiv ition (p 65) However the author 
docs not (ompictciv dismiss the positive 
imp.ietotihc l974Act HismameoiUeiilion 
IS that the impael has been iiuieh lessei than 
what It has been mack out to be Much ot 
this contusion has been creaicd bv a shilt 
in the base year to 1970 71 

HI 

To examine Ihc impact and dynamics ol 
land rclorms al micro level Damle shills to 
a discussion ol his held study in his tilth 
and sixth chapters The two level 
comparative analysis i e between 
subsistence and commercial setting on the 
one hand and belween success and low 
implcmeniation villages on iheolher helps 
him draw some micicsting conclusions 

His tirsi aigumciit is that more than 
anything else ii was ihe ability ol the 
contending classes to mobilise their strength 
and resources that mattered If tenants 
organised themselves, the chances ol ihcir 
being able lo get ownership rights over land 
w ere more and il landlords got together, they 
succeeded in defeating iht* legislation 
Similarly where landlords came Irom non 
cultivating upper casics and were largely 
absentees, the ch4tnces ot tenants getting 
their wav was more than tn situations where 
landlords came Irom cultivating middle- 
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upper castN who had tnon diraci intereiM 
in the land 

Second, the land reform legislations were 
more effective in the subsistence paddy 
cultivating areas than in the commercial 
plantation vil lages. And interestingly, in both 
the settings, most of the transfers took place 
among the upper and middle castes implying 
that even where the land reforms were 
successful, the beneficiaries came from the 
upper and middle castes and rarely from the 
dalit caste groups. 

However, land reforms, even where 
successful, had not been able to alleviate the 
economic status of the benetlciarics much. 
Though the ex-tenants had become 
landowners (even the agricultural labourers 
who got homestead land were no more 
■landless’) most of them had unviable 
holdings and the-se holdings were getting 
further tragmenieci This process was more 
pronounced in the subsistence setting where 
the proportion of unviablc holdings among 
the middle castes was as high as 86 per cent. 
Hence, most of them had to look for 
dlicrnati ve .sourcesof employment, including 
agiicultural labour. 

The situation in the commercial setting 
was better. A higher proportion ot the ex¬ 
tenants had stopped working as wage 
labourers and had become self-sufficient. 
Danile also suggests that the overall 
economic development had been 
comparatively more in the commercial 
setting than in the subsistence setting. 
Consequently agrarian relations in the 
commercial setting had become more 
formalised while the elements of ‘patron- 
client’ types of dependency tics were .still 
visible in the subsistence setting However, 
in both the settings there had been an 
overall increase in the number of 
agricultural laboureis, particularly casual 
labourers This too had been a consequence 
ot the land reforms Many of the ex-tenants 
who got evicted had joined the ranks of 
the agricultural labourers. 

However, Damle's discussion of the field 
study seems to have very little continuation 
with the earlier chapters based on secondary 
and historical source material. For example, 
the ‘political will’ factor has almost been 
completely bracketed out while assessing 
the causes and consequences of land reforms 
in the study villages. 

Apart from the land reforms, another factor 
that Damle feels has played ^ critical role 
in bringing about some positive economic 
change in the DK district has been the 
availability and growing popularity of the 
institutional sources of cr^it. Credit plays 
a crucial role in reproducing dependency 
relationships in agrarian societies [Brass 
1990; Jodhka 1994]. And in a context such 
as this the relations of credit assume particular 
significance for any discussion of changing 
agrarian relations. 


However, Domie’s claim that the “private 
credit system’ had declined significantly 
and the credit needs of almo.st all the 
categories were being met by the institutional 
sources sounds a little premature specifically 
in light ot his own claims regarding the 
growing fragmentation of holdings, their 
becoming unvlable and there being virtually 
no increase in the income of landless 
labourers. Evcnifinsignitlcantinquantiiative 
terms, the nature of dependencies that the 
borrowings by landless labourers and 
marginal landowners from big landowners 
could be of crucial significance for a 
sociological analysisfofthe agrarian stfucture 

The author’s framework of agrarian classes 
IS also rathei louse. Analysis of agrarian 
class structuie has a long tradition particularly 
in Marxist scholarship. Damle nut only 
Ignores the classical writings (of particular 
significance here would be the contributions 
by Lenin, Mao and Kautsky). he al.so bypasses 
the Indian debate on the subject He tends 
to operate purely at an empincal level to the 
extent that his framework of agrarian classes 
differs from chapter to chapter and setting 
to setting The usefulness of concepts like 
class lies in their abstract nature and their 
applicability in varied empirical contexts 
as heuristic devices. This becomes 
particularly important inacomparativestudy 
like the one that Damle has done. 

In the same way his attempt todifferentiate 
the class ot ‘rich landowners’ and that of 
'big landlords’sounds alittletooeconomistic 


when both seem to come from similar cMte 
backgrounds and not always were his, 
’landloids’ purely absentees going by his 
own observations in the case of (he Shiriyarit 
village (p 125). Similarly, putting medium,' 
small and marginal landowners together ilf 
one category does not make much sense 
particularly in the light ul ihe criticul 
significance (hat has been assigned to (hi' 
‘middle peasantry’ in theliteratureon peasant 
societies. 

Though It IS difficult to expect completely 
(lawless printing, repealing a whole 
paragraph (pp 197-98) could have easily 
been avoided had the editors been a little 
careful. 

However, none of these problems rob the 
book ol Its value as a useful contribution 
to Ihe growing sociological literature on 
agrarian processes in contemporary India, 
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A Sane Nuclear Policy 
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Indo-Pak Nuclear Standoff: The Role of the US by P R Chari; Manohar 
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A NATION’S sanity, as that of an 
individual, is put to test when the peril 
touches survival itself As it is, discussions 
on foreign policy in India and Pakistan 
reek of chauvinism, dressed in self- 
righteous rhetoric which never succeeds in 
concealing double-standards. This book 
is an outstanding exception. It is a powerful 
plea for sanity in nuclear policy. What is 
more, it is extremely well documented and 
fairly sets out and analyses contrasting 
viewpoints. Published under the auspices 
of the Centre for Policy Research, New 
Delhi, it is in a sense a working paper for 
the policy-maker and analyst. The relevant 
material is cited in the book, options are 
defined and conclusions slated. The reader 
who disagrees with the analysis on any 
point will be able to pursue the leads since 
nothing is suppressed from him. 

A carefully calibrated policy has to chart 
acourse in the grey zone. The author chans 
such a course throughout. He rightly 
dismisses the exaggerated fears voiced by 
the Americans, with calculated persistence, 
as also some versions of the nuclear 
capabilities of India and Pakistan Yet he 
points out that the situation is grave enough 
and the balance of terror is far less stable 
than many imagine. The two states have 
never had a dialogue worth the name on 
their relations in the nuclear field. They 
have spoken to each other mainly through 
the US which has its own agenda. Minister 
of state for external affairs K Natwar Singh 
said on November 8, 1986 that it was 
‘Irrelevant to say ’talk with Pakistan”’ on 
the nuclear question. “It is a global 
problem and Pakistan has a role to play 
as a proxy of the US. That is why it is not 
bilateral.” The Rajiv-Zia accord on talks 
on October 23, 1985 in New York was 
swiftly aborted. 

Robert L Gallucci, now US negotiator 
with North Korea, said in 1993, “if a nuclear 
weapon is to be detonated in anger in the 
next five years or .so...the most likely place 
would be South Asia .. I see countries that 
are contiguous, both able in the near-term 
to deploy nuclear weapons if they so chose, 
both with some delivery capability and 
both moving in the direction of ballistic 
missile capability that cpuld be applied to 
nuclear weapons These are countries that 
have fought before and that have a near¬ 


term crisis that could erupt at any moment 
in Kashmir.” The CIA's director, James 
Woolsey, had the same tale to tell. India 
and Pakistan present “the most probable 
prospect for future use of weapons of mass 
destruction". 

The Clinton administration's second 
report to the US Congress, submitted on 
February 8, 1994, on Progress toward 
Regionat Non-Proliferation in South Asia 
states: “We continue to believe that both 
India and Pakistan could assemble a limited 
number of nuclear weapons in a relatively 
short time. India and Pakistan have combat 
aircraft that could be modified to deliver 
nuclear weapons. Both are developing or 
seeking to acquire ballistic missiles capable 
of delivenngnuclear or chemical weapons. 
Such weapons have the potential of staking 
major population centres in the other 
country.” (Emphasis added by the author.) 

The author’s comments are apposite: 
“Whether they do possess nuclear weapons 
IS a matter of spedulation. But the consensus 
of opinion IS that the period intervening 
between a decision to acquire nuclear 
weapons and its availability to them has 
been reduced to weeks. Following several 
recent crises in their bilateral relationship, 
e g, in early 1987 during the Brasstacks 
exercise, and mid-1990 following a troop 
build-up on the Indo-Pak border, this time- 
frame could have been reduced further to 
days.” 

India displayed its nuclear weapons 
capabilities two decades ago on May 18, 
1974 with the Pokharan explosion. The 
author is one of the few in this land to assert 
in print that it was a mistake, which indeed 
It was. One wishes someone would do a 
study on that event alone. Why did Indira 
Gandhi give the green signal when she did? 
What were the considerations that governed 
her decision? Those of domestic politics? 
For, every relevant consideration militated 
against it. The author cites some. One might 
add the ongoing talks with the US on joint 
determination to start the reprocessing plant 
at Tarapur. A test made sense only when 
we were out of the woods. In 1974 we were 
not. Israel has not tested a nuclear device 
but has fostered the impression that it has 
nuclear weapons. 

The author sums up the debate in India 
and Pakistan on their respective nuclear 


postures, holding the scales even while 
doing so. The two took different routes. 
“India's route, deriving ftom its nuclear 
energy programme, would be based on 
plutonium derived from its natural uranium 
fuelled, heavy water cooled and moderated 
reactors, and separated In its established 
reprocessing facilities. By contrast, Pakistan 
would follow the uranium path, based on 
its centrifuge enrichment capabilities. A 
further significant difference between 
their military-nuclear programmes is that 
India’s nuclear option is derivable as an 
offshoot of its diversified atomic energy 
and space programmes, whereas Pakietan’s 
option is more narrowly focused on its 
enrichment facilities and limited missile 
capabilities. 'These circumstances make it 
possible for constraints and denial regimes 
to target Pakistan's relevant nuclear 
programme more easily than is practicable 
with India." 

There are three fundamental differences 
between the two. India’s programme is 
under firm civilian control. In Pakistan it 
is the armed forces who rule the roost. For 
all the circumspection it. exercises, India 
has been vastly more open about its 
programme. Not so Pakistan. Finally, 
Pakistan’s uranium enrichment programme 
has no nuclear reactor to fuel. 

India is miles ahead of Pakistan. “It is 
believed incidentally that India is 'showing 
an interest in materials that are necessary 
for the development of thermonuclear, as 
distinct from only nuclear weapons’. It 
also has a nuclear-powered submarine 
(Advanced Technology Vessel) programme 
bas«i on the Charlie class SSN (INS Chakra) 
that it had leased and later returned to the 
former Soviet Union. Enriched (20 per 
cent) uranium would find use in a reactor 
to power submarines. Despite routine 
disclaimers thdt 'India does not have any 
regional or international ambitions and the 
country's naval capability is being only 
tailored to guard the long coastline and 
the exclusive economic zone', the strategic 
direction of all these developments is 
clear and would explain the interest 
revealed by India in uranium enrichment 
technology.” 

Both countries have embarkedon missile 
programmes whose objective cannot be in 
doubt. “The question remains to be 
satisfactorily answered as to how this 
missile, or the Agni, could be cost effective¬ 
ly deployed unless they are (quipped with 
non-convemional warheadt." 

Against this background, Chari proceeds 
to (fiscuu the options open to the two 
countries pointing out, however, the 
asymmetry in tlmir respeoive situations. 
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Imlta hat to reckon with China. Pakistan 
is virtually an ally of China. It is ail too 
obvious that despite the significant 
improvement in Sino-Indian relations, 
China has not given up its objective of 
containing India on the subcontinent. 

The options vary from estalAshing a 
minimum deterrent posture based on 
untested nuclear devices to overt 
nuclearisation. A sense of realism is injected 
in the appraisal of the options. “Any nuclear 
force contemplated by India would need 
to configure into planning exercises the 
need to deter both Pakistan and China. A 
nuclear force based on first generation 
fission weapons that could be delivered by 
aircraft or short-range surface-to-surface 
missiles would serve as a plausible deterrent 
against Pakistan. But the requirement of 
nuclear forces vis-a-vis China would be 
quite different and would need to include 
a minimum deterrent force of relevance 
against China. At the very least the Agni 
IRBM would require deployment ina land- 
mobile configuration to ensure their 
survivability, because it would need 
emplacement near the Sino-Indian border 
to acquire value targets in mainland China. 

“A nuclear warhead miniaturisation 
effort, coupled with a regular missile testing 
programme, would be unavoidably 
necessary if Agni is to be deployed. 
Assuming that such a test series is possible 
and IS effected, the nuclear forces that India 
would have to deploy for establishing 
deterrent capabilities against Pakistan and 
China would in totality need to be fairly 
sophisticated and considerably more tech¬ 
nologically advanced than a rudimentary 
nuclear force that may suffice in the Indo- 
Pak context.” Are wc prepared for that 
now? “The question whether missile 
deployment would stabilise or destabilise 
Indo-Pak relations is unanswerable with 
any degree of finality. All that can be said 
is that their deployment would raise mutual 
tensions and the destructiveness offUlure 
conflict to a higher plane." (Emphasis 
mine.) 

Neither India nor Pakistan is prepared to 
‘roll back* its programme. Each keeps the 
option open. But this has a price and it 
cannot last long. “A nuclear posture 
premised on ambiguity and uncertainty is 
essentially contrived, and could not be 
continued ad ipfiniium ”. Here the author 
delivers caveats which might bruise egos 
and disturb complacency in both places. 
He pours cold water on their claims to 
nuclear prowess and proceeds to question 
comforting assumptions that the present 
nuclear stand-off stabilises or that an overt 
nuclear deterrent wilt provide stability to 
Indo-Mt relations. 


“It is possible to conclude at this stage 
that sweeping generalisations suggesting 
that nuclear weapons could either stabilise 
or destabilise Indo-Pak relations are not 
possible, because these are irresoluble 
propositions and would hopefully remain 
unproven assertions. So much is certain 
Nuclear weapons introduce a new and quali¬ 
tatively more potent dangerto the obtaining 
Indo-Pak impasse. This has proven to be 
recurrently crisis-ridden and becomes 
apparent from the history of their relations 
over the last decade." 

Two Indo-Pak nuclear crises are cited at 
some length. One occurred during the 
course of the Brasstacks exercise {1987) 
and the other following a reinforcement of 
Indian troops in Kashmir in 1990 in the 
wake of the outbreak of militancy in the 
state. The first is the subject of a study by 
the author and other scholars entitled 
Beyond Brasstacki, due to be published in 
August by the publishers of the present 
work. Shirin Tahir-Kheli's forthcoming 
book Lessons for the Future: The Gates 
Mission to India and Pakistan deals with 
the 1990 crisis during which president 
George Bush sent his deputy national 
security adviser. Robert Gates, to the 
subcontinent. (Shinn Tahir-Kheli held high 
positions m the Bush administration.) It 
seems that the fears on both sides were 
exaggerated, thanks to lack of communica¬ 
tion and paucity of intellectual equipment 
and understanding. 

Pakistan is ruled by its troika - the army, 
the prime minister and the president. 
India has a prime ministerial system. But, 
as practised in the last two decades, it 
has seen the virtual collapse of the 
cabinet and the transfer of “effective 
power to the prime minister's office (PMO) 
which has grown to gargantuan proportions 
and sits in judgment over the entire 
processes of government. In times of crisis 
the locus of decision-making shifts from 
the concerned ministries/departments to 
the PMO where individuals with limited 
knowledge and experience advise the 
prime minister and ultimate decisions are 
taken. Again, this narrowing down of the 
decision-making ba.se, dependence on a 
coterie of favountes, and by-passing the 
normal processes of administration is a 
prescription for large failures." This has 
played havoc, not least under? V Narasimha 
Rao whose indecision and incapacity for 
leadership are legendary. 

Chari takes the reader through the talks 
.which India conducted with the Clinton 
administration as also the ones between the 
foreign secretaries of India and Pakistan 
followed by exchanges of non-papers. 
What conclusion ^ we draw from all 




this? Ail effort* to develop truly effective 
CBMs have failed. “The more pertinent 
conclusion possible at this stage is that 
nuclear weapons have no relevance to the 
real securityjiroblems tying between India 
and Pakistan. This is their promotion of 
subversive activities in each other's 
territory. The ensuing loss of lives, damage 
to public property, exacerbation of social 
tensions, disruption of economic activity 
and setbacks to their internal political 
processes far exceeds that caused by all 
past Indo-Pak conflicts. The expected or 
assumed stabilising effects of nuclear 
deterrence in the Indo-Pak context are 
therefore largely illusory because they have 
no relevance to addressing this range of 
their real security problems." 

On this aspect, two points may validly 
be made. India had within its power to 
settle the Siachen problem, but resiled from 
a concluded accord in 1989, aborted the 
conclusion of another accord on it In 
November 1992 and in January 1994 falsely 
claimed that an accord had been reached 
in 1992 and should be enforced now. 
Pakistan saw in it a ploy to divert attention 
from Kashmir and refused to co-operate. 
(For details see this reviewer's article, 
‘The Siachen Affair; Obduracy and Media 
Manipulation', Frontline, June 3, 1994.) 
The 1989 and 1992 episodes deserve 
greater attention, not only to cure self- 
righteousness but to expose the cavalier 
treatment of a grave problem which costs 
human blood. 

On Kashmir, the main issue, India’s stand 
IS disingenuous. It denies the existence of 
a dispute, asserts that it is an internal matter, 
asks for talks under the Shimla Agreement 
but says no negotiation is possible. It rejects 
mediation but does not mind US ambassador 
Frank Wisner intervening on its behalf by 
counselling the Hurriyat leaders to 
participate in elections. It ignores the fact 
that the people of Kashmir are totally 
alienated from India, albeit disenchanted 
with Pakistan as well. The one flaw in 
Chari’s admirable work is that it does not 
reckon with India’s intransigence on the 
main dispute, Kashmir, on Siachen and on 
the nuclear aspect of its relations with 
Pakistan. 

This is all of a piece with the style of 
diplomacy revealed in relations with Sri 
Lanka and Bangladesh as well. Not 
surprisingly, the card-carrying nuclear 
hawks - the noise they make should earn 
them a different appellation, ‘nuclear jays' 

- are the ones who support these policies. 
Great power delusions warp nuclear policy 
and diplomacy 'alike. The result is not 
greater security, but far less than was 
obtainable. 


1«S$ 



BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 


BALANCE SHEET A5 ON MARCH 31. 1995 


In INR 'OOOs 


Schedule 


CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 
Deposits 
Bonowings 
Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash luid balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Investments 
Advances 
Rxed Asseu 
Other Assets 

TOTAL 

Contingent Liabilities 

Bills for Collection 
Notes to the Accounts 


The schedules referred to herein form an integral part of the 
Balance Sheet 

Signatures to Balance Sheet and Schedules 1 to 12 and 17 

As per our report of even date 

For and on behalf of 
KALYANIWALLA & MISTRY 
Chartered Accountants 

Sd/- Sc 

V. R. MEHTA R. KAft 

Partner Deputy Gent 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1995 


In INR '000$ 


As on 

As on 

31-03-95 

31-03-94 

70,000 

60,000 

383,507 

259,795 

6,217,010 

3,762.289 

97,356 

710.357 

590.728 

387,482 

7,288,601 

5,119,923 

706,255 

285.888 

77,115 

39,757 

2,222,185 

2,489.077 

3,453,403 

1,911,282 

135.477 

134,967 

694,166 

258.952 

7,288,601 

5,119,923 

15,360.442 

22,752,893 

620,749 

439,819 


Schedule 


I, INCOME 
Interest earned 
Other Income 

TOTAL 


IL EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 


ni. PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 


IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

Remittance to Head Office 
Balance earned to 
Balance Sheet 

TOTAL 


Notes to'the Accounts 


Year Ended Year Ended 
31-03-95 31-03-94 


684,951 

237.161 



922,112 


455,972 

95,160 

219.245 


770.377 


151,735 

110,998 


262,733 


30.347 

28,023 

204,363 




362.719 


182,438 

78,515 

66,677 


327,630 


35,089 

119,867 


154,956 


7,018 

36,940 

110,998 



The schedules referred herein form an integral pan of the 
Profit and Loss Account. ■ 

Signatures to Rofit and Loss Account md Schedules 13 to 17. 


Sd/- 

R. KARKARIA 
Deputy General Manager 

Financial Control 


Sd/- 

N. DUTT-MAZtiMDAR 
Chief Executive Officer (India) 


Bombay: June 30, 1995 
































BANQUE INDOSUEZ 

(Incorporated in France \vith Limited Liability) 

INDIA BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 


In INR '000s 


Schedule 1—CapUal 

Initial start-up capital 

Amount of deposit kept with 
Reserve Bank of India 
under Section 11(2) of the 
Banking Regulation Act, 1949 

TOTAL 

Schedule 2—Reserves and 
Surplus 

I. Statutory Reserve 
Balance as per last 
Balance Sh^t 
Additions during the 
year 

TOTAL 

II. Revaluation Reserve 
Balance as per last 
Balance Sheet 

TOTAL 

III. Balance in Profit and 
Loss Account 

TOTAL 

Schedule 3—Deposits 

I. Demand Dqmsits 

i) Prom banks 

ii) From others 

D. Savings Bank Deposits 
ni. Term Deposits 

i) From banks 

ii) From others 

TOTAL 

Deposits of Branches in India 

Deposits of Brandies 
outside India 


As on 
31-03-95 

As on 
31-03-94 

2,000 

2,000 

68,000 

58,000 

70,000 

60,000 

52,480 

45,462 

30,347 

7,018 

82,827 

52.480 

96,317 

96,317 

96,317 

96,317 

204.363 

110,998 

383,507 

259,795 

6,998 

480.143 

97,211 

3,485 

641,968 

42,639 

56,636 

SJ516,022 

3.074.197 

6,217,010 

3,762,289 

6,217,010 

3,762,289 

- 

- 



Schedule 4—Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Others 

II. Borrowings outside India 

TOTAL 

Secured borrowings 
included above 


Schedule 5—Other Liabilities 
and Provisions 

I. Bills Payable 

II. Head Office account 

III. Interest accrued 

IV. CHhers (including 
provisions) 

TOTAL 


Schedule 6—Cash and 
BalaiKes with Reserve 
Bank of India 

I. Cash on hand 
(including foreign currency 
notes) 

II. Balances with Resove 
Bank of India 

In Cilrrent Account 

TOTAL 

Sched^e 7--Balancea with 
Banka and Money at Call 
and Short Nottcc 

1. In India 

Balances with Banks 


In INR ’000s 


As on As on 
31-03-95 31-03-94 


51,000 

46,324 

32 


97,356 


310,268 

161,300 


590,728 


702,348 


706.255 


21,900 

688,457 


710,357 



57,339 

76,590 

123,228 

, 130,325 


387,482 


281,112 


285,888 


In Current Accounts 

2,198 

1,563 

Outside India 



In Current Accounts 

74,917 

38.194 

TOTAL 

77,115 

39,757 
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BANQUE INDOSUEZ 

(Incorporated In France with Limited Liability) 

INDIA BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 


In INR '000s 

In INR 'OOOs 



As on 

As on 



As on 

As'on 



31-03-95 

31-03-94 



31-03-95 

31-03-94 

I Schedule 8—Investments 



II 

Other fixed assets 



I 

Investments in India in 




(including furniture and 




0 Government Secunties 




fixtures) 




•(including Treasury 




Cost as on 01-04-1994 

35,755 



Bills) 
ii) Shares 

1.402,052 

360 

1,194,473 

360 


Additions dunng the year 

11,848 

2.574 




47,603 

35,881 

III) Bonds including tax 




free bonds 
iv) Urats 

491,786 

305,487 

224.940 

554.304 


Deductions dunng the year 

708 

126 







v) Commercial Paper 

22,500 

515,000 



46,895 

35,755 


TOTAL 

2,222,185 

2,489077 


Depreciation to date 

27,569 

23,053 



— 


Balance as at 31-03-1995 

19,326 

12,702 

1 Schedule 9—Advances 





— 

- - 

A 

t) Bills purchased and 




TOTAL 

135,477 

134 967 


discounted 

252,108 

222,183 






ii) Cash credits, overdrafts 








and loans repayable 



Schedule 11—Other Assets 




on demand 

3,021,170 

591.565 

I 

Interest accrued 

178,032 

91.085 


111 ) Term loans 

180,125 

1.097.534 

11 

Stationery and stamps 

196 

102 


- -- 


111 

Inter office adjustments 




TOTAL 

3,453,403 

1.911.282 

IV 

(net) overseas branches 
Others 

38,267 
477 671 

25o 

167,515 

B 

i) Secured by tangible 




assets 

ii) Covered by bank/ 

2,606,918 

747,741 


TOTAL 

694,166 

258952 


government guarantees 

III) Unsecured 

76,564 

769,921 

207 328 
956,213 

Schedule 12—Contingent 
Liabilities 




TOTAL 

3.453,403 

1,911 282 

I 

Claims against the company 




Advances in India 

— 

— 


not acknowledged as 



C 




debts 

6,700 

6,700 


i) PnontyScctors 

350,121 

111,258 

II 

Liability on account of 


ii) Public Sectors 

- 



outstanding forward 




111 ) Banks 


- 


exchange contracts/ 




iv) Others 

3,103,282 

1,800,024 


options 

9,239 846 

18.877,326 


TOTAL 

3,453,403 

1,911,282 

III 

Guarantees given on 
behalf of constituents 








a) In India 

419,135 


Schedule lO^Flxed Assets 




b) Outside India 

2.743,988 

2,262,888 

I 

Premises 



IV 

Acceptances, endorsements 




Cost as on 0H)4-1994 

144.150 

144,150 


and other oNigations 

2.366.477 

919,016 


Additions dunng the year 

- 

- 

V 

Liability on account of 

Bills of exchange 




Deductions dunng the year 

144,150 

144,150 


520.000 

205.761 

rediscounted 



- 

VI 

Tax matters in dispute 

h 



144,150 

144,150 


and in appeal not 


63382 


Depieciauon to date 

27,999 

21,885 


provided for 

64,296 


Balance as at 31-03-4 993 

116,151 

122,265 


TOTAL 

15,360.442 

22,732,893 










Economic iDd 


IR5il 

























BANQUE INDOSUEZ 

(Inoorpon^ in France with Lfanited Liability) 

INDU BRANCH 


SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 


In INR 'OOOs 


Year Ended Year Ended 
31-03-95 31-03-94 



In m *000s 


Year Ended 
31-03-94 


ScheAdc 13--4alanil Earned 

I IntefCstAUfcount on 
advances/bills 

n Inccmie on inveaonent^ 

III Inm«t on balances with 
Resme Bank of India and 
other inter-bank funds 

IV Others 

TOTAL 

Sciiediik 14—Otiier Income 

I Commission, exdiange and 
brokerage 

n Profitf(Loss) on sale of 
mvestments (Net) 

m no(it/(Loss) on sale of 
land, buildings and other 
assets (Net) 


IV Profit on exchange 
transactions (Net) 

V Income earned by way of 
dividends 

TOTAL 

Sched n b 15-4alerest E i |w i d e d 

L InteiBit on Deposits 

D. Interaat on Reserve Bank 
of Ind|a(inur-4)aak 
booowinp 


DL Othen 


TOTAL 


69,899 

5,016 


455,972 


165,654 

135,266 

16,183 

5,899 

323.002 


416,292 

234,041 

17,589 

17,029 


684,951 


69,673 

25,574 

12 I 

61,128 ^ 
80,774 


237,161 


381457 162,112 


19,296 

1,030 


182,438 


Schedule 16—Operating 

Expenses 

I Payments to and provisions 
for employees 

II Rent, taxes and lighting 

III Printing and stationery 

IV Adveitiseinent and 
publiaty 

V Depreciation on Bank's 
property 

VI Director's and local 
advisory board members' 
fees, allowances and 
expenses 

VII Auditors' fees and 
expenses 

VIII Law charges 

IX Postage, telegrams, 
telephones etc 

X Repairs and maintenance 

XI Insurance 

XII Other expenditure 

TOTAl, 


27,120 

4,094 

2,448 


100 

100 

- 

390 

4,953 

4,403 

1,573 

UI6 

410 

403 

43409 

41,123 

E9BI 

78415 



















aANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 


Schedule 17—Notes forming part of the Accounts as at March 31, 1995 

1. , Signiflcani Accounting Policies 

a) General 

i) The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provisions 
and practices prevailing in the country. 

ii) Revenues are accounted for on accrual basis except interest on advances classified as “non-performing” according to the 
prudential accounting norms prescribed by the Reserve Bank of India 

b) Transactions involving foreign exchange 

i) Monetary assets and liabilities have been translated at the exchange rales prevaihng at the close of the financial year except Foreign 
Currency Non Resident account balances which are carried at the rates specified by the Reserve Bank of India or at the 
spot rates of swap contracts, as applicable. 

ii) Outstanding foreign exchange contracts and contingent liabtlitie.s on account of outstanding forward exchange contracts 
are at the contracted rates and have not been revalued 

iii) Income and expenditure items arc translated at the exchange rates prevailing on the date of the transaction. 

iv) Profit or loss on outstanding forward contracts is accounted for on accrual basis. 

c) Invesunents 

i) Investments in Approved Securities which are intended to be held till maturity, are classified as “permanent investments”. 
The cla.s$ification into ‘permanent’ and ‘current’ categories is in the ratio of 70:30 in accordance with the jfleserve Bank of 
India guidelines. Permanent Invc.stmenis are carried at cost and premium if any, is amortized over the remaining period of 
maturity. 

ii) All other investments which are held on trading account are classified as “current investment” and are valued as under;- 

— ‘Quoted' investments arc valued at ‘lower of cost or market value’. In the absence of market quotations, such investments 
are valued at lower of cost or value ascertained on yield to maturity basis in accordance with the Reserve Bank of India guidelines. 

— 'Unquoted' investments are carried at ‘Cost’, or valued on ‘yield to maturity’ basis whichever is lower. 

ill) Provision for diminution in value of current investments is ascertained on an aggregate basis by category of investment. 

d) Advances 

i) Advances are net of provisions for loan losses made in confomuty with the norms laid down by the Reserve Bank of India. 

ii) Provision for loan losses is based on their cla.ssificalion into “performing” and “non-performing” assets in accordance 
with Reserve Bank of India guidelines Provision for non-performing assets is made as under: 

Sub-standard as.seLs - 10% of net advance 

Doubtful a.sscts - 100% of the unsecured portion and 20% to ,S0% of the net secured portion depending 

on the period for which the asset has remained non-performing 
Loss assets - 100% 

c) Fixed Assets 

i) Fixed assets are accounted at their historical cost except 'Premises’ which are revalued and are accounted for at the values 
determined by Government Approved Valuers The surplus on revaluation is credited to Revaluation Reserve. The premises 
were last revalued as on'31st March. 1993. 

II) Depreciation is provided for on the diminishing balance method at the rates specified in Schedule XIV to the Companies 
Act. 1956. 

In respect of additions during the year, (kpreciation is provided with effect from the half year in which the addition is made. 

III) Deprcciauon in respect of revalued assets is provided on the revalued amount and charged to the Profit and Loss Account 
0 Staff Benefits 

Conuibuuon to the approved Gratuity Fund has been made as per valuation by an actuary. 

g) Revenue Recognition 

Income is recognised on expiration of time basis except interest on non-performing advances and guarantees/letters of credit 
connmission which arc recognised on realisation basis 

h) Profit and Loss Account 
Provisions and Contingencies include: 

i) provisions for taxes on income in accordance with statutory requirements. 

ii) provision for loan losses, 

iii) provision for diminution in value of investments. 

iv) transfers to contingency and other funds. 

v) other usual or necessary provisions, and 

vi) bad debts written off. 

II. Provisions and Conungenctes include Exuaordinary and Prior — period charges on account of interest and penalty levied bj^the Reserve 
Bank of India - Rs. 21,333,425. 

III. The Bank has entered into an agreement for settlement of its dues by the owners/landlords of one of its erstwhile premises. Under 
the agreement the bank has received back its deposit together with interest. Moreover, the other co-tenants who had filed claim suits 
against the bank aggregating to INR 70,578 have, in principle, agreed to withdraw the suits on final clearance from the respective 
authorities for reconstruction of the building. The nuuiaganent is of the opinion, that these suiu will be shortly wididrawn. 

IV. Previous year's figures have biien regroupe^rearranged wherever necessary. 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 


Auditors* Report on the Indian Branch of Banque Indosuez 
under Section 30 of the Banking Regulation Act, 1949 


We have audited the attached Balance Sheet of the Indian branch of Banque Indosuez (incorporated 

in France with limited liability) as at March 11. 1995 and the relative Profit and Loss Account of the 

Indian branch of the Bank for the year ended on that date annexed thereto 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions 

of Section 29 of the Banking Regulation Act 1949 read with the provisions of Section 211 of the 

Companies Act, 1956 

We report that 

(1) We have obtained all the information and explanations which to the best of our knowledge and 
belief were necessary for the purposes of our audit and have found them to be satisfactory 

(2) The transactions which have come to our notice have been, in our opinion, within the powers of 
the Indian branch of the bank 

(3) In our opinion, proper books of account as required by law. have been kept by the Indian branch 
of the bank so far as appears from our examination of these books 

(4) The above mentioned Balance Sheet and Profit and Loss Account of the Indian branch of the bank 
dealt with by this report are in agreement with the books of account 

(5) In our opinion, and to the best of our information and according to the explanations given to us, 
the Balance Sheet and Profit and Loss Account, together with the notes thereon, give the information 
required by the Companies Act, 1956 in the manner so required for banking companies, and give 
a true and fair view of the state of affairs of the Indian Branch of the Bank as at March 31, 1995 
and of its profit for the year ended on that date 

For and on behalf of 

. KALYANIWALLA & MISTRY 

Chartered Accountants 
Sd/- 

V R MEHTA 

Bombay: June 30. 1995 Partner 
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SPECIAL ARTICLES 


Sonar Bangla? 

Agricultural Growth and Agrarian Change 
in West Bengal and Bangladesh 


Ben Rogaiy 

Barbara Harriss>White 
Sugata Bose 

Drawing on papers presented in a workshop held in Calcutta in January 199^, this article reports on debates over 
the nature of the relationships between agrarian structure, agricultural growth and the state in West Bengal and 
Bangladesh It scrutinises reports of rapid agricultural growth in West Bengal (and less spectacular hut still significant 
agricultural growth in Bangladesh) since the early 1980s and expands the concept of structure to include structures 
of commerce of bureaucracies of exchange arrangements in land, water and labour, as well as changing ideologies 
of gender, ca ste and ethnicity The local impact of the West Bengal Left Front government's agrarian reforms (including 
Panchayati Raj) are also analysed and trends in poverty in the two Bengals since 1980 are examined 


1 

Introduction 

SI NCE (he early 1980s there has been a rapid 
increase in the output ol rite in West Bengal 
[Saha and Swaminathan 1994a. Sawant and 
Achuihan 1995] alter decades ot mediocre 
pertormance ' Rice output is also said to 
have increased rapidly in Bangladesh 
(Palmer Jones 1992] ’ Both of these 
observations contradict the implications that 
might have been drawn (rom Boyce s earlier 
work on the two Bengals tor the penod 
1949-80 [Boyce 1987] Boyce suggested 
that elements ot the agrarian structure, 
including inequality ol landholdings stood 
in the way ol growth in output Disputes 
between relatively large landowi ers as well 
as sabotage by those without productive 
assets prevented the expansion ot water 
control - the cntical input 
To examine the apparent contradiction 
between structure and growth a workshop 
on ‘Agricultural Growth and Agrarian 
Structure in Contemporary West Bengal and 
Bangladesh was held in Calc itta Irom 
January 9 to 12 I‘*95 ' The workshop was 
organised in thematic sessions beginning 
with historical overv lews ol the relationship 
between agrarian structure(s) on the one 
hand and agricultural growth and decline on 
the other There toliowed an examination ot 
the evidence on growth in agricultural output 
aiid discussion ol the contrasting policies ol 
the government of Bangladesh and the state 
government ol West Rc.igal Attempts were 
made by some authors to link changes in 
output to government policies Others 
tocused on the dialectic between agrarian 
structure and agncultural growth 
The workshop aimed for intellectual 
ecloctK ism and got it While some took a 
technoi ratic view ol policy, others held that 
policy should be cxamin^ in terms ot its 


practice rather than its stated intentions 

Agrarian structure was also deconstructed 
It might be more accurate to talk about 
'agranan structures' While some analysed 
agrarian structure m terms ot the distnbution 
of land among the rural population it became 
clear that control over tube-wells was ot 
special significance, particularly in rice 
producing areas with highly fragmented 
landholdings Others drew attention to the 
structures ot agricultural commerce (local, 
national and international) and ol 
bureaucracies to ideologies of gender caste 
and ethnicity and to institutional exchange 
arrangements tor land lease and labour hire, 
as integral aspects of an expanded conception 
of agrarian structure 

Given the unique political success (m the 
Indian context) c I the Lett front government 
(LFG) in West Bengal and its emphasis on 
the implementation of sharecroppers’ nghts, 
land redistribution and sweeping local 
government relorm, it was inevitable that 
the implications for growth and equity of 
this set of policies would come under the 
closest scrutiny Several papers were based 
on detailed study ot the LPG practice at the 
micro level 

The tinal day of the workshop tocused on 
the impact ot agncultural growth in the (wo 
Bengals on the livelihoods ot poor rural 
people Here too there was a mixture of 
micro and macro levels of analysis 

This report offers a summaiy ot the 
workshop, drawing on papers presented and 
some of the discussions which followed 
The second section draws heavily on Sugata 
Bose’s overview ol the histoncal relationship 
between growth and structure in Bengal In 
the third section, evidence on the rates of 
growth ot production in the I98()s and early 
1990s IS discussed This includes debate 
over the reliability ot figures suggesting 
very rapid growth indeed in West Bengal 


The fourth section summanses papers 
concerned with the relationship btiween 
‘structure and growth in the last two decades 
Micro studies of the impact ol Left Front 
government reforms (ollow m the fifth 
section leading into a discussion ot (he 
impact ol growth on poverty in section six 
The report ends with brief conclusions 

U 

Historical Overview 

Until the middle ot the 19th century, 
crop output in Bengal grew, mostly at the 
extensive margin and largely driven by 
population increase However, despite 
continued expansion of the net cropped 
area in East Bengal Irom I860 to 1890 
and demographically induced intensive 
techniques thereafter. Bengal as a whole 
experienced stagnation in agricultural 
production between 1860and 1920. (n West 
Bengal over that period, malana and the 
decay of rivers led to a decline ui both area 
and output [Bose 1993] 

Between l920aiKl 1980the regtonal trends 
converged stagnation m agncultufal 
production coexisted with rapidly inc'ieasii^ 
population In particular thm was slow 
growth in the yields of aman paddy, which 
accounted tor about half the gross cropped 
area m both East and West Bengal 

At the workshop Sugata Bose argued that 
research into the structural obstacles that 
may have held back growth in production 
should involve imatysis of the role of the 
state - including, in the case of the colonial 
sune 10 Bengat, its acts^ omission in 
irrigation development and of commusion 
in the modes of appropriation of (he agrarian 
surplus over which it could exert lalliiencc. 
In their paper, Saugata Mukheiji and Mano| 
Sanyal re-oxamined eroppii^ patterns apd 
ou 4 >ut tnmds for the petioit (gOQ»t98$ 


1862 



fiiengti|‘s!iigrk#ui'iill[a^ umjl 
the toe 1970s in ctwulltiohs cre^kl by the 
colonial stale: tll-dermed property rights, 
differential access to inputs and resources 
and the failure of the state to revive canal 
irrigation and promote private investment in 
land and technological inputs. 

However, Bose's paper also argued that 
agricultural commercialisaiioninthe colonial 
era was the outcome of state imperatives as 
much as of expanding market forces. And 
it was made possible by the continuing non¬ 
commodification of latour - i e. the reliance 
on family labour in peasant production. 

In resolving the contradiction between the 
expansion of commodity poxiuclion for 
capitalist markets and low levels of 
productive investment, Bose has shown that 
the surplus from production had been 
appropriated by a number of class fractions, 
including the colonial state, local landlords, 
metropolitan capitalists, indigenous 
merchants and moneylenders and rich 
peasants. However, the principal mixlcs of 
sxploiiation and relations of appropriation 
iiave shifted over the last two centuries from 
leing rent-based (in the context of the 
..'olonial revenue system), through credit and 
Jebt (from the late 19th century until the 
1930.S) to the land-lca.se basis of later decades. 
For the discussant, Rajai Ray, the key issue 
n the period prior to the Great Depression 
)f the I93()s was why the domestic market 
or rice had not been expanding. The anSwer 
uy in structures of surplus appropriation 
vhich prevented surplus accruing to peasants 
md which thus dampened local demand. 
Bengal had had to achieve any increases in 
lutput through sales on the highly 
rompetilive international market. 

Bose's paper also showed how. in the 
lecadcs following independence, the 
mpacts of agrarian structures on growth 
vere indirect and context-specific. Those 
vho appropriated surplus aimed to do just 
hat. Holding back growth was a by-product, 
n many eastern districts, by this time in East 
’akistan/Bangladesh. where smallholdings 
vere predominant, richer smallholders 
eased out land in small parcels to ensure 
nereased labour input. Pniduction continued 
D be based on family labour. In western 
listiicts(by now in the .state of West Bengal), 
isocharacterised by smallholdings but with 
I longer cstabil.sh^ agricultural labourer 
lass and a more substantial rich peasantry, 
lie latter maintained a wid^r range of 
conomic activities and had access to higher 
rices for their produce. Increasingly richer 
mailholders in Bangladesh have used 
sverage to giun the major share of resources 
riginating in foreign aid, while the same 
Toup ih West Bengal have better access 
tan others to capkid-tnteHsive agricultural 
Khnology, 

fh Norih Bengal (characterised by^ rich 
iiinn$tr-$lMri^crop}>i,ng systeih). UtSJkpite 
the I94(^ and 


cla^s disparities and agricultural 

labourer' and sharecro]qsers became further 
impoverished. The question of the 
relationship between growth in agricultural 
, production oil the one hand, and absolute 
as well as relative poverty on the other, thus 
remains an empirical one for the present 
period as well. Papers which addressed this 
at the workshop are briefly summarised in 
section six. First it is necessary to ask whether 
the extraordinary rates of growth reported, 
especially in West Bengal, are based on 
sound data 

III 

Evidence on Growth 
in Agricultural Production 

One of the major aims of the workshop 
was to carefully examine official data on 
agricultural production in West Bengal and 
Bangladesh in the 1980s and early 1990s. 
Recent statistical analyses of such data 
suggested that in West Bengal, growth rates 
for the production of foodgrains had been 
higher than in any other Indian state. I'.sing 
the governmcni ol West Bengal' index of 
total output bused on its own data, Anainitru 
Saha and Madhura Swaininaihan found that 
(he growth rale of foodgrains output in West 
Bengal between 1981-82 and 1991-92 was 
6.5 percent per year (Saha and Swaminathan 
l994a;A-21. 

The ensuing debate in Economic and 
Political tVeck/v [Datla Ray 1994; Saha and 
Swaminathan t994bj highlighted the 
complexity ol estimating yields, especially 
of the mam crop, aman paddy. Multiple 
varieties of um.tn paddy arc cultivated on 
varying qualities of land with major 
differences in yield between plots. Further, 
West Bengal has no reliable data on 
landholdings, both due to the legacy of the 
Permanent Sctilcmcnl and to the lack of a 
‘potwari' system for keeping land records. 
So both measurement of yields via crop 
cutting samples and the calculation of district¬ 
wide data using area estimates require clo.se 
scrutiny. 

In reply to Saha and Swaminathan. 
B Dana Ray. the former director of tiic 
Bureau of Applied Economics and Statistics 
(BAES) in the govenment of West Bengal, 
argued that biases iKcurred in the sampling, 
which drove up estimates of production 
[Datta 1994], Saha and Swaminathan 
(1994b) replied that.onthecontrary, if biases 
did occur they wotiltl skew the results 
downward. One possitde source of bias was 
that towards late harvested paddy. Arrival 
at a sampled plot which had already been 
harvested would, argued Datta Ray, lead to 
sdeakHi of another liMer-harvested plot, 

, whkh would likely to Iiave been sown in 
a longer duration and therefore higher 
ytcldihg variety of paddy. Saha and 
' Swiminaihan countebedO Ii94b} that if there 
I'wtiiS 9 bias towards. ;»lccilitQ . of longer 


duration Varieties this would push yield 
estimates down as high yielding varieties 
tended to be of shorter duration. 

At the workshop. James Boyce suggested 
that a major source of bias was the 
changing methodology for the collection 
and preparation of crop output data. Until 
the 1980s the state BAES conducted inde¬ 
pendent sample surveys for acreage 
estimation and crop cuts for yield estimatiun, 
based on the statistical methodology 
developed under the direction of P C 
Mahalanobis at the Indian Statistical Institute 
in the 1940s. The subjective estimates of the 
Directorate of Agriculture (DoA) - the state 
agency charged with implementing policies 
to boost agricultural production - could be 
checked against the BAES figures, and the 
BAES data were generally used as the basis 
of official state government csti mates, in the 
early 1980s the DoA unilaterally began to 
‘adjust’ some BAES estimates. In the mid- 
1980s (he integrity of the data was further 
compromised as BAES sample surveys fw 
acreage estimation were abandoned 
altogether, and official yield figures were ' 
converted to a simple average of the often, 
quite divergent BAES and DoA estimates, 
Boyce speculated (hat (he true rate of 
agricultural growth in West Bengal in the 
1980s may have been around 4 per cent per 
year. While not as spectacular as the rates . 
estimated from the official data, this would 
still represent an impressive performance, 
far surpassing prior growth rates in the state 
and comparing quite favourably with 
agricultural growth elsewhere in India. The 
fact that this growth occurred during a period .' 
of modest hut significant agrarian reforms ^ 
IS noteworthy, suggesting that greater equity . 
IS compatible with efficiency and growth. 
Boyce regretted ihat questionable changes 
in West Bengal's agricultural output 
e.stintution procedures have made it difficult ’ 
to assess objectively the state's performance 
and to analyse these accomplishments. Hit'. 
strongly recommended that (he modus 
operandi of BAE,S acreage and yield 
esli mation be restored to its pre-198()s status; 
that separate publication of the resulting 
BAH,S data be resumed; and that official 
figures be restored to the earlier BAES basis. , 
During the prc.scntntion, Biplab Dasgupta 
argued that if the bias in yield reports had 
been constant over the 198()s. the rate of 
growth, which was the mai n fwjs of dispute, 
would have remained unchanged. Whatever, 
the actual rate of growth in agricultural 
production in West Bengal, the Left Front 
government has gained credit from the very 
high levels implied by official data (sec, for 
example. Business India 19941,'' 

This growth needs to be put in context., . 
Abhijit Sen and Ranja Sengiipia used both; ( 
.state and centrafgo vcmmcni data tocomparc 
rates of output growth of rice and ttiial 
fcHHigrains among ca.stem Indian states an<i|S| 
Bangladesh. Sen and Scngupla tound thajff 



Bihar. Orissa and West Bengal a'I moved 
to rapid output growth rates in the 1980s 
(over those ol the 1970s) Growth in rite 
production in Wesi Bengal in the 1980s was 
7 6 per tent per year ’ compared to 6 1 per 
cent in Orissa and 3 ^ per cent in Bihar 
Productivity giowth in the three states was 
6 2 per cent 5 9 per tent and 5 2 per cent 
respectively Por loodgrains as a whole 
production and productivity grew fastest in 
West Bengal (6 9 and S 6 per cent 
respectively), lollowcd by Orissa (4 7 and 
3 7 per cent) and then Bihar (3 3 and 3 3 
percent) Inanolhci recentanalysis Sawant 
and Achulhn similarly report a general 
increase in loodgrains production in eastern 
Inida, with West Bengal in the lead (I99S) 
It IS this lead over the respectable pertomiance 
ot other states that requires explanation 

Sen and Sengupta went on to show that 
the level ol intensification of land use in 
West Bengal as indicated by the rale ot 
growth of gross cropped area was unmatched 
in the other two states None of the three 
states consistently increased fertiliser, use ol 
high yielding variety seeds or irrigation in 
the 1980s over the 1970s Sen and Sengupta 
admitted that the data on irrigation was 
flawed because it underestimated investment 
in pnvate irrigation However they suggested 
that proxy indicators like increases m rural 
lending by commercial banks and electricity 
consumption could confirm that private 
irrigation was more important in the i980s 

Theoveiall pictured low growth in input 
use led Sen and Sengupta to conclude that 
West Bengal established a relatively high 
base level ol inputs in the 1970s followed 
by increased x efficiency in Ihc 1980s II 
this weie the case (i c if motiyalion and 
effort applied to agricultural production 
increased in the 1980s over the 1970s and 
was much more signilicant in West Bengal 
than in neighbouring stales) some ol the 
eredit might be laid at the door of the state 
government whose ijolitical and agrarian 
reforms could be said to have created the 
enabling conditions Boyce noted that an 
alternative hypothesis is that the output 
growth has been overstated in the official 
statistics 

The paucity ot data on yield and output 
IS, however far greater in Bangladesh In 
contrast to the lelaliveiy rosy scenario painted 
by Ruhard Palmer-Jones (1992), data 
available at the workshop suggested that at 
the national level, while growth in 
agricultural output has exceeded that ot 
population over the last two decades, there 
was no irajoi shift in the 1980s compared 
to the 1970s and growth has not been on 
the scale reported tor West Bengal 

Sen and Sengupta analysed data from the 
Bangladesh Statistual Yearbooks ot the 
Bangladesh Bureau of Statistics and found 
annual growth in nee production to have 
averaged 2 48 per cent in the 1980s and 2 66 
percentinthe 1970s InQuariShahabuddin’s 


paper, agricultural output was reported to 
have increased by 2 7 per cent per year 
between 1972-73 and 1992-93 Here too 
growth ot output was found to be slower in 
the later period (1986 87- 1992-93 2 7 per 
cent per year) than in the earlier period 
(1972-73 - 1985 86 3 0 per cent per year) 
Indeed, growth ot iice production between 
1989 90 and 1993 94 was computed to be 
just 048 per cent per year 
Accordtng to Shahabuddin, the pioximatc 
cause ot the growth in output lor the period 
to the end ol the 1980s was an increase in 
area under high yielding varieties of ncc 
which in the early 199()s, accounted lor 75 
per cent of the gross cropped area and 60 
per cent ol the total value ot crop output 
Although Shahabuddin attributed the recent 
growth in production to intensification ot 
input use this raised rather than answered 
questions about the direction ot growth 
Both the total consumption of chemical 
fertiliser and total irrigated area increased 
into the early 1990s The annual rate of 
growth ol total irrigated area was 2 85 per 
centinthe I970s,621 percentinthe 1980s 
and 8 26 per cent in the early 1990s Why 
then were output growth rates in the 1990s 
so low> Indeed why was there a decline in 
the acreage ol boro paddy in the early 1990s'’ 
Has there been compensating growth in the 
pnxiuction ot other crops ’ 

Given the recent history of stagnaton in 
agncultural output in Bengal as a whole, the 
growth rate ol 2 7 per cent per year over the 
last two decides has been heralded as a 
success However when the apparent 
downturn ol the early 1990s is set alongside 
the policy shifts towards deregulation of 
agricultural markets in the 1980s the role 
ot liberalisation in providing incentives to 
greater production in Bangladesh remains a 
question tor research 
Thus while there is strong evidence from 
West Bengal to indicate rapid growth in 
agricultural output since the mid-1980s 
(even if the aserage annual rate was 4 to 
5 per cent per year rather than 6 to 7 per 
cent), evidence from Bangladesh is much 
scantier and the growth less remarkable The 
available figures suggest a slow-down in the 
1990s altei modest increases in per capita 
agncultural production since the early 19‘70s 

IV 

Agrarian Structures and 
Agricultural Growth 

The nub of the debate giving rise to this 
workshop lay in the question whether 
agrarian structure in Bengal acted as an 
obstacle to agncultural growth On close 
inspection, agranan structure is about much 
more than the distnbution of land and other 
assets among rural people and/or the 
organisation of agncultural production Even 
these factors vaned widely across Bengal 
Moreover, structures of rural industry, trade 


and commerce, may be so closely interwoven 
with agricultural activity that the question 
requinng study is whether rural social and 
economic structures acted as obstacles to 
growth Structures may shape the pace and 
social distnbution of the growth rather than 
simply restrict it Further, causality is likely 
to be complex, interactive and lagged rather 
than unidirectional, with growth impacting 
on structures as much as vice versa Papers 
presented at the workshop included 
investigations focusing on both directions 
of causality and varying concepts ot structure, 
including land and other productive asset 
distribution, ownership and mode of 
allocation of irrigation water a^icultural 
product markets, socially embedded labour 
exchange and ideologies of gender and social 
rank 'The rhetonc and practice of state 
policy' may also be seen as structural and 
papers focusing on this in West Bengal are 
reported separately in the next (fifth) section 
Shapan Adnan's paper showed how the 
distribution of tangible assets (mainly land) 
in one ward in Pabna district shaped the 
process of agrarian technical change 
Contests between classes over resource 
allocation through both market and non- 
market mechanisms worked in the favour ol 
the richest families Coalitions of nch farmers 
enabled the transition from a predominantly 
sharecropping rental system prior to 1971 
to the appearance of fixed rent leases 
thereafter Adnan argued that the fixed rate 
system was an outcome ol landlord 
domination because the tenant bore risk and 
paid regardless ot output Rates were set on 
a take-it-or Icave-it basis, with increases 
being led by one landowner and followed 
by the others Further productive 
accumulation was constrained by these 
changes as nch farmer practices aiming at 
rent maximisation caus^ the accumulation 
of land tor further rent extraction It was 
much harder for poorer people to acquire 
shallow tube wells becauseot the convoluted 
procedure required to form a co-operative 
(mandatory in lube-well ownership until the 
mid 1980s) and the size of the bribes 
involved 

Thus, for a penod appaiently dominated 
by state intervention in agncultural input 
supply, structure-in the form of class 
differences - influenced the direction of 
growth This in turn caused changes in 
agranan structures - particularly in rental 
contracts Indeed shares were reintioduced 
for the renting of water Adnan explained 
this as the outcome of a balance of forces 
between waterlords and nch peasants 
owning .plots in the command area The 
result for poor producers was a decreasing 
share of the agncultural product, as rent¬ 
receiving landlords increased their 
proportion of the surplus through rent hikes, 
and waterlords increased theirs through 
deliberate overpnetng of water through the 
share 


Om key futunt of rieli iMuenti' «i«n 
power wei their Miweity 10 brtte tow level 
bureeucrati, elect^ ofnce-holden. beak 
emptoyee* and othen. Wherau thii wu 
crucial durinf the period under lUdy > one 
oflarge>ica]elnv(dveineatbythe«Ma - clau 
contemioni under the liberalUation of 
agricultural market! require leparate 
conilderatlon. Adnan'icmtiid argument wai 
that the Incentive to extract lurplui aa rent 
wai aiiociated with a polarliation In which 
(ffoduction on owner«occupied holding! wai 
delegated to the poor. The implicit 
aiaumption here ii that the change! in 
atructure aiiociated with technical change > 
particularly wbinfeudation and unf»oductive 
inveitment - were outcome! of the initial 
itructures and werereiponiiblefwlowoutput 
growth. In dlicuiiion. Willem van Schendel 
argued that non<market reiource allocation 
mechaniimi (uich ai ‘ihaliih, ihamaj' and 
religioui rituali, which were touched on by 
Adnan), non-agriculturai activity and 
inititutions of intra-houiehold reiource 
allocation had been neglected in thii study 
and in the workshop generally. The question 
of whether such inititutions moderate or 
exaggerate the unequaliiing impact of 
liberalisation remained unanswered. 

Mahabub Hossain gave an account of 
changes in government policy towards 
agriculture including the privatisation of 
fertiliser distribution and the lifting of import 
regulations on irrigation equipment. He 
suggested that equity was adversely affected 
both by the continuing favourable access to 
credit of richer fanners and by the investment 
of the latter in shallow tube-wells. Charges 
for water in the command areas were higher 
to small farmers than to medium and large 
farmers. This supports the findings of 
Adnan's microstudy for the period leading 
up to 1986. 

However, the dynamics of water markets 
reported in these Bangladesh studies 
contrast with those encountered by Neil 
Webster in Bardhaman district of West 
.Bengal. Whereas in the former, water was 
allocated to landowners (albeit on an 
inequitable basis), in the latter, in the boro 
season, tube-well owners leased in the land 
in their command areas onatake-it-or-leave- 
it basis. Webster termed this ‘water 
blackmail’ - it is made possible by the 
monopoly structure of irrigation water 
ownership. 

Geof Wood's paper also enafflined how 
different classes of actors in ntrnl Bangladesh 
managed household survival and 
accumulation. Wood took an actw-oriented 
approach focusing on what pet^cdo, rather 
than what consirains/enitoles them. Making 
people rather than houiidKritb central entails 
analysis of intra- as well as inten^iousehold 
relations. Wood reflected, from niunerous 
research rounds In fura) Bangiidcshi on the 
broad itnwtitfal trends towards (i) sm^r 
bpldtagi and (U) the strong inmnton of 


igraHan cspltal and naw tachnology. At the 
sania time increasing iandlwsnesi was only 
partly absorbed by non*agrlcultural 
employment and there was a proliferation 
of roles, including the provision of water and 
other ‘services’. Wood thus questioned 
whether the farm household reiiutined the 
appropriate unit of analysis for studies of 
production relations In rural Bangladesh, as 
decisions were increasingly made around 
tube-well command areas (perhaps in 
arrangements akin to those reported by 
Webster from Bardhaman district of West 
Bengal) rather than on the basis of a 
household's total landholding. Indeed, the 
larger a holding, often the greater the number 
of scattered plots and thus the greater the 
complexity of transactions required to 
cultivate intensively. 

Wood pointed out the recent rapid increase 
in the number of shallow tube-wells with 
command areas of 10 to 23 acres and the 
overall dependence on Irrigation indicated 
by the 1990-91 figure of 50 per cent of net 
cropped area double-aopped (and 10 per 
cent triple cropped), in contrast to Adnan, 
he conceived of shallow tube-well ‘services; 
as entrepreneurial activity rather than as a 
route to a rentier income for water-lords. 
Each command area had its own house rules, 
requiring different levels of cultivation 
intensity and an increasing likelihood that 
other ‘services' such as ploughing would be 
provided by the tube-well owner(s). 
increasing use of contract labour gangs might 
indicate the ‘servicing’ of plots across 
command areas. Nevertheless, while such 
complex arrangements may have been 
developing in the irrigation-dependent boro 
paddy season, m the aman season there were 
much higher prospects for the management 
of each landholding by the household 
owners of that holding. Although Wood’s 
paper was largely speculative, it was based 
on over two decades of engagement with the 
Bangladesh countryside and its challenge to 
orthodox conceptions of agranan structure 
deserves serious consideration. Wood 
emphasised the proliferation of non- 
agricultural 'services’ but also raised 
questions about the sources of capital for 
investment in such activities and the 
subsequent distribution of surplus along 
lines of region, religion, class and gender. 

Barbara Harriss-White’s paper on 
agricultural markeu in West Bengal also 
focused on the relation between growth and 
structure - particularly the Impact of the 
former on the latter. Harriss-White’s 
framework for analysing market structure 
built on a systems approach to agricultural 
markets which also attends to class 
differentiation within the system, to the 
functional differentiation of component 
firms, to variation in the competitive 
environment for contract formation and to 
the social and pointed embeddedness of 
exchange. Transaoioas in maiket syitmns 


for thrw tttqttos (mustard oil, potato and 
rice) in three maiket centres in West Bengal 
(Memaral, Oulal and Katwa) were examin^, 
Trading Arms revealed complex Internal 
stnictures taking the form of a high degree 
of uniqueness of combinations of activities. 
These sctivitiei included buying, selling, 
brokerage, storage, processing, iranspott, 
the finance of trade and of production. Asset 
ownership reveded a highly skewed market 
structure mirroring to a lafge extent the 
distribution of laiid. including urban land 
and storage and processing sites. However, 
as in the case of mustard seed non-locd, 
non-land based capital, was as much involved 
as iocd commercial capital, and qualified 
any simple relations of ddermination of 
market structure by the structure of 
landholdings. 

Harriss-White found that growth in the 
marketed surplus in West Bengal has been 
associated with an explosion of petty trade 
in a political conitituency generally 
favourable to the Left Front government.’ 
However, the state has effectively blocked 
accumulation in this sector (and therefore 
competition from it) by rationing licences 
to petty traders and continuing to try to 
protect mercantile magnates through 1^1 
arrangements guaranteeing local monopoly 
control over the wholesale trade, restricting 
processing technology to large scale and 
through subsidised credit targeted away 
from small traders. With the state’s failing 
to implement regulated market law, much , 
of such regulation ha.s been left in the hfflids 
of collective institutions of civil society with 
oppressive, arbitrary andextra-leg^ penalties 
on (usually weaker) outsiders. 

Harriss-White asked whether this . 
economic empowerment of commercial 
magnates was international or had such 
research as hers problematising the 
development of small-scale petty trade 
simply not reached the regime? The Left 
Front government's focus on reforms in the 
structure ol land ownership and in tenurial 
relations represented a concentration on 
structures of production to the exclusion of 
property relations in exchange and cir¬ 
culation. In the meanwhile a compro-mising 
accommodation had been developiK! betweoi 
a powerful commercial elite and the state. 

Suman Sarkar and Kali Shankar 
Chattopadhyay tackled the issue of whether 
growth and technical change in agriculture 
could dissolve the constraining institutions 
in which market exchange is embedded or 
whether market institutionssurvive, 
notwithstanding growth. Village level field 
research in the mid-1970s and now, in 
localities undergoing a variety of growth 
trajectories, was compared. In the 197Qs 
markets were physically fragmented and- 
socially segmented such that a spectrum 
prices could obtain in a given location 
point in lime for a given crop, and such 
intervillage price differences were greakst^ 


than justified by transport costs alone 
Agricultural growth has brought about 
considerable change in niarkeiiiig systems 
a icduction in the use ol periodic 
marketplaces a great increase in itinerant 
bade and the creation of chains ol agents 
bound by credit, the conversion ol village 
traders to iice mill agents and increased 
price collusion by comnieicial rue millers 
Sarkar and rh.ntopadhy.iy com hided ihat 
common lalisation was relatively ei ono 
tnically dilleieiitialing. Ihat giowth m the 
marketed siiipliis accentuated the economic 
power ol the meicanlile i,i|>italisi i lass and 
that liberalisation would im rcasc their 
capacity to bias low.nds iiadcrs and away 
Ironi suppliers the gams tnun li.ule 

'Ihe structuic ol agricultni.il product 
maikc’ts in Hanglaclesli was discussed by K 
A S Murshid based on a collaborative siudv 
with Ben Crow fCiow and Murshid I9d4j 
of Noakhali and Bogia districts C low and 
Murshid found that in a lelali vciv bac k waid' 
region only h) pci cent ot gi.nn ouillows 
weie not tied I’loifiu eis wcic obliged lo sell 
to their iredilois who weie mainly 
mcrehanis ,iiid absenice laiidowneis In an 
‘advaiued legion on the othci hand 92 
pei cent ol main sales weie not lud to lo ms 
and hcic Ihe main irediiors weie liiends 
and iclalives These sliucluial dillereiices 
in'the produi i market have been sustained 
by ditictcnl institutional enviionmeiits In 
the ‘backward' aiea (or example tied 
contracts between money and piodtni 
markets have continued bec.mse o( the 
oligopsonisiic power ol a tianspoit caiicl 
dominated by absentee landowncis and 
backed by loice depiiving produceis ot 
allci natives 

Ben Rogaly s paper discussed siruciuies 
ot labour exchange in West Bengal and 
stiessed their impoitance lor iiilerpicting 
macro data on changes in wages and 
employment Ihc paper was based on 
evidence liom Iwo localities one m an 
irrigation intensive aiea ol Baidhanian 
district .ind Ihe olhei in a laiiiled area of 
Purulia distiicl While wage data cited bv 
Sengiipia and Ga/dai l toi Ihcoming) tor West 
Bengal suggested then i ipid growth in ihelatc 
1980s and early 1990s coinciding with the 
lapid growth in agricultural output Rogaly 
argued that etiorts to undcisi ind the impact 
ol wage changes on povcity reepured data 
on the sirucluic of laboui aiiangcmenis 
Two components ol structure were 
highlighted the iclorc 

(i) the loims ol social .iiul economic 
dillcientiJtion both amonif agiicullural 
workeis and unions agncultuial employers 
in which labour siipplv and demand are 
embedded - these include landholding 
structuiesanclideologiesol gender andcastc, 
all ot which change ovci time, and 
(u) the tcvrms ot labour ariangemcnt or 
contract which also enable and constrain 
demand and supply ‘choices 

t86b 


Rogaly found at least six different 
indigenous types ol hired labour arrangement 
being practised in each locality 
ronventionally several of these are lumped 
together as ‘casual’ including individual - 
and gang based piece rale arrangements, 
seasonal bcck-and call tics and ctailv lime 
r.iieciTiploymenI Yct.theic weicsignilicant 
dillcrences not only in remuneration but 
also 111 the types ol social embeddedness ol 
each one Variation in remuneration occ lined 
M/t/im airangement types Such diflercrices 
were shown to be giounded in wealth 
dillerentes among labourers, in gender and 
caste idroli.gies and in Ihc detail ol paity 
politics 

in analvsiiig the impact ol growth in 
Dioduclinn on the stiucture ol labour 
excliaiige it wes iherclorcnecessaiy lo track 
changes in the occurrence ot ditlerenl 
ai rangement types and vai laiion within each 
type Changes associated with the recent 
growth in agiicullural piudiictinn have 
included an incicasing use ol seasonal 
mignint workers (again raising measuiemciii 
pioblerns lor one olt annual or decennial 
stirveyslaiidgreaici use ot gang based piece 
rale labour As ideologies ol woik and 
employment shill and arc contested and as 
local untouchable jati otter less laboui 
loi line an iiicieasing number ol loimcr 
seasonal migi ant (oltcnadivasi) have settled 
III mlciisivcl) cultivated areas Analysis ot 
the impact ol the Inieraclioii between growth 
andsiructuieoii wcnkeis’ livelihoods requires 
the tracking ol changes m (i) hired labour 
arrangements (ii) the distribution ol 
landholdings, and (in) the oltcn contrasting 
ideas ot dll lerent jail about appropi laie work 
place ‘choices’ tor women and men 

Jayaii Gupta s presentation drew out the 
critical linksbetween unequal piopcity rights 
in land lor men and women on the one hand 
and gender relations in the household and 
at wider levels on the other Diawmg on 
evidence from Medinipur district ot West 
Bengal in the late I98()s, Gupta also 
highlighted the niipoii.iiicc of dowry in Ihe 
repioductioii ot the land-owning structure 
The iion-Iaiid resources of dowry enable 
land to be retained by the males in Ihe natal 
household Lqually this lormol dowry may 
be used to capi i al i se land conti ol led by males 
in the bnde-receiving household Greater 
CO ordmaiioii was required between Ihe 
women’s movement and the ‘peasant 
movement ’ in pushing the gcnderdisiributiun 
ot land owning lights onto Ihe the policy 
.igcnda In discussion Naila Kabcer also 
emphasised how dowry became a key means 
ot cconomu accumulation tor those with 
sons showing the impoitance ot studies ot 
lamily si/c and composition to studies of 
household mobility 

In Ins paper on wealth, power and status 
among CPM-supporter groups in rural West 
Bengal, Anid Ruud linked economic well¬ 
being to cultural change Ruud's main 


question was why the local party leadership 
of the CPM, many of whom were caste- 
Hindu in the Bardhaman distnci (West 
Bengal) villages where he worked, favoured 
certain groups of the poor - particular jati 
from among the ‘scheduled castes’ - and 
not others Ruud further argued Ihat the 
‘civilisationar objectives ot the CPM’s 
cultural project (anti-casteism, teetotalism 
and literacy) tollowed closely from eailier 
cultural and social reform movements 
Ruud described the operation ol jali 
ideologies and how these structured the 
distribution of benefits ftom agncuiiural 
growth The two scheduled caste’ |ati 
discussed were Miithi and Bagdi* Ruud 
argued that Bagdis, foimer lathiyals have 
benetited more than Muchis trom economic 
rcfoims B.igdis have also been favoured in 
Ihe selection ot parly candidates The party’s 
civilisationai protect’ has succeeded with 
Bagchis who arc more scrupulous in 
leligious observances than Muchis The 
Bagdis have become included m Ihe sphere 
of power V la thou adoption ol certain values 
Oncef ongress suppoitingliqiiorpioduceis 
they became teetotal CPM-loyalisis They 
have achieved higher liwracy levels than 
Muchis indicating greater social belonging 
and status The Miu hi attempts to raise their 
soc lal status have been w idely ridiculed and 
scorned In this way the paper weaves 
together (ii changes in Ihc ideologies ot two 
scheduled castes , (it) the ‘civilisationar 
ideology ol certain caste Hindus and (iii) 
the distribution ol political, social and 
economic boons ot Ihe I97()s and 1980s 
Thus in the workshop agrarian structure 
look on multiple meanings Growth in 
Bangladesh has been shaped it not impeded 
by the priordistribution ol productive assets 
The development and dittusion ot irrigation 
technology may have combined with 
landholding distributed in fragmented 
smallholdings to move decision-making at 
least m the boro paddy season trom household 
to command area By constrast in West 
Bengal, waterowners' use of monopoly 
power was described as ‘walei blackmail’ 
Growth m West Bengal agnculturc had led 
to an explosion ot petty commodity traders, 
who were (whether intentionally or 
oiheiwise) constrained from accumulation 
by state policies subsidising trading, storage 
and processing magnates Growth in 
production also impacted on torms of labour 
exchange in West Bengal, with increases in 
seasonal migrant labour and piece rate 
airangcments in labour dcticit areas 
However remuneration of agricultural labour 
and supply to different arrangement types 
was embedded in landholding structures and 
caste and gender ideologies, which were 
themselves contested and changing 
Household composition, particularly the 
number of sons and daughters had msyor 
implications for accumulation because of a 
system of property rights favounng sons and 
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the related dowry system. One micro study 
in West Bengal also suggested that where 
there were absolute gains among suboridatc 
groups during the 1980s. they accrued to 
'untouchable' jati favoured by the dominant 
peasant jati. who were also subject to the 
latters’ ‘civilisational project’. 


‘Policy’ in Practice: Case Studies of 
CPI(M) at Village Level 

In linking the Left Front government’s 
agrarian reforms and Panchayali Raj to 
changes in agrarian stmeture or to agncultural 
growth, the history of .smallholder 
movements and other agrarian radicalism 
in West Bengal should not be forgotten. 
In his paper to the workshop, Nripen 
Bandyopadhyay argued that both the 
relatively large percentage of land owned in 
holdings of five acres or less and the 
continuity of agrarian struggle in West 
Bengal since the 1940s created an enabling 
environment for the reforms. Others have 
argued that a tradition of grass roots .activism 
was necessary for the reforms’ success 
jPrasad 1995, cited in Balakrishnan 1995] 
Further, according to Arild Ruud, changes 
occurring since the late 1960s in terms ot 
land redistribution and mobilisation by 
parties of the Left triggered cultural changes 
in the 1970s and 1980s. Like Ruud’s the 
three papers summansed in the remainder 
of this section were taken from micro studies. 
All three focus on the practice of 'policy' 
at the local level since 1978. 

Neil Webster used the local history of 
agrarian radicalism in a group of villages in 
eastern Bardhaman dislnct to argue that 
collective action worked and that the Left 
Front government should take the 
opportunity at appropriate junctures to 
recognise the value of non-governmental 
organisations able and willing to facilitate 
collective action by landless people. In the 
1950s farmers in the area had formed a 
service co-operative for shared storage, 
marketing and. later, mechanised ploughing. 
In the 1970s. when land was redistributed 
to some landless scheduled caste hou.seholds 
collective cultivation had worked until the 
land could be alliKated into separate holdings. 
'The beneficiaries then preferred to cultivate 
separately. 

Webster argued that collective action by 
poor householdsis located in a combination 
of a collective experience of deprivation 
(tied to exploitation) and a common social 
identity. Co-operatives may thus be 
appropnate in this area for the control of 
mini-submersible tube-wells (MSTWs), 
which have a larger command area than 
shallow tube-wells (STWs) and arc known 
locally as 'minis’. Currently MSTWs are 
owned almost exclusively by colluding large 
cultivators. The latter co-operate over sites 
to avoid overlap and refuse to rent out water. 


thus acquiring land on fixed rent in the boro 
season via ‘water blackmail'. If this 
continues, then the owners of very small 
holdings will be excluded (as predicted by 
Adnan tor different reasons in villages in 
Pabna district of Bangladesh) and 'water 
blackmail' will provide larger colluding 
land - and MSTW - owners with high 
oligopolistic returns to boro cultivation 

Webster suggested that this anti-poor 
outcome was not the intention of the I.eft 
Front government, but urged the latter to 
acknowledge the existence of new actors in 
order to encouiage non-governmental 
facilitation of local constellations of the poor 
in irrigation ownership. 

Dwaipayan Bhattacharyya’s paper aimed 
to shed light on the ways the Left Front 
government used its engagement with the 
politics of agrarian reforms as a legitimacy- 
building exercise, as its component parties, 
especially the CPM, played on the existing 
balance of forces to retain power at the 
village level Electoral considerations cut 
across class or poliiical divides The ensuing 
'politics of middleness’ (defined by 
Bhattach.nryya as "a consensus evolving 
unifying politics of mediation between 
several sectional interests) did not alter the 
structure ol inequalities in rural West 
Bengal. The paper al.so implied that the 
practice of the local branches of the 
constituent parties in the Left Front 
government contrasted markedly with the 
period of United F-ront rule in the late 
1960s. It could be argued that the policy 
declarations ol the first Left Front 
government in relation to rural areas were 
based on a class analysis relevant ten years 
earlier, when the vestiges of zamindari 
may still have been tangible, and class 
harmony ('peasant unity’) between rural 
wage workers and middle (if not rich) 
peasants would have been more credible. 

Glyn Williams’ study of three Gram 
Panchayats in Birbhum district led to more 
optimistic findings. The interaction ot 
agncultural growth and political change in 
the three villages where he carried out 
fieldwork in 1992-93 involved empowerment 
of the poor, which would not necessarily 
have been the outcome of either on its own. 
The increase in demand for labour together 
with the implementation of Panchayati Raj 
increased the bargaining power of labour. 
The former led to a decline in personalised 
employment arrangements because ol which 
labourers were belter able to shift support 
beiv.ecn factions They could thus use the 
vote for material gain. The presence of large 
numbers of 'untouchable' workers in one 
area was also associated with their 'lakcover' 
of the panchayat, which would only have 
been possible with Panchayali Raj. 

No general conclusions can be drawn 
from these three micro studies. The CPM 
has had unprecedented political success 
reflected in its repeated re-election to power 


in the vast majority of gram panchayats, 
panchayat samitis and zilla Parishads. 
Bhattacharyya illustrated graphically how, 
in order to achieve political success, it may 
be necessary to take advantage of rivalries 
between local leaders. While Williams’ 
study suggests that poor agricultural 
workers have benefitted economically 
because ot the political reforms, Wcb.ster 
warns that the control of irrigation water 
by owners of large holdings may be 
beginning to work against thj interests of 
such workers. 

VJ 

Poverty in West Bengal 
and Bangladesh 

While growth in Production was rapid in 
We.st Bengal in the I98()s and ahead of 
population in Bangladesh over the same 
period, the discussions of ‘structure’ and 
‘policy’ in the two sections above indicate 
the difficulty of immediately identifying 
changes in the well-being of rural poor people 
from macro data and of making inferences 
about poverty reduction either from 
agricultural growth or from changes in 
agrarian structure. 

Recent trends in poverty in Bangladesh 
were examined by Zillur Rahman. Rahman 
argued that poorpeopic had multiplecarning 
sources, including self-provisioning 
agriculture, homstead production, petty 
entrepreneurial income and wage income. 
The household was seen as an unsatisfactory 
unit of analysis because it often broke down 
into sub-nuclear units or membership was 
transitory Further, poverty was about 
vulnerahiliiy to crises (both anticipated and 
unanticipated) as well as income. Gender 
dispaiitics were common among the poor, 
with women accessing lower levels of 
nutrition and extreme poverty in female 
headed households 

Rahman briefly summarised poverty 
trends in the period 1971 -90 before focusing 
in more detail on the recent period Although 
absolute levels of poverty were especially 
bad after the disasters of 1971 and 1974, 
there was consistent improvemeni thereafter, 
stallingonly at theiimeof the 1987-88 floods 
Since then overall improvement has 
continued. Howcvei. detailed data lor 
1990-92 indicated that while the number 
of people in “moderate” poverty declined, 
extreme poverty increa.sed. In 1992-9.3, 
when rice prices collapsed, monthly 
expenditure data indicated a ' consumption 
bonanza" compared to 1991-92. The very 
recent increase in rice prices due to (ertiliser 
price increases have had very negative 
effects on poverty |Sycd Hashini, personal 
communication] 

The mam cau.se of iheovciall improvement 
over the late 1970s and 1980s was growth 
in annual crop output (estimated in Rahman’s 
study to average 3.13 per cent per year) 
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which wu greater than population growth. 
However, the Kale of improvement wai 
modeit partly bccauK of low Icvet-s of overall 
economic growth and partly because of the 
occurrence of shocks leading to the 
vulnerability of income gain.H to the poor. 
The lack of improvement in well-being of 
the poorest was partly due to the self- 
wlcction of moderately rather than extre¬ 
mely poor people to targeted programmes. 

Sunil Scngupla and Haris Ga7dar'.s work 
Indicated clear increases in real wage.s in 
West Bengal correlated with the period 
of rapid agricultural growth (i c, since 
1982-8.1) [Sengupta and Gazdar, 
forthcoming). Although the neighbouring 
states of Orissa and Bihar al.so experienced 
growth in output and higher real wages. NSS 
data clearly indicated that the proportion of 
rural people below the poverty line in West 
* Bengal declined between 1982 and 1987, 
while it remained stagnant in the 
neighbouring states. Infant mortality was 
also shown to haVe declined relatively fast 
in West Bengal. However. Sengupta and 
Gazdar's analysis suggested continuing 
gender bias in literacy and undernutrition. 

Mad an Ghosh andTony Beck arc carrying 
out field research into access of poor people 
to common property resources. At the 
workshop. Beck argued that studies of the 
impact of growth on poor rural people had 
neglected to analy.se its impact on ongoing 
struggles over common property resources, 
including fuel, fish and gleaned grain. 
Further, he cited earlier research which had 
measured the additional income accruing to 
different wealth groups as a result of the 
installation of 14 shallow tube-wells in a 
village in 24-Parganas district (north). 
Income from the new boro paddy crops had 
accrued mainly to the richest groups, while 
the poorest, despite .m increase in 
employment income, had gained much less 
The quantity ot grazing land available also 
declined. Beck argued that this increase in 
relative poverty nuttcied very much to poor 
people, who nowex[)erienced a lower quality 
of hie, more important to them than 
incremental employment income 

The workshop thus presented a mixed 
picture ot the impact ol agricultural growth 
on poverty. While [Kiverty m Bangnidesh 
decrca.scd in aggicg.iic. the position ot the 
extremely poor worsened. In West Bengal, 
while many gained incicased employment 
and higher wages, relative poverty had 
increased and the quality ot life ot the poorest 
may have dcci eased. 

VII 

Conclusion 

The main question addressed at the 
workshop and requiring further research was 
how agrarian structures in the broadest sense 
shape the direction of agricultural growth 
and vice versa This included the interaction 


of the gender, caste and class In 
differentiating Impacts of growth and of 
state policy changes. It also includni the 
ways in which patterns of agricultural (and 
rural non-agricultural) investment and 
accumulation are grounded in pre-existing 
relations of production. For example, 
research is required into how the gendered 
structure of property rights is related to such 
accumulation and whether existing 
inequalities between households shaped 
decisions to invest in shallow tubewells rather 
than deep tubewcll or canal irrigation. 

Further research is also called for into the 
nature of rapidly expanding new agrarian 
markets, including markets for water in the 
two Bcngals. Arc production decisions in 
rural Bangladesh increasingly made at the 
level of (he irrigation command area rather 
than household landholding? What forms of 
social organisation can enable poorer house¬ 
holds to control irrigation water to prevent 
further skewed accumulation? Are there roles 
for non-governmental catalysts of localised 
collective action as part of the West Bengal 
government’s anti-poverty strategy? 

‘Policy’ is not separate from structure. 
The West Bengal agrarian reforms of the late 
1970s were clearly grounded in an earlier 
history of ‘peasant’ struggle. Does initial 
evidence from parts of the state suggesting 
that early implementation of Panchayati Raj 
increased the power of rural woikcrs in 
bargaining for a greater share of the gams 
from growth relied wider trends? What has 
been the impact of agricultural market 
deregulation in Bangladesh and how is it 
associated with slower growth in nee output 
in the early 1990s? 

These emerging research agendas call tor 
the u.se of longitudinal micro studies 
alongside secondary data. However, analysis 
needs to link local and regional with more 
widespread changes to include the 
penetration of global markets, imported 
products including inputs and machinery 
and the impact of increa.sed tendencies to 
export production Recent reports ol high 
environmental costs to intensive use of 
groundwater, including arsenic poi.soning 
(Jadavpur tlnivcrsuy 1995], warn against 
complacency over the sustainability ot the 
new agricultural growth in the (wo Bcngals. 

Notes 

|The authors an- grateful to Nripen 
Bandyopadhyay. who eo-direefed the work.shop 
in Calcutta Thanks also to Aijan dc Haan and 
.Sainita Sen for acting as dt Jm to rapporteurs and 
10 James K Boyce for his comnienls on an earlier 
version of this paper Rcinoining errors are ours 
alone ] 

1 The average annual growth in oulpul of food- 
grams increased from 0.6 per cent between 
1 %‘)-70 and 1981 -82 to 6.S per cent between 
1981-82 and 1991-92 [Saha and Swaininathon 
1994a. A-2) 

2 The trend growth rate in boro paddy producUon 
from 1979 lo 1991 was 9 per cent per annum 
IPolmer-Jones I992:A-I30]. 


.5 The workihop wai hosted by (he Centre for 
Studies in Socitl Sciences, Calcutta, in 
collaboration with Qumo Blizabeih House. 
University of Oxford. UK, and the CenlK for 
South Asian and Indian Ocean Studies, Tubs 
University, USA It was funded by the Overseas 
Development Administration, UK. The 
workshop brought together 70 Fcsearchen, 
including o relatively large number of younger 
scholars, working on contemporoiy agrarian 
change in West Bengal and Bongladesh in 
Bengal. A volume of selected papers is being 
prepared for publication. 

4 Conversely, in Bangladesh, it could be argued 
that in conditions of aid-dependency it works 
lo the advantage of the regime to demonstrate 
low levels of growth in food production 

5 Ai the work.shop, Boyce pointed out that this 
growth rale was pushed up by abnonnally low 
output in 1981-82 and 1982-82. He estimated 
that the use of a kinked exponential growth 
model with a break point at 1980 would reduce 
Sen .md Sengupta’s figure by I per cent 

6 Although other sources report many shallow 
tube-wells in West Bengal os using diesel 
rother than electric poser, e g, Ned Webster’s 
paper at the workshop 
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Changing Terms of Political Discourse 

Women’s Movement in India, 1970s-199Qs 

Indu Agnihotri 
Vina Mazumdar 

The revolutionary changes which followed the two world wars created fora and structures that promoted debates 
on women's rights. By the beginning of the 1990s however, the international context in which the struggle for the 
advance of women’s rights was being waged had been transformed Debates being actively piomoted today twist the 
very premises and values on which the movement had been based It is against the background of these developments 
which have influenced the women's movement in India that one must evaluate the goals and directions of the movement 
and locate its strengths and weaknesses 


I 

Introduction 

THE 20th centurv promoted the cause ot 
gender justice by internationalising 
struggles for equality by women and other 
oppressed people Women’s struggles 
against their subordination were intertwined 
in varying degrees with ideologies and 
movements based on the values of Irccdom, 
selt determination, equality democracy 
and lustice Contined eailier by locale or 
limited foci, these now found expression 
through movements against imperialism 
tor national liberation and social 
transformation The defeat of fascism and 
the forced retreat of imperialism around 
the mid century paved the way for social 
advance ot which gender relations were a 
key component along with the other broad 
objectives ot human rights and the end of 
iniquitous social ordeis I he revolutionary 
changes which followed the two world 
wars also cicaled fora and strucluics that 
promoted debates cm women s rights I he 
Intel national Women s Decade was 
initiated duiiiig this period ot hope which 
also posited a new International Economic 
Order By the end of the decade, however, 
this hope was already shaky fMair 198^] 
in the mid 1990s, the context in which the 
international struggle for advance ot 
women’s rights is being waged has been 
transfoimcd Debates being actively 
promoted today twist the very premises and 
values on which the movement had been 
based Terms like empowerment, choice, 
reproductive freedom, spintuai autonomy, 
etc, arc being appropriated by forces inimical 
to the goals of the women’s movement Can 
the movement ensure the continued 
existence of fora to mount pressure for 
intervention in favour of more equitable 
gender retaiions - both at the level of 
international realpolitik as well as at ground 
level processes' 

It IS important to note these intci national 
developments since they have influenced 
the movement in India from the start If 
we were to spell out the parameters within 


which the movement developed in recent 
years, these would be (a) the decadal thrust 
provided by the preparations for the UN 
Conference in Mexico, and the initiatives 
coming forth from the Non-Aligned 
Movement in this context, (b) the history 
of and relationship between earlier 
movements for freedom, equality and 
democracy values which were subsequently 
enshrined as basic political tenets in the 
Constitution nl India, and the constraints 
felt towards achievement of these in 
independent India and (c) the influence of 
ideas coming acioss through the various 
streams ot the women s liberation 
movements of the west Thus equality, 
democracy and freedom were at the same 
time, actual ik <onal and ideological goals 
which the women s movement addressed 
in all their connotaoons including specific 
gender perspective and components 

II 

The Indian Movement 

Although in India colonial rule and the 
freedom struggle marked the beginning of 
an awakening among women, differing 
streams within the anti>imperialist anti- 
fcudal struggle posited different even 
contentious images of identities fur women 
[Sangaliand Vaid 1989] But the nationalist 
consensus symbolised in the Fundamental 
Rights Resolution of the Indian National 
Congress 19'll postulated freedom, 
justice, dignity and equality tor women as 
essential for nation-building The 
Constitution assured these rights In the 
post-independence period, however 
women exploring avenues tor socio¬ 
economic and political mobility came up 
against the limitations of a third world ex 
colonial state This posed conflicts between 
their new rights and the values carefully 
promotedby a longstandingpatnarchal soci^ 
hierarchy Social disabilities and gradual 
isolation from the politico-ideological 
struggles that were shaping the nation 
building process led to the fragmentation ot 
the women s movement and the women’s 


question faded from the public arena 
[GOI 1974. Mazumdar 1978] 

This IS not to imply that no struggles 
were waged during this period But, with 
the exception of the tempo built up before 
the passage of the Hindu Code Bill, 1956, 
these could not form the basis of spurring 
agitations which could catch the public 
imagination cutting sectional demands and 
organisations 

In contemporary India the resurgence of 
the women’s movement and its contours 
have to be seen in the light of (I) The cnsis 
of slate and government in the 70s going 
into the emergency (2) the post-emergency 
upsurge in favour of civil rights, (3) the 
mushrooming ot women’s organisations in 
the early 1980s and the arrival of women’s 
issue on the agenda (4) the mid-1980s, 
marked by a fundamentalist advance and 
the 1990s when the crisis has deepened with 
regard to state government and society 

The women s movement in India is one 
of the many burgeoning efforts at reassertion 
ot ciii/en’s claims to participate as equals 
in the political and development process 
This places it in a situation of direct 
confrontation with the torcesot conservatism 
and reaction The fundamentalist onslaught 
in one country after another have exposed 
the vulnerability of women’s advance m 
most places In the thud world as well as 
erstwhile socialist states, however, the 
combination of these with the onset/ 
.icceleration ot tree market capitalism has 
both strengthened the powers ot the 
oppressors as well as created new 
instruments lor hegemony, by weakening 
the balancing mechanisms and ideologies 
that sought to place limits on their rapacity 
In India the mid-1980s have seen an 
onslaught on even existing rights of women 
through a harking back to ‘tradition’ and 
culture’ and the positing of images which 
emphasise women’s reproductive role as 
the only natural, historical one The 
fundamcnialist/revivalist lace of many 
social movements today is directly opposed 
to the radical demands and upsurges coming 
from below 
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These decades in India have marked the 
end ot the age o( complacency apathy and 
acceptance of the existing social order 
Undoubtedly these stem from both 
problems of transition is well as the 
outcome ol the world s largest experiment 
in democracy Shiltsin loci and awareness 
ot problems that impinged on women s 
lives, the social construction ot gender 
relations and the identity ol women from 
different classes in their attempts to resolve 
the problems of the national economy and 
polity occurred during a period ot 
dissolving certainties that characterised 
local national or globil systems 

This changing chaiacter and the 
contradictions are reflected within the 
governmental structures and in a shitting 
attitude towards the women s movement A 
major question ttcing all governments in 
office has been how to respond to the 
movement and its demand to place the 
women s question on the political agenda 
The government s response has been 
teetering between responding to the 
conservative or the radical forces in dealing 
with the women s question 

The women s movement in turn, has 
mounted pressures on the state and 
government liom the opposite end ol the 
spectrum Itself experiencing major 
transtormaiions it has grown immensely 
despite pressures Irom diverse areas Within 
the movement diversities manifested 
themselves in many ideological cleavages 
and fragmented regionally uneven growth 
But the issues on which women first 
articulated their visiWc opposition covered 
a vast terrain - ranging from those which 
were gender specific to those which 
impinged on citiren s rights class 
formations values and thedircc tion of social 
transformation 

The mitn concerns of the movement as 
It emerged weielaidoutinlhcissucsopened 
up by the repot l ot the Committee on the 
Status of Women in India (CSWI) which 
drew attention to the wide diversities in 
culturally prescribedgcndci rolesmIndia’s 
plural society The committee raised serious 
doubts about the development or 
modernisation models that not only ignored 
the real differences that revolved round caste 
class and ethnic histoi y but exaggerated the 
influence of religion culture and social 
attitudes on gender role presciiptions 
Questioning the continued invisibility of 
women' in areas/sectors where they were 
largely involved the C SWI pleaded tor a 
renewed concern that would reflect real life 
issues and tspirations ol the majority ot 
women [GOI 1974 1) 

This disenchantment ol women with the 
post-tndcpendcncc development scenario 
was not a stance dictated by exogenous 
political considerations Demographic 
indicators like the accclcr.ilcd decline in 


the sex ratio, increasing gender gaps in 
life expectancy mortality and economic 
participation or the rising migration rate 
were ciisiurbing enough Combined with 
this was the utter failure of state policy to 
live up to Its constitutional mandates in 
any field of national development The 
CSWI noted clear linkages between 
existing and giowing social and economic 
disparities and women’s status in 
education, the economy, society and the 
polity (GOI 1974 234], putting the demand 
tor equality on an ictual historical terrain 
It also formed a starting point for women s 
studies' 

In this paper we have confined ourselves 
to the movement’s responses to violence 
fundamentalism and the debate on 
economic role and processes We have 
focused on these not only because of 
limitations of space but because we see 
a close link between the marginalisation 
of women as economic beings (a trend 
which is now on the rise despite the 
movement s i ntcrventions i n the last decade 
and a half) and the rising trend ot violence 
targeting women In India today the most 
modern techniques ol propaganda are used 
to project women as consumers and 
reproductive beings rather than producers 
and, above all as members of one or other 
particular community which seeks to 
establish its political identity by right ol 
birth, religion or culture Fundamentalism 
provides an ideological framework while 
globalisation and glorification of the market 
provides the operative instrument to 
demolish women's claims to equality 
freedom and dignity as individuals This 
awesome combination poses a challenge 
which is forcing women s organisations 
into rethinking, soul-searching and 
questioning of their roles and identities in 
the reshaping ot the struggle 

This, however docs not mean that the 
movement has not intervened in other critical 
sectors that affect the overall processes of 
national transformation, e g, education, 
science, technology, research and develop¬ 
ment management of natural resources and 
food security We have here focused on 
three main aspects which are critical 
determinants in the struggle for gender 
equality 

The focus on these themes reflects both 
the views of the authors as well as that of 
activists in the movement The method * 
followed IS one of fairly widespread 
consultation with activists through 
workshops organised in different regions to 
get a feedback on what activists considered 
to be the major issues looking back on the 
last I wo decades 'The paper does not attempt 
to write a history of the movement It only 
focuses on the issues trends and challenges 
as these have emerged while locating 
women in the overall context of the 


complexity of India’s social and political 
entity of a democracy-in-making, as well as 
a democracy endangered 

in 

Violence: Case of Expanding Arenas 

From Its earliest phase in the late 1970s 
the contemporary women’s movement 
perceived growing violence as a major 
issue, bringing' visibility’ to the movement 
Itself This identification violence has also 
been interpreted in many ways, by analysts 
of the movement Primarily ol course, it 
has been seen as a‘rallying cry'or a‘rallying 
point’ 

Violence, however is perpetrated through 
the gi ven institutions of the state, community, 
the family and society at large ft draws 
sustenance from prevailing ideologies which 
seek to propagate status qiioism through 
advocacy of ‘falling-in-ltne’, be it in response 
to transgression ot social norms or laws, 
which are defended in the name of age-old 
customs and tradition, religious or caste 
identities, or even political dissidence Such 
status quoists perceived the movement’s 
adoption of violence as a threat to basic 
social institutions like the family community 
and construction of gender roles developed 
by the elites and projected as universal to 
‘Indian’ culture-at all levels Over the 
decades, however, there has been a change 
in this perception 

Rape 

It was the widespread national level 
campaign, in the course ot 1979-80, on the 
Mathura case which brought women’s issues 
onto the public agenda The Supreme Court’s 
acquittal ot two policemen involved in the 
rape of a minor tribal girl brought to the fore 
several crucial aspects of women’s 
oppression, viz, the roles of class and caste 
in oppression of women, and the issue of 
accountabiiity of public servants and the 
judiciary in achieving the constitutional 
guarantees These were pointedly raised by 
four law teachers m their protest to the chief 
justice 

Must illiterate, labouring, politically mule 

Mathuras of India be continually condemned 

to their pre-Constilutional India fate^ ' 

Though the agitation sparked off by the 
Mathura case led to significant changes in 
the Evidence Act, the Criminal Procedure 
Code and the Indian Penal Code, including 
the introduction of a category of custodial 
rape, the changes introduced were not 
sufficient The concept of^iower rape was 
resisted and has only recently been admitted 
through an amendment in the Civil Rights 
Act Significant loopholes nevertheless 
remain, both with regard to the law and its 
implementation 
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While the movement's imderstanding of 
the issue has widened, su-'ess has been 
limited due to both lacunae in the conceptual 
definition as well as monitoring of 
procedures. The definition of rape does not 
extend to marital rape and anomalies exist 
between the Child Marriage Restraint Act 
and the rape law in that consent is not required 
for intercourse in marriage before the age 
of 18. Also, whereas the character of the 
victim is not supposed to be a consideration 
in determining rape, clauses in earlier 
legislation to the contra !7 effect continue to 
be used and even the Supreme Court has 
violated the principle of custodial rape on 
this count. There is also the element of 
'provocation' or, as the Supreme Court put 
it recently while reducing the sentence in 
one case, inability to resist temptation so that 
rape became a ‘crime of passion'. Apart 
from all this there is the inability and 
unwillingness of the state machinery to act 
in a manner as to collect evidence in order 
to prove rape. As has been highlighted in 
the case of rape of nuns in Gujraula, UP, 
the law leaves sufficient loopholes for 
agencies such as the concerned police and 
medical personnel to not act, with perfect 
impunity , Of late, the movement is 
emphasising the rising trend in child rape, 
and demanding new legislation to combat 
the trend. 

Anti-Dowry Agitation 

Of all the agitations focused on violence 
the one that most touched the public 
imagination, the media and the wide.st 
sections outside the pale of organisations, 
was that which protested against dowry and 
dowry-related violence. It is the anti-dowry 
agitation which emerged as a rallying cry. 

The ‘atrocities against women' headline, 
attracted attention in the post-emergency 
scenario of ‘excesses', and the ‘Brides Are 
Not for Burning' slogan focused media 
attention both in India and abroad on 
women's lives. The question has often been 
posed, whether it perpetuated the ‘women 
as victim' syndrome? But for those who 
became crusaders in the fight against dowry 
the movement transmitted a pulsating sense 
of energy which over time got transformed 
into a brand'of activism which asserted 
women's agency in social change. It was this 
public assertion of what had till then been 
seen as a private agenda, which shook older 
organisations from a seemingly unending 
slumber. 

One of the amendments in the Criminal 
Law, Section 498-A, passed in the wake 
of the agitation, encompassed for the first 
time a definition of cruelty which included 
not just physical but mental cruelty as 
well. One of the most commonly used 
clauses in cases filed by women, the 
invoking of the clau,se has in effect focused 


on the issue of domestic violence. The 
successive campaigns brought into focus 
the trauma women undergo within the 
confines of the ever-enduring family, 
glamorised by policy-makers and elite 
groups in general, as "the basic foundation 
of Indian society”. 

By 1982 organisations in Delhi and 
elsewhere built up formidable evidence of 
dowry-related murders being pas.sed off as 
'suicide' or accidents [Kishwar and Vanita 
1984; Kumar 1992). In several cases aciivi.sis 
had themselves recorded the dying 
declaration of victims and urged the courts 
to treat this as evidence. Newspaper hcadi incs 
screamingly reminded readers that ‘dowry 
deaths' were on the increase. But the 
government, the police and other official 
agencies along with society at large slumbered 
in insensitivity and the convenient middle 
class ploy was used to dismiss torture of a 
young bride as an ‘internal family matter'. 
It was a consistent, widespread mass 
campaign both individually by organisations 
and jointly under the aegis of the Dahej 
Virodhi Chetna Manch (DVCM) that finally 
mounted pressure on the government to act, 
if only out of political expediency. The Law 
Commission undertook a suo motu study on 
improving the law to combat this social 
menace more effectively. The parliament 
appointed a Joint committee of both houses 
of parliament to review the working of the 
Dowry Prohibition Act. Though members 
were drawn from all political parties, it 
included several leaders of national women's 
organisations and led to one of the lare 
occasions of “all the women speaking with 
one voice” IGovemment of India 1981; 
Palriwala 198.51.' 

What came into focus in the course of ihe 
campaign was a clear link between dowry 
and the urge to accumulate consumer items 
as well as mobilise resources to he used as 
‘investment’ or ‘capital’ tostartpetty business 
or enterprise [Karat and Agnihotri 1993]. 
These facts were so stark that for the high 
court to assert that the giving of gifts was 
customary was sure to invite the wrath ot 
women’s organisations. The irony of the 
high court assertion seemed greater in view 
of the fact that in 21 years since the Dowry 
Prohibition Act of 1961 .only one conviction 
had taken place. 

However, as anyone in the movement 
would today testify, even as increasing 
‘cases’ of harassment and torture arc 
registered with the numerous complaint 
cells as wcl I as legal aid centres, the menace 
of dowry has increased mainfold. Did the 
focus shift from fighting dowry to only 
highlighting dowry deaths, asks an activist? 
Why could we not end dowry, ask others? 
There are no simple an.swers. While analysts 
have critiqued the movement for an 
emphasis on legal remedies, the fact is that 
the movement addressed itself to much 


more, and also achieved more. The question 
that may be raised is. was it and is it 
' possible to tight dowry in a social context 
where both caste and consumerism are 
penetrating deeper? Matrimonial columns 
of leading dailies now proudly classify 
advertisements along caste lines, and 
consumerism has spread its tentacles far 
and wide in Indian society. The DVCM’s 
demand of comprehensive legislation 
including changes in the whole gamut of 
inheritance/succession/property laws has 
gone unheeded, prompting even feminists/ 
erstwhile feminists to “rethink” dowry 
[Kishwar 1988a; 1988b]. Dowry, far from 
being a deep-rooted’ Indian tradition, is the 
fastest way to make quick money in India 
while also claiming social sanction and 
legitimacy [Srinivas 1983]. In fact despite 
the most visible solidarity shown on the 
issue in the media, concerned women 
parliamentarians and activists, the issue has 
today been relegated to the background from *^1 
the public eye in the face of more ‘immediate’ ■ jj 
and ‘pressing’ problems, which are not 
altogether separate from the social agenda 
inherent in the anti dowry campaign. In fact 
with the given state ol a son-preference in 
Indian minds amniocentesis and sex-selection 
also draw their rationale from the dowry 
menace 

Amnioc ente-sis ano Sex SuutrnoN 

In 1974 the department ot human 
cytogenetics. All India institute of Medical 
.Sciences (AIIMS), New Delhi, started a 
sample survey with the aid of amniocentesis 
to detect foetal abnornialiiies. By 1975, the 
AIIMS knew that the tests were being 
followed by abortion of female foetuses. 
While the AIIMS tests were stopped by 
1979, reports came in from Amritsar in 
Punjab where medical entrepreneurs openly 
advertised their services referring to 
daughters as a 'liability' to the family and 
a 'threat' to the nation’s population 
problem. Expectant parents were exhorted 
to avail of the services of clinics to rid 
themselves of the daughters to come. At 
a meeting convened in New Delhi in July 
1982 a three-point position was arrived at 
wherin: (a) government was requested to 
restrict use of amniocentesis to only teaching 
and research establishments; (b) the Indian 
Medical Council was requested to take severe 
action against members indulging in 
unethical practices; and (c) women's 
organisations were to remain vigilant against 
the spread of the practice for commercial 
purposes [Mazumdar 1994]. 

While government did issue some 
circulars to this effect, not such action 
followed. In the meantime the sex deter¬ 
mination business had came to stay, with 
clinics spreading even to small towns and' 
information on this count reaching families, 
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which were otherwise unaware of tech¬ 
nological advances Today the business 
flourishes more rampantly in North India, 
where in some places which cd£lier pracliied 
female intanticide. female foeticide has come 
in From the soulh alarming reports have 
come in of the prevalence of female in¬ 
fanticide among the Kaliars in Tamil Nadu 
Ironically, this was not a tradition of the 
community Approval and connivance for 
the practice are being granted by an emergi ng 
new prosperous community leadership which 
iiKludes educated professionals as well as 
politicians 

In 1985, The Forum Against Sex- 
Determination and Sex-Pre-Sclection 
(FASDSP) was formed m Bombay The 
Forum addressed itself to the entire spectrum 
of new reproductive tci hnologies It sought 
wider alliances, undertook surveys, and f iled 
a public interest litigation A private 
member’s bill introduced in the state 
assembly, forced the government to move 
into action 1 he bill finally adopted by the 
Mahaiashtragovcrnment in 1988 had several 
lacunae as does Ihc central gov ernment’s bill 
passed in July 1994 A question ihat has 
arisen from ihese long campaigns and Ihe 
debate IS, wh.it about the women who practise 
female foeticide or inlantic idc ’ Hie new law 
treats them as guilty and punishable But 
docs a woman in India have the right to 
chtxisc or decide' 

POPIJI AIION POI ICY 

A sirange link has united ses-selection 
followed by Icmale foeticide and female 
intanticide Both cite national population 
concerns as the instigation for these anti 
women acts The government of India s 
current ctfons to formulate a new population 
control policy in consultation with or at the 
behest ot ns international benefactors, 
include a senes of measures foisted on 
women alter the initial attempts at 
vasectomy during Ihe emergency peiiod 
met with stilt lesisiancc The notable 
features ot this policy are that (a) it is 
premised on ihc assumption of the 
population bomb theory (b) women feature 
as the main targets since they arc the agency 
ot reproduction (i) the contr,iceptives 
inclucle steroids and lioimonal injectablcs 
with long term cltccts on the health ot Ihe 
user, (d) no provision/considcration tor 
monitoring ot imp.ict' 

Women’sorganisaiions have been fighting 
for several years ag.iinst ttic entry ot these 
hazardous contiaceplivcs which exploit 
women’s despeiaie need lor sale 
contr.iception . and proposals lor coercive 
‘fascist punitive measures such as < hanges 
in the PcopI s Ki presentation Act to 
disqualify ihosewiili i ore than two children 
and in the M ilt rniiy Hi ik tils Act to restrict 
Ihe benefits up to tvs > childien, while 
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increasing leave provisions for aboitions. 
These concerns were articulated forcefully 
before a recent expert committee appointed 
by government of India to draft anew national 
population policy" The committee’s report, 
while upholding gender equity as crucial, 
and declaring its position as pro-poor, pro¬ 
women and pro-nature, recommends 
disincentives and other measures that have 
united many women's organisations in 
protest and one woman member dissociating 
herself from the recommendations" ^ It has 
also stirred up a public debate 

PoiiricAi VioLeNCE 

In a highly charged political environment, 
violence against women too is viewed 
through coloured lenses Whereas the 
movement has attempted to contextualise 
Ihe woman victim on the basis of prevalent 
social inequalities, the prevalent divisions 
in society take the edge out of the 
condemnation of the crime per se Thus in 
every incident of violence against women 
the attempt is made to underplay the enme 
Itself by focusing on the idcntity/position of 
the perpetrator as well as the victim in order 
to mobilise support on the basis of defined 
parameters ot polarisation in the specific 
context These can be caste, community, 
regional or even politico-ideological Thus 
rape and other atrocities inflicted on women 
and others in Nagaland, Manipur Assam, 
Tnpura, Punjab or Kashmir by the armed 
or par-military forces can be condoned by 
the administration as well as government 
under cover of action taken to put down 
subversive activities A more perverse 
definition ot pro-national activity in complete 
violation ofconsiituiional guarantees, human 
lights as well as women’s nghts would be 
dilticult to find It IS this ‘teaching a lesson 
to curb dissidenie (whatever its shape or 
form) which is disturbing Given the trend 
ot growing cnminalisation of politics in 
India this form of violence can be croc lal 
in keeping women away from public life * 
In tact this also reflects a cynical societal 
response to transgression by women of given 
norms ot social tschaviour, which in turn are 
defined along lines of caste and status 

This applies to the increasing social 
icccptancc ot violence against women In 
recent years tliere has been a spate of incidents 
ot stripping, rape and other forms of 
humiliation inflicted on dalits as well as 
othci women in different parts ot the 
country in recent years ‘This is in addition 
to earlier instance of lynching ot women 
on suspicion ot being ‘witches’ Many have 
seen in these the reflection ot new political 
conligurations and conflicts ansing out of 
the aspirations of upwardly mobile 
backward castes This comes along with 
reasscrtion of authority by traditional 
community and religion based siruclures 


aaimini Md powtt to wftld 

authority on the baiii of varioui braitdi of 
identitiea, there ii in contemporary India 
a powerAil gonging-up of conservative and 
reactionary forces which aggressively 
impose moral prescripts Where other 
processes fail, gender equality and women's 
rights to freedom is opposed through 
intimidation, humiliation and violence in 
complete violation of norms of civil society 

What IS important is that even as the 
movement for women's rights has 
strengthened, there is the opposite 
phenomenon of increasing social acceptance 
of violence and its use for political purposes 
This violence is limited neither to the personal 
sphere nor to the framework of ntaivwoman 
relationships [Karat and Agnihotn 1993] 

It IS notable that response from social 
scientists on the theme of violence in general 
and specific to women has not been very 
illuminating There have been few studies 
of the patterns ot vioienceVpr even causal 
analysis [Das 1990, Datar 1993] While the 
movement itself identified violence against 
women in many ways and has expanded its 
honzon in terms of definition of violence 
also, corresponding perspectives in terms of 
analysis ot the phenomenon are singularly 
lacking Within the movement of course 
diffenng perspectives continue to persist 
While there is a shift away from the earlier 
emphasis on domestic violence alone, there 
IS a simultaneous trend of subsuming other 
arenas of conflict - communal conflicts, 
fundamentalism, even economic conflicts 
within 'violence against women”’ 
Conceptually, this gives primacy to a gender 
perspective, but it oversimplifies conflict m 
other spheres and other levels of societal 
existence, by reducing them to a one 
dimensional affair Such conceptualisation 
also Ignores differences in perception of 
these vaned conflic ts among diverse groups 
of women 

IV 

Fundamentalism and 
Communalism 

The wave of fundamentalist xenophobic 
upsurges s weepi ng across the world threatens 
the international women's movement as a 
whole in Indiaihecomplex social suuctures, 
evonomic constraints and political 
opportunism have provided ample breeding 
ground for the growth of revivalist ideologies 
and identity politics These have adopted 
aggressive postures, showing scant regard 
for the Indian Constitution or the fundamental 
rights It guarantees All religious, ethnic or 
cultural fundamentalists are basically hostile 
to gender equality whatever t^e rhetoric they 
profess 

As early as 1983, ‘a deal' was reportedly 
struck between the government ot India and 
the Akali Dal, spearheading the agitation for 
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« Sikh stole, to withdraw the agitation it 
government ot India accepted a separate 
personal law loi Sikhs 1’hc hill dralicd hy 
the Dal would have dcprlscd Sikh women 
o( their rights to a share in their lathers’ 
property (pros idcil under Hindu Sui session 
Act iyS6) ol right ol disoise except 
through the dispensation ol the leiigious 
heads (againsi the piovision ot the Hindu 
Marriage Act), ami would have icgiiimiscd 
polygamy through the custom ol diadm 
aiulazt. claimed as a ‘Sikh susuim' Ptoiesis 
trom national women s oigamsatinns and 
others backed by several Sikh women 
including live village tnahila mandals, 
apparently compelled GOl to change its 
mind and no bill was mirodused 

I985 however marked a shilt m Indian 
politics Pio liberalisation statements and 
measu res by the gov et nnieiit on the economic 
Ironl began lo bs combined wiih 
compromises and even advancing the cause 
ol tundamenlalisls People sdisenchantment 
with the II iiuie md pace ol India > 
developini'iii was sought to be ollscl by 
suiiLssivi govciniiisiits b\ playing the 
Lomiiiuii il L lid with laili sommumty to 
win ihs'ir suppoii 

May IdSO wilntssid i toi.il smicnderbv 
the govi inmcnl lo Islumic tund imenialism 
I he Muslim Wtjmcn sIPioietiionol Rights 
on Disoici) \l| I%6 dcfuivcd divorced 
Muslim women ol iheii right to seek 
mainkniiuv undci section I2^ ol t.ic 
C iimiiial Proc tduicCode ascculai I ivvopen 
to ill comniunilus |I ngmecr l‘>K7l 

I he It I came m the wake ol i vear long 
debate on the Suptemc f oiiit ludgnieiit m 
the Shah Biiio c tse While iipholdme i 
Muslim worn in s right to this leg il re medy 
not iv niahle loilicm iineiei Isl lime petson il 
law the court obscived that It w is high time 
lot govemmi'iit lo ilmik ol i uniltuni tivil 
Ltttle III the mouths that followed Muslim 
tundamenlalisls organised themselves lot i 
show down with govcinincnt lei using it ol 
inlerlereiiee with Muslim Peisoiial I iw II 
IS no come idoiiee tint the campaign 
proceeded alongside piotcsis against the ic 
upciimg ol the gales ol ihc Babii maspd 
which Hindu tundamenlalisls claimed w is 
ihe birth place ot lord Rama Women s 
oiganisations campaigned and drew support 
Ironi large numbers ol Muslim women 
especially Irom ihe poorer sections 
intellectuals and reform gioups Irom the 
community against the bill The Bharatiya 
Janata Parly howeve^r, suddenly‘espoused 
the demand tor the unilorm civil code 
Muslim tundamcntalisis responded with the 
hysteria ot ‘Islam in Dangci Despite sharp 
ditlereiices within the ruling puny and the 
resignation ot a Muslim niinisier (who had 
opposed the bill), the bill was enacted with 
Ihe help of a ihree-line whip issued by the* 
Congress lo its members [Hasan 1989 
Palnwala and Agnihotn I993| 


Petitions challenging the new law as anti- 
ciinvtitutional arc still pending hearing in the 
Supreme Court Meanwhile, organisations 
icport that many more Muslim women conic 
to discuss their problems and paiticipalc iii 
other campaigns tor women’s rights 

In September 1987 in Dcorala a village 
in Rajasthan Roop Kanwar, a young bride 
burnt to death sitting aiop (he luneial pyre 
ot hei dead husband, while sev cral Ihoiisands 
ol people watched and even chanted slogans 
glori lying sail Though a tew in the media 
came out with suong siutcmenis against the 
event, many played it up as it it was a return 
to pristine glory likening Roop Kanwai to 
a dcvi (goddess), who prcsenied a shaip 
conlrasi to the urban elite westernised 
teminist women who had disowned ihcir 
Iradiltonal values Sail therefore was sought 
to be projected as a sort 0 1 ethnic re assertion 
ot indigenous wnmanliciod " 

The slate gov ernnicnl remained par ily sed 
despite massi V c pi oicsts by women s groups 
and a court oidci to slop Ihc celebrations ot 
Ihc event Bui pioieUv Irom ill over Ihe 
country torecd the governmeni ol India to 
micivene bclaitdlv wiihaquilciiniiccessaiy 
md mcltcetivc law .igainsi boili ilie act and 
ihc glontic ilion ol sail A siringe l(aiui( 
III this law IS lo m.ikc the vie urn il ‘he 
CSC ipcd cicaili (ulp.ible loi uicmpud 
^ulcldc■' 

Women s oi misations some scliol irs 
and legal cxpeiIs ireuedthat sail w ismuukr 
that iis worship in Rajisth in and elscwhcic 
w.is b( ing eiiioiii igcd by the nth Marw in 
businc ss c omimiiiiiv and the landed Raiputs 
I hey ilso proplii acd that gloMfic.ilioii ol 
sucli heinous mines would eiumirage 
violenev as wi II is die posiiing ol a lamily 
inci lommuniiv hound idcnliiv lor womm 

Asonin \ Rki ii oi vsnAinuMviii 

In IXeemheI 1992 whenagerc ssi\e Hindu 
luiul imcniahsis (Icinolishcd i ‘iiX) vciroid 
mosque in Ayotlhv i claiming that it w is i 
in indii (temple )w.hiihmaikedilii hiillipl ici 
ol I Old R iin I iIk govcmniciit s pii ilysis 
w IS lullv cxposul indicating the ikpili ol 
ihe ciisis ol silk md govcrnmciil It also 
deepened cvnicism about the stale s 
Icgiiimacv Ihc dcinolilion alsospaiked vifl 
riots III several puls ol ihe couniiv 

The overtly pi'litk.il manipulilioiis ol 
tundamenlalisls also found other victims 
Several scholais were threatened oi 
harassed lor mil adhering to tundamenialisi 
versions while writing culiuial religious 
Ol even litciary hisiories with i gendci 
lotus fherc hive been scveial sui h 
indications ol giowing intolerance Ihcsc 
were not cont med to any single commumi v 
Repeatedly during discussions on ihe 
movement aciivists expressed the view 
that counicriiig communal politics is the 
greatest challenge belorc the movement 
Many expressed the need todeliiic teligion 


and sfculunim as more positive, ethical 
vBlues and to discuss links with other 
piogrcssivc oiganisations " 

Activists express concern ai the rupture 
wiih the essence ol progiessivc imivcments 
ol the 19th and early 20th centuries The 
growth ol a metropolitan culture and 
continued use of English as the /</i vim/runm 
of oincialdom often makes Ihc non-English 
speaking Icel alienated from ilie emerging 
cine cultural ethos Thisdisjunctifcsiiuaiion 
was capitalised by communal parties who 
stepped in lo till the void 
Ol laic there arc many activists who have 
established dialogue with rctoi m movements 
and women's groups coming up within the 
religious framework II is argued that this 
IS nccessaiy since religion seems to be the 
only outlet sanctioned by society tor advance 
ol women’s latent talents There is also an 
ongoing debate regarding retries mg leligion 
from tundamenlalisls and highlighting the 
progressivcaspectsof socuvreligious reform 
movements Others argiu* that such 
instrumcnlil use of religion at this critical 
juiKiure ol Its politicalisaiion would not 
only be sell deicatuig but might even prove 
In/ardous since ii iiiav lead lo ihc assumption 
ih.it lelonii loo can coinc only through 
preordained idioms in denial ol secular 
spice Activists Irom miiioiity communilies 
argue lorcclully that they can advance only 
lithe nij|oruy does so Respecliiig people’s 
laiihs IS one thing Bui csccssive 
pieou upalion with religious m.ilvsis within 
the movement would ciidaiigci Ihe fragile 
solidaiily that his bun icliicvcd '' 

Ilie movcmcni has souclii to counter 
1 omniuiial propaganda amongst women 
Oig mv.iiions have iiikiviiicd iccoidingto 
then c ipjcilics III mil silualioiis lo piovidc 
lelic I as wi II as lo si lit a procc ss oi dialogue 
bclwctn women ol dilliieni communilies 
\paii lioni scvcnl local iiiiliatives hy the 
inynad women s oig inisalions it least two 
rallies ol sc \ c i il ihous.ind women each were 
hcldinAyodliy 1 I9S9 indlucknovv 1992 
Nc vcithclc ss a hid hcc'n witnessed on 
IHcvious ou asioiis w hen a cl ish look place 
tviwci II w imeii ind lundamcnialism the 
iiiaclioii ol ilic gcivcinmcnl on the plea ot 
neuli tills was a stance winch ilsclt 
lonsiiiuied m .iciivc initrveniion 

Ihc lund uiicnialisiAomniunalist oigani- 
salions aware ol Ihe ternieni in women s 
minds ire today nuiking a hid lo channelise/ 
harness the nascent consciousness about 
vs omen ’ s i ights toi t hci i o wii purpose Tak mg 
advantage ol women s deep Uiachmeni lo 
religion they aie today lloating new 
org inisalions and Ironls such as the 
Hindu Mahila Sammelaii and the Durga 
Vdhmi wherein women s role as mothers 
piogcniiors and detciidcrs ol the 1 nth etc, 
arc highlighted along with their role m the 
family Pundamentalisis of all hues have 
moved m this dirctiion 
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ond the class un<l {tender bias marked out 
tor criticism 

The critique ol macm policies basically 
adopts ihrc'c' ihriisis (a) ihai they would 
enhance raihcr 'han redice inequalities 
among the people in general (b) that this 
would make the condition ol the majority 
ot women ilreadv sirugaling lor survival in 
the intormal secioi still more vulneiable 
and (c) they would cnniiibuic to the social 
turbulence and siolence ol which women 
and children are the inaior victims Critiques 
have also condemned violence stemming 
tromthepiomolionol consumcrist htcstylcs 
through the mass media as such lifestyles 
trap women into the stereotype ol being 
objects and subjects ot consumerism | Bhasin 
and Agarwal 1984) It is important to note 
that the lew important concessions wrested 
trom the government in the poverty 
alleviation through economic development 
programmes provided some space for urban 
poor and rui al women to use theopportunities 
made available to organise and articulate 
theirdemands However, the macro policies 
remaining uniouched and unchanged 
continued the processes ot marginalisation 
The issue lacing the movement today is 
about the rclecance ot these dchites and 
etioits The earhcrcritiqiie of macro policies 
was trom a standpoint ot introducing a pro 
women approach within the given 
parameters using the constitutional 
guarantees as the basic relcrcnce point 
Today Indian women led that the stiuciural 
adjustment progr immes and the pack igc ot 
economic reforms threaten not only carlici 
gams but also the si iled national goals by 
successive governments While the 
movement was ciiliquing the development 
model SAP h.is now removed the few 
regulatory/compensatorv aspects ot India s 
mixed economy leaving global market 
forces the sole players in the field The 
processes especially to those with 
inconvenient historical memories bcai 
signilicani icscmbhncc to what happened 
10 the Indian economy and to women s role 
in the economv in piiticular duiing the 
coluni il peiiod fKrishnarai 1988 Paintik 
1991 Krishnimurtv I9S9 fihoshctal 1994 
Mitia 1979) 

I his ic ihsaiion has ni icle iiniiv imongst 
ditleimg oieamsatiuns c isicr to achieve 
tod ly In 1 joint siitcmcnt women s 
oigaiusitions tsscilcd Wes ly nolol>unkel 
no to CiATI we oppose the iiniestricted 
entiy ol INC s into the Indian economy 
I hey argued ihu 

discussions on Ihc impicl of Ihc new 
economic policies usullly locus on Ihc 
im|>acionihcoi,> uuscdsectoi since women 
make up only a sm ill pcicentage here it is 
assumoci dial ihc impaci is minimal Wc 
need to unitedly itul torcctiilly coircct the 
jvicluie In oui inullidiniensional lolcs is 
workers as peisani-, as produceis .is 


citi/ens as mothers, wives, daughters, us 
women the economic policies hit us the 
hardest 

The overall impact ol SAP has to be 
undeistoodm the context ol the ovci bearing 
reality that already 94 per cent ol the women 
workers are part ol the intormal sector and 
that they consiiiutc halt the labour torce in 
the unorganised sectorWhat is ihc future 
lying ahead lor w omen in an economy which 
itsell shall be struggling to lind a space 
within ihe model ol 'sustainable 
development under Ihc aegis ot a carefully 
orchestrated Structural Adjustment 
Programme'’ 


CONC I USION 

The contemporary women s movement in 
India spans a large canvas There arc small 
groups as well as large national level 
organisations ” While some are recent having 
been formed only over the last two decades, 
others go back to over 50 or even 100 years 
Some organisations focus on single issues 
while the mass organisations cover a vast 
range The organisational structure as well 
as activities undertaken differ 

The movement has been fraught with 
tensions, rifts and differences, reflecting 
dillciing notions of what are women’s issues 
or how the movement should proceed to 
locus on these In comparison with the early 
years of the decade, tenJay it is much easier 
to come together With an experience of 
working together tor over a dec.ide and a 
hall women s groups in the country arc 
fairly well aware ot the issues they agiee on 
and wheie they ditler However neither the 
agreement nor should the dilterences be 
seen as static or in a frozen time frame 
Whereas ideological differences remain and 
perspectives diltci the overall ihrust is in 
lavoui or unity in action ' 

The same attitude is reflected in the issues 
being taken up In the 1970s the movement 
look off as pail ol an overall build up against 
the auihoritanan regime symbolised 
ironically by a woman prime ministei II 
then got fragmented and even perhaps 
insulaied f oi a while even overfly political 
statements were lesisted Today it is much 
cisier to come together even on a plaltomi 
to denounce Ihe economic and other policies 
ot the government The I99()s represent a 
trough 111 the political graph where the need 
lo join h.inds and build alliances with other 
loiccs IS even greater 

I he women s movement has undoubtedly 
grown lis outreach is far beyond the figures 
ot eniolled membership of organisations 
T hese have now to lake note ot the increasing 
articulation ol conlidciice by women at the 
grass roots level Nothing illustrates this 
bcttei than flic response to the literacy 
campaigns in several states where earlier 
iitcnipis lo rcMch women had been abysmal 


failures At a general level it is estimated 
that two-thirds ol the nco-literatc learners 
as well as iwo-thirds ol the volunteers are 
women [Government ol India 1994) Ihc 
impact nl the literacy movement came to be 
highlighted in the context ol Ihe ami-arrack 
movement in Andhra Pradesh However 
another remarkable achievement in recent 
years has been the process set in motion by 
the implementation of the 71rd and 74lh 
constitutional bodies which provide tor 
per cent representation lor women in local 
bodies in rural and urban areas 
Whereas observers rightly sec in thiv a 
qualitatively new dimension that has been 
added to the women s movemeiy through 
this development the depth and complexities 
ot these linkages arc yet lo be understood 
In rural India as also in the cities ii is the 
new found articulation and confidence which 
iscomingintoconflict with the consolidated 
combine of conservative social forces which 
draw strength from the regressive steps taken 
by government as well as political 
representatives ot reactionary forces It is 
the latter which are today preparing to mount 
an onslaught through the jioliiical process 
to check women s halting steps to advance 
and strengthen democracy in India 
Movcmenl politics as it has developed in 
India lends to show up elcmenis which aic 
unclassitiable Ideological dillercnccs 
exist - but within a continuum - and lend to 
get blurred when strategic choices have lo 
be made between priorities But the debates 
continue and the questions pcisisi Is flic 
movement s decentralised striutuic and 
multiple arenas ol inicnction a point ot 
strength oi weakness ot both^ Is the 
movement s excessivcpreoccupation with 
the slate s devciopnicnl policies and 
legislation well irisi m its objective nflicr 
than ‘leminisi or radical ' Does Ihe 
extension ot ihe issue ol violence <igamst 
women from the domestic to the social and 
political spheres indicate a backsliding oi an 
advance ’ Or does it successfully combat the 
dichotomy posed between economic 
welfarism and body politics ’ Should the 
women s movement get involved with 
issues related to environment population 
child rights, globalisation/maiketisation 
inteinational debt burden all of which arise 
from Its widening base al the grass roots 
level or should it retain its autonomy while 
restricting its focus' 

Clearly as it has developed, the locus 
could not be confined to the issue ol 
interpersonal relationships The limits lo 
creating an esscntialist. biological entity as 
well as identity of ‘woman’ have become 
only too obvious While’Hhe ideological 
outreach ot ‘feminine’ identity politics has 
widened this spread has also demolished the 
fossilised image sought to be created From 
different starting points, organisations have 
moved towards a more holistic vision As 
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the proto-fascist undertones* of political 
events/processes become clearer along with 
the state’s surreder to them, the need to join 
hands is felt ever more deeply, lest we come 
out with a cri de coeur-“wc have the 
movement but they (the other?) have the 
women”. While the movement is aware of 
these challenges the strength of its grass 
roots support base provides a ray of hope 
that counter-actions and counter-ideologies 
are not impossible. 

Notes 

(This paper, commissioned for a volume of 
studies on the women's movement in different 
countnes. was written on the basis of a process 
of wide-ranging inier-action in four regional 
consultaiiuns to incorporate activists' own 
perceptions of current challenges It was not 
included in the volume since the authors refused 
10 comply with large-scale revisions in the text, 
deleting certain sections by the editor/ 
piiblishers/the agency funding the study The 
deletions included the introduction and 
conclusion, the section on population policy us 
well as large parts ol the discussion on 
cominunalism/fundainenialism. on the grounds 
of their not being "speciric to the women's 
movement in India". Instead new paragraphs/ 
pages were incorporated which contradicted 
the views of the authors The political context 
in which women's struggle was being waged 
in India was edited out altogether Keporls of 
the consultations which piovided the evidence 
for our analysis shall be published shortly 
There is a wide difference in the age of the 
two authors of this paper However, both happen 
to be students of history What initially brought 
us together was the contemporary women's 
movement's effort in India to bring out a journal 
in English Vina Mazumdar was (he first 
publisher of Manushi and. Indu, a member of 
its editorial collective Our link wilh the 
movement could be put vciylogistically - there 
IS perhaps not a single joint siatement/docuinenl 
of the women's movement which may have 
emanated from Delhi to which both nr either 
of us. individually or as part of sponsoring 
women's orgunisalions - the Centre lor 
Women’s Devclopmcnl Studies and the Ail 
India Democratic Women's Association, have 
not been signatories Our doubts, dilemmas and 
convictions in some way reflect the continuum 
of consciousness passed over from one 
generation of Indian women to another) 

1 A recent study, making note of Towatds 
Ei/ualilv as a reference point, points out that 
as a "founding text" it is perhaps a good 
measure of "the contrast between the Indian 
movement and the movement in the US, which 
often cited Betty Friedan’s The Femmne 
Myxtufue as the book that set the women's 
movement in that country going". Sec Tharu 
and Lalitha, K (eds), IW4. Women WrilmK 
in India. Vol 11, OUP. p 101. 

2 The first such consultation was held in 
Bombay where activists from Maharashtra 
and Gujarat participated. At a similar 
exercise in Calcutta, groups and 
organisations from West Bengal, Bihar and 
Orissa came together. The third consultation 


in Delhi brought together activists from the 
northern and centnd region and the southern 
region activists met in Hyderabad in 
November. Reports of these consultations 
shall be published within the year 

3 'OpenLeiteriotheChierJusticeorindia, 1979', 
Supreme Court Journal. 1979. 4, pp 19-22 

4 The comment on the committee achieving 
solidarity despite party-based differences was 
made by Susheela Gopalan, MP, and general 
secretay of AIDWA. 

5 'Perspectives from the Women’s Movement 
Health and Population’ in Some hruet in the 
Strugfile tor Women's Ettuality. 1994 
(henceforth. Some Issues), a joint document 
published by the Delhi Network of Six 
National Women’s Organisations, pp 10-17 

6 Joint Memorandum to Swaminathan 
Committee by 12 Women's Organisations. 
November 12. 199.3 (unpublished) 

7 Open Letter lo .Swaminathan Committee Cf 
Indian Express. July 9.1994. and The Pioneer. 
July II. 1994 

8 Cf Resolution adopted in meeting to plan 
Joint Action iigamsi Criminalisation of Poliltcs 
and Sexual Abuse of Women, Delhi, October 
22, 1994 (unpublished) 

9 A common custom among peasant 
communities, aimed at preventing partition 
of property by making a widow marry her 
hrother-in-law 

K) Information received in conversation with 
AIDWA .Ktivisis in Delhi, also Raria from 
Patel, The Times oj India. Research 
Pellow.ship. Siudy of Muslims in India 
(unpublished) 

11 Jaiiasalla. editorial. .September 18. 1987, 
al.so see Nandy. Ashis 'Human Factor’ in 
The lllusiraied Weekly, January 17. 1988. 
pp 20-2.3 

12 For debate on 'voluntary’ .sail see Void. S and 
Sungiua, K. Institutions, Beliefs, Ideologies 
Widow Immolation in Contemporary 
Rajasthan’, ktonomic and Poliiiral Weekly. 
Vol XXVI, No 17. April 27, W.S 2-18 Also 
sec 'From the Burning Embers'. A film on 
sail by Mediastorm. Also see. Mani. Lata in 
Sangan and Vaid, 1989, op rit 

13 All the consultations emphasised this issue 

14 These points emerged from a discussion on 
Fundamentalism and Violence during the 
Consultation m Bombay, January 1994. 
organised jointly by the Centre for Women's 
Development Studies (CWDS) and the 
Maharashtra Abhyas Vidyapeeth to review 
the last two decades of the Movement 
(henceforth Bombay Consultation). Cf 
Women's Movement • Towards a Cntu al Self 
Appraisal Report on Consultation, 1994 
(forthcoming), CWDS 

15 Plenary session. V National Conference on 
Women’s Studies (NCWS), Jadavpur. January 
1991 The theme of the conference was 
‘Religion. Culture and Politics'. 

16 Bombay Consultation, op at. 

17 It was the first priority area m the Indian 
Council of Social Science Research’s 
sponsored programme of women's studies 
siec CriiUul Issues on the Status of Women, 
1977, ICSSR. 

18 SEW A Ahmedabad, the Working Women's 


Forum, Madras, the Annapurna Mahila 
Mandol, Bombay, etc. 

19 The general election of 1977 removed the 
government led by Indira Gandhi, for the 
exccs.ses of her rule during the emergency and 
a non-Congress government came to power 
at the centre for the first lime 

20 Critical Issues tm the Status if Women, op cit. 

21 The demand for Joint patios was earlier made 
by peasant women in two officially sponsored 
meetings in West Bengal: State Cimference 
on Women and Development, Calcutta, 1979 
and Orientation Campfor Seasonally Migrant 
Women Labourers, Jhilimili, Bankura, 1980. 
It IS ironical that the demand which brought 
on the movement the charge of 'trying lo 
break up the family', was orilenily advocated 
by three reprcsent.'itives of the Government 
of India in 1992 at a conference on Peasant 
Women and Environment oJ India. 
Bangladesh. Nepal and Pakistan See Report 
of the Lahore Conference 1992, Aural 
Foundation and Unifem; also Mazumdor V, 
Embracing the Earth. An Agenda for Partner¬ 
ship with Peasant Women. 1994, UN FAO. 

22 Vina Mazumdar to Lotika Sarkar, M-6/80. 
.September 12. 1980. CWDS files, and 
Vina Mazumdar to Ashok Mitra. M-6/8U, 
October I. 1980, CWDS files. 

23 CharieronEmfiloyment.MarcbS, 1983.Also, 
Appeal to NAM Sununil, New Delhi, 1983, 
reported in all national dailies on March II, 
the day before the summit ended For NAM's 
decisions on women - see The Non-Aligned 
Movement and the liilemalional Women's 
Delude. A Summary of Decisions, CWDS 
1983 Also Tomsic, Vida - 4th J P Naik 
Memonal Lecture, CWDS, 1986 

24 President's Address to the newly elected (in 
December 1984) parliament al its opening 
session. Janu.iry 198.5 

25 Nirmala Banerjec, See Report of Calcutta 
(hmsultiition, CWDS. forthioiiung, 1995. 

26 Joint Press Statement by National Women's 
Organisations. July 6, 1988. Also National 
Perspeilive Plan A Perspei tive from the 
Women's Movement, Report oJ a National 
Debate by Women's Orgunisalions. 1988, 
New Delhi, CWDS (iiiiiiieo). 

27 National Debate, 1988, op cit 

28 The memorandum submitted lo the president 
asserted that "the struggle fur economic 
independence is of pnmc importance if women 
arc to achieve equality and lead a life of 
dignity" Al this rally as on other occasions 
activists pointed lo the paradox of govern¬ 
ment continuing to view women as 
supplementary earners even though all records 
show that over 30 per cent of rural housholds 
arc headed by women Cf Women s Equality, 
July-December 1989 

29 'Why We Need to Struggle against the New 
Economic Policies"' in Some Issues, op cil. 
p 3. 

.30 ‘Organising Women in the Unorganised 
Sector, Some Issues'. Workshop organised 
by National Labour Institute (NLI), New Delhi, 
1994. 

.31 Some of these may even have a membership 
going up to a few million' AIDWA-3.,5 
million. NFIW. I million. YWCA 1.5,000. 
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32 This point came acrosii from ihc round of 
consultations held b) the CWOS with acti vists 
across the country A greater readiness and 
felt need to acl together is ilsi repotted from 
Slate level C nsultations ol Women NCOs 
preparing foi ihe Woild Conference on 
Women Beijing 199^ 
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Employment Situation of 
Tribal Population in Orissa 

1981 Census Data 


K K Mohanti 
Sakti Padhi 


A (lo\er look at the 198J Cemus data shov^rs that the ti ibal population of Ort^ui ts engaged in mostl) low-produrtivity, 
loH income employment, i e, the\ ate invisibl\ undeiemplo'^ed In terms ofpolu i this means that emplo\ment cteatton 
fo! tribals must be linked to improved access to land and other tesourccs 


FISCAL Cl ISIS dncl balance ol payments 
crisis aflecting the Indian economy have 
become the centres of attention and 
discussion in both academic and policy 
circles There is, however, another quiet 
crisis which is equally, il not more 
alarming, namely that on the employment 
tront According to the latest available data 
lor the Indian economy (Table I), the 
growth rate ot employment has declined 
between 1977 78 and 1987 88 in all the 
majoi sectors ol the economy except in 
mining and construction (which account 
lor only some 4 "s per cent ol total 
employment) To give one important and 
striking example in agriculture (which m 
1987 88 accounted lor 65 5 per cent ol total 
employment in the economy), the gionth 
rate ot employment has steadily and sharply 
declined between 1972 7^ and 1987 88 
(Table 1) There has m lact occuried a tail 
111 the absolute numbei ot workers in 
registered manutactunng ' Now this has 
been taking place in the lace ot what is by 
now tairly well established - namely an 
mciease in the growth late ol GDP in the 
aggregate as well as in all major sectors, 
particularly in the 1980s Ihis means that 
the employment-output ratio must have 
sharply declined in the 1980s, i e, 
employment growth is becoming less elastic 
(i esponsi ve) to output growth, a phenomenon 
which has been aptly desenbed as 'jobless 
growth’ 

According to the Seventh Plan document, 
It was estimated that the labour force would 
be increasing at an annual rate ot 2 56 per 
cent dunng 1985-90 and at 2 24 per cent 
during 1990-2000^ If the growth rate in 
employment dunng part of the Seventh Plan 
period was only around 1 55 per cent 
(Table 1), as against the growth late of 
labour force of 2 56 per cent, it follows that 
the rate of unemployment must have 
increased sharply in the second half of the 
1980s 

In such a situation, the enormous task of 
ensuring employment to the incremental 
labour foicc is best seen in the following 
quotation from an important Planning 
Commission document. 


Labour force is piojccicd to increase by 
about 37 million during 1990 95 and another 
41 million dunng 1995 2000 Thus the total 
numbei ol persons requiring employment 
would be 65 million dunng 1990-95 and 106 
million ovei the decade 1990 2000 
Employment growth in the aggiegale over 
the estimated employment ot 300 million in 
1990 would have to be about 4 pci cent 
compound pci annum if the goal ot providing 
employment to all is to be achieved by the 
end of the Lighili Plan and over 1 pci cent 
per annum it it is to be attained by 2000 AD ' 
This indeed is a tall older, given the histoi ical 
rates ol growth ot employment in India To 
sec the massive investment requiiemeni of 


providing jobs foi all unemployed over a 
five yearpcriod the estimated cost is known 
to range between Rs 60,000 crore and Rs 
75 000 crore or between 18 and 22 per cent 
of the targeted public sector outlay of 
Rs 3,35,000 croie during the Eighth Plan * 

It is in the light of this grim employment 
scenario that the Eighth Plan's thrust is 
purported to be what has been called an 
‘employment-oriented growth strategy’, and 
the issues relating to ‘nght to work’ in 
academic policy as well as political circles 
are raised It is in this context that it 
becomes important to examine the level of 
employment, rate ot unemployment and 


rsBLF 1 Growth Rails oi I-MPLuYMrNT by Major Sfctors, 1973 88 

{Percentage) 


Sector 


1972 73 1977 78 

1983 

1972 73 



to 

to 

to 

to 



1977 78 1983 

1987 88 

1987-88 

Agriculture 


2 32 

1 20 

065 

1 37 

Mining 


4 68 

5 85 

6 16 

5 47 

Manufabtunng 


5 10 

3 75 

2 10 

3 61 

Constiuction 


1 59 

7 45 

13 69 

7 23 

Electricity gas and u 

ater supply 

12 23 

5 02 

4 64 

7 06 

Tiansport storage and cominunicatiun 

4 85 

6 35 

2 67 

4 63 

Services 


3 67 

4 69 

2 50 

3 05 

Total 


2 8? 

2 22 

1 55 

2 17 

Source Planning Commission, Emplostneni 

Past 1 rends and Prospec is for 1990s Working Paper, 

New Delhi 

1990, TabL2 





Tabu 2 Disirictwisl PERcrNrAot of and Sharl in Tribai Popciation, 1981 

Rural 

Distnct 

Per cent of Tribal 


Size of Tubal 

Per cent in all-Orissa 


Population in Total 


Population (in lakhs) 

Tribal Population 

Onssa 

24 2 


56 42 


1000 

Sainbalpur 

29 9 


5 76 


102 

Sundorgarh 

65 4 


6 07 


10 8 

Kcndujhar 

47 2 


4 66 


8 3 

Mnyurbhani 

60 0 


8 95 


159 

Baleswor 

70 


1 45 


26 

Cuttack 

3 5 


1 44 


2 5 

Dhenkanal 

127 


1 86 


3 3 

Phulbani 

40 6 


2 76 


49 

Bolangir 

20 7 


2 74 


48 

Kalahandi 

32 8 


4 12 


7 3 

Koraput 

60 2 


13 27 


23 5 

Canjain 

II 0 


251 


44 

Pun 

37 


0 92 


1 6 


Sources Censusofindia 1981,Series 16 Onssa,Pnft-IX(iii),SpeciolTablcsforScheduledTnbesnnd 
Part-Ill-A and B, General Economic Tables 
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underemployment and what are some of 
their proximate determinants 
In this patxtr, we choose to hxus on ijjc 
tribal population of Onssa torse vcial reasons 
First of ail, vciy lit'le is known about their 
employment/uneniploymeni sijius though 
there is e vidente that the int idem, c ol pov ci i > 
IS very likely to be signiticantlv higher 
among the tubal population compaied to (he 
general population Second certain data on 
unemployment and undcicmplovineiit 
exclusively lor tribal population is avail ibic 
at the district level (though the reliability of 
these estimates c an be c|uestioned i li orn the 
‘Special Tables on Scheduled Tribes ot the 
Cenuis iij India which m.ike it jiossible to 
carry out ccilairi analytical exercises 
The paper is divided into three sections 
In the Inst section we shall examine the 
sex wise workforce participation laiefoi main 
and marginal woikeis' lor the tribal 
population and eonipaie the same with the 
general population Here the worktoice 
participation rate will be taken as a broad 
indicalot ol theovcrall level ol cmploynieni 
In the second section we shall look it the 
industrial ilassilication sexwise ol luial 
main workers in teims ol Ihiee bioad 
.ategoiics, namelv cultivators agriciilluial 
laboui and other vvoiktis (uiral non 
agncultuial emplovnieni) In th,' thud 
section, we shall picseni the data loi open 
unemployment and visible undeiempKn 
ment among tubal population sex wise 
(Heie similai data lot Ihegeneial |vopuIalion 
IS unloituiiately not available lioni the census 
tor the (lurpose ol comparison ) We shall 
then attempt to see the lelationship bclwi en 
rates of open unemployment iiul visible 
underemployment on the one htnd and 
industriil classification ol workeis on the 
othei In particiilai wc arc iiileiisteel in 
exploiing the lollowmg hypotheses with 
distiict cioss section data using simple 
coiielations (a)R iteolopcniinemploymcnt 
IS a positive liinction ol piopoition ol 
agricultural labour iinong mam woikers 
and a negalivi luiutioii ol piopoilion ol 
ciiltiv.itcns thisellcclis issiimcd to woik 
through variations m access to land ,ind 
inequality ol landholding lellected in 
piopoilion ol culliv itois ind piopoiiion ol 
agncultuial laboni b) Kite ol visible 
undercinplovment is a ncgitive lunction ol 
piopoilion ol culiivaiois iinong main 
woikers and .1 positive lunction ol 
agncultuial laboui, again ihiough access to 
land (c) Whethci and in what way luial 
non-agiiciiltuial employment has any 
association with miligaimg el tec I on the 1 ite 
ol open unemployment and /01 the late ol 
visible underemployment 

WoRKtORtI PvRIICIPAnOV 

Before we move into the main concern ot 
this section, lei us take a quick look at the 
magnitude ol the ttibal population relative* 
to the total population in different distiicts 


as well as the distribution of the tribal 
population across districts (Table 2) As can 
be seen, rural Orissa ts home to some 5 6 
million tribal (this is nearly 10 per cent of 
the ail India iribai population, whereas the 
total population ot Orissa is only about 4 
per cent ot the total all India population) 
In Oiissa the tribal population accounts fur 
nearly one fourth ol the total population 
Among districts ot Orissa, this percentage 
i s between 40 to 60 1 n Koraput, M ay urbhanj, 
Kendujhar and Phulbani and around 10 in 
Kalahandi and Sambalpurdistiicts whereas 
It IS less thin It) in the coastal districts of 
('uttack Pun and Balcswai Thus, the six 
districts namely Koraput (2) pet cent) 
Mayurbhinj (I S i) per cent) Sundergarh 
(10 8 per cent) Sambalptir (10 2 per cent), 
Kendujhar (8 ) per cent) and Kalahandi (7 ^ 
per cent) together account for 7S S pet cent 
of the tribal population of rural Orissa 
Let us now take a look at the workforce 
paiticipation late (which is simply the crude 
woiker population ratio, 1 e, unadjusted 
foi age composition ot the population) This 
IS presented separately tor mam and marginal 
workeis sexwise in the case ot tubal 
population and gencial population (fables 
"'A and ^Bi It should be noticed liom these 
two tables that the workforce paiticipation 


rate (WFPR) is higher for tnbaJ than for the 
general population While this is true in the 
case of mam as well as marginal workers 
for both male and female workers, the 
difference is particularly pronounced m the 
case of female marginal workers This is 
seen to hold good tor all the distnets of 
Orissa as well, with the difference being 
particularly sharp in the tour coastal districts 
ol Cuttack, Pun, Balcswai and Ganjam 
(where the percentage of tubal population 
Is relatively much less - Table 2) with respect 
to male and female mam workers and female 
marginal workers 

What this means IS that significantly the 
overall level ol employment and panic ipation 
111 productive activity and hence absorption 
ot laboui IS higher lot tribal than lor the 
general population What this might signify 
will be spelt out in the end 

Indi striai Cl ASsincAnoN ot 
Rural Main Worki-rs 

We now turn to sec how ruial mam workers 
arc distiibutcd across niajoi economic 
activities in terms ot a simple three told 
classiiication n.unely cultivator agricultural 
labour and ‘othei woikers (which mean all 
luial non agncultuial i e. non land based, 
actisilies) The relevant data aic presented 


IVKII VA W( KKrOk( 1 I’VRIICII VIKIS K Ml (I I K C 1 NT) lOR Si III Ul I CU I KIBr Pon 1 vnoN Kirvi 


llisiricl 

WfPU (Mam Woikers) 

WPPR (Mareinal W'orkers) 


Mate 

1 eniale 

Male 

Female 

Oiissj 

60 i 


2 0 

I7 8 

S.iinbjipiii 

61 S 

19 t 

1 7 

I7 8 

SundcigJi h 

SS 4 

122 

I 4 

I6 / 

Kciiduihai 

SS 8 

16 1 

2 4 

I64 

M ivurbh III) 

S8 4 

26 1 

2 4 

■>0 8 

Halesvvn 

S‘l S 

27 4 

1 0 

9 S 

t nil K k 

(lO 0 

20 1 

1 2 

6 4 

Dhciikin il 

()0 4 

18 2 

1 (1 

IS S 

Pbulluni 

61 6 

24 9 

1 8 

I9 8 

Kolangir 

6t 1 

12 S 

1 f 

I48 

Kjl ihandi 

6t S 

14 9 

1 4 

I 4 2 

Koraput 

6t 2 

20 4 

2 2 

20 6 

Ganiaiii 

64 7 

26 9 

i 9 

2I 4 

Pun 

SO 6 

21 S 

1 s 

no 

1 < oiiipuli.d Iroiii (kita in C 1 ntui 

til In,ha 19,HI 

Pait IX (III) Special Tables foi Scheduled 

[iihi 

s sr 1 




r vBi I 

'B W'liRMoRi r Pakiii 11 vrioN R Ml (piR 11 m) ior Cunhial Foil 1 xrios Rcrm 

DisIikI 

Wi'f PR (Main Woikeis) 

WI PR (Maiginal Workers) 


Male 

I cinalc 

Male 

Female 

rfiissa 

S2 S 

12 4 

17 

8S 

Saiiibalpur 

S6 0 

17 1 

10 

I07 

Sundergarh 

SI y 

It 7 

1 1 

II I 

Kcnduihai 

SI 6 

140 

11 

It I 

Nfayurbliani 

S2 4 

21 4 

1 9 

IS S 

H.tic'sw ai 

48 0 

4 0 

0 8 

2 1 

Cuttack 

48 4 

48 

06 

1 7 

nhenkanal 

SI y 

98 

•| 4 

119 

Phulbani 

5S8 

2i 6 

16 

170 

Bolangir 

S7 2 

127 

I 0 

119 

Kalahandi 

sy 6 

14 4 

I 6 

14T 

Koraput 

S7 4 

2! 9 

I 9 

174 

Gan}am 

St 6 

20 4 

I S 

107 

Pun 

SI 1 

5 1 

08 

2 1 


Source Computed from data in O/ivut o/Wui. 1481 Put 16 Orissa, Put-llI-A and B, Oenerol 
Economic Tables 
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m Tables 4A and 4B, lor tribal and general 
population respectively 
The following salient points may be noted 
from these two tables First, tor the state as 
a whole the proportion ot cultivators is 
higher lor the tnbal population as compared 
to the geneial population (tor both male and 
lemale workers) At the same time, the 
proportion ol agricultural labour is also 
somewhat higher in the case of the tribal 
population (tins is much more so in the case 
of a number ot districts) As a result, the 
propoition of rural non agricultural 
employment is more than double tor the 
general population compared to that for the 
tribal population m thccaseof male w oikcrs 
and one and a hall times higher in the case 
ol lernale woikcis This is more or less tiue 
Ulhelcvclofdistiicls Second atthedistnct 
lesel the proportion ol cultivators is much 
luwci and the piopoilion ol agricultural 
laboui IS much higher among the tubal 
population than among the general 
population in the case ol the coastal districts 
olCiitncic Pun ind Bileswai tor both male 
and lemale woikcis On the othei hand 
Phulbani is the only disiiiti wheie the 
opposite IS true i e heic the pioportion ol 
cultivatois IS highci iiid ot agricultural 
I ibourt I s IS lowei among the ii ib il population 
as compared to the gcneril population tor 
boih male and i cnialc wot kers On the whole 
one could say that tubal male and female 
workei s have relatively mote leslnc led access 
to land depend moic on agric iiltural I iboui 
and have lar lewei opportunities lor lural 
non igriculliiial employment as compared 
to male and lemale workers among the 
genet il popiil ition 

OlhN UNIMlIcnMtM AND 

VlslBlI LWlir-RrMPIOYMlNI 

The census in its 'Special fables on 
Scheduled 1 nbes , gives two kinds ot data 
number ol non workers secking/available 
for work and number of marginal workers 
sceking/available lor work We have taken 
the former as a rough proxy tor number of 
persons openlv unemployed (and then 
worked out the rate ol open unemployment 
by taking the ratio ot this to total number 
ol mam workers) We have taken the latter, 

I e those workers who arc working foi 
anything less than six months in a year 
(marginal workers according to the census) 
but seeking/available for work for a longer 
period of time, as the workers who.are vtstbh 
underemployed (as disunct from invisible 
underemployment which refcis loasiiuatioii 
in which a person is employed full-time 
[not seekm^available for work], but not 
able to earn a certain minimum income, i 
e, those who are engaged in essentially low 
productivity employment) The relevant data 
arc presented .in Tables 5 and 6 
First, as regards rate of open unemploy¬ 
ment, It may be seen that for Onssa as a 
whole, It IS as low as 1 6 per cent for male 


workers and relatively higher (6 3 percent) 
for female workers Among districts 
relatively higher rates ot open unemployment 
aie noticeable in Kconjhar distnet among 
female and male non-workers in Dhenkanal 
district foi female non-workeis and in 
Sundergarh and Mavurbhanj districts in the 
case ot male non workers Though we do 
not have similar data for the general 
population to be able to compare according 
to the NSS data on employmcni md 
unemployment the rate ol open 
unemployment toi lural male laboui (orcc 
ot Onssa in lugt was i I pei cent Thus 
one could leniaiivclv inter that the laie ol 
open unemplo>mcnt among tribal (male) 
population IS noi much highei than among 
the general population 
Second as regards the i itc of visible 
underemployment we find (fable 6) that it 
IS very much highei among male maiginal 
workers than among female agricultural 
woikeis with a lot ot inter district variations 
Hut then as c in be seen from Table 3A 
male marginal workers form only 2 per cent 
ol the male population (and in no district 
docs It exceed 1 percent) therelore lor the 


tnbal population as a whole, even the rate 
ol visible underemployment would not be 
more than say, 10 per cent (since females 
account for nearly 90 percent of all marginal 
woikcrs) except in Kendu|har and 
Dhenkanal districts 

I A»n S ritiBAL Non WoRKfexs kcpKiNc./ 
Available for Wore as Per Ceni or Main 
Workers MACb/FEMAir 
(R lie ot Open Unemployment) 


Distnet 

Male 

Female 

Onssa 

1 6 

6 t 

Samb ilpur 

0 9 

1 S 

SuncLugarh 

28 

40 

Kenduihar 

1 S 

158 

Mavurbhanj 

27 

72 

Baleswar 

I 1 

27 

Cullack 

1 2 

56 

Dhcnk inal 

1 6 

90 

Phulbani 

07 

20 

Bolangir 

07 

64 

Kalahandi 

08 

57 

Korapui 

0 8 

49 

Ganiam 

0 6 

0 02 

Pun 

1 7 

43 


Simiir Same as Table SA 

Tabu 4A Industkiai Disihibuiion (Pir (iniIoi Rmsc Main Workirs Bv Srx 
TrIBAI PoPCIAlltIN 


Disinct 

Cullivators 

Agricultural 

Others (Rural Non 




1 abouiers 

Agncultuial Linployinent) 


Male 

1 cinale 

Male 

Female 

Male 

Female 

Orissa 

O' 9 

50 3 

29 6 

58 9 

~ ~85' ~ 

10 8 

Sambalpur 

s’4 

22 I 

38 5 

64 4 

9 1 

15 5 

Sundargarh 

62 7 

28 9 

21 1 

49 1 

162 

22 0 

Kendujhar 

61 4 

28 4 

25 0 

51 4 

156 

20 2 

Mayurbhan) 

59 5 

51 4 

10 5 

59 4 

10 0 

9 2 

Balcsw u 

t4 9 

11 1 

56 4 

82 5 

87 

64 

Cuifick 

tl 1 

5 9 

52 5 

64 5 

166 

51 8 

Dhenkanal 

41 1 

14 4 

47 8 

70 5 

11 1 

15 5 

Phulbani 

76 4 

52 2 

178 

42 7 

58 

5 1 

Bolangir 

62 4 

190 

52 5 

69 2 

5 1 

II 8 

Kalahandi 

61 9 

27 7 

5’ 8 

62 9 

5 5 

94 

Koraput 

72 6 

58 0 

25 1 

57 0 

4 5 

50 

Ganjam 

66 0 

57 8 

22 8 

56 1 

II 2 

6 t 

Pun 

12 1 

5 0 

45 5 

70 0 

124 

25 0 

'ioune Same 

IS 1 ibic 3A 







Tabu 4K Indcsiriac Disiribi mon (Pfr C fni) oi Rcrai M \in Workers by Srx 
OlNFRAl Fowl A DON 1981 


Distnet 


Culuvatois 


Agntullural 

Laboureis 


Others Workers (Rural Non 



Male 

Female 

Male 

Female 

Male 

Female 

Onssa 

sTT 

27 8 

2S4 

5/ 5 

184 

165 

Sambalpur 

54 5 

25 6 

27 9 

56 6 

17 7 

18 1 

Sundargarh 

56 6 

28 5 

199 

46 5 

25 6 

25 1 

Kendujhar 

609 

30 5 

19 8 

46 9 

19 2 

22 6 

Mayurbhani 

55 9 

50 2 

26 4 

56 2 

178 

156 

Baleswar 

59 7 

17 2 

25 9 

65 7 

16 5 

19 1 

Cuttack 

55 2 

86 

25 5 

60 1 

25 5 

51 4 

Dhenkanal 

52 9 

25 4 

25 1 

54 0 

22 0 

20 6 

Phulbani 

60 4 

57 2 

25 9 

51 4 

157 

11 4 

Bolangir 

60 9 

19 5 

27 0 

61 7 

122 

19 0 

Kalahandi 

58 8 

25 2 

5! 5 

62 5 

99 

14 5 

Kompui 

65 6 

54 0 

22 7 

56 5 

117 

94 

Ganjam 

53 0 

29 0 

25 6 

59 8 

21 4 

11 2 

Pun 

54 6 

92 

25 5 

62 5 

22 0 

28 5 


Soune Census uflndui, I99J Senes 19 Onssa Papcr-I of 1991 Supplemcnl Supplement Table 6 
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Table 6 Per Ceni o ^ Tribal Maroinai 
Workers Seemno/Avaii abll 
roR Work Mai e and Female 
(Rale of Visible Undeiemployment) 


Distnct 

Male 

Female 

Onssa 

~‘260 

~Tr 

Sambalpui 

19 1 

24 

Sundorgarh 

36 6 

46 

Kendujhjr 

40 6 

88 

Mayurbhani 

35 7 

65 

Boleswar 

32 2 

34 

Cuttack 

26 5 

7 1 

Dhenkanal 

39 2 

76 

Phulbani 

15 2 

1 6 

Bolangii 

21 9 

3 8 

Kalahandi 

17 1 

36 

Koraput 

144 

t i 

Gani im 

104 

1 8 

Pun 

40 6 

46 


Stmne Same as fable 1A ST 2 


fABlI 7 SiMI 1 E CoRRLLAl ION MaTRiX 

Tribai Mall Workers 


Variables 

12 3 15 

1 

1 00 0 81* 0 08 011 0 60** 

2 

1 00 0 52»« 0 38 0 59** 

3 

1 00 0 96* 0 50 

4 

1 00 0 23 

5 

1 00 

Notes * 

Statistically significant at 1 per cent 
level of confidence 

*« 

Statistically significant at 5 per cent 
level of confidence 

Vor 1 

Non workers seeking/available for 
work as per cent of number of mam 
workers (proxy for rate of open unem 

2 

ployment) 

Per cent of marginal workers seeking/ 
available for work (proxy for rate of 
visible underemployment) 

3 

Per cent ol cultivjliors among mam 
workers 

4 

Per cent of agricultural labourers 
among main workers 

5 

Per cent of other workers among 
main workers (level of rural non 
agricultural employment) 

Soun e 

Based on data in Tables 4A 5 ind 6 

Tables Simple Correlation Matrix 

Tribai Femai e Workers 

Variables 

1 2 3 4 5 

1 

1 00 0 79* 0 10 0 06 0 25 

2 

100 0 38 0 02 0 59** 

3 

100 ()79*-0 66»'« 

4 

1 (X) 0 06 

5 

1 00 

Notes * 

Statislically sigmticanl at 1 per cent 
level of confidence 

«« 

Statistically significant at 5 per cent 
level ot confidence 

Var 1 

Non workers seeking/available for 


work as per lloI ot number ot mam 
workers (prosy toi rate of open 
unemployment) 

2 Per cent ol maiginal workers seeking/ 
nsdilable lor work (proxy for rilt ol 
visible undcrernploymenl) 

7 Per Lenl ol lultivatiors among mam 
workers 

4 Per cent ol agricultuial labourers 
among main workers 

5 Per cent ol other workers iiiiong 
main workers (level of rural non 
agriLultural employment) 

iour( e Based on data in Tables 4A S and 6 


We have attempted to see how the rates 
of open unemployment and visible 
underemployment are Lorrelatcd with the 
struLtuie of employment by using inter 
distriet cross settion data The simple 
correlation matrix is presented in Table 7 
(tribal male) and Table 8 (tribal female) 
Some pertinent intercnccs that can be drawn 
trom the estimated correlation coetficients 
may be put as lollows (i) The rate ot visible 
underemployment and the proportion of 
cultivators among main workers are 
signilicantly negauxeh correlated only for 
tribal male workers This is in line with our 
expectation and may be interpreted as 
lollows a higher proportion of cultivators 
among main wot kei s means belter and wider 
access to land and hence a higher degiec 
ol on larm employment which makes some 
dent in the rate of visibleundercmploymem 
(But It should be noted that the correlation 
coefficient is just about significant at the 
5 per cent level) In the case of female 
workers the correlation coefficient has the 
expected negative sign but is statistically 
insignificant (ii) The rate ot open 
unemployment is correlated neither with 
the proportion of agric ultural labourers nor 
with the proportion of cultivators but is 
highly significantly correlated with the rate 
of visible underemployment This is true 
of both male and female workers However 
it IS not obvious what this correlation means 
(lit) Finally, the level of rural non- 
agricultural employment is positively and 
Significantly correlated with both the rate 
of open unemployment and the rate ot 
visible underemployment m the case of 
tribal male workers In the case of female 
workers the level of rural non agricultural 
employment is positively and significantly 
correlated with the rate ot visible 
underemployment and negatively and 
significantly correlated with the proportion 
ol cultivators among female main workers 
This perhaps means that the rural non 
agricultural sector plays a ciiticai role in 
absorbing surplus labour from the tarm 
economy 

Conclusion 

I o sum up the main points in the case 
ot the tribal population of Orissa there is 
a relatively higher level ol participation in 
economic activity as compared to the 
general population (as rellected in the 
workforce participation rates) Second, the 
rate ol open unemployment does not seem 
to be much higher among the tribal 
population than among the general 
population Third we have suggested that 
the rate ot visible underemployment is not 
spectacularly high (though similar data for 
the general population is not available for 
purpose of comparison) Finally the tribal 
populations has much fewer opportunities 
for rural non-agricultural employment 
compared to the general population 


From the above points we would like to 
draw certain general policy conclusions 
First, the tribal population is engaged in 
mostly low productivity, low income 
employment i e,they arecssentialiyinvisibly 
underemployed Therefore, the question of 
employment creation must be linked up with 
the question of productivity growth Second, 
improvement of access to land, non land and 
common property lesources of resource 
poor cultivators, semi landless and landless 
tenant cultivators and agricultural labourers 
tan make some dent on visible 
underemployment as our correlation exercise 
suggests Finally promotion ot rural non 
agricultural activities with « high 
employment potential through incentives 
subsidies training and skill formation, and 
infrastructure development is a necessity 
since as the correlation exercise suggests 
the rural non-agncultural sector acts as a 
sponge for absorbing at least some surplus 
laboui fiom the faim sector Some targeting 
of this towards the tnbal population is called 
for since as we have seen the level ol 
participation in rural non agricultuial 
activities IS much less lor the tnbal population 
as compared to the general population 

Notes 

|We are grateful to our colleague Paramananda 
Nayok for invaluable computational help We 
would also like to thank Chtttaranjan Dash for 
his computational assistance Our sincere thanks 
to Debabrata Sahoo and N K Mishra for prompt 
and efficient typing of the manusenpt We alone 
ore responsible forerrurs of tact and inteipretation 
that may still remain ] 
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DISCUSSION 


Import Protection and Exports 

Murali Patibandla 


THE noie by Marjil and Sarkar (IWS) in 
this journal attempts to show that reduction 
in tariffs on imports of a commodity could 
leitd to decline in its exports. The arguments 
put forward by the authors is not only one¬ 
sided but also leave serious gaps in the 
explanation of the possible results within 
their model. This note shows by taking the 
basic model used by Marjit and Sarkar that 
reduction in import tarilis on a commodity 
does not necessarily lead to a decline in 
Its exports. II one takes import tariff 
reduction to be both on the final good and 
also on intermediate goods used in its 
production, it should lead to increase in 
exports by shifting the cost curves 
downward Analysis of exports in the 
context of the present policy reforms 
towards making policy prescriptions 
warrants a careful examination of the effect 
of liberalisation polices in general on the 
evolution of the domestic market structure 
and its implications on costs of production 
rather than going by piecemeal approaches. 

I 

We take the dome.stic producer to be a 
monopolist in the protected domestic 
market and a price taker in the competitive 
world market. In the figure, Pw is the world 
pnee line, DD is the domestic demand 
curve, MR is the domestic marginal revenue 
curve and MC is the marginal cost curve, 
A price discriminating monopolist 
maximises profits when marginal cost is 
equal to marginal revenues realised in both 
markets (MC = MR = Pw). The firm will 
produce OQ, level of output out of which 
It will sell 00 in the domestic market at 
price P and export QQ,. It can continue to 
charge domestic price P as long as import 
tariffs (t) keeps the import price above P. 
Let us consider a reduction i n import tariffs 
bringing in an import price line Pw (1+t). 
The firm cannot charge any price above 
Pw(l+t) as imports will eliminate the firm 
in the domestic market. At price Pw(l+t), 
the size of domestic demand is OQj, 
increased by the extent of QQ^. According 
to Marjit and Sarkar all of OQ^ will be 
catered by the domestic producer which 
leads to a decline in exports by the extent 
of QQ 2 There is no reason why one has 
to believe that at a price of Pw(l+t) only 
the domestic producer should satisfy all 
the domestic demand. The increase in the 


domestic demand might be satisfied by 
imports by the cxient of QQ, in which case 
the domestic firm will continue to supply 
OQ in the domestic market and the reduction 
in tariffs will have no effect on the 
magnitude of exports. In such a case, the 
only effect of a reduction in import tarifis 
IS reduction in the domestic market price 
and producers’ surplus (excess profits) and 
an increase in consumers' surplus. One 
way exports could decline, within this 
framework, is it the monopolist decides to 
charge a price that is lower than Pw(l+t) 
(but higher than Pw) in order to eliminate 
imports in the domestic market. But this 
happens only when the total revenue she 
can realise with a domestic price that is 
lower than Pw( I +t) is higher than the total 
revenue she could realise by following the 
domestic price of Pw(l+t). This, in turn, 
depends on the price elasticity of demand 
in the domestic market and the extent of 
the difference between the domestic market 
and world market prices. 

In the above analysis the cost curve is 
taken to remain unchanged after the 
reduction in tanlfs. If trade liberalisation 
IS taken in terms of reduction in tariffs on 
both the final good and also raw materials 
and intermediates used in its production it 
will have implications on the cost 
conditions. Reduction in tariffs on 
intermediate goods may reduce the cost of 
production and shift the marginal cost curve 
downwards as shown by the curve MC, in 
the figure. Consequently the total output 
will increase; exports increase to the extent 
of Q,Q^.' Within this framework, exports 
could decline if there is an upward shift 
in the domestic demand curve. One of the 
explanations provided by Patibandla 
(1992a) for the decline of exports of 
manufactured goods in the 1980s, when 
import liberalisation, especially of inter¬ 
mediate goods, was initiated is that the 
upward shifts in the domestic demand 
curve might have been more dominant than 
the downward shifts in the cost curves 
during this period. The 1980s was a period 
when the pent up demand of the middle- 
class for consumer goods was released. But 
as long as there is no significant increase 
in the incomes of the lower income groups 
(or if income distribution remains to be 
highly skewed), the outward shifts in the 
domestic demand curve will not sustain for 


a considerably long period.^ In other 
words, once the domestic demand is 
saturated it is the downward shifts in cost 
curves that determine exports. The cost 
conditions depend not only on a given 
technology but also on the market structure 
conditions. If the market structure becomes 
very competitive (highly contestable) as a 
result of market reforms, domestic firms 
may have to compete with lower costs of 
making systematic technological efforts 
and improving upon the organisational 
efficiency (X-efficicncy) which, in turn, 
will push cost curves downwards and 
contribute positively to exports. Lower 
import tariffs would prevent firms from 
charging high domestic prices (towards 
maximising producers’ surplus) but they 
do not have to cause a decline in exports. 
In other words, tariffs could be used to 
discipline domestic monopolies and 
collusive oligopolies. 

One of the explanations provided in the 
literature for the Japanese export success is 
that high levels of domestic market protection 
facilitated dumping in export markets. In 
other words, import protection facilitates the 
domestic monopolist to restrict domestic 
supply at a high price and subsidise exports 
with the excess profits made in the domestic 
market. This type of dumping strategies are 
necessary if domestic production costs are 
higher or equal to the international frontier. 
In the case when the domestic and 
international costs of production are equal, 
dumping strategies are used to eliminate 
foreign rivals in export markets through 
predatory pricing. If the domestic costs of 
production are higher than international 
frontiers and this gap widens, dumping 
strategies will be highly costly and will not 
be sustainable, in the else of Japan, dumping 
strategies were pursued along with consistent 
efforts at improvement of cost conditions. 

II 

The Japanese and South Korean policies 
are generally cited to justify the argument 
that import protection could lead to export 
promotion [Krugman 1984; Patibandla 
1994], Import protection in the case of 
developing economies (or newly industrial¬ 
ising economies) like India was justified on 
the basis of arguments of infant industry 
protection and realisation of static and 
dynamic economies of scale [Patibandla 
1992a]. An important aspect of the Japanese 
and Korean policy frameworks is that they 
are a combination of trade and industrial 
policies under an effective institutional set¬ 
up. Promotion of domestic monopolies 
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2 Highly 8kew«d income distribution reitricti 
the domcMie market size for manufactured 
goods This must not be interpreted to 
mean highly skewed income distribution is 
good for export promotion. See Patibandia 
(1992al. 
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through import protection and policy-based 
entry barriers provide domestic large firms 
sole access to the domestic ri^arket and 
facilitate realisation of static and dynamic 
economies of scale (dynamic comparative 
advantage). But the possible trade-offs ol 
this is that in the absence of an effective 
disciplinary mechanism, domestic mono¬ 
polies could denve monopoly rents without 
having to make any systematic and consisent 
efforts towards improving cost conditions 
which had been the case of several Indian 
industries in the past. In other words, high 
levels of X-tnefficiency associated with 
monopoly power, in turn, could cause upward 
shifts in cost curves and decline in exports. 
Ttie Japanese and Kwean policy frameworks 
ensured that the firms that were provided 
with domestic monopoly status and other 
incentives like access to imported inputs at 
international prices performed accordingly 
with a ‘carrot and stick' policy mechanism 
[Patibandia 1992b). In the absence of an 
effective institutional (and domestic market) 
mechanism that could monitor and discipline 
domestic monopoly and oligopoly producers, 
lowering tariff levels on imports could be 
one of the possible means of disciplining 
(hem. 
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LETTERS TO EDITOR 


On ‘Bombay’ 

ASCHAR Al I tNCilNI I K in his arliclc 
on Bombay (July I) sot-ms lo haso 
toncernctl himsell nioio with (he 
‘controversy tliaii with the issues involved 
Having given tklails ot the toiitroversy 
.iround the lilin iiid hav ing raised the issue 
o( artistic Iretdom lather cursorily 
Engineer prelers not lo raise more pressing 
t|uestions aboul the naiuie o| the lilm, as a 
linishcdpioduci nolwithstanding the noble 
intentions or othci wise ol Rntnain it cannot 
bt anybody s case that the him has to be 
necessarily viewed from a primarily 
sectarian/lundamenlalist viewpoint as is 
being done by lundamentTilists ol one hue 
or the other A third viewpoint is also 
possible without tailing into the 
acrimonious tr.ip By all appear mces it 
seems that Lngineci has been more than 
concerned with projecting a ‘modciate 
Muslim viewpoint in view of the lather 
‘queer’ behaviour ol the ‘umrnah’ and the 
attendant scorching media ga/c 
1 here is no doubt that the I ilni is valuable 
for Its message of communal amity and 
brotherhood coming out strongly, as it 
does, against the mindlessness of 
communal riots and violence And much 
of the objection raised about the film, 
elopement scene included, hardly merits 
serious attention But seen more closely, 
the him does belie a lack ot objectivity, 
however fictionalised, in its depiction ol 
the chain ol events leading to a harrow mg 
national experience ol the lecent past and 
thus lacks any documentary value But 
then the wiseacres may verv well question 
the desirability ol taking the film as a 
reliable souice lor shedding light on a 
conicmpoiaiy pheiicunenon However, 
going by the experience of the him 
‘Gandhi’, it can hardly be denied that it 
seems to have disseminated, rather 
succcsslully at a populai level quite a 
different vcision ol the Indian heedom 
struggle Engineer while concerning 
himsell with the contiovcrsy and the issues 
of aitistic freedom strangely fails to raise 
larger issues ol aitisiic honesty at a given 
place and time T his omission becomes all 
the more glaring in view of the lact that 
Thackeray remains lully content with a 
doctored version ol the lilm and mind it, 
a 7-(t cut IS quite a substantial one 
Viewing the him, one is struck by ihe 
wonders of editing for frame alter tiame. 

It transpires at an abstract level, th.it the 
victims were, in fact, the aggressois in the 
‘first place, however tangentially film 
making/censorship is not the innoceni 
exercise it is made out to be and the 
behaviourof even the ever watchful censor 


board leaves no room (or ambiguity about 
its ac tual working Nor can one assume 
Ratnam to be naive enough not to realise 
the implication-' Having compromised 
Ills artistic freedom once he can hardly 
alloid to plead innocent What was 
expected Irom a critique ot Ihe film has 
hardly been attempted by l-ngincer But 
then, that would have required allribuies 
other than just good intentions as would 
be ev idem Irom a reading into the critique 
ot R )ja earned by tPW in the recent 
past Alternatively, it would have required 
an Anand Patwardhan and a ‘Eathcr Son 
and the Holy War’ for it is obvious that 
obfuscations however well intentioned 
hardly serve any purpose as far as an 
understanding into the nature ol things or 
phenomena are concerned 
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Reorganising Universities 

IHE government is planning to permit 
Ihe setting up of private corporate 
universities The idea needs to be 
discussed moic thoroughly West Bengal 
appointed an education commission under 
Ihe chairmanship ot Asok Mitra Amrik 
Singh while reviewing the report has hailed 
It as the best report in recent time and has 
said It should be a mcxfel for other slates 
to emulate An extract from the report 
quoted in the review makes mieresting 
reading ‘students prefer to elongate the 
phase ol supposed education because of 
the grim prospects awaiting them m the 


labour market" In other words enrolment 
in university is looked upon as 
distinguished unemployment Later the 
commission adds ‘‘The country’s 
aulhuriiies too have done their cost-benefit 
analysis, if a genre of social turbulence 
can be kept confined for an extra number 
ot years within the low walls ot a so-called 
university, a considerable saving of 
resources would take place at the other 
end, the creation ol employment is (a) 
relatively a great deal more capital 
intensive ’ (EPW July 17-24, 199T) 

E M S Namboodiripad, is equally 
forthright m his column in the honlline, 
(March 24) He has suggested that more 

attcntionshouldbegiveniootr , .^diverse 

courses at this level, and there is a need to 
turn higher education He has used V I 
Lenin’s interesting expression ‘fewer but 
belter Another question relates to elitism 
Dharma Kumar and Jayant Narlikar have 
argued that the disbursement ol funds 
among institutions cannot be equal One 
cannot disagree with this argument This 
has existed even in former communist 
countries Ihe question is in regard to the 
nature ol elilisrn Many of these institutions 
are hot house plants without any organic 
link even with their discipline in question 
We have a truncated elitism There ii a 
need to reorganise the system and sufficient 
encouragement must be given to elite 
institutions Sometimes anti-elitism 
becomes a cover toi enjoying elitist perks 
without performing elitist t.asks 

T S Ramnarayan 
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Dithering on Forward Trading 


T he impdssc ovci the implementation of the revised 
seheme ol forward trading pioposed by the Securities and 
Exchange Board o( India (SEBI) should not surprise anyone 
fhe history of the past 70 yeais or so beginning with the 
turning down by the Bombay Stock Exchange brokers in 
192*5 of the then government ’ s ol for to grant them a monopoly 
of organised trade in seciiiitics by a charter in return for the 
government assuming authority to control the rule making 
power of the stock exchange, has been one of constant tussles 
between th'' authorities and the shaie brokers over matters 
relating to disciplining ol share trading Every attempt by the 
government to introduce a modicum of discipline on the 
speculative proclivities ol the brokeis has been fought tooth 
and nail by the lattei feigning to fear official tyranny in 
matters of (ree monetaiy trade as they had put it in 1925 
Unfortunately because ot the brokeis possession of great 
influence authority and wealth and because of th_ 
government s mistaken notion that slock exchanges serve as 
a baronictci ol the general state ot the economy the 
government while it has been ready to strike has been 
unwilling to wound - even though the failure of the much 
touted sell regulation by ihc brokers their monopolistic 
ways ol lunctioning the bouts ol unbiidled speculation and 
the gross over trading by membcis ol stock exchanges lai 
beyond the resources at then command to back up then 
commitments have all been well established facts Right 
from the second woild wai peiiod when the DelcncC of India 
Rules were applied in Scptcinbei 1943 to prohibit forward 
contracts and badla Imancing and confine all dealings to 
ready delivery contracts loi a period of seven days shaie 
brokers have resoi ted to manipulative and even il legal devices 
to carry on speculation carry forward dealings being resumed 
in the end not by formal official sanction but as a result of the 
government s policy drill, Icthaigy and connivance For 
instance alter the June 1969 ban on forward trading the 
J J Anjaria committee had recommended the lifting ol the 
ban and peinutting lorwaid trading with light controls, but 
the Indira Gandhi government was not impressed and the ban 
continued But by the middle ot 1972 the slock exchanges had 
evolved a system under which Carry forward trading was 
brought back in a special A’ group ol shares Officially, it 
was only in January 1983 more than 10 years later, that the 
government permitted the stock exchanges of Bombay 
Calcutta, Delhi and Ahmedabad to institute forward trading 
in delivery spells ot 14 days up to a total period not exceeding 
90 days from the date ot the initial conu-act As the G S Patel 
;ommittee (Match 1995) has pointed out, notwithstanding 
safeguards in the form ot daily margins, ad hoc margins and 


limits on individual holdings tocontrol excessive speculation, 
frequent stoppage ot woik and payment crisis took place 
because ot speculative excesses” 

When there was an unpiccedented rise of 838 points (or 32 
per cent) in the BSF sensex in aperiod of just six weeks (from 
2616 96 on November 2 1993 to 3454 81 on December 13, 
1993) and rampanl malpractices came to the surface, SEBI 
banned the carry over system in December 1993 With some 
extensions of time fot winding up existing contracts the ban 
actually became effective on March 12 1994 This was the 
time when in the aftermath of the notorious stock market 
scandal, the Narasimha Rao government was forced to giant 
special powers to Ihe SEBI which then headed by G V 
Ramakrishna, set about enforcing some discipline on the 
market for the first time Though the brokers fought the SEiBI 
at every step lhc> had to accept some leforms, such as 50 per 
cent non mcmbci directors on the boards of stock exchanges, 
payment of annual lees to the SEBI and most importantly, 
mandatory separation ol clients accounts from brokers own 
accounts Unfortunately al this stage the SEBI blotted its 
copybook by moving in the direction ol a derivative system 
of options and futures trading, when it was obvious that the 
proposal was both premature and far from well worked out, 
lor without a nationwide screen-based trading arrangement 
sophisticated derivatives as envisaged by the SEBI was not 
capable ol being implemented Also SFBI needed to look 
more closely al the cxpcricnc c ol other cou nines in den vati v cs 
trading which it had not done Then came the change of 
guard al the SEBI and intentions of rcintroduction ol forward 
(lading were announced in March 1994 though with suffer 
c arry over margins The SEBI also suggested that the settlement 
cycle for cash scrips be reduced to seven days The counter 
proposals of the stock exchanges, the sharp fall in share pnees 
which induced the government to appoint the G S Patel 
committee to review the whole question ot forward trading, 
the committee’s recommendations and finally the SEBI's 
latest modified proposals for starting forward trading which 
have again been rejected by the stCKk exchanges - all these 
follow the familiar pattern of the slockbroking community’s 
Jetemuned opposition to all reform and change, and the 
ambivalence and confusion on the part of the government 
It should ceitainly have been possible to avoid the present 
deadlock and make a beginning towards restoring a semblance 
of stability and order in the share markets by effecting some 
basic changes in their functioning and in the share delivery 
system which would have provided a mcasuie ol assurance 
to investors that our stock exchanges .irc after all not puic 
gambling casinos and also made for transparency and prompt 
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delivery and payment in rcvpeit of share 
transactions But instead of Irmly adhering 
to the rcfoim agenda iriLludine the iniri 
duttion of the depositories system, capital 
adequacy norms and an cllei live sysiem of 
surveillance the covcinment has given ihc 
impicssion to the sluuhiokeis tlial il they 
held out long enough iluv would mote oi 
less be allowed lo have their wav and the 
carry loiwatd sysleni would he bioughi 
batk despite ihc I ul that Ihe system has 
been ihoiouehly iliscrt diteil and Ihegovei n 
meni anil the SI Bl have themselves espies 
sed serious ii miv alums as loits iisi I illness 
In the seqiiciiie of events leadmu lo Ihe 
pic'senl iinbiocdio the role ol Ihe (i S Patel 
comiiiillee deserves some note Ihc pers 
pective on lorward liaelmg and h.idia' 
tinancingol iheehaiimanol ihecommilice 
(j S Palel av.iilable Irom dilh'ieiil soiiues 
- the 1986 repoii ol ihe hieh poweted 
lommiltee on sunk iSihange icloims ol 
which loo he wa. ihe ihairman his A 1) 
Shroll memoiial lectuie in febiuaiv 1987 
andtheieportol Ihi latest commillee I Mare h 
I99S) IS iiiaikcd bv Iwo notable 
perteplions birsi loquole lrom(i S P.ilel s 
198"’ leclun nearly 91) pei cent ol the 
trading on the stock exchanges is sheer 
gambling in dillerciii es .is the s|)eeulativc 
activities permitted lo be e.iiried on m oiii 
country have no backing ol cither the 
intentions lo take genuine deliveries ot 
shares which aic purehaseul or to give dcli 
veiics of shares which .ire sold In such a 
situation, speculniion does not mobilise 
any Iresh savings or lead to any asset 
formation in the indusiiial sector Sei ond, 
the stock exchange boaids as they ire 
structuied today with contiol lirmlv in the 
hands ol brokcis themselves are me ipable 
ol enforcing any sell regulation To quote 
the Cl S Patel eommillcc rcpoi t the present 
sysiem has imlortunaiely lent iiselt to 
malpractices and abuses with speculative 
excesses at limes price rigging market 
inanipulalion non reporlingottransactions 
evasion ol maigins negleet ol interests of 
small investors etc, not so much because ol 
Its own weaknesses whii h it has, but more 
so because of the weaknesses and laxity ol 
administiation, absence ol any stiiislaciory 
reconnaissance and surveillani e mac hineiy 
lack ot back ap machincty lor surpiisc 
checks and periodical audit and inspection 
of the bevoks ot .iccounis ol the members, 
absence ol adequate inirastructural lacili 
lies, prolonge-d peiiods ol settlement and 
resultant etelays m deliveries and paymcnis 
to the investors and oveiall helplessness ol 
the goveniing boards in ensuimg proper 
monitoring, regulation and control ol the 
Slock exchanges and their inability to meet 
crisis situations in a prompt ,>iid elfcctivc 
manner” Under such a dispensation, 
statutory curbing of speculative deals and 
effective monitoring and surveillance by 
the SEBI are a necessary condition lor the 


smooth and orderly functioning of stock 
exchanges 

It IS known that the intrcxiuclion of some 
system ol derivatives in the form of options 
and fuluics (railing is being considered as 
an alternative to lorward Hading 
Inleresiinglv m this rcspeei the G S P.itel 
commiuec (|99^) has come out siionglv 
against ihe iniroduction ol such aderivalive 
system 1 he coiiimillee has e one lude-d thus 

Ihev h.ive tremendous poicniial lor evil 
rather ilun good and have biought about 
iiequcnl ciis's situations and made maikeis 
mcreasingly volatile even in advanced 
conn u s with all iheir.iiilomalioii sophisli- 
cation ol 'Stems etc Incieasing use 

ol iliese uisirumcnts as speculative msiru 
rnetils i.iihcr than instruineriis lornsk manage 
meiil are also turning the stock exchanges 
around the globe into legalised lasmos 
ihrcalenmg their solvency stabilily and 
inicgiity 

Ag.imsi this view of spend ilive Hading 
iheti S Palel i ormnillce’s ICC onimcndalions, 
III pailii iilar tlie suggestion lor intioduction 
ol loiw ird tr.idiiig, aie both iiiingiiing and 
iiulelensible I he .iigument iImi the abscnc e 
ol loi w.ird trading has been responsible lot 
the piesent kick ol liquidity in the market 
holds lilllc water F'or one thing laige and 
continuous increases in shaie prices should 
not be expected it the eionontv does noi 
achieve broad based development I he rise 
111 equity puces in 1997-94 was artificial 
based as it was on the liquidity injected into 
shaic markets by the investments ol the 
fils ome these investments dried up shaic 
prices were bound to soften Second 
liquidity should be a lunciion ot dimiesiic 
saving which has not been growing in recent 
years [bird it is a well established lad ihtit 
the capital market has pcriormed perlectly 
well during periods when lorward trading 
has remained suspended A number ot the 
inaior recommendations ol the G S Patel 
commitlc'c are clearly at vanani c with the 
views expressed by the lommiltec’s 
chaiiman elsewhere The committee has, 
for insi.ime proposed a daily margin ot IS 
per cent on Ihe gross position in the first 
settlement, rising to 90 percent by the fifth 
setllcmcni This contrasts with G S Patel’s 
observation in his A D Shrott lecture that 
‘we must introduce immediately the system 
ol front end margins ot fO to 40 per cent tor 
forw.ird s.iles or purchases of shares or even 
1(K) per cent in ca.se of emergencies no 
spei ulation should be allowed in shares tor 
moic than a maximum period of one month” 
Ihc SFBI’s 1994 proposal had required 
payment of an initial margin of 70 per cent 
and additional margin of IS per cent lor 
cdi h subsequent settlement going up to 90 
per cent by the fifth sclllemerit The SEBI 
has now proposed an initial margin of 20 
per cent and additional margins of only 10 
per cent each for the second, third and 
fourth settlements, with the sixth settlement 


leading to actual delivery or payment. It is 
the rejeeUon of thi.s proposal by the brokers 
that has created the cuneni impasse True, 
the ShBI has also proposed a lew other 
piccaiiiionaiy steps, going beyond Ihe P.uel 
commitlee s lecoinmendations sui h as a 
limil ol 2S per cent on a bioker’s oiilsiand- 
ing position on any day in relalion to his or 
hci (otal iransaclions on that day and 
inlioduclion ol Ihe twin-track system 
pioviding lor segregation ol loiward 
tians.iciions lioin cash ir.msactions ai the 
time of llie transaction ilsell (instead ol at 
the end ol the setllemeiit as suggested by the 
Palel coinmiitce) On the oihcr hand, the 
Palel commitlee s suggestion lor impound 
ing 2'> pel cent ot the piolii cMined by e.ich 
biokei liom Ihc cany lorward business has 
not found favour with the SI Bl 
It IS curious that both Ihe f 8 P.itel 
comiTunee .ind the SI i.i uespile having 
strong icseicdtions on the lole ol iho c.iriy 
lorw.iid system and ‘b.tdi.i’ linancing 
should have l.iiled lo lake a elevsci look at 
the perlorm.iiice ol the National Slock 
I xchangc ol India (NSb) Ihc NSh's 
operations h,ive exposed the x.iciiiiy ol the 
arguments in support ol the cany lorw.ud 
sysiem and bacihi tinancing Witlioulany 
ol these t.iinied ariilices the NSI has 
gMdu.illy expanded its operations m both 
Ihe debt and equity segments It has also 
begun to work on such signilii.inl relorms 
as capiial adequacy norms lor brokers, sonic 
sell tmancinglormsol insuiiincclorbroking 
business and an invcsiorcoinpensaiion fund 
lor compensating investors in the event of 
delauli by a Hading member 1 he NSL has 
set up committees to exanime the piobicm 
ol slioit and b id ,ii liceiics and llic proposal 
toranaiional securiticsi I iringcorpor.ilion 
Similar initiatives on ilie part ot the 
government and the SPHI would have gone - 
a long way in relorining the capii.il market 
But had the government been serious about 
reforming the capital market, it was not 
necessary to even set up a separate NSE 
with the enormous duplication of 
inlraslructure, instead the Bombay Slock 
Exchange could have been converted into a 
national stock exchange Be that as it may, 
the NSE's managing director has ellecti vely 
put paid to the case for bringing back forward 
trading when recently he pointed to the 
experience of the NSE, “Wc rely on deli very 
and also since we are moving into more 
cities, there will be a large number ol 
investors and therefore wc will have more 
volumes which will take care ol liquidity” 
Liquidity iscsscntially afunction ol facilities 
tor easy trading by genuine investors which 
a speculative market controlled by a few 
large stock brokers and financiers certainly 
cannot provide. Is it loo much to hope that 
at least after the present impasse, brought 
on by the obduracy of market operators, this , 
basic truth will dawn on the guvernmeni] 
and the SEBP 
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SAARC 

Misgivings Reinforced 

IIIF: deliberations at the lust meeting of 
speakers and pailianientaiians from the 
SAARt'ioiintrics whi(.ln,niKludLdmlX'lhi 
letently, ieinlon.ed the miseniiigs voiced 
by critics about the uselulness ol SAAKC 
evei since its lorm il laiinchin-' in IJhak.i in 
I9XS At the reel m Delhi mei ling.ilclegates 
lioin Nepal P.ikist.in and Bangladesh 
demanded the leliannne ol ihc oiiginal 
SAARC chiitci to allow nienihci states to 
discuss bilaleial issues which <ue now out ol 
the puiview ol SAAR( (.ucording lo the 
ihailci dialled in I OX'S) ,i dcniind which 
was vchcmcnllv opposed by India 
In lad rmhi born the beginning SAARC 
has been cloggi d bv the contentious issue ol 
bilateral pioblems that have divided most ol 
the membei state' India uid I’akisiin 
India and Banilulcdi India and \cpil 
Inch I mil Sri I ink i and Pikisini and 
B ingl.idcsli 'll lOhs wht n the lir'( S A \KC’ 
suinnnt look plan in Dh ik.i liidi i iiicl 
Pakisi.ni vviic at loeeciheacis ovn the 
piescnce ol Soviet noops III AIgh inisi in 
(with Inch isuppoiiine Mosi ovc and Pakist in 
allow me the I Siousc itsiciiiloiv lo uni the 
anil Soviei Alehin liehliisi Ihc eiill ol 
distiust bilwccii ihe l\v 1 coiiniiicc w.is 
luiihci vvidi nedbv ic poiIsc III n iiin il Ih.il 
lime iboul P.ikisiin inikiii' ilu bomb 
Ihc stepping up ol op I ilions bv I imn 
secessionists in Sii I ink i b ic ked c ovc iilv 
bv Ihc Indi III .ovc iiiiiic 111 s nilclliei lu e and 
seiniilv .leciicns sii lined Indo Sii 1 ank i 
nl.ilions H III d idc sli li is a clis[iulc wilh 
llldllovcl die 'll lllllg ol livcl walcis llid 
with I’akisl.iii o.c I the lallci s u Ins d lo lake 
hick die scviial ihoiisaiid I idii spe.ikiin’ 
pcoph who hid opicci lot Pikisliiil 
cili/eiislitpbiii were sli in li d m B ineladcsh 
cicatiiig a law and order pioblmi incl .1 
sliam on Dli ika s Imiiiiial usoiiiees Ml 
these disputes cast diiii sh idow ovel tin PASS 
Dhaka summit andc|tiii( olie 11 in inilesicd 
theinselves in vv ded diplomatic innuendoes 
(inaiidv diie'eled ag.iiii'l liuli.i) bv lavcwai 
dene ol Sri I ank 1 nid /i.i id I laijol Pakistan 
III then speeches VVliih these sniallei 
niiinbei states ol SAARt lavoured the 
mehisionol bilaleial pioblems in the ii'c’iida 
ollhenewlv laiiiii In d (oiuin R ipv Ciandln 
repieseiiiiiii; tin giant n.iiion loomiim huge 
overthesc small iieiglihoiii s persu.icled them 
to agri'e to tlx* mvth Ih.ii economie co opeia 
tion among the SAARC eountrics should 
come lirst and would auioinaiieallv lead lo 
the solution ol bilaleial political ilispulc's 
I he past 10 VI ais h.ive pioved Ihe latuily 
ol Rdjiv Ciaiullii's notion While ece>nonae 
co-operation among the SAARC' counliies 
has made little progress.old disputes between 
member states have got exacerbated and 
new areas ol contention have emerged. 
Kashmir is now the mam bugbear ol Indo- 


Pak relations With Nepal, India has picked 
up a dispute over the entry of Nepalese 
workers into India The conflict over the 
shaiingof river waters with Bangladesh has 
escalated lecenlly - lo the point that one 
Bangladeshi delegate to ihc Delhi na’c ling 
a parliamentarian oBicially commuiiic.iled 
his rclusal to attend a dmnci hosted hv 
Indian parhamentarv all urs minister V C 
ShukI.i, loi the SAAR' dcici’ales mpioicst 
against India’s reins.,I in give B inghiJcsh 
Its due shaic ol w.iter 1 he polite consensus 
.miveclathy theDh,d<i'ummii lOyeaisaeo 
priimuilv .It Inilia s b best to keep out 
iincondortable bilatcrd issues is abinii lo 
collapse .csi videntlr()iiiiliemcre<ismgly viKi 
leioiisdi 111 . 1 ,Ills 111 ,icle b\ ele legates to the Delhi 
mcelnig lor .1 chaiiuc in die SAARC ch.iitei 

10 ,illow the discussion ol bilateral issues 
Il IS beioimng obvious that unless the 

oulsi Hiding politic ,il ilisputcs are settled it 
would be mircMlisiic to expect smoother 
■'lOiiiiiTiic CO operation liwillbethcpolitic.il 
cnviionmcnt ol the ngion which will 
iliiiimmc Ihe sh.ipc ,uid scope ol legion d 
iioiioniii loopcntion in Suulh Asia ,ui<l 
liuh.i bciiie the pi, loni.n.ml powir in ll 
leeion must plav in iinportanl and positive 
lolc 111 icducmg tiiisions amone member 
stales ol .SAARC Ironic illy, in miol ol the 
hil ileral disputes dial bedevil the SAARC 
couiiliies India IS till in iin conu ndi 1 As it 
IS Ilu iincqii.il [lowir bisc and hvii o' 
ic II oiiiii dcvelopimiii ol Ihe ihlleiii'l 
cou'ilrics IS .III ohsl.iili lo liuitiul CO opoi 1 
non I III ptoblciii h.is b m i ompouiuli d I i 
Indi.i s belligeicnl u iludc low mis ilv 
smaller neiehbours As long.is Inch ipirsisis 
inihis.iitiiudc SA SRC i miieverhopc lobe 
inolhci ASf AN Iwhicli inspired the I iie 
/i iin R ihiiian ol Buicladesh to tioii the 
iikaot SAARC 1 while iheit'iiiibci stales 
sh lie I ccrl.nn conimon Icvi 1 ol CLonomic 
ilcvelopmc'iit .111 nil'll o Icsslrecol bilaleial 
political ciintlic Is mil do not tcel Ihrealeiu il 
IIV any bigbioihir Iroin vviihin the loiuin 

ROADS 

Abdication of 
Responsibility 

11 IS h.iidiv suipiisine th.ii the lack ol 
inli.isiiucluial ilcvciopinciii should becon 
the lixus ol ail louiiil concern Alter all ilu 
expansion III till icononiy thinly spiead as 
ii IS. lequires the ticilily ol high speed 
commiinicalioiis icioss ihe cinintiv In lad 
ihe plans bemgc voiced lot ro,id development 
show the naliue ol Ihc growth p.ilh of the 
economy CIcailv the objectives arc lo 
developlacihiicsloi the movement ol goods 
.md people between Luge congregations ol 
popul.uiim winch constitute the market lor 
the new‘goods hcmgpiixlucvd and sold lo 
t.icihtatc the exploiting ol naiur.il resources 
and Ihcir movemeni from Ihc hmicri.md to 


the production centres .and ports; and to 
tost'r 'he ‘other* exploitation through 
ten I n The facts that highways peter into 
nothing near Ihc villages that nm the metro¬ 
polises that a m.ijor fackvr m the failure of 
the public health system is Ihe difficulties of 
transport uvet non-exisimg roads, and that 
,ill dcvcdopiTicnl employment generation 
and poverty alleviation programmes suffer 
from Ihe m.idequacy of ro.ids appears to 
have missed the pl.mncis’ .mention 

I hc’ie luis been much movement on the 
riuid sector especially m the last year The 
government has identified some 27 road 
projcc Is lor private paiticipalion In order lo 
fjc I III.lie this process, the National High Wiiys 
Act IS being amended to .illow lor private 
p iiiicip ition under the build operale-transfer 
(BOli .iir.inge'" „ni 'Ihc 10,000 km ex¬ 
pressway pi 111 to connect major metros is 
l.irgely biscd on the rcconiinendations ol a 
study lundeiJ .md completed by the Asian 
Dcvolopmciii Bank (AftB) the major 
Imam lers for lo.id development While Ihe 
govcrnnii ni is pursuing Ihe plan by i ailing 
lorpiopos ils to undertake le.isibilily studies, 
cii llie Woilit Bank in Jaiuiaiy released its 
rcpoi t on the Iiiili.m ro.ids sector in which il 
has c xpic’ssed dmibis about Ihe leasibilitv of 
the cnine ADB ipproach II has suggested 
th It l.irgc pro alt iiivtsinie.ii imdci the HOT 
SI heme m.iy lu t hi lorilitommg because 
load biiildiiig IS a high risk venliiic with 
issues ciich ai dcloicsiation ciivironmeiil li 
dc'siruciion Jisplac enieni ol 1 il 
popul.ilioiis likelv to stall piojcc Is whiL the 
iniciitim li.illic projtilions icnc'ci ictmi'. 
Ill " nil IniclOslingly ‘li. mimst v s 
c X|i|l wav piopos 'I h isgciicT ilcclsullu lent 
inicic I li'i II lo c" .iheaci with the pro|)ii il 
Rcpoil V the M-'ivsi.u Rciiong gro'ip 
has suhniillecl i pi in loi devc loping ,1 m.i, >r 
poilioii ot the exprcssw.iv pi.in As ol now 
Ihc gov. inincnl h is c .died lor piojMVsals lor 
Ihe piepirition ol Ic isihihiy studies with 
in issiir.iiue ihil the p.inv awarded the 
lorir.ui loi till 'inilv will ,ilso be .iw.iidcuJ 
'() pi I lent 1 ihe li'liiic work even 'I its 
olhr docs PI I linn out lo be the li .c'l 
While till .ill iilsol these dc.ils will noil lubi 
conic 111 loi sciuimv .indih.ing’ the icl is 
ih It 1 irgc p I'l' III 1 ' I I imnliy s nc > aipci 
ID 111 links w II III built and opeiai 1 hv 
pit' itv essentially loreign coiiiniiic 
wl'i 1 ''ill IotleiI loll (or ihcii use I'lisol 
these dll' III lo.iilsolllu luluic .iie not likely 
lo be the re.ii ptoiiuci rs ol the goods which 
will be clesp.itchccl on these liighw.iys 
Ihe new piii|osals lo' highway and 
expresswav dcvelopineni.iic noiadepartuie 
from the eencral philosophy winch h.o 
ttuiiliil the development ol roa 1 s\stems in 
ihccoinliv I or the stale rou'sioiisliiuti in 
Ihc mam not communication links among 
people lor social cultural .tnd ccoiuuiiic 
purposes but inlr.isliuclute lor the pursuit 
olcommeric I hisixTspccii'c hasiemamed, 
though the .ibseilce ol riMcls and li.uispoit 
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- systems has greatly contributed to thedismal 
performance ol health and employment 
generation schemes besides oscrall 
development programnus The ministry s 
annual report loi mst.inci points out that 
there has been slow giowih ol road length in 
lomparistm to the eiowth ol vehulcs 1 he 
share ol tijiispoit in the live vear plans has 
comedown Irom 2 ’ pei vent in the F irst Plan 
to 12 ^ mthe t ighth Plan N.itioiial highwavs 
which constitute 2 per cent ol the network 
and cairy 40 pei cent ol the road trallic 
account lor 0 “i pci cent ol the I ighth Plan 
allocation Iven m the stitcs espenchtuie 
on development ol nation il highways has 
dwindled over the last lew years .is 
surprisingly h.is maiiitcn.inee expenditure 
The goveiiiment thus appeals to have 
withdrawn tioin the sector even belt'rc 
private investment has t.iKcn its place I his 
does not mean howevei that liinds ire 
being ciiveitcd to smaller road systems 
serving economically unimportant regions 
outside the langeol private inteiests Neithei 
Iheiesc'aieh indclcvi lopmc ntclloits nor the 
ma|or proposals being mooted appe ii to 
have given much thoiigbl to the development 
ol minoi ro.id systems 

This l.iilure toaddiess the conrinunieation 
needs ol the laige mass ol the nil al popul itioii 
IS also rellecteci m the nature eil the trallic 
which uses ro.ids ihe ministry s annual 
report lor instance points out th.it while 
two wheelers have giown by I6pci cent pci 
annumduimg l^.S! dl buscshaveincieiscd 
only by 7 4 per cent annii.illy Ihe icport 
lurthei concedes that the unpreeedented 
growth ol personalised vehicles has been 
causedby in.ide 4 u icy otihepiiblic tiaiisport 
system This is lurthei home out by 
perlormance data on the (id state trinsport 
undertakings (SI I s) which show that the 
total Meet stiength has actually diminished 
Irom I Od.SOO vehicles in IddO dl to 
l,0l,(K)2 111 Iddf 94 with woise yeais m 
between whcre.is both vehicle .ind stall 
productivity has increased as ilso total 
passenger km In other vvoids Sit is .ue 
splitting at the scams siillciing as they lo 
from a liscal crunch and gciicial neglect 
Ihe ministry’s report neverthelcss calls tor 
a strategy to reduce the growth ol 
personalised VC hides and institute measuics 
to regulate the growth ol the vehicle 
population and ti' develop an .idcqii.ne and 
ctlicicnt public transportation system to 
“dissu.ide people Irom using peison.iliseci 
transport That public transpoiiation is a 
desperately needed inliastructiiral 
requirement lor the people appears to h.ivc 
been entirely missed Any chinge in the 
pen c I iion ol the role ol roads in hum.in 
development is unlikely to iKcur in the neat 
luture And yet especially m the context ol 
shrinking lesouices lor social sector 
development, roads and communications in 
the lural areiis or lathei the lack ol them 
will play a crucial role 


US AND CHINA 

Testing of Waters 

FIRST It was president Lee Teng-hui ol 
Taiwan whose visit to the US created b.id 
blood bciwcc n (Tuna .ind the US Now it is 
Vl,id line Chiang Kai slick wile ol Ihe 
Cienci ilissimo who died m 197*5 She is to 
be the centre ol ailention al a reception to be 
addressed among oiheis by Robcii Dole 
Scn.itc m.i|orilv leader m the US Congress 

M.idame ('’hiang’s impact on Taiwanese 
politics since 197*1 has been negligible 
Nevi'itheless her reception in the US will 
luiiher rullle ('hincse diplomatic le.ilheis 
I list she IS a icminder ol the era when 
1 aiwan ligiired asoneol the two Chinas' in 
thcl S’sChin.ipolicy Second RobcitFJolc 
who has CO sponsored the leception, is a 
presidcnii jl candidate and may be Ihe next 
US president An additional leasoii loi the 
C hincse re.ic tion may be I hat N e wt (j I ngi ich 
spe.iker ol Ihe house ol representatives 
who h.is.ic lose rappoil with Dole is known 
lo siippoit the idea ol Ihe US recognising 
I aiwan although his public postuic on the 
issue IS more diplomatic 

Ihe People’s Republic ol ( hin.i was 
lecogiiised by .i Republican .idministralioii 
but Ihe current Republican Ic.iclership i> 
notorious lot its i,idii ilism that is, its 
extremely conservative st.ind on political 
diplomatic matters I or example only 
iccetilly this le.idership ensured Ihe passing 
ol a resolution in the Senate lavouring the 
lilting ol ihc arms embargo on the Bosni.in 
goveinmeni the real taigel ol the policy 
being not only the Bosnian Serbs but also the 
Russi.iris who have a strategic stake in a Serb 
victory 

In the event ol this le.idership assuming 
presidential powers it would likely lurthcr 
diivc III ihe wedge between Ta.wan and 
( hma with a two lold ob|Cclive to hurt 
China economically I aiwan being the 
IcMchiig investor in China, and eventually to 
cnsiiie a permanent separation ol the two 
territories Such separation would be a long- 
tcrni lullilineiit ol US stiategic interests in 
the tr.iris F'acilic region 

Ihe response ol the Chinese leader, 
to the visit ol president 1 ec Feng hui to a 
US university showed that China will not 
easily countenance these US moves Not 
only did ( hina recall its envoy from 
Washington, it carried out surl,ice-to- 
surl.ice missile tests along the Taiwanese 
border The tests were a warning not only 
to I aiwan but also In the USiokeepofI the 
issue ol Faiwanese independence although 
as many as TO countries alre.idy recognise 
Taiwan 

I S recognition of T aiwan, mother words, 

IS not a real possibility yet Ihe only thing 
that can be said with some certainty is that 
this possibility will become stronger under 
a Republican administration, especially if it 


has people like Robert Dole ahd Newt 
Gingrtch at its helm 

TRIPURA 

CPI(M)Digs In 

BY winning a majonty in the elections to the 
Tripuia Tribal Areas Autonomous District 
Council 111 late July, Ihe CPI(M) has consoli¬ 
dated Its hold over the slate While the slate 
government has been run by the CPRM), the 
in.ijoi ity ol the autonomous district councils 
(ADCs) had been in the hands ol the Cong- 
ress-Tiipura Upajati Juba Samily (TUJS) 
lombine But now the voters have given a 
c lear verdic t against the i ombme’s .idminisi- 
ration which was widely known lo have 
been in.nked by corruption and lactionahsm 
The dissension within the TUJS came to 
the fore on the eve of the election when 
Haiinath Devbarma the TUJS president 
formally split the party by announcing the 
torm.uion ol Tripura Tribal People’s Porum 
(TTPF) Devbarma hoped lo wean aw.iy the 
support of the tiibdis Irom the moderates in 
Ihc lUJS who Ihe TTPI claimed had 
allowed themselves to be co opted by the 
Congress This sudden concern tor the tribal 
cause after five yeas of being in power was 
also evinced by ihcTUFS when itdenumded 
that the voters’ lists he revised on the basis 
of the 1071 elec toral rolls and names ol non- 
tribals who h.id come to live in Ihc ADC 
.ireas aftei that vear be deleted Given th.il 
the dcm.ind was made pisl two months 
bcloie the disiiiit loiiiicil elections it was 
clear that the intention was locic ilc hurdles 
III the way of the elec lions In f.ii i, pressure 
was also sought to be bioughi to bear Irom 
Ihc centre to make the state governoi 
postpone the elections The decision ol the 
Iripura NUion.il Voluntceis (TNV) to opt 
out ol the proposed tuple alliance with the 
Congress and the T UJ.S and to contest the 
elections separately had already atlectcd the 
prospects ol the combine But in the event 
neither Maniiath Devbarma s TTPF nor the 
TNV nor the BJP was able nnake any imp<ict 
m the elections 

The polls conducted in two phases, passed 
ofl peacefully with a voter turn-out ol 75-HO 
per cent Though the Congress blamed the 
CPRM) for rigging the polls, the ch.irgc was 
made more out of a need to find excuses for 
the combine’s defeat What did happen was 
an escal.ition in ethnic tensions which is 
now a regular feature ol elections m the 
north-east The various tribal militantoutfits 
not only killt^d and abducted non-tribals and 
ambushed police patrols, they also engaged 
in internecine warfare^ against rival tribal 
groups In any case, the five-year record of 
the Congrcss-TUJ.S combine was so dismal 
that even their promise lo provide nee for Rs 
2 per kg to poor tnbals and non-tnbals in the 
ADC areas failed to short' up its political 
fortunes 
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+ ASEA BROWN BOVERI 

Opportunities in Power 
Sector 

ASb\ BROWN BOVERI ilie Indian 
subsidiary of Ihc Swiss Swedish 
enginecnnj! eon glonieiatc is engaged in 
the manu taituie o( power tiansniission 
equipment switihgcai, capititors 
communication pioduiIs motors process 
automation equipment and lailwav 
locomotives and allied cquipmcnl ABB 
has a 46 year histoiy in India llindusian 
Electric Company manulacluring dec liical 
Items like niotois md translotmois and 
selling imported electrical equipment was 
established 111 194d In 1962 the company 
enteicd into a linincial and teclinical 
collaboiation with Brown Boveii and 
Company ol Swit/eiland lesulting in the 
tormatioii ol llnidnstan Brown Boveii 
which lalci became Asca Brown Bovcri 

The compaiiv recorded sales ol Rs 617 
croie 111 the year ended December 1994, 
up liom Rs 4‘i2 crore in the pievious year, 
a use ot aiound 17 pei cc.it Othei income 
giew by 21 pet cent, Irom Rs 21 crore ti. 
Rs 2S ciore Piovision tor depreciation 
and taxation incrcMsed by 17 per cent and 
27 percent lespectiscly Ihcrcwasanon 
opeiating piolil ol Rs 9 ciorc against a 
loss ol Rs 2 croie in the previous ycai, 
which togelhei with lower interest costs 
weie rellected in the healthy bottomhne 
Expoits wcie Rs 16 cioie and imports Rs 
67 ciorc Despite this the company had a 
net loreigncxchangeinllowot Rs60crore, 
thanks to fees caiiied lor iechnic.il know¬ 
how The lesulls lor the year incoipoiate 
the perloimance ol I lakt India a 
manufacturer ot pollution control 
equipment, which was amalgamated with 
the company in October 1994 A dividend 
ol 15 per cent has been lecommended by 
the directors 

ABB has taken ovei ACC Babcock a 
large Indian powci equipment suppliei and 
a lormci sick public sector undertaking 
under the charge ol the ministry ol power 
ABB had submitted a proposal lor its 
takeover when the unit was thrown open 
to the private sector ABB has acquired 76 
per cent ot the equity ot the ailing boiler 
manufacturing unit with an investment ot 
$ 16 5 million The move icflccts ABB’s 
objective ol meeting the growing demand 
lor turnkey power plants in India 

ABB has secured the turnkey order for 
design, engineering and supply ot electrical 


systems for the Bokaro steel plant valued 
at Rs 185 crore ABB has also bagged 
orders worth around Rs 180crore including 
one trom Reliance Industries worth Rs 10 
crore lor its petrochemical complex at 
Ha/ira in Gujarat ABB is to partner 
Reliance foi all future projects at the Ha/ira 
complex According to Jorgen Centerman 
president ot ABB’s automation business 
ihc order assumes significance in that 
Reliance will be ihe first petrochemical 
company m South Asia to introduce Ihc 

open disiiihiitcd control’ technology ol 
complete .automation systems ABB is 
executing orders woith Rs 25 crore lor 
Indian Oil C’orpoi iiion It will supply, tor 
the first time in India its emergency shut¬ 
down systems to the new Panipat relincry 
with a capacity ol 6 million tonnes per 
annum The multinational is also 
modernising the process control systems 
in the IOC relmeries at Guwahati, llaldia 
.ind Digbhoi ABB h.is signed a coniiaci 
with GVK Industries to set up a gas based 
power projec i in Andhra Pradesh scheduled 
to be completed in early 1997 ABB is 
negotiating to set up tsso joint ventures lor 
250 mw power pro)ecis in India with the 
M M Bhagat group The cost ol the two 
protects IS estimated cl $400 million The 
company has also been holding talks with 
the Hindujas lor the engineering 
procurement and construction contract lor 
the 1,000 mw coal based power plant at 
Visakhapainain flic estimated cost ol the 
project IS Rs 5,760crorc and the promoting 
companies arc Hindu)as Ashok Leyland 
and National Powei of the UK The 
company has also initiated talks with the 
National Thermal Power Corporation on 
the Kayamkulam power project being set 
up by It 

ABB IS building a I 130 MW gas tired 
combined cycle posser plant in Perak, 
Malaysia which will meet 11 per cent ot 
Malaysia s powei requirement The 
company has signed a turnkey contract 
valued at $1 billion lor the project which 
IS scheduled to become opciational by 
July 1997 

ABB has entered into a strategic lie-up 
with Dalmier-Ben/ of Germany, Ihc two 
having announced a merger of their global 
rail transportation activities The new 
entity, a 50 50 joint venture, is to be called 
ABB Dalmier-Bcn/Transportation and will 
otter lull rail system solutions from design 
and engineering to assembly and project 
management 

ABB plans to expand its business in 
India, with plan^ to make India the focus 


ol Its Asian business According to ABB 
officials while their main aim was to 
develop India as a market for their products, 
plans were also afoot to make the country 
Ihc base tor manufacturing the entire range 
of power equipment 

ABB IS getting into the area ot robotics 
The company is setting up a robotics unit 
in Bangalore, with the basic hardware being 
imported from ABB Sweden and the rest 
made in Hangaloie 

ABB has been permitted to set up a lully- 
owned holding company in India The 
proposal envisages total foreign investment 
ol Rs 675 crore and projected export 
earnings ol aiound Rs 1,0(K) croie The 
new comp.iny will hold shares on behalf 
ol ABB Sweden in the joint ventui es already 
in operation in Ihe country 

HINDUSTAN LEVER 

Merger Accomplished 

Hindustan Level, adomiiiani force in soaps 
and detergents, personal pioducts and 
speciality chemicals has turned out an 
impressive performance for the year ended 
December 1994 Sales increased from Rs 
2,067 crore to Rs 2 826 crore, an increase 
of around 17 pei cent Total income rose 
from Rs 2 121 crorc to Rs 2,879 crore 
Provision lor depreciation and taxation 
increased by 6 per cent and 18 per cent, 
lespcctively Profit after tax was Rs 190 
cioie, up from Rs 127 crore in the previous 
year, an increase ol 49 per cent The 
company performed vciy well on the export 
front, notwithstanding recessionaly trends 
in the European markets and lapan and 
disruption of the economies ot the countries 
which were part ol Ihe lormcr Soviet Union 
Export turnover in 1994 was Rs 427 crore 
against Rs 214 crorc in 1991, a growth of 
84 per cent HLL’s warehouse facilities 
in Rotterdam in Holland and Marseilles in 
France have contributed to Ihc growth of 
exports The directors have recommended 
a dividend ot 80 per cent against 56 per 
cent last ye.ii 

A divisionwisebieakiipol Ihe company’s 
turnover presents the following picture 
The soaps and deteigenis division the 
company's flagship accounted tor 64 per 
cent ol Ihc total turnover Coming second 
was the exports and peisonal products 
division with a contribution ol 24 per cent 
The reduction in excise duty bv 20 per 
cent, from 70 per cent to 50 per cent gave 
a boost to the personal products division 
and the consequent lowering ol prices led 
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Financial Indicators 

Dec 

Dec 

Dec 

Dec 

Dec 

Dec 


1994 

1993 

1994 

1991 

1994 

1993 


Income/jppropridtiuns 


1 Net iales 

61651 

48176 

782648 

206680 

28119 

21896 

2 Value of prndiiclion 

61651 

45176 

284898 

209116 

28177 

22198 

Othet Income 

2502 

2074 

8091 

2976 

826 

99 

4 / tiial tin omi 

64151 

47250 

289686 

2I2II2 

26201 

22294 

5 Raw inaicnals/slurcs 

and spares lonsuincd 

(9949 

10820 

128296 

138111 

8404 

7978 

6 Other manul itiunng i xpenscs 

476 

107 

61821 

8021 

6861 

8960 

7 Keniuncraiion lo i iiiplo> ecs 

5271 

1605 

14811 

6426 

1224 

not 

8 Other c xpt nstx 

9775 

5441 

19919 

11110 

4919 

1808 

9 OiH 1 iiliiiji iirti/ii 

8680 

7077 

18099 

27222 

4771 

1447 

10 Interest 

724 

907 

2984 

2721 

284 

241 

11 Oron i>r<>lii 

8828 

8(H) 1 

1262/ 

24499 

4894 

1179 

12 Deprci i ition 

878 

746 

2188 

2222 

211 

181 

n Profit hi fort ulk 

7878 

5258 

10271 

22277 

4181 

1198 

14 Tax piovision 

’8(X) 

2200 

11278 

9880 

1179 

981 

15 Fnifitii/it 1 hn 

5078 

1088 

18996 

12727 

1(XM 

2247 

16 Dividend 

1087 

616 

11874 

7819 

1840 

1120 

17 Rcl.iined pioht 

1991 

2419 

7422 

4888 

1464 

1127 

Liabilitics/asscis 

18 Paid up c ipiial 

1106 

2081 

12486 

11999 

14(H) 

1400 

19 Reserves ind surplus 

19212 

14187 

19127 

24869 

7071 

8608 

20 Long term loans 

1696 

2141 

12897 

8201 

288 

610 

21 Short krm loans 

754 

871 

4419 

1119 

219 

469 

22 Of which bank 

hoi row mgs 

754 

871 

2162 

880 

<) 

0 

2^ Gross lixcd assets 

14117 

9140 

88(48 

42080 

4672 

4082 

24 AciiiiiMilalcd 

dcpri c 1 ilion 

4757 

1411 

222S^) 

16647 

1128 

920 

25 Invcniorics 

10876 

6162 

84221 

47106 

4618 

1411 

26 Tot il asscis/li ibiliiics 

59728 

19880 

168481 

107424 

14186 

12779 

Miscellaneous ilcms 

27 Excise duty 

0 

0 

41 190 

17289 

0 

0 

28 Gross value added 

IS5S2 

l(H)8t 

198 1 1 

18880 

6168 

4989 

29 Total foreign 

exchange income 

11548 

16608 

44216 

24178 

728 4 

6988 

30 lotalliHcign 

exchange outgo 

7S2I 

1848 

1/684 

19/21 

2141 

1 188 

Key financial and pcrrnriiiaiKC ratios 

11 Turnover rilio 

(s.ilcs lo lolal isscis) I'l) 

101 7 

1127 

168 4 

192 4 

178 0 

169 0 

12 Sales lo lol.il m i .isseis (Vv) 

218 7 

210 2 

1190 

4126 

■’80 7 

2(i() 1 

n Gross value added to 

gross fixed .isscis ('?) 

110 0 

1 10 1 

89 8 

88 7 

1 .7 (1 

1 ’2 1 

14 Return on investment 
(grt>ss pioltl 

to lolal assets) Pi ) 

14 8 

18 0 

19 4 

22 8 

(2 0 

’6 4 

Gross profit to sales 

(gloss iiioigin) ('/() 

14 1 

11 1 

ll 8 

1 1 9 

IS 1 

18 6 

16 Operating proliuo sale s ('.{ ) 

14 1 

18 7 

|7 ( 

112 

19 0 

16 0 

^7 Profit be loie lax lo sale's (Vf) 

128 

116 

10 7 

108 

174 

148 

18 Tax piovision to 

profit before lax 

15 V 

41 9 

(/: 

42 9 

11 8 

29 7 

^9 rrtjfil after lax to neiveoilh 

(return on eiiiiily) ('1 I 

22 / 

186 

26 8 

110 

18 8 

12 1 

40 ilividcnd ('r) 

15 0 

10') 

80 0 

86 0 

1 10 0 

80 0 

41 Laming pci share (Rs) 

16 15 

1488 

8 88 

9 09 

21 46 

16 08 

42 B<X)k value |Ki share (Rs) 

71 92 

79 91 

22 (X) 

27 88 

(H) 82 

80 (Hi 

41 P/braUo(biscdonl.Ucs(and 
corrtspoiid)ng Iasi 

year s pnee) 

16 8 

17 6 

104 2 

76 4 

41 1 

68 4 , 

44 IXbl cquKyrido 
(adjusicd for 

revaluation) (9( ) 

7 6 

14 1 

17 6 

21 1 

10 

9 0 

45 ShoiKeniihinkbonowings 

to mvciiioiiss (‘X) 

6 9 

117 

4 1 

1 9 

0 0 

0 0 

46 Sundry eredilors to 

sundry dcbloi s (9!) 

96 0 

91 1 

480 1 

187 8 

189 0 

1717 

47 Tulal remuneration 
(0 iip'oycis 

to gross value added (**) 

(19 

18 7 

29 ( 

21 8 

19 8 


48 Total remuncraUon (o eiiipluyecs 

to value of piciduclion (9f i 

8 6 

HI) 

8 1 

4 0 

4 K 

8 0 

49 Gross fixed assels 

foniiation (%) 

50 Orowihminvciiiones(^?) 

54 6 
710 


11 1 

18 1 


18 1 

18 4 

19 8 
614 


<0 V^umes**, 

company The chemicals aftdagnptoducts 

division contributed 12 per cent to total 

turnover 

The process ot merging Tata Oil Mills 
Company (TOMCO) with HLL, which had 
begun in March 199^, was completed on 
December 28. 1994 The scheme ol 
amalgamation was also used to make a 
preferential alloiment of 29,84,'^47 equity 
shares ot Rs 10 each to IJniliver Pic at a 
discounted price so as to retain the 
niultinationars ^1 per cent shareholding 
The RBI had relused to allow the 
prcterential allotment at a price ot about 
Rs 103 88 per share when the market price 
was about Rs 700 pci shaie I he company 
tiled a writ petition before the Bombay 
High Couit and the court gave an interim 
order which specified that the ditlerence 
between the price ottered bv the company 
and that worked out on the basis ol the RBI 
norm be kept in a separate ‘share premium 
suspense J( count Accordingly Uniliver 
Pic brought in a sum ol Rs 209 ciore ot 
which Rs 178 crore has been kept in the 
suspense accouni 

With the icquisit|,onnl TOMCO HI 1 s 
share ol the soips and detcigenis maikel 
crossed TOpercent High on HI L sagenda 
IS the siicngihcningol lOMCO sesisting 
hiands and relaunching fata L.iu dc 
( ologneand Revel \s ishingpowdci which 
were being phased oiii bv TOMCO 
According to S M I) ill i cliaiim.in ol 
HI I the locus in I 90 S will betocnsiiic 
<1 siiiood’iniccMiion rc isublishTOMCO 
blinds ind niiisi us business bick lo 
piolii ihiliiv lit I has ini lined an cslab 
lislmiiiii cost ol Rs 3 4 lion as a result 
ol the iiicigci 

I he company has some ni w proic'cls on 
hand IthasmademvesimenisworihRs 43 
crore in three new protects A leather 
tanning unit lo produce tinished skins has 
been commissioned at Neyveli in ramil 
Nadu The company IS setting up a Surimi 
lish plant at Verawal m(iu|aral in technical 
collaboiaiKMi with Shinto Corporation of 
Japan A rice milling laciliiy in the tree 
trade/one ol Kandla.Gujaiai.anclaprojecl 
lot growing and processing cattish in 
Tliaiiiavur arc also on the cards 

Kimbcriv CTarke-Levei the 50 50 joint 
venture between Hindustan Lever and 
Kimberly Clarke ol the US has formed 
two companies to manutaciure personal 
caic and hyuicnc products at Pune, with 
production scheduled to si.irl this month 
HLL IS making an invJisimcni ot Rs 11 
erorc in satellite-based inlormaiion systems 
to leverage application ol inlormiilion 
technology and achieve a signilicant ‘ 
competitive edge HLL is the first 
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■ ^hi<^<S)4x *»n *fhci 

n>un(ry <o <lo so Tile company has been 
awarded ISO 9()()2 lor ils rue unil, the 
first such laciliiv in the country to receive 
the certiluation 

PONDS INDIA 

Focus on Exports 

Ponds (India) knovsn loi ilsianpeol skin 
taie pioducis shoe uppeis, mushrooms 
and ihcimomcieis has posted a lu t piolii 
ol Rs ^0 04 ciore lor the ycai ended 
Dccembei IW4 up hv O 7 per ceni over 
the previous yeai s liguieol Ks 22 7troie 
Net sales have crown by 16 per cent to 
Rs 2‘il iron. Iiom Rs 216 cioie Ihe 
direc loi s hav e I ecommended a dIV kIv nd oI 
110 pi I lent eomp.ired lo last viai s XO 
per lint 

Ponds Indi I has enhamed its inaikei 
reach beneliiinc liom a |oiiil selline ind 
disiiibtilion iiiineeminl with llindusiin 
I cvei riu conip inv also » lined lioin the 
lediiilion nil xiisi duly on lOsmelit s lioni 
70 pi I eelll lo SOiki icill in Ilk 1604 OS 
builgil In lakum powdci wlicii Ponds 
IS till maikcl leader voliiiiks spiiikd h> 
M) per eeni md in skin e ne piodiiels bv 
40 per 11 111 

Iheeonipan) has been iw iided liadinp 
house siaius loi its expoits In 1004 ilie 
comp iii> sle nlii i e iimeiiisexporidivision 
suicessiiillv pencil lUd the ipi ilily 
eoiisiioiisiii irkilsol I laneeaiid ll ilv I he 
division lehieved subsiaiiiial eiovvih ol 
turnover indpiolits with expoiisoIRs I I 
lime Hie leallici pioduels division 
eonipiisini: slims mil shoe uppeis hid 
anolhci jiood yeai wiih expoiis ol 
Rs SXeioie compaied vviili Rs 12eioreiii 
the preceding veii Hitherto havinp 
concentrated lareely on the Liiropean 
maiket Ponds is now lookiny: lo the PS 
market A ma|oi dilleiiiiec biiweeii the 
two aicoidiiiy: to V Balai iman man ij.'iny: 
diiector IS til ll while the loimci deiiiands 
moie style and v irietv the latter is mine 
volume-based Ponds h is set an ambitious 
export laiyici ol Rs Soo eiure liom its 
leather divison alone bv the year 2(X)S I he 
Pondicherry leathei taetoiv has been 
awaidcdthc ISO 0002 ceitiluate. the lust 
shoe upper unit in the countiy to be so 
certilied By way ol iliversiticatloii liom 
Its mainstay, peisonal caie pioducts the 
company emeied the export market with 
thermometers and mushiooms Ponds is 
the world’s largest meicuiy-glass ther 
mometei manulaeturci, wnh a pei cent 
share ol the American maiket and wnh a 
Mgnilicani presence in the UK Spam and 
other parts ol the world The company 


'^j^tiwisi itH'rca-tc t|« liirwovcf frftm 
thermometers, which currently stands at 
Rs X ciore lo Rs tOerorc by I09X It also 
plans lo cxpoii digital ihcrmomcicrs and 
has created the chip design lor these 
internally The tompany s KKI per cent 
bOU loi piodiiciion ol mushrooms al 
Kelly V.illey in ihe Nilgins has met 
inlernational qualiis siandaids amt the 
management is uinlnlcnl Ihai the currcnl 
capacity ol I IKIOip i will have lobe rapidly 
expanded 

NIIPC 

Good Performance 

N.nional Hydroclciiiu PowtrC orpoi ilion 
(NHPt ) igovirnmentol liidiaeiueipiisc 
tccorded a nci piolii ol Rs 122 ciore lor 
Ilk veai 1664 6“! is jgainsi Rs 72 croic 
in llie previous \i u i rise ol 66 pci icnl 
The lol.il s,ilcs uiniovei wciil up by MO 
pci icill liom Rs 2 t6 I role in I66t 64 lo 
Rs Stteioie liu Ilk period unde I icview 
Ihe eoipoi.ilioii del hired a dividend ol 
Rs Snore loi Ilk liisl link loi Ihe liiiaik i il 
yell 166(64 

I he opci nine uims 111 MIPC ceiiir ited 
6 064 mil lion umisol i lee I lie it v regisieiini’ 
an mere isi ol 11 t X pei cent 1 he ‘'40 MNV 
t li.mieiaSiage lpi<i|iet,llim,iilialPi.idesli 
which slaiied lommeitiil geiiei iiion 
during ihe vc.ir imhi review perloinied 
saiisl kioiily In the verv lirst yeir ol iis 
eommeiei doper ilioii clotliiellygenei.lied 
b\ the pro|Lii stood It 2 (07 million uniis 
IS igainst Ilk I iiu I ol I 470 million iinils 
Ihe smoulli link Ik Mine ol ilie noiiheiii 
gild 1 isl suniiiki w IS laigi'lx possible due 
lo power liom Oils pio)ee( MIPC with six 
opelaling povvii pi mis supplies power lo 
IS stales mil union lerriiories Ilk 
eoipotation has i loi il installed genei.ilm 
ejp.kity ol I 6S( MW ano is one ol the 
hugest hvihopovver iiiilities intheiounirx 

Ihe coipoMiioii has h igged the 
'L onsluiction |ohol liningol Jaw,ihai runnel 
in I immii mil K ishimr Irom Be.iions at 
in estim iteil cost ol Rs S eriire It h.is ilso 
been entrusted with the exciiiiion ol a 
small hyilel si In me by the government ol 
Andaman and Nieob ir, and ol the 4S MW 
Kuriehi pioieci in Bhutan by the 
goxernmeiiis ol India and Bhutan With 
the opening up ol Ihe power see lot to 
private enteipiises the consultaney wing 
ol Ihe corpor ilion hopes to bag mapir 
eonsulianiy woiks in future Plans to take 
up hydiopowir pioiects )ointly aie on the 
anvil with propos ils coming Iroma luimbci 
ol leading indiistri il houses like Dalmia 
Hiiteipriscs Iseorls, GSI etc The 
eiiiporation has nuide special cltorts to 


tlcveIopthc'hydi‘<i|:K>wer|X>iefttiial of Jammu 
and Kashmir hour ma|or projects with a 
total invt.illed capacity of l,S60MW have 
been taken up The 660 MW Salal complex 
IS alicMily (ipcralional with the Uri and Dul 
Hasti due till completion in 1666-67 and 
1968 respectively 

I he coiporatiiin laiscd Rs (OS ciore 
ihroiigh bonds during Ihe period under 
review I xpendilure incuired was lo the 
lutk ol Rs 8(4 ciore and a hal.mcc ol ihc 
till ll plan alloc.ilion ol Rs 1,278 crore 
would not be utilised as a icsull ol the 
coniinikd suspension ol the construction 
aciiMiksaiihc Dhul Hasti piojcci in I miiim 
and Kashmir I here is an ouistaniline 
amouni ol Rs S60 nine that a lew ol the 
benelitiirv stales owe to NHPC The 
lorporatioii is trying h.inl to reiover these 
.irie.us Iroin the delaulling slates Iheic 
lie pi ms lo reiover Rs 2(8 iiore through 
iiniril plan appiopriaiion by the 
eovcinmeni ol India in Ihe couise ol the 
ikxi loin veais MIPC has iikiii up Ihe 
m liter ol icgul nine powei supply to ihese 
ihlaulime si iits with ihc eovcrnniciu ol 
Indi I MIPC pi ms to I iisi its niihoiiscil 
sliiic c ipilal Irom Rs 2 MKl nore to 
Ks (000 cron and his been asked lo 
submit I resiruitilling plan to this efiect 
\HF’{ IS currently ncgoiialing with Ihe 
SBI C'apiial Si rvices to take up the study 
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Birth Rate, Death Rate, Natural Growth Rate, 
Infant Mortality Rate and Population 



Rural 





Urban 



1993 

1992 

1991 

1985 

1981 

1993 

1992 

1991 

1985 

1981 

India 

Population (in mns) 

~ 
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- 

52.3.9 

- 


217.6 
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8 1 
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14.6 
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113.0 
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68.0 

80.0 

71,0 

84.0 

68.0 

Punjab 

Birth Rate (OOOs) 

27.7 

28.3 

28.5 

28.8 

30 8 

22 6 

24 2 

25.6 

27.6 

28.5 


Death Rote (OOOs) 

8.8 

8.8 

8.5 

9.7 

too 

5.5 

6.5 

57 

6.7 

7.1 


Natural Growth Rale (0(X)s) 

18.9 

195 

20.0 

19.1 

20.8 

17.1 

17.7 

19.9 

20.9 

21.4 


Infant Mortality Rote (OOOs) 

60.0 

61 0 

58.0 

78.0 

88.0 

.39 0 

41 0 

40 0 

51.0 

51.0 

Rajasthan 

Bitth Role (OOOs) 

35 5 

.36,4 

36.0 

41.1 

38.3 

26 3 

27.7 

30.3 

33.6 

31.2 


Death Rote (OOOs) 

10.1 

II 1 

10.6 

14.0 

15 8 

5.0 

7.5 

77 

96 

7.6 


Natural Growth Kale (OOOs) 

25.4 

25.3 

25.4 

27.1 

22.5 

21.3 

20 2 

22 6 

24.0 

23.6 


Infant Mortality Rale (0(X)s) 

87.0 

94 0 

84.0 

114.0 

118.0 

.56.0 

65.0 

.50 0 

76,0 

53.0 

Tamil Nadu 

Birth Rate (OOOs) 

19.3 

21 1 

20.8 

25.2 

29.7 

19.0 

20 0 

20 8 

23.8 

23.9 


Death Rale (OOOs) 

9.2 

9.2 

9.5 

10.9 

13.5 

57 

6.7 

7.6 

6 9 

7.9 


Natural Growth Rate (OOOs) ' 

10.1 

11.9 

11.3 

14.3 

16.2 

13.3 

13 3 

13.2 

16.9 

16.0 


Infant Mortality l^ate (OOOs) 

66.0 

66.0 

65.0 

95,0 

104.0 

38.0 

42.0 

42,0 

53 0 

.55 0 

Uttar Pradesh 

Birth Rate (OOOs) 

37.2 

.38.0 

37.2 

39.0 

40.8 

.30.9 

28.9 

29.0 V 

.31 6 

31,5 


Death Rate (OOOs) 

12.2 

13.7 

12.0 

17.2 

17.3 

7.9 

9.0 

8.3 

96 

9.9 


Natural Growth Rate (OOOs) 

25.0 

24.3 

25.2 

21.8 

23.5 

23.0 

19 9 

20.7 

22 0 

21.6 


Infant Mortality Rate (OOOs) 

98.0 

102.0 

102.0 

154.0 

157.0 • 

67.0 

78.0 

74.0 

78.1) 

97.0 

West Bengal 

Birth Rate (OOOs) 

28.6 

28.0 

30.3 

33.0 

37.0 

17.7 

16.4 

18.5 

20.5 

20.0 


Death Rale (OOOs) 

8.5 

9 1 

8.9 

10.7 

12.2 

4.1 

6.6 

6.7 

6 8 

6.9 


Natural Growth Rale (OOOs) 

20.1 

18.9 

21.4 

22.3 

24.8 

13 6 

9.8 

11.8 

137 

1.3.1 


Infant Mortality Rate (000$) 

64.0 

71.0 

76.0 

80.0 

98.0 

32 0 

38.0 

47.0 

46 0 

44.0 
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COMMENTARY 


WEST BENGAL 

Industrial Development Policy 

A Critical View 

Rai^jit Das Gupta 


It IS dijfuult to find any hasu difference between the industrial policy 
oj the Left Front government in West Bengal and that of the central 
government The pursuit of such a policy by the Left Front government 
cannot but weaken the struggle against the IMF-World Bank strategy, 
the offensive by international as well as Indian capital and the centre’s 
new ec onomic polu v 


I 

The Wider Context 

THE Left Front government’s recent move 
for industiial development in West Bengal 
needs to he viewed in the nationtil context 
of discussions and debates going on since 
the late colonial period and throughout the 
post-colonial period, particularly the early 
post-colonial period ot the M>5(K and early 
1960s, on industrialisation and economic 
development, and social justice 

The crucial issue in the industnalisation 
debate, whether in the Bombay Plan, better 
known as the Tata-Birla Plan, as well as in 
the first three ptist-indepcndence live-year 
plans, was creation, protection and 
consolidation til a relatively autonomous 
domestic space in relation to the world 
impcnalist system and foreign capital The 
concern was not just economic growth but 
self-reliant growth with social justice in the 
developmental strategy and policies the 
government was to play an active and large 
role The industnal economy was divided 
into public sector and private sector 
Foreign capital was not barred, but allowed 
selective entry 

Because ot the targe role assigned to the 
government, the emphasis laid on the public 
sector which was to attain the ‘commanding 
heights’, the extensive power retained by the 
government through the licensing system 
and vanous other regulatory measures as 
well as the socialist rhetoric resorted to by 
the Congress leaden, the economy and 
economic policy were viewed by some 
quarters as socialist ones But it was basically 
a strategy and policy for fostenng capitalist 
development, a relatively self-reliant one, 
with targe space tor the play of pnvate 
market forces, though within some limits 
The existence of what came to be known 
as the world socialist system and particularly 
the Soviet Union laciiitated the pursuit of 


such a strategy and helped the loosening of 
the imperialist stranglehold and creation ot 
indigenous industrial capabilities to a 
considerable extent 

The policy was, of course, marked by 
basic contradictions from the very beginning 
It came to be increasingly diluted since the 
early 1980s, it not still earlier The New 
Economic Policy launched in 1991 92 
marked almost total abandonment of that 
policy in the name of globalisation and 
liberalisation.etficient allocation of resources 
and increased competitiveness This 
included, among others, the following 

* an open-door policy towards and red 
carpet treatment ot international 
productive, commenial and financial 
capital in its new form ot multi-national 
companies (MNCs), 

* dclilscrate planned retreat and withdrawal 
ot the government Irom virtually all the 
key sectors and areas, 

* curtailment and/or withdrawal ot subsidies 
for toodgrains and virtual dismantling of 
the public distribution ot essential 
commodities, 

* pnvatisationofpublicsectorunits(PSUs), 

* opening up of vital infrastructural 
areas and social sectors to private market 
forces, and 

* attempted introduction of flexibility in 
the labour market, an euphemism lor a 
‘hire and fire’ policy 

All these constitute a policy tor 
unregulated growth and operation of 
capitalism 

Essentially, it involves the convergence 
of the Fund-Bank package presenbed in the 
interests of international capital with the 
secular interests of important sections of 
Indian capital who had also been pressing 
for a similar policy 

It would not be wrong to suggest that the 
policy being pursued is no policy at all 
Policy involves the putting forward of a 


weii-tormulated perspective, idenlitlcation 
ot thrust areas and priontisation among 
those areas, lorging ot appropriate instru¬ 
ments and pursuit of suitable measures 
But all this IS absent under the Rao-Singh 
dispensation 

in justification ol the new package 
frequent references are being made to the 
cast and south-east Asian expenences ot 
industnalisation and economic development 
in Japan, South Korea and Taiwan But the 
Rao Singh policy, il that can be called a 
policy at all, is in sharp contrast to the cast 
Asian experience There is a large and 
growing volum-' of detailed, in depth studies 
showing that whatever might have been the 
natuie ol political institutions and political 
airangemcnts in none ot the Asian tigers’ 
and ‘cubs did the stale abdicate its role In 
all these countries the state pt.iyed a crucial 
role Using a mixtuie ol positive incentives, 
instruments ol coiuiol and pressure and 
mechanisms ol spreading risks, the state 
performed the lunciion ot a catalyst in 
industrial giowth In many ot these countries, 
particul.irlyJapan Sijulh KoreaandTaiwan 
foreign capital did not have unrestricted 
entry It is sinking that South Korea pursued 
a policy ot exclusion of foreign investment 
lor many years and did not allow the use 
ot foreign brand names till the caily l9K()s 
Faking advantage of such piotcciionist 
measures, the growthofgianlconglomerales 
like the Hyundai .md Samsung the largest 
twocompanies, tewk placeduiing the 1970s 
To put It somewhat differently east and 
some ol the south-east Asian governments 
exereiscd an industnal leadership role which 
IS in sharp contrast with the role ot the Rao- 
Singh government 

II 

Left Front Policy 

Ihc point in dwelling upon all this is to 
make a cntical examination and assessment 
of the Lett Front government’s industrial 
policy ' It would not be wrong to suggest 
that It IS hard to find any basic difference 
between this policy and that of the central 
government Some of the key components 
of the Left Front government’s policy are 

* virtual absence ol any mention of 
promotion and expansion of government 
and public sector and by implication 
gradual withdrawal ot the government 
from many key areas, 

* pnvatisation of several state public sector 
units (PSUs) as well As social sectors, 

* virtual open-door policy with regard to 
MNCs and foreign capital and foreign 
technology, 

* development of the infrastnictuiai sector 
through government or through pnvate 
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and joint secton, induing NmCs and 
foreign capital; 

* encouragement to almost unregulated, 
unbridled growth and penetration of 

' market forces in various spheres of the 
economy and society, including 
townships, housing, health, education, 
hotels, commercial complexes, etc; and 

* advocacy of a labour policy amounting 
to class peace between labour and capital.^ 
The pursuit of such a policy cannot but 

weaken struggles against the Fund-Bank 
strategy and the centre’s new economic 
policy. 

Propoundkd Jus iiucation 

^ The adoption and pursuance of this policy 

are being justified on several grounds; 

(a) West Bengal has been suffering from 
industrial stagnation and even de- 

. industrialisation since as tar back as the mid- 
j l96Us. Much of this was due to the licensing 
system which was deliberately used by the 
central government as a means of 
discrimination against West Bengal and the 
freight equalisation policy which militated 
against the natural advantages enjoyed by 
the eastern region. The remarkable 
agricultural performance in the state, the 
dcliccnsing of most of the industries and 
partial freight equalisation have opened up 
new opportunities tor industrial regeneration 
of the state. Industrial growth and 
technological change and upgradation are 
urgent imperatives and full advantage has 
to be taken of the new opportunities in the 
broader interests of the state. The new state 
industrial policy is also sought to be justilied 
by projecting the hope that it would create 
large-scale new employment. 

(b) West Bengal is not a sovereign 
independent republic and the Left Front 
government has to lunction within the consti¬ 
tutional, political and financial constraints 
of the Indian Union. Though many aspects 
of the centre's policy are detrimental to 
national interests, the Left Front government 
cannot go beyond that policy and work out 
and pursue a different one. Any criticism is 
met with the answer; ‘The state caqnot be 
allowed to be turned into an industrial desert 
by taking a dogmatic and unrealistic position. 
In other words, the Left Front government 
has no other alternative.' 

Following the announcement of the new 
state industrial policy many circles 
traditionally hostile to the Left Front 
government, including many sections of 
business and industry as well as important 
sections of the media, arc full of praise foi; 
the chief minister and the Left Front 
leadership for adopting a non-doctrinaire 
and pragmatic approach. Some have been 
, euphoric about the changes in the industrial 
scene in the iwent months. A leading mass 
circulation Bengali daily came om with a 


Ml-page stmy titled bam tSiirge tftanatantrik 
biplab (’capitalist revolution in the left 
citadel’). Several statements and press 
interviews by government leaders including 
the chief minister himself and the West 
Bengal Industrial Development Corporation 
chairman Somnath Chatterjee have tended 
to give theimpression that the state is already 
in the midst or at least on the verge of an 
industrial upsurge. Such euphoria was seen 
most at and around the time of the centenary 
celebrations of the Confederation of Indian 
Industry last January But it has been 
continuing since then. 

SoMh Ba.sic- Reservations 

While some aspects ot individual policies 
may have some rationale at the micro level, 
onecannot but express several major, indeed 
basic, misgiving.s and reservations about the 
Left Front government’s overall industrial 
policy and the ongoing changes. 

In the first place, there is no doubt that 
under certain political, economic and social 
circumstances it is possible to have 
industrialisation and economic growth (as 
distinct from development) in a few countries 
of what is known as the third world. But 
Marxism does not allow discussion of 
industrialisation, economic growth and 
technological changes as well as social issues 
in the abstract, unrelated with and divorced 
from the class and social dimensions. But 
many of the pronouncements made by 
important state government and Left Front 
leaders exhibit virtually a non-class outlook 
and perspective. It is hard to find any 
awareness in the pronouncements and 
writings of the leading spokespersons of the 
new policy that the industrialisation policy 
being advocated and put into practice is 
basically a capitalist one and would have 
serious social and economic consequences. 
In justification it is argued that there is no 
option. (The validity of that argument in the 
form in which it is presented will bediscussed 
below.) But there is an essential difference 
between such an argument and remaining 
oblivious of the class nature and capitalist 
characteristics of the industrialisation drive 
as well the social consequences of such a 
policy. 

Furthermore, it needs to be stated that 
Marxism demands discussion of social 
questions in the wider historical and socio¬ 
economic context, both international and 
national. Without elaborating, it needs to be 
observed that the irony of the contemporary 
period is that behind the seeming worldwide 
triumph and 'golden age of capitalism’, 
capitalism in the closing decades of the 20th 
century is in the midst of a deep crisis and 
has created catastrophic socio-economic 
conditions. 

^ Notwithstanding some very recent 
. indications of a moderate revi vtd, capitalism 





in its North American, west European and 
Japanese bastions suffers from extensive 
and peiji.stent stagnation marked, among 
other things, by what is characterised as 
‘jobless growth ’. The reversion to capital ism 
in eastern Europe, Russia and the former 
Soviet republics has led to socio-economic 
collapse of a magnitude and intensity 
unthinkable even a decade back. China which 
has made a 'peaceful transition' to ‘market 
sociali.sm’, is also experiencing, despite its 
remarkable economic performance, socio¬ 
economic problems unprecedented in recent 
history, accentuating social and regional 
inequalities and even alarming rise of crime. 
Entire continents, speci ftcal ly speaking Latin 
America and Africa, particularly sub-Saharan 
Africa, are condemned to regression. Thus 
almo.st the entire cn'';:alist world in its what 
may be termed the deregulated phase is 
exhibiting tendencies towards varying 
degrees of decline and stagnation. 

'fhe embracing of unregulated capitalism 
by the Rao government and the growing 
integration of the Indian economy into a 
world economy increasingly being 
dominated by the Bretton Woods twins - 
the International Monetary Fund and World 
Bank - and the newly set up World Trade 
Organisation and international capital 
organised in the form of MNCs cannot but 
lead to deeper contradictions in the growth 
of Indian capitalism with disastrous 
economic and social consequences for vast 
sections of the population, particularly the 
working mas.scs. 

All this indicates the fundamental global 
as well as national const i aints within which 
the Left Front government has to function. 
This does not mean that the scope for 
industrial and economic dcv< iopmcnl is 
entirely blocked for the stale's economy 
and industry or that whatever limited scope 
exists need not be utilised. But given the 
crisis and contradictions in which world 
capitalism is caught currently, strikingly 
symptomised by the decline of the dollar, 
one cannot but wonder whether a broad- 
based vigorous capitalist industrialisation, 
not to speak of an industrial revolution, 
is at all feasible and achievable in 
West Bengal. 

A no less, if not more, important point is 
that of the relationship between the currently 
pursued policy and the long-term perspective 
of bringing about a radical socio-economic 
transformation. Particularly noteworthy is 
that not only the state government but even 
the Left Front parties tend to maintain a 
silence about this relationship as well as the 
basic direction of the changes being sought. 

Difference from Rao-Sinoh Pourv 

Another important issue is that of 
difference between the Rao-Singh economic 
policy and the Left Front government’s 
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policy II IS not ihat there is no difference 
An importani leaiurc ol ihe Leli From policy 
IS that It lollows, despiic liniiiations. the 
implementation ot lairly extensive land 
relorins. considerable deientialisalion ol 
guvernmemai powoi and liiPctiuns through 
the panchayat system (not .Khicved, in lact 
not even attempted in any state other than 
Kerala with icgard to Lnd relorms and 
Karnataka in relation lo pamhayats) and 
signiricamagriciiliuial|K'itoiniaiKc Another 
iin(x>ilani leature is the emphasis put on 
cottage and small indusii les and theirgrowth 
But leas mg aside these aspects it is dii licult 
to lind any lundamcntal dillerencc with the 
Rao Singh policy and practices 
it IS being ic|)eaiedly stated that West 
Bengal is not a sovoieign independent 
republic But in case the Kao government 
IS replaced in lutuie by a govcinment having 
Leli presence or a goveinmeiu over which 
thelelthasinllueiice would the I el t parties 
particulailyihe('PI(M) press loraradically 
dillerent policy and pursue that’ Some ol 
the public pionounccinenis made by the 
West Bengalchiel mmisiei himselt amloihei 
important spokcspeisons of the state 
gtivernnieni iiulicaii that the current policy 
IS oeing viewed as iiievcrsible 
West Reneal s indiisirial situation of 
having experiented decline and stagnation 
lot over thiie ill cades Ol sots acritic.ilone 
Itisoltensaiilthaiailhetimeot independence 
the state occupied the Inst place in the 
industrial m.ip ol the country But it was 
essentially a weak lopsided and limned 
indusliialisation with expoit-orientcd 
piocessing (c g juie) and planl.ilion 
agncultuie (lea) and exiiactive mining (e g, 
coal) occupving Ihe first three positions 
Engineeiing largely lelaled to wagon- 
btiilding was another majoi industry It is 
only with the launching ot a few public 
sector enterpiiscs like the Durgapur steel 
plant, the alloy steel plant and the Mining 
and Allied Machinery Corporation in the 
Durgapur area that the industrial map began 
to change its colonial charactei Hut lor 
various political, economic and social 
reasons, by the mid 1960s the process came 
to a hall and after Ihat the inclusiital scene 
came to be marked by rapid decline and 
pronounced si.ignation 

On II R Rl SlRVV'tONS 

It IS against the backgiound ol industrial 
stagnation and decline that the industrial 
policy announced last .September and 
pursued since then by the state government 
IS expected to bring about an industrial 
resurgence Some ot the basic misgivings 
about the 1994 policy have been mentioned 
above But there are other reasons too for 
having reservations 

Dunngthe lirst nine months ol 1994. the 
state received 140 applications forindusinal 


approval involving itii' investment of 
Rs 1,04.5 W crord. Between 1991 and 
September 1994 the stale received 682 
industrial approvals involving an investment 
ol Rs 12 18^ 66 crore in..lusivcoi Rs 3,600 
croie lot the Haldia petrochemical complex 
(Government ol West Bengal lionumu 
Rt'Hfn hereafter kR IW4 Ps, p 36) 

These are impressive figures, but there are 
several im|x)rtani questions to whic h answers 
aic not readilv available One. there is a 
distinction between applications received 
and approvals and between approvals and 
actual inveMmcnt But the West Bengal 
government s Eiommui Rf\i<^ 1994-95 
docs not give much inlormalion about all 
this Available reports suggest that most of 
the applications which have been approved 
are yet to Isc translated into actual investment 
According toonc estimate, taking thecountry 
.IS a whole a mere 20 per tent ot the direct 
foreign investment appiovcd since 1991 ha.s 
flowed into the country There is no reason 
to consider that the picluie in the slate is 
dillerent from ihis 

1 wo II IS ollicially admitted that .it least 
a number ol the investment memoranda aic 
marked by indecision and uncertainty Tlic 

onoiiiK R<‘\ levi’prescnis a list of 17 MOUs 
signed by the West Bengal Industrial 
Development Corporation (WBIDC) 
between April 1994 and lanuary 26, I99S 
Ol these in f i v c cases even tentative loc ations 
have not been linaliscd (F.R 1994 95, pp 37, 
39-40) These include, among others a 
Rs SOOcroreindustnakompIcx comprising 
ship-breaking, ship-repaiimg, cargo- 
handling and port Ship-hreakmg is very 
important tor getting scrap as input formini- 
sieel plants a segment ot Ihe non and steel 
industry identified as a thrust industry in the 
1994 policy declaration Further, ship- 
breaking, ship-repainng.cargo-handling.etc, 
arc highly labour-intensive But all this needs 
very large .ireas with various infrastructural 
lacilitics However, such areas with 
appropnatc laeililtcs arc yet to be selected 
and developed [ER 1994 95, p 37) 

Three it is being claimed that no foreign 
orMNCand NRI investment is being allowed 
to be made in non-priority, non-basic 
industries But even a cursory glance at the 
lists ol MOUs and projects in the pipeline 
presented in the Economu Review (which 
do not give much detail and even particulars 
and names of the parties with whom the 
MOUs have been entered into) reveals an 
entirely different picture Here are a few 
examples West Bengal Pharmaceutical and 
Phytochemical Corporation, a public 
undertaking, has signed an MOU with a US 
firm, Biomcdica, for producing the ayurvedic 
anti-diabetic drug ‘Eusolin’ and other 
ayurvedic products (ER1994 95, p43) One 
cannot but wonder what was the need lor 
collaboration with a foreign firm for 
producing ayurvedic products The giant 


MNC Unilnve)’ is entering'^to tnan)r 
through its subsidiaries, Hindusthan Leve 
and Brook Bond Lipton India (BBLIL). Thi 
latter is launching a Rs 70 crore foot 
preparation project {ER 1994-95, p62). Doe 
It Involve a technology which cannot tx 
researched and developed indigenously or 
If necessary, purchased from abroad'' A lew 
ot the MOUs have been signed (or piojecti 
which can by no stretch of imagination be 
considered as industnal or manufacturing 
prtyects For example, an MOU has been 
entered into with a Singapore-based company 
foi setting up a Rs SOO crore shopping mall 
in Calcutta and another Rs 350 crore MOU 
with an NRI is lor a residential-cum- 
commercial complex ncarQilcutta (ER 1994- 
95 pp 37, 40) Essentially, it .‘mounts to a 
deal tor real estate development 
Four, even in some areas which have been 
identified as thrust areas not much progress 
has been made One example is the Rs 600 
crore Integrated Leather Complex In tact, 
talks have been going on tor quite si'me time 
(or developing the complex and shifting the 
tanneries from their present location in east 
Galculta to Bantala, a lew kilometres away 
tn South 24-Parganjs But the tannery- 
owners arc reluctant to move, one major 
reason being tnf> lailurc to develop adequate 
infrastructural laciiiiies, including roads, 
power and wa'cr supply (ER 1994-95, 
pp 17, 76) 

'11)0 Rs 7(K) crore Hald'a pctriKhemical 
complex to which the US-based Chatterjee- 
Soros Funu Management is to contribute 
Rs 3(X)crore by w,iy ot equity puiticipalion 
IS a much-talked-about project But in this 
case too much progress has not been made 
Those who arc in the know ot things hint 
that Chatlerjec-Soros Fund Management 
IS not serious about the Haldia complex, 
but has been able to secure a plot ol land! 
foraRs l.OOOcrorc ‘inlormalion technology 
park' and another plot for a Rs 350 crore 
residential-cum-commcrcial complex 
(ER 1994-95, p 37) - again two non- 
manufactunng, non-industrial projects - by 
dangling the carrot of the Haldia 
petrochemical complex One cannot but 
raise the question is the Chatieijee-Soros 
Fund Management also really after real estate 
business'' 

Five, no estimate or even rough indication 
of the possible extent of job creation in a 
state burdened with huge unemployment 
and job-loss due to industnal stagnation and 
decline as well as sickness and closure ol 
industnal units is available 
It IS still possible to argue that, given the 
constitutional, political and financial 
constraints, from the early days of assumption 
of power in the state the Left Front 
government was beset with the difficult and 
formidable problems of bringing s 
turnaround in (he situation and that noothe{ 
options were available 
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Yet the Lett Front policy could have been 
radically diI Icrent from what was announced 
lai>t September This is not wishful thinking 
divorced from ground realities In fact, the 
Industrial Policy announced by the Left Front 
in 1977 on first assuming governmental 
power had a distinctly, in fact, a radically 
different perspective' 

It stated, among others, the following 
“The major goals ol the Lcit Front 
government over the long run should be (a) 
reversal ol the trend towards industrial 
stagnation (h) arresting the growth ol 
unemploymcnl and providing lor increased 
employment in the industrial as well as 
agiicultural sectors (c) encouraging the 
growth ol small and cottage industries, (d) 
lessening the stranglehold ol monopoly 
houses and international linns on the 
economy ol the state Ic) encouiageineni ol 
indigenous technology and industrial sell 
reliance tl)gradual expansion il the public 
sector and fg) incieasine ihc coni'ol ol the 
actual produccis that is the workers over 
the industrial sector further Ihedillercni 
goals mentioned above are iniciconnccied 
The announced policy basing several 
interrelated coniponenis pioposed a luiinhet 
ol specific measures and iiistiumcnis some 
in a lairly detailed laanner lor attaining the 
goals inenlioned above 

A similai policy perspective was 
real firmed in some ol tin caily 1 cit Front 
governniem docuinenis I or example even 
alter acknowledging the constraints ol the 
stale government the lionoimc 
I9S0 HI slated The basic consiraiiiis on 
production aie rooted in the tinequ.i' 
disiribution ol the ownership and control ol 
productive isscis in the dilleieiil siciois ol 
the economy The essence ol |ihe| policy 
measures has been to tiv to reorder within 
Ihe limned powets ol Ihe slate goveinmeiil 
this paitcrn ol disinbuiion in l.ivour ol a 
more equ.il siiualioii These me isures 
therclorc hadlobercdistiibuiiveinn iiute 
not simply loi the sake ol redisiribuiion 
but. more 'uiidamenially in the interest ol 
production ilsell (I H I9\()-HI o I. 
para I 4) 

With respect to the maior piivate sector 
industries the same > t oiumnt Rex u t spoke 
ol the 'consiiaints looted in the structure 
ol owneiship and eoniroi ol the industiy' 
and stressed the need tor taking dcliniic 
steps at the st.itc level ‘ to aehicvt, some 
social eonirol in the ownership and 
managcmciit ol sjic' ifie industrial units' 
f/i/f imi-HI p ^2 para 4 2) 

Post 197/PtutORMCNd 

Bul to the best ol Iho wnici s knowledge 
the 1977 polic y and a lew (i/lho< moves such 
as tormaiion ol workers co-opcraiiveit in 


coherent leadership and (hinking. working 
out of appropriate instruments and 
organisational steps and well-coordinated, 
consistently pursued concrete measures tor 
translating the policy perspective into 
practice 

With regard to the state public 
undertakings the 1977 policy document had 
slated (hat these must operate a> 
demonstrable levels ol clficicncy be Ircc 
Irom corruption and generate surplus The 
employees in these undertakings - workers 
as well as managers - must not be caught 
in a VICIOUS trap ot low pioductivity high 
costs, erosion ot nci worth and general 
indiitercncc With icicrcncc to the need 
tor training and skill .icc|utsiiion the policy 
document had stressed that ‘ workers must 
rapidly ixjuip (hem^clvcs with skills and 
knowledge so that ihcy might be associated 
with the etticicnl running ot these 
enterprises 

The document also •.pecificd (he way in 
which Ihe PSl)s might be restructured To 
quote 'The fell government mustciilically 
review the pertoiniancc ol these PSUs 
lationalisc and resiiucture them where 
necessary and put ihcm under prolessional 
managemeni Coniinuing the document 
staled their accouiuability must be 
tsi.ibhshcd not by buie uicrattc controls but 
by setting clear financial goals and physical 
targets and continuously monitoiing ihcr 
pcrtorm.incc But noihing was done at ihc 
ground level to put 'hisc policy guidelines 
iiuo piaciicc 

The icsult has been the dismal stale ot 
itlaiis ol Ihc stale PSUs By >991 92 is 
m.iny as 60 out ol 7() jiubhc undertakings 
had been saddled wuh huge and mounting 
losses (IR 1^91 92 Statistical Appendix 
pp 146-SS Table 6 26) fcven enterprises 
like Gluconaic India loimed in I9K7 and 
the on'y indigenous producer ot c erlain hie 
saving drugs like Pathedinc. have over the 
ve.irs been incurimg tosses Tcesl.i Fmii 
Vegciabic Processing lornied in l9K6and 
belonging lo a ihrusi iiea in terms ol ihc 
ic'ccnt policy declaiation docs noi have any 
maiiutactunng 'acililics and has neon 
making losses SiinJcrban Sugarbcci 
ProtessingCo, belonging toihe same thrust 
area has slopped production alter a court 
ordci under the Environment and Pullulioii 
Act The West Bengal Stale Leather 
industries Dcvelopmcni Corporation (1976) 
belonging to another identified thrust area 
with considerable growth potential has been 
making losses (/ R 1993-94, Statistical 
Appendix pp 146 5^, Iablc6 25) Inmany 
il not most ot these 70 units, the centre s 
discriminatory policies like industrial 
licensing and Ireight equalisation tan by no 
means be held responsible for their poor 
financial perlorniantc The responsibility 
lies very largely it not pnmanly, with the 


faiture of the $l«to'i^v6mttHsu to provide 
industrial leadership and forge suitable 
instruments forimplementingtbc 1977 policy 
dcci3>'aticm 

Wuh regard to small-scale industries, in 
respect ol which the state governmcni 
claims notable pertormance and progress, 
even the government data reveal a steadily 
declining pertormance over recent years 
Thus the number ol small-scale industrial 
units registered wuh the state govern¬ 
ment s Directorate ol Cottage and Small 
Scale Industries declined Irom 28,846 in 
1990 91 10 14 92 Tin 1992-93 and thereafter 
to 13.217 in 199 3-94 and the employment 
figure Icll from 1,63 132 lo 83 871 and 
iheii lo 76 035 in 'he same three years 
(tR 1994 9'x Statisiical Appendix p 143, 
I able 6 22) In ihis sector too Ihe major 
default appears to be that ol the slate 
government 

These aie some aspects ol the post 1977 
Policy pertormance and no atlempt has been 
made lo examine and assess ii in Ihc light 
ot the experience gained rctormulate il and 
work out appropriate insirumcnls and 
corrective steps Curiously enough, in the 
current disc ussions and debates there has not 
been even a casual mention ot u It appears 
that the 1977 Policy document has been 
given a quiet buiial 

Ill 

Issue of a Different Policy 

But even in Unlay s extremely dilticull 
and c (implex overall context - thi'demise ol 
the socialist system the worldwide onslaught 
ol international capiial and impcnahsm in 
Us new phase the disorientation among 
siKialist and progressive lorccs and the 
driensive posiiion in which ihc working 
class and working masses have been pul - 
the I ell Front governmcni in West Bengal 
has the poteiilial ot playing a cnlical role 
Il IS .igainst this background that the Lett 
front government s indusiiial policy 
becomes particular! V important Torcitcrale 
dc spue the prcsenc c ot lormidablcconsiraints 
It was and is still possible to work out and 
project an itidusii lai policy distinctly dillercnt 
Irom the current one Such a polity could 
pose a counlcrpoinl lo the Rao-Singh policy 
and strengthen popular mobilisation against 
the latter In the remaining portion ol (his 
note a tew indications ot such a |x>hcy arc 
presented in a schematic and synoptic 
iashton 

RifiULAiiON or Warm i Forci-s 

Despite planning (he laige role ot the 
state and bureaucratic control throughout 
the post-colonial period private capitalist 
market torces have been in operation and 
thriving at various Vvcis ol Ihe Indian 
economy and society Following the 
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tho!>e force!) have been rapidly advancing 
in various spheres West Bengal loo has 
not been tree from this and could not remain 
so even it it wanted lo But an impoiiant 
question is will unbridled play and 
(lenetralion ol private market torccs be 
allowed by the Lett I ront government' 
These need to be toniained checked and 
regulated The Lett Front government can 
introduce encourage tnd losici new lornis 
of non slalisl non dingisl but public as well 
as non corporate non private forms In 
contrast to the typical capitalist lorm ot 
enterprise run with private prolit motive the 
corporate form the Lett I ront government 
can encourage and promote co opeiatives ot 
vartous types - producer co operatives 
marketing co opeiaiivcs credit co 
operatives etc-as against statism and 
bureaucratic control as well as unregulated 
marketism In tact the state docs nut lack 
at least a few examples ot successful 
producers cooperatives lanluja in the 
handloom sector is perhaps the most notable 
instance Similarco operativesinothei areas 
too can be cncouiaged to be formed It is 
not that the September 1994 announcement 
on industrial development or subsequent 
statement by the Lett I ront dc'cs not make 
any mcntionot such co operative cnicrprises 
But this IS not accordecl much importance 
and has not yet been followed by any 
significant concrete actions and measures 
True, organisation ot industrial co 
operatives is beset with serious operational 
financial marketing and related problems 
But there is the Kamani 1 ubes case ol worker 
take-over and running ot a sick industrial 
unit Even in this state there are several 
examples ol workers cooperatives (lor 
example, New Central Jute Mills Budge 
Budge, Wire Machinerv Manufacturing 
Employees Industrial Co-operative Scxriety 
Panihati International Automobile Co¬ 
operative Workshop Calcutta Satyajug 
Employees Industrial Co operative Society 
North Howrah Hosiery etc) The Sangrami 
Shramik Union ot Kanoria Jute workers put 
forward a fairly detailed scheme tor 
organising a co-operative which could not 
be launched due lo vaiious obstacles not the 
least in importance being the stale 
government's apathy and the hostility ol the 
CITUandtheINT UC the two most important 
trade unions in the state In the case of 
marketing, (i) provision ot alternative 
marketing channels controlled by the people 
which could threaten and contain speculative 
and profiteering private market toices, and 
(ii)esUbltshmentot direct links between the 
actual producers and the consumers as well 
as the markets should have an important 
place in the Left Front government’s policy 
The government could also explore the 
formation ot managers' co-operatives incase 
of sick units and provide facilities to these 


the units. 

Even in social sectors like health and 
education launching and running of non¬ 
profit hospitals/health/diagnostic clinics and 
educational institutions on co-operati vc basis 
and through cross subsidisation could 
provide cheap and excellent medical and 
educational (acilities to the poor and non- 
alfluent sections That such schemes are 
feasible is shown by the running ol several 
well known hospiials/clinics in Tamil Nadu, 
Karnataka and Maharashtra Instead ot 
providing facilities to greedy private 
entrepreneurs lor opening highly expensive 
hospital. educational insiiiutions tor 
catering to the needs ot the affluent the Left 
Front government can provide support in 
various lorms to such non prolit 
organisations and thus project new 
alternatives 

Leu Front Govi-RNMrNT s Roi i 

In the changed international and national 
context and under pressure ot various 
agencies oriented to pnvate market forces 
the I eft Front government need not abdicate 
Its role but needs to function as a catalyst 
and play an active role in rejuvenating the 
industrial economy ol thestate Briefly, such 
a role involves among other things, the 
following 

(a) Market forces need not be eliminated 
or even suppressed, but are lo be used as 
well as contained through a mixture of 
control and regulation provision ot 
positive incentives and spreading ol risks 
The 1 eft Front government can put 
forward the perspective ot developing a 
synergistic relation between public 
institutions and private market forces and 
play a leadership role in the industrial 
scenario ot the state 

(b) It IS vitally important to identify the 
thrust areas and industries The chief 
minister s announcement has identified 
several such industries tor example 
petrochemicals electronics and software 
But among several such areas it is necessary 
to prioritise the identified thrust areas and 
provide necessary support and taci lities That 
indecision and uncertainty do persist even 
in relation to thrust areas like tannery, ship- 
bieaking and mini steel plants has already 
been referred to 

(c) As the Haldia petrochemicals project and 
electronics, two ot the several thrust areas 
are high-tech capital-intensive industries 
having limited employment potential, no 
less important is the need to protect and 
revive traditional highly labour-intensive 
industries Jute manufacturing is oncof these 
This industry has been ailing for a long time 
due to several international and domestic 
factors, one ot the most important among 
the latter being that the mills have been in 


the ftthiK ^ ffw industry,iodd^ Was 
condemned as a sick one Even the much 
publicised Arthur D Little scheme for 
industrial revival considers the future of the 
industry bleak 

But the reality is that the industry has 
good prospects and the United Nations 
Development Programme in co-operation 
with several other agencies is working on 
policies and measures for the revival, 
modernisation and diversification of the 
industry However, the chief minister’s 
announcement fails to make any mention of 
this industry and the Left Front government 
IS yet to work out any worthwhile plan tor 
the industry Similar is the government’s 
position with regard to another majoi 
traditional but ailing industry iheenginccnng 
industry which needs extenso ■ ••‘'structur¬ 
ing modernisatiO)) and technological 
upgradation 

Given the magnitude of unemployment in 
the state it is also important to select and 
promote industries with large employment 
potential 

(d) It IS imperative tor the government to 
thwart the entry ol predatory interests and 
greedy operators 7 he jute industry has been 
plagued by fly-by night operators who not 
only flout all norms and laws with regard 
to labour but also act against the long-term 
interests of production ind the industry 
Tea plantation in north Bengal is another 
industry which has drawn interests attracted 
by the prospect ot large and quick gams 
These have ranged from a large company 
like Duncan Agro Industries to new 
operators who are viitually giabbing tribal 
land, paddy and agricultural land and land 
under the Tcesta command area through i 
persuasion enticement in the form ot high { 
prices for the land and promise of jobs m 
the gardens as well as overt and covert 
pressures 'Phe point is that all this is being 
done by (i) flouting all existing laws, rules 
and regulations with regard to transfer of 
tribal land and conversion of agricultural 
land to plantation land, and (ii) evading the 
Plantation Labour Act and other laws relating 
to provident fund, ESI, etc Local protests 
have taken place and reports exposing these 
practices have appeared in newspapers, 
including the CPI(M) daily Ganashakii, but 
almost nothing has been done till now to 
prevent them These arc areas which call for 
early government action 

Issue or Privatisation 

In the current context of increasing 
penetration of private market forces and 
undermining of public enterprises the latter 
can and must continue to have an Important 
place and role However, tor that it is 
necessary to have a differentiated approach 
(i) Chronically loss-making non-viable units , 
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jmtBctiOA Id worl^ interests. <ii) ^me 
units, particularly those in businesses and 
services like lounsm and hotel industry, may 
be pn vatised (i II) The rcmai ning state public 
undertakings should be rcslnu lured and run 
along sound business lines In tact, much of 
what was said ot the restructunng of these 
cnierpnses in the 1977 Policy with emphasis 
on democratic tunctioning against narrow 
political iiuertercnce and bureaucratic control 
and on protcssional management and 
accountability remains relevant even today 

That the PSUs aic not sacrosanct and that 
some of them may have to be privatised has 
been suggested above But a tew relevant 
questions are the tollowing Why 
privatisation Mn which areas > Through what 
methods > 

One example may be of help m this regard 
Much controversy has arisen on the issue 
of handing (wer the ownership and 
management of Great Eastern Hotel to a 
French organisation AcrcAsiaP.icilic That 
the government should not normally be in 
hotel business is by now accepted m all 
quarters Bui there aic two points one minor 
and the another major 

The minor one is ihai nil 1991 92 out ot 
67 state PSUsGrcatl asiem Hotel was among 
the eight showing a positive return ■* So why 
piivatise It' But much more important is 
the method of pnsatisalion Why Acre Asia 
Pacilic and why not Peerless or the HC- 
Welcome gioup or any other organisation' 
What IS the basis ol choosing the French 
organisation' It smacks ol a clandestine 
deal Thcie has not been any competitive 
bidding or call lor tendeis The point is that 
the method of privatisation of P.SIJs must 
be transparent both at the central and 
state levels 

Here is another example ot the peculiar 
methods ot piivaiisation With a pledge to 
reopen and I un a closed factory the N.itional 
lanneiy, the st<ite government purchased 
the unit through the Calcutta High Court 
But though the government took possession 
ol the laciory m November 1992 it has not 
opeiHHl It yet In the meantime the government 
has moved the high court loi (i) permission 
to sell It to a private promoter and (ii) an 
order to the cl feet that it will never be made 
liable to pay the arrears due to the workers' 

It IS possible to give some more examples 
Allotment of prime land to real estate dealers 
on various pretexts is a much discussed one 
But such methods need to be given up 

FoRLKtN CAPriAl AND MNCs 

(a) There is no question ot barnng the 
entry ot foreign capiul altogether But there 
should not be any indiscnminateentry which 
may lead to senous problems Here is one 
example A few years back R G Brearly, 
claiming to be a resourceful British 


jut« hulls under amuigtitneflU tihver made 
public and given a red carpet welcome by 
top persons m the Left Front government 
But Brearly turned out to be a mere speculator 
out for just asset-stripping and real estate 
deals 

The government must be cautious in 
dealing with foreign capital and foreign 
entrepreneurs Only those foreign concerns 
which (0 have substantial resources and are 
willing to make the requisite investment, (ii) 
are strong in R and D, and (in) have 
professional management and the necessary 
expertise should be allowed entry into 
carefully selected areas 

(b) With regard to MNCs loo the 
govemmentwouldhavetobecareful MNCs 
may be necessary tor getting access to foreign 
markets and lor acquisition ot new 
technology But m dealing with MNCs, 
pressure needs to he put on them so that, 
among other things (i) the bulk ol their 
products are exported, and (ii) the necessary 
inputs are mobilised from within the domestic 
economy whenever they arc available Such 
policies have been pursued by South Korea 
and Taiwan along with stnet enforcement 
ol national laws 

Last year tompiticly by-passing the Slate 
Planning Board (SPB), the state government 
authorised the Boston-based management 
consultancy firm Arthur D Little to draw up 
a perspective plan for West Bengal s 
mdustnal promotion It seems that the status 
ol the PSB, like that ot the Planning 
Commission has been devalued and it has 
been reduced to the position of a state 
government department It is diflicult to 
understand this undermining ol the PSB It 
necessary help and advice trom foreign 
consultancy organisations may be sought, 
but an organisation like the State Planning 
Board can and must play an etlectivc role 

WoRxiKS iNTtnrsTs 

The tssuc ol workers’ interests is a vital 
one While trade unionism unmindful of 
workers’ duties the productivity issue and 
wider social responsibilities has to be 
discouraged, it needs to be stressed that 
under the Left Front government thousands, 
if not lakhs, ol workers have been rendered 
jobless due to closures and lock-outs as well 
as systematic retrenchment and blatant 
evasion and Routing of labour laws and 
regulations A numberofietienched workers 
have been dri ven to actually commit suicide 
Further, the wage earning working masses. 
have been under severe attack from the 
employers and have been pushed to the wall 
The Left Front government must protect the 
legitimate interests of the working class and 
working masses Some non-viabie, 
chronically loss-making units may have to 
be closed down and with technological 


workers may be rendered sur^m. tf il 
necessary to work out schemes for 
redeployment and retrai mug of such workers 
and in doing this the state government has 
to olav a sisnificanl role 


IV 

Concluding Observations 

To sum up, though the Left Front 
government has several achievements, 
particularly in relation to land reforms and 
the panchayat system, its industrial policy 
and practices have been senously flawed 
and have not been basically different from 
those of the central government 
It appears that capital, both foreign and 
indigenous, isengaged in an aggressivednve 
for imposing its hegemony under the 
protection of the Left Front government But 
despite the many constraints within which 
the state government has to function, there 
IS considerable scope for projecting and 
pursuing a radically different policy which 
can turn out to be a counterpoint for popular 
mobilisation and struggle against the Fund- 
Bank package, the offensive by international 
as well as Indian capital and the Rao-Singh 
economic policy 


Notes 

[This IS an extended version of a picsemaiion 
made at the AITUC/ILO Workshop on 
Economic Policies Development and Social 
Justice’ m New Delhi from March 22 to 24, 
1994 I have benefited from discussions with 
Sushil Khanna and Saila K Ghosh and I thank 
them I 

1 For the full text of the chief minisicr’s statement 
on ihe Lelt Front government's Industrial 
Policy announced in the West Bengal state 
assembly sceO'</mit/uikr(,Sepiember28,1994 
It IS revealing that Ihe statement was nuule 
M iihoui any prior discussion m the Left Front 
For text of the Resolution on Industnal Policy 
adopted at the West Bengal State Conference 
of the Communist Party of India (Marxist), see 
Ganashaku March 4, I99S 

2 Euiniimu Time\, Calcutta, August 24, 1994 
published a report that for the Hatdia 
petrochemical projeci a tamed labour force 
had 10 be created through careful selection and 
lecruitinent of workers and insuditng a pliable 
trade union in the plant 

1 The 1977 Industrial Policy for West Bengal’ 
was published in full in Sinial Sueniitt, 
January-February 1978 pp 103 08 
4 EH 1992-93 Suustical Appendix Table 6 26, 
pp 148-S7 The financial results of Ihe hotel 
for 1991-92 showed a profit of Rs 27 69 lakh 
andacuroulauveprofitofRs 127 S8lafch But, 
cunously enough, in 1993-94 it incurred a loss 
ofRs 109 71 lakh andhadacumulativeofloss 
of Rs I 83 lakh 

3 Na/tankManclut Pau.htmbmger Shilpayan 
Htubhetu Ki'> (‘IndusinalisaCion in West 
Bengal What Is Happening’'’), Calcutta, 
1995 p 23 
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Ihdustrialisiiig Bihar: Hie Opfions 

AKRoy 

The new guidelines for industrial development of Bihar which the state 
government IS engaged in framing should consider all the available 
options for achieving industrialisation so that what emerges is a 
genuine alternative to the dismal policies of the icntre and Bthat is 
able to give a lead to the whole country, something so long vainly 


expected of West Bengal 

THERE a well entrcnthcd impression 
outside that Bih.ir, even after basing all (he 
potential toheiome a leading mdustriai stale, 
I isdestmcdtoreinain feudal with its backward 
agriculture and awkward people However, 
after the Janata Dal’s coming to power lor 
the second lime there have been moves to 
give industnalisatioii the first priority An 
ambitious target of securing investment of 
Rs 15 (XfOcrore in the state by industiialists 
has been announced and the chief minister 
has embarked on a foreign tour to attract capital 
There are two ways of industrialisation 
and the options should be debated before 
final decisions, which will have a decisive 
bearing on subsequent development, are 
taken The lust option is to invite indus 
trialists to bring capital to invest in toe state 
This way is now popul.ir and dillercnt state 
governments arc competing to extend 
facilities and announce concessions and 
exemptions to entice industnaltsis Bihar 
has also taken the initiative in this regard, 
with the chief minister addressing the 
Confederation of Indian Industries in Delhi 
on April 25 an open house meeting m 
Patna on May 26 and a meeting of the chief 
minister with leading industrialists ot 
Bombay on June 13 The second option is 
to involve the working class to harness 
internal resources tor investment I his is the 
self-reliant indigenous way of development 
This process starts from below and then goes 
upwards Here it is more important to visii 
the industrial centres in the stale than foreign 
countries and to address conferences ot 
workers and trade unions than thoseot owners 
ot capital, to motivate them lo plas i new 
creative role Ihe technical humanp <wcr, 
ncluding scienlists technologists ul 
engineers, available in the state should ih 
invited through seminars and meetings to 
take up Ihe challenge 
Those who are connec ted with production 
or research know how hollow is ihe first 
way, though it is now becoming a cra/e in 
our country, thanks to our unproductive 
politicians No country in Ihe world has 
developed by borrowing capital or i mporting 
capitalists What is capital ’ .Skill will and 
the morale of the people is capital C an they 
be brought from outside ’ A social cn vironmeni 
has to be cmated to relea.se social energy to 
dnve the wheels of industrialisafion This 
country in general and Bihar in particular 
has everything What is needed is a new 


philosophy Bihar has industrious 
humanpowci which is found in evci y comer 
ot India It has very large mineral resources 
accounting for 42 per tent of the country s 
reserves including coal, iron ore copper 
manganese and uranium, among others The 
siatcalso hosts prcsti-gious rescarc h msiitutcs 
like the PDIL and MECON and engineering 
units such as IIEC Here the problem is not 
hick ot capital but non utilisation ot the 
capital This is true ot the wholeofihecounlry 
including Wc'st Bengal 
Thcqueslion is raised where is ilic money ’ 
The Bihar government has no money Even 
without pointing out to the ministers 
extravagance and the high pay ind perks ot 
legislators the counter question arises from 
where do industrialists get money ’ They get 
money from the banks or raise it from the 
capital niaikct Why can t the gosernmcni 
do the same' The credil-dc|iosit latio ot 
banks in Bihai isonly 37 8 per cent compared 
to 68 percent in Maharashtra and more than 
100 per cent in Delhi So Bihar has ihe right 
to ask banks to give money lor invcsimcni 
The real tear is that the money would not 
be producticelv used That means the 
government has no faith in itself Then Ihe 
government has no iighi to govern cither 
Money has functions tour as all 
economics undergraduates know but vchat 
actually matters is purchasing power whi,.h 
must not outstrip the supply ot goods in the 
market But here also the actual .ituation is 
the other way round There are commodities 
but no purchasing power Thus theie is an 
accumulation ot more than 30 million tonnes 
of foodgraiiis in the FCI’s godowns and 
pithead stocks ot coal exceed 40 million 
tonnes Similarly icxiilemills are closed lor 
want of buyers ot cotton cloth and so are 
the cement vanaspali, paper and asbestos 
mills of Rohtak Inclustiics in Hihai itsell So 
even if some extra money or purch.ising 
power goes lo ihc poor workci s hove can that 
adversely ailed (he market it Ihe holes in 
the public distribution system causing prices 
to nsc are plugged ’ 

II 

Belore .m step is taken for industria¬ 
lisation, coircc t knowledge about Ihc position 
of industries at present is required Bui the 
Bihar government has no report about the 
number ot industrial units running in the 
state and those lying sick or closed, the 


bloduadandihemuiibt^of^peivmsuiimi^ed 
as a result The statement of the industnes 
minister ot Bihar in the assembly in this 
budget session did not throw .iny light on 
the mattci Accoiding lo the union laboui 
ministry out of the total 256 lakh woiking 
people in Bihar in 1991 some 111 lakh were 
engaged in cullivation, 95 lakh were 
agncultui tl labourers and 3 2 lakh, 4 5 lakh 
and 5 8 lakh respectively worked in mines 
household industnes and organised industnes 
According to a recent report out ot 325 big 
and medium industrial units in Rih ir67 had 
been rcleiicd to ihc BIER and ot these 17 
had been recommended toi sale, mduding 
HEC of Ranchi But these (O ipaii the 
condition ot Ihe oihci units is npi known 
Similarly, out ol I 66 000 smill scale 
including handicraft umis, about 49 fKX) iic 
lyingclosed Gcnenlly south Bihai is known 
tor industry and north Bihai loi agriculture 
But even m north Bihar industrial estates 
have been established in every distnct vvith 
Mu/allaipui <is the headquarter Thomands 
(>t acres ol land have been acquired and 
croics )lrupees! I loanshneK'cn.advanced 
But these indiisiii il L. well MS hivcwiihcicd 
awayandtiicindu i iil Minis iicivin<’( loscd 

I Ol piCScIlbll'C ill! OMICCi eCOMOIMK MUl 

politic al rcmedic s ihc condilion ol (he p<iliciil 
must be known So ihc goveinmcni must 
come out with a white jiapci on industries 
in Bihar giving all ihe relevani inf<)rm.ition 
so that propel guidelines can be trained loi 
indusirialisalion 

For decidine the piiorities m Ihc process 
ot indiislii ilisation also there aic two 
approat lies One isiobiingnewinclusiiiahsts 
and si.iii It! w imiis in luu pi ices I his 
appro.ich IS ni wpopul n since it li.is.i vuic 
value The second is to start wiih existing 
units, whelhei running or closed In Bihar 
whcic It IS not that there arc not a sufficient 
number ot indusiiial units but ihat ihesc arc 
not in good condition, the second approach 
IS dclinitely to be prctcried tor vaiious 
reasons Fust ilie existing units can be 
rea..tivatcdimnicdiaicly with relatively small 
resources as ihc mliasiruciure is already 
there Second it ihc stale s house in legard 
to existing indusiiies is set m order that 
would ilscll atiraci new investors and 
investment without the government having 
to run after them Third it the disease is not 
known and ciiu is not certain, then adding 
new mdusiiies will only nwan more potential 
patients to those alieady there in the industrial 
hospital Laying loundation stones and put 
tin up new sheds without producing 
anything lead not only to waste but also to 
theojiening iipol newi hannelsol c on upiion 
in purchasinc'aw matci ills like > oil skcl 
etc al concessional i.ilcs md ilien disposing 
them ol III the black maikci In Dhanbad 
district llieie .tie so m.iny sucktake lactones 
Opening closed units is iiscll the biggest 
source of capiial in Bihar 
Tlic indiisiital units are in three sectors 
public, joint and private Like chanty. 
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tr^bfUe > Wlw ^ {Wlc Se^or, niitig 
Tint the state electricity board which atone 
incurred a loss of Rs 3 1 3 crore in 1993-94 
The board produces and distributes 
electncily, making losses in both activities 
With an installed capacity of 1,440 MW, 
actual generation is only around 300 MW, 
I e 20 per ccnl compared to the national 
average ol about 55 per cent What is more 
about 45 per tent ot what is generated is 
pilfered through unauthorised connections 
Du we need multinationals todcal with these 
problems > Where thelt and negligence arc 
the problems what tan high technology do’ 
It West Bengal once famous for load¬ 
shedding tan become surplus m electncity 
without calling in any capitalists why not 
Bihar’ It Laloo Yadav has decided to go 
foreign' following in the footsteps of Jyoti 
Basu, why does not the electricity minister 
visit the power generating units following 
the example ot Shankar Sen the West Bengal 
power minister ’ Next comes stale transport, 
another vshite elephant eating up Rs 23 
trore in |Od ^-94 By ending corruption in 
the depots and repairing roads this li ss can 
be wiped out in six months Money tor 
repairing toads can be collected from the 
vehicles using the luads as is being done 
in Madhya Pradesh A study on fuel 
economy by a group ot engineers has shown 
that simply by repairing the roads 
transportation costs i an be reduced by 30 
per cent 

There arc ''9 industrial units in the swvtc 
public sector with a capital investment ol 
Rs 3 000 croic apart from land and other 
immovable properties There arc also 
outstanding loans ol Rs I 200 crore to them 
3 he losses ol these public sector units so fai 
exceed Rs I OOOcrorc The sick public sector 
industnal units include the prestigious Sindn 
superphosphate factory the electrical 
equipment factory in Ranchi the scooters 
projects and the silk mills in Bhagalpur To 
the list has now been added Rohtas Industries 
ot Dalmianagar producing many things of 
public utility The government is looking lor 
buyers or, more appropriately, scrap dealers 
to dispose ol these units without exercising 
Its mind over rehabilitating them In the 
government’s Rs 2 500 crore Plan budget 
there is no mention of any spending on that 
The extent ol the spiralling losses ot these 
units will be clear from one example The 
Sindn superphosphate factory, the first public 
sector industrial unit to be set up in Bihar 
at a cost of Rs 2 crore on 51 acres of land 
with office, factory and living quarters and 
with all infrastructural facilitiesJike road 
and rail communications and supply of water 
and electricity, was closed m 1989 - after 
yielding production and profits from the late 
1950s - simply tor the lack of Rs 20 lakh 
for repairs Due to dithenng the amount soon 
rose to Rs 50 lakh and now the chemical 
plant IS completely ruined after remaining 
idle for five years It is being said that its 
renovation would cost Rs 12 croreinaddiuon 
to Rs 2,5 crore for payment to the woifters 


day of delay ihamHKi tne cost of 
rehabilitation Three factors are important 
for rehabilitation availability of raw 
materials, marketability of the finished 
products and suitability of the technology 
Where these conditions are fulfilled the work 
of rehabilitation should be started 
immediately When two of the three 
conditions are satisfied, it may lake some 
time There may be doubts and differences 
of opinion where only one or none of the 
conditions is satisfied However, most of 
the public sector industnal units to be put 
back on their feet m Bihar tall in the first 
two categories 

III 

According to the new economic policy 
announced in July 1991 the government will 
nut run industnes lather industnalists will 
run the government How industrialists will 
run the government will be tested in the 
coming election but the way they have been 
running industries has already become a 
matter of concern for all If nationalisation 
has failed piivalisation has proved worse 
The Tatas and the Birlas arc the two top 
private business houses The Bihar 
government alfr taking over one private 
secturclosedumt Kumardhubi Engineering 
Works m Dhanbad district, handed it over 
to the management of theTatas for its running 
However, the magic ot private management 
tailed to click .ind the factory is now getting 
closed again The sameis the case of an alloy 
steel unit in Ha/anbag district where in the 
guise of joint st ctor the Birias were inducted 
into the manigcment 3o this is a class 
phenomenon 1 he comfort loving creamy 
layer ol the coup ry which produces the top 
officials and ipiplo^ees has become 
thoroughly incapable of shouldering 
responsibilities and taking risks and so has 
become unfit tor both the public sector and 
the private sector and arc fit now only for 
the scam-prone self-sector 
So now when the pnvate sector is ailing 
and the public sector is failing what should 
be the new pattern Bihar should aim tor in 
industnalisation lor proper use of capital 
and labour’ The motive behind publicising 
the failure ot nationalisation is not re¬ 
privatisation, as is commonly believed, but 
internationalisation by tying industries to 
global interests Hence the search for 
multinationals to take charge To pave the 
way lor smewth transfer of our ‘industrial 
sovcicignty’ a suitable psychological 
ens ironment is being created by propagating 
an then culture through English-meditfm 
edut. ation and theCNN-tied electronic media, 
inlccting the growing generation from 
chitd|wod So there arc the GATTagreement 
and foreign tours in the course of which one 
chief minister, NTR of Andhra Pradesh, is 
reported to have even praised British 
colonial rule in India without evoking much 
protest at home - something which would 
have been unthinkable even a decade ago 


woiTibd abodt, tp te rtM tt id t iidfsanoh of 
industnes and the industnal potential of the 
states, for which the chief ministers are 
undertaking their tours abroad, is a far worse 
alternative Phis country has had sad expen- 
ences with multinviiionals before and alter 
the Bhopal gas disaster which exposed both 
their ineptness and social callousness Now 
has come the Enron episode The obnoxious 
terms brought to light show neither better 
management nor greater economy ,md 
efficiency and the whole project has become 
unpalatable even to a government which 
cannot certainly be call^ anti-industnalist 
The same spectacle is being enacted in Bihar 
where for the Piparbar project of Central 
Coalfields an Australian company has been 
brought in as the super-management and it 
has brought even i cliiver from Australia at 
ten times the pay ol an Indian dnver, 
reminding one ol the early days ot British 
raj and making a mockery of our 
constitutional provision assuring equal pay 
tor equal work Capitalists, to be sure, start 
industries not tor chanty but for profit But 
indigenous industry creates employment and 
adds to self-confidence, it also generates 
surplus leading to the setting up ol other 
industnes But if industnes are brought from 
outside, they lead to closure ot indigenous 
industnes, create unemployment and erode 
self-respect More capital is drained out as 
surplus than is brought m Now we have to 
choose who to follow Dadabhai Naoroji or 
NTR The problem is compounded by the 
latter being the chairman of the National' 
Front, even alter causing the biggest affront 
to national sentiment 

So when private sector managements, 
government officials and multinationals have 
failed, what option is left and which class 
IS to be depended upon lor industrialisation’ 
The only class that can be relied upon is the 
working class Not only should there be 
workers participation in management us 
enjoined in the Constitution but workers 
must have a share in ownership, either 
partially in the form of ajoint sector or fully 
through workers' co-operatives In all closed 
units workers' dues should be converted into 
equity, making them the owners of the units 
when they restart In all new units, whether 
in the public or the pnvate sector, at least 
one-third of the shares should be reserved 
for workers with an effective say m the 
management There is a notion that workers 
arc anti- production, propagated by the elites 
who are themselves now the most 
unproducti ve overheads m society A survey 
of sick industnes in Dhanbad showed that 
the closure of only 6 out of 110 closed units 
in the distnct had any connection with the 
labour disputes 

The new guidelines for industnalisation 
which are to be framed in Bihar should 
consider all these options Let there be a new 
start with an alternative to the dismal 
industnal policy ol ihc ccnire and let Bihar 
give a lead to the whole of country, so long 
vainly expected of West Bengal 
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Homage to an Honorary Ikofef 

Ohruv Raina 

Some fundamental issues in Joseph Needham 's monumental Science and 
Civilisation in China, the manner in which it was to reshape the 
perceptions of the non-nest and the questions of historiography that 
came up along the vt ay 


Rembrandt painting AnstotlcLontempUting 
the bust ul Homcrw ishimsclkontemplatmg 
the bust ol Homtr It was an authentic 
Hellenistic iiniiation of a Hellenic 
reproduction of a statue lor which there had 
never been an authentic original subject 
— Joseph Heller Putuie This 
THE raging polemic on the nature ol science 
and Its relationship with social development 
isnotavciy recent one And though the 19th 
century may be c harac tensed as one w hcrein 
the notion ot the value neutrality ol science 
appeared to have been widely prevalent 
within the community of scientists and their 
public, even then voices of dissent were 
fairly common Foi example it appears today 
that the dedicated progiammc France was 
to embark upon, having to do with the 
founding ot an innovative scientific and 
industrial research system dates back to the 
troisieme republique An era marked by 
presence of renowned scientists such as 
Pasteur and Berthelot In this burgeoning 
age of state sponsored scientism the voice 
of protest was that ol Francois Brunetiere, 
a protest that was characterised by a 
romantic rebelliousness and that contested 
the providence of the New Atlantis In other 
words the rhetoncal promise of science was 
offset by the aberrations that distinguished 
the portrait ot an emerging technological 
civilisation 

However towards the 1920s and more 
concretely by the 1930s a very different kind 
of movement was taking root within the 
scientific circles ofCambndgc-a movement 
that took congnisance ot the problematic 
nature ot a value neutral science ol the 
manner in which science came to be 
implicated in politics a case in point being 
that of the science ot racial hygiene or the 
eugenics programme, and in tune with the 
crisis marking the post first world wai years 
where science lor the lirst time science was 
caught in the act (to use a later day Oppic 
ism) ol doing ‘the Devil s lob’ 

The movement counted amongst its ranks 
a bnlliant bunch ot scientists who initiated 
a serious examination on the social relations 
of science, in the hope that they would be 
abletodecipherthecondiiions and structures 
required to ensure th.il the benefits ot 
scientific knowledge and technological 
advance would diffuse equitably among all 
sections ot society, and further (hat these 
benefits would be accessible to ill As bas 
been well dtx-umented in the liteiature, these 
scientists included) D Bernal J B S Haldane 
Hyman Levy, Joseph Needham and 1 anccloi 
Hogben The programme drew its inspiration 


from radical socialist politics and through 
their writings and active participation in left 
wing politics they attempted to gi ve substance 
to their vision ol the distinctive place of 
science in socialist transformation and 
the idea that science progressed best 
under a socialist system, for among other 
things It would not be vulnerable to tbe 
commoditisation that threatens it under the 
capitalist system 

Through their popular writing on the 
sciences they were able to provide a new 
direction to the then prevalent thinking on 
science and politics as Europe trotted 
perilously into the ominous 1930s In what 
follows I shall not discuss the group as a 
whole and their role in articulating icntiquc 
ot eugenics or the activity of the trade union 
of scientists founded by them (ASeW), for 
this has been dealt with in detail in a now 
extensive corpus ot wnting and Werskey s 
classic (1978) has done the subject adequate 
justice Joseph Needham's (1900 95) 
fundamental contribution to altering the 
perspective of a generation and his 
canonisation as a very important cultural 
ligure will be the subject of subsequent 
discussion 

Popular recantations of the intellectual 
biography of Needham trace back the origins 
ofhis fascination with the history ol science 
to the textbook he wrote on Chemital 
I mbrsologs m three volumes and that 
contained a 3(K) page history ot embryology 
As a bookmark, that surely is an interesting 
point but the histonan of ideas would ask 
whether it is possible to identify in this 
transition the seeds of the Needhamian 
project, in other words was Needham’s 
signature already evident While prowling 
around tor pre-Marxist influences on 
Needham, it is rather interesting to discover 
that Needham was fairly impressed by 
George Sarton s work (1927 48) on tnlro 
duclwn lo ihe History of Science, where for 
the first time he encountered a detailed 
mention ot the contribution of Chinese 
civilisations Rut as Thackray and Merton 
(1972) have pointed out, as far back as 1927, 
uNeedham first approached Sarton for advice 
on the history ot embryology 
It would be relevant here to say a word 
about Sarton,* for (hen in contrast we would 
be able to appreciate Needham’s path a little 
better George Sarton was the first to give 
the history ot science both its professional 
and cogniti vc identity Thchistory of science 
was tot him dominated by a philosophic 
conception that consisted in demonstrating 
inductively 'the unity of knowledge and the 


dhity of 

enfi^ed by the sciOTtisiS of tw 
JPthcentuiy This is one of the msons my 
in the post-second world war years with tbe 
demise of positivist and Eurocentric 
conceptions of science, Sarton’s conception 
of the history of science has been shelved 
If one were looking tor prefigurations of 
what came to be considered Needham's 
'embracing vision', in his early work, then 
It becomes necessary to forefront the fact 
that even as a biologist he was looking for 
non-reductionist ways of researching the 
biological world, and this recognition ot the 
limits ot leductiomsm was to percolate into 
his decoding ot the science and society 
relationship As the Japanese histonan ot 
science Shigeni Nakayama and tbe physicist 
Maunce Goldsmith (1966) have pointed out, 
in this evolving vision ot Needham, contra 
positivism, the history of science was to be 
integrated with economic and social history, 
not in any reductionist or deterministic sense 
Science was to be considered as part ot the 
fabnc ot society, and not an “autonomous 
delving into nature’s mystenes” 

Between Sarton’s inauguration of the 
professional discipline of the history of 
science in the 1920s and Needham’s formal 
decision to embark on the history of the 
sciences of China in 1938, there is a watershed 
event in the external history ot science, and 
this had todo with the International Congress 
on the History of Science and Technology 
held in London in 1931 The meeting proved 
histone on more than one count On the one 
hand the papers presented by the Soviet 
delegation, particularly the one by Bons 
Hessen on Newton’s Principia and its social 
and economic context, were to open up the 
discipline afresh histonans ot science, within 
the Marxist mould had a new exemplar for 
approaching the science society relationship 
And the group of British scientists under 
discussion were influenced by the approach 
presented at the Congress Secondly, they 
were able lo maintain ties with their 
colleagues from the erstwhile Soviet Union, 
and were subsequently duly impressed by 
the Soviet efforts in science and planning 
This programme was to serve as a template 
for a number of nations freeing themselves 
of the yoke ot imranalism, in the planning 
of their societies* 

In the 1930s Needham came to be 
introduced to the language and culture of 
China through his Chinese collaborators, 
such as Lu-Gwei-Djen at Cambndge Over 
the years he had spent at Beijing he was able 
to give substance to the project that was later 
to prove monumental He arrived in China 
in 1942 and was there till 1946 as Director 
of the Sino-British Co-operation Office 
Between 1934 and 1980 five volumes of 
Science and Civilisation in China were 
published Without goingunto the details of 
this gargantuan exercise, I shall bnefly touch 
upon two or three fundamental issues in his 
woilt, the questions ot historiography that 
came up along the way, and the manner in 
which It was to reshape the perceptions of 
the non-west 
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m which the questions posed by historians 
of science are themselves determined in the 
central preoccupations of their own times. 
In fact, a remarkable illustration of this 
genre of sociology is Loren Graham’s 
contextualisation (198S) of Hessen’s reading 
of the social frame within which Newton’s 
Principia appeared. (Shades of Heller’s 
Rembrandt painting Aristotlecontemplating 
the bust of Homer.) Such an undertaking in 
the case of Needham would be an enormous 
undertaking beyond the scope of this note 
and the author's abilities. Nevertheless, as 
far as Needham's times were concerned I 
shall tentatively venture two hypotheses. 
Firstly, by the 1920s and certainly by the 
i930s the idea that science was a self¬ 
validating discourse produced in the west 
had just about run its course - and despite 
the Vienna Circle, the shaky foundations of 
the Kantian arch of knowledge was becoming 
increasingly apparent. Secondly, for those 
who reluctantly either went along with the 
neutrality of science hypothesis, or its 
instrumental variant, the use-abuse model, 
or for those in the crisis-ridden 1930s who 
wished to rediscover in the scientific 
renaissance a new humanism, the idea that 
the scientific revolution in Europe was the 
major landmark in the recent history of 
civilisations became a central preoccupation. 
The history of science on the other hand had 
to reckon with a situation where the internal 
accounts of science were unable to offer an 
adequate account of Europe asthe privileged 
site of the scientific revolution. 

It was into this space that Needham and 
other external historians of science moved 
in. Internalisni was unable to address “the 
intellectual, philosophical, theological and 
cultural .systems of the Asian civilisations". 
In Needham’s own words “the great 
stumbling block here for the internalist 
school of historiography of science is the 
central question of historical causation. 
Scenting economic determinism under every 
formulation, they insist that the scientific 
revolution, as primarily a revolution in 
scientific ideas, cannot have been derivative 
from some other social movement ...they 
do not like to admit that .scientists have 
bodies, eat, drink, and live social lives 
among their fellowmen". Elaborating the 
framework of Marxist social history of 
science. Needham was to point out that 
gunpowder, paper and the magnetic compass 
were to play a central role in the 
transformation of European society, for the 
arrival of gunpowder marked the end of 
European feudalism and the magnetic 
compass in the hands of western explorers 
launched the modem capitalist age. And yet, 
these were all discoveries of science in Chi Aa 
that emerged from the experiments in 
alchemy and geomancy undertaken by 
Taoists. A situation wherein a set of 
techniques could produce different responses 
within different cultural systems implied 
that there were no properties immanent to 
either sciened or its methodology, rather the 


course of the science and its dissemination 
within society. 

This led Needham to ask two sets of 
questions. The one was but a logical 
consequence of a post-positivist conception 
of science, and had to do with the premiss 
that different culture.s read phenomenon of 
nature in ways which are decided by how 
they derive their prionties. In fact, a couple 
of years ago the journal of the history of 
science Isis did a recapitulation of the 
historiographic upheaval that followed in 
the wake of Martin Bernal’s recent work. 
David Pingree in his paper (1992) that 
appeared in the volume reconfigured a central 
proposition that Needham was articulating, 
that while civilisations exchange scientific 
knowledge, each civilisation subsequently 
transforms what it receives along entirely 
new lines. Needham himself put forward 
this proposition in a specific context, that 
of a discussion on the Phinse di.scovery of 
magnetism: “The Chinese were so much in 
advance of the western world in this matter 
that we might almost venture the speculation 
that if the social conditions had been 
favourable for the development of modern 
science, the Chinese might have pushed 
ahead first in the study of magnetism and 
electncity, passing to field physics without 
going through the stage of ‘billiard-ball’ 
physics.” Needham obviously gives away in 
a moment of weakness to his predilection 
for field theoretic approaches in favour of 
corpuscular physics 

lire second question betrays a foundational 
epistemic commitment of modern science as 
a cultural universal Which is why it is 
problematic, and there are those who rightly 
wonder whethci it r ouiii be asked at all. His 
close to romantic tasciri..tion with China led 
him to wonder why il in scientific and 
technological terms China was lar advanced 
over the Europe of 1400 AD, it tailed to 
develop a modern scientific culture similar 
to that of Europe. The causes for the non- 
occurrence of an European variant of the 
scientific revolution Needham traced to the 
social organisation ot knowledge and the 
social relations of produt non within Chine.se 
society. Working out of a canonised causal 
model that purported to explain the conditions 
responsible for the scientific revolution in 
Europe, Needham suggested that within 
traditional Chinese ^uciety large-scale 
hydraulic works were under the control of 
a centralised bureaucratic stale. Technology 
under such circumstances served the role of 
securing the power of i*ie emperor against 
fissiparous forces. Secondly, unlike in 
Europe the rise of modem science in China 
was inhibited by the political impotence of 
the Chinensc merchant class, which within 
traditional Chinese social hierarchy was the 
least esteemed class, while it was this class 
in Europe that played a fundamental role in 
furthering the scientific revolution. In the 
literature this has'2ome to be referred to as 
the Needham thesis. As suggested above, 
this modality of interrogating the past of 


it was also common to roost cultures. 

The assumption came under attack fior 
a host of positions, expressing romanti 
reservations about science as well as whs 
might today be classiEed under the rubri< 
of ethnosciences, we shall come to thesi 
objections a little later. We shall first refe 
to the concerns of those who drew thei 
inspiration from Needham's cultura 
universalism. In non-European contexts 
Needham’s oeuvre became a source o 
inspiration for the reconstruction of thi 
cultural resources of a diversity of culture: 
and nations. (In India, within certain circles 
a lament often heard relates to the absenct 
of a Needham equivalent in India. And anj 
number of attempts have sought to redres: 
this void, if so it were.) The central questior 
po.sed within this framework, in non-Europe 
was of the following nature: “...to whai 
extent was the appearance of modem science 
in other areas of the world a consequence 
of cultural factors, and to what extent wat 
it a concomitant of the non-development oi 
specific socio-economic conditions 
associated with the privatised profit-motive 
of capitalism?”. 

These efforts were possibly the 
consequence of the alignment of the 
reconfigurations under way in these non- 
European societies, that had just broken 
away from colonial rule. Needhamian 
ecumenism, or the idea that modern science 
visualised in historical time was a “product 
of many civili.sations and the common 
property of all mankind”, struck a resonant 
chord among third world intellectuals of a 
progressivist persuasion. However, the 
presentism evident in his ecumenical 
metaphors has often rendered Needham 
vulnerable to the charge of temporal 
solipsism, that he sometimes suspends 
historical context. A typical passage that 
endears and simultaneously distances reads: 
“If one defines science as modem science 
only, then it is true that it originated only 
in western Europe in the 16th and 17th 
centuries in the late Renaissance, the life of 
Galileo marking the turning point. But that 
IS not the same thing as science as a whole, 
for m all parts of the world ancient and 
medieval peoples had been laying the 
foundations for the great building that was 
to arise". However, in another passage from 
The Grand Titration, the metaphor of the 
tributaries and streams of knowledge 
neutralises some of the ahistoricism evident 
here. Matthew Gutmann feels that this 
temporal solipsism is not in tune with the 
general tenorof Needham’s work. This might 
surely be the case, for the problem resides 
within the project of the history of science 
itself - apointmadewithinanothertradition 
of the history and philosophy of science and 
expiated by Bachelard as well as Canguilhem. 
of how the past of science would present 
itself as different from the newer horizons 
of scientific theory. There is thus a dialectic 
of tanslation, seen as “the creation of a link 
that did not exist before and that to some 
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extent modifies two elements or agents**, 
and the research frontier of science 
However, for those outside the ecumenical 
picture of science the Needhamian thesis 
carried little weight One way ol summing 
up the argument ol Claude Alvares (1979) 
is to suggest that trmsiultuial evaluations 
aie not possible and that science in each 
culture IS an tthnosciciicc that ssestern 
science cnicigcs is the measure of 
civilisational achicvemenl when a culture 
sets the domination ol nature to be the highest 
norm I his is an argument put lorward in 
a dillercnt loim bv S li Nasr (1976) in 
diawing a distinction between modem 
science and Ihe sacred sciences ol the past 
I he pioject ol modern science lor him 
commences in a desacralisation of naluie, 
and It IS the notion of gnosis in the eastern 
civilisations that has inhibited aggression 
and warfare In the foreword lo the filth 
volumeot Snetu t andC ivi/unnonNcedham 
responded to this romantic outburst tor he 
saw in It the constituent elements ol the 
romanticism ot the 1930s 
Responding to radical cultural relativism 
and It IS easy to recognise the ghost ot Na£i 
Germany in Ihe background, Needham was 
to write riiere is a dangci to be guarded 
against the danger ol tailing into the other 
extreme and ol denying the tundamental 
continuity and universality ol all science 
This could be to lesuriect the Spenglerian 
conception ol the natural sciences ol the 
variousdcad non buiopeancivilisalionsas 
totally scpaiaie immiscible thought patterns 
more like the distinct works ol art than 
anything else a series ol ditterent views ol 
Ihe natuial world irreconcilable and 
unconnected Such a view might be used as 
the cloak ot some historical lacist docirine 
the sciences ot pre mcKlern times and the 
non Luropcan cultures being thought ol as 
wholly conditioned cthnic.ill> and rigidly 
conlincd to their own sphere, not part ol 
humanity s broad onwaid march 1 uriher 
besides raising the bogey ol iidical 
incommensurability that icjccts the 
possibility ol common understanding 
beiwecncuiluiesandthelikelihcHKlol mutual 
exchange it denied these non B iiropean 
cultures Ihe contribution lo the univeisal 
body ol learning I o the aigumeni concern 
ing the desacralisaiion ol nature Needham 
lespondcd that such a ic.iding overstressed 
the metaphysical determination ol scientilic 
ideas and theories ind underplayed the lole 
ot social and economic piessures And 
Imally there was no historical evidence to 
support the l.ici that the east was anv less 
tree ol conflict and warlaie to be counter 
posed to the essenlialised aggressive west 
armed with the weapons ol modem science 
In a piece written under the pseudonym 
Holoienshaw (1974) about himselt 
Holorenshaw lelericd to Needham is an 
‘Honorary Taoist’ (or baoist Heie he 
mentions that he had spent his hie s eftorts 
in attempting to bridge iluee irreconcilable 
contradictions On the one hand, thcic was 
science and iis appaiciit opimsiic leligion 
then he attempted to show that the religious 
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socialist politics, a reconciliatJofi that a 
number of Needham scholars attempted to 
grapple with Kovel (1989), for one refers 
to him as a Chnstian communist, for he was 
simultaneously a practising Christian and a 
devoted communist His Christian pious¬ 
ness, Kovel was to allude to as “pantheistic 
mystical Christianity’ his brand ol 
communism Goldsmith (1976) would call 
“idiosyncratic Marxism And finally, he 
worked towards the reconciliation ot the 
east and west, opposing very stiongly the 
broad brushing of the ‘Orient under one 
rubric without respecting the dillcrences 
between the vai lous cultures and civilisations 
that It contained 

Today scholars arc waiy ol Needham’s 
sometimes uncritical laith in dialectical 
materialism th.ti it lacked an appreciation of 
the human subject, of his belief in adialectics 
of nature predicated on a philosophy ol 
natuic that did not specify where Ihe human 
order differed from the natural order, ot a 
holism that sometimes ignoied the spcci ticity 
of Ihe parts and yet he is often seen as 
opposed to the “entire post Cartesian 
tradition ol academic discourse 1 his rather 
novel mannei ot situating Needham does not 
merely come from his lejeclion ol Ihe 
cumulative model of the growih of sc lentif ic 
ideas of his rejection ot value ticc science 
and his commitment to an oiganicism that 
departed from the idea that science was the 
primary instrument lor the subjugation of 
Ihe inscrutable forces ol nature and 
reconceiVed it as the activity that aspired to 
bring natuic and human beings into 
haimonv This post-Cartesian departure in 
Needham s historical leconcepiualisatioii 
resides m Ins dialectical appiehensioii of 
science and Ihe newer horizons scl by 
coniemporaiy scicntilic theory oi as 
Gulmann says the ever contemporary 
manilcstation of science, viz modern 
science - he is thus able to circumvent static 
Caitcsian categorising 

I have not gone into the details ot the life 
ot Joseph Needham, that was interesting in 
itsowiirmhi nor extensively dclibciatedon 
the political side ol his personality which 
was ecjually enigmatic For in the 193{)s 
he along with Bernal and olhei members ol 
the C ambridge Left had turned lo the 
erstwhile Soviet Union and Soviet science 
lor ii provided a concrete alternative to 
capit'lism Blalf a century later he was to 
lumin.ue about Ihe days when the Soviet 
Union siill had the dew on il and since 
then It IS becoming fairly evident that 
there aie some techniques and practices that 
socialismcould usefully take from capitalism, 
and there is a general move in China, 
Hung,try Yugoslavia, etc. towards a mixed 
economy ’ As Marxist and internationalist 
he supported the Maoist revolution in China 
And n was through his studies on Chinese 
science that within the domain of western 
scholaiship he was able to institute the 
import.ince ol investigating ‘the regional- 
ti adi I lo.ial sciences" as the very precondition 
to ccumenisation" The Marxist who 
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extremely seriously, who kfibke through his 
alter ago Henry Holorenshaw of how he was 
liberated from the Gnostic and Manichean 
heresies “which attnbuted all evil to matter, 
and took all sex as sin” Having been liberated 
from this religious opium, he found it 
necessary to extricate himsell from the 
clutches of the Eurocentrism underlying the 
positivistconccptionol science - “scientific 
hashish” And so Holorenshaw asks 
‘Without these liberating influences, how 
could Joseph Needham have found such 
sympathy for those who felt the numinous 
quality in the symbolism ot Krishna’s sport 
with the Gopis, or above all responded in 
China to the great Taoist alfirmation, I 
Yin 1 Yang wei Tao’’” 

Note 

* Politically Sarton was of a Fabian socialist 
persuasion and was influenced by .Shaw and 
Wells 
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Appropriating Environmental Concerns 

< 

Suman Sahai 

Environmental issues have been included in the agenda of the World 
Trade Organisation despite the near unanimous opinion among 
environmental groups that liberalisation of global trade would itself be 
ecologically damaging Environmental issues are alreadv being misused 
to set up protectionist trade regimes that will selectiveh benefit 
developing countries 


APART from the obvious problems l.iting 
ihc environment today, an emerging matter 
ol concern is the way in which the 
environment is being hpacked by tiade and 
tommercc bodies like GATT and W TO and 
liowenvironmental issues aie being misused 
to set up protectionist trade regimes that will 
I selectively benefit the industrialised nations 
This ticncl must ne resisted by dc\eloping 
countries and the problems ot the environ¬ 
ment seen in a genuine contest sothat sensible 
cflorts can be made to consci vc what is left 
The tiiial aclol the GAIT Uruguay Round 
had taken delinitive steps in linking trade 
and environmental standards and set up an 
extra committee to look into this At 
Marrakesh whcie GATI ended and WTO 
began, the ministciial meeting ratilicd the 
inclusion ol environmental issues as part ol 
the W lO agenda This was done despite a 
unanimous opinion among enviionmeiital 
groups that libcialisation ol global trade 
would be ecologically damaging It is a 
matter ol great concern that the WIO is 
including several other issues ih it have 
nothing to do with trade in its agenda 1 he 
WIO chief Ruggiero himsi.ll has made a 
public commitment to place such non ti.u'c 
lactois like environment and social clauses 
high on the list ol the WTO’s agenda 1 his 
wascicarly tobenelit thcpowerliil industiial 
nations and destroy whatever advantages the 
dcvleoping countries might have 
A discussion on environmental matters is 
not within the pui view of WTO As a mailer 
of fact It IS not even equipped to deal with 
these issues There are several sep.irale 
international bodies to discuss the 
environment, a> there are to discuss all the 
other faclois that Ihc GAH/WTO is 
iltempling to appropriate like inicileclual 
pro|jcriy nghts and labour si.inclards Thete 
IS lor example the International Labour 
Organisation (ILO) to deal with problems 
of labour and the World Intel Icetual Property 
OrgansialionlWIPOflosort out Ihcprtibicms 
of patents, copy rights and other forms of 
intellectual piopcrty protection 
Environmental fora however are the most 
numerous Some ol the more prominent 
tones are the UN Commission on Environ¬ 
ment and Development (UNCED). the UN 
Environmental ftogramme (UNEP), the 


International Union lor the Conservation of 
Nature (lUCN) World Wide Fund (WWF) 
forNature Apart from these thercareseveial 
smallei national and international elforts 
Given the large number ot environmental 
bodies already m existence, and the 
competence with which they are handling 
global environmental questions. It IS difficult 
to justily the draggint! of environmental 
standards onto the WfO platlorm 
Despite this, il the W lO wants to link 
environment with ir.ide Gene Campaign 
bel.c'ves that it must be with retrospective 
eltcct file damage to the environment 
inllicted ovci the last ‘iO to 100 years by the 
industrialised nations to bolsiei their 
production, enhance thcirirade and establish 
llfcir mega economies will have to be taken 
into account when dcierminig how 
environmental concerns will relate to trade 
r he W IO IS aware as is everyone else that 
20 per cent ol the world s wealthy located 
111 the north consume M) |Xir cent ot the 
world s natural resources ind spew out 80 
pci cent ol Its pollution II is obvious that 
aii.ide environiiient link lorgcdby theWIO 
should also include conditions like the 
transleroleiiviionmcnl Iricndly technologies 
from the industrialised to the devloping 
nations so that trade ami development in 
those countries tlial need it most, does not 
adversely affect the environment 
By icsetving the light to deny the WTO 
loium to indusiiialised coiinirics that leluse 
to share benign technologic s the W TO would 
send a powei lul signal thai it is serious about 
protecting the enviionmcni II trade has to 
be linked with environment then the WTO 
must also insist that the industrial nations 
demonstrate sigiiilicant reductions in 
methane and carbon dioxide emissions II 
they l.nl to comply then the WTO must 
impose penalties on them in the trade sector 
Anything else would he utter hypocrisy and 
rightly expose the WTO to charges ol bias 
and manipulatiun 

Let us rcfleci on thegenesisof theenviron- 
mcni-lncndly technologies developed in the 
we.si which are now to set the standard toi 
environmenl-lriendly industrial production 
atross the world It was the profits generated 
from the industries producing on the basis 
on environment destroying technologies of 


JlOc lOO yeft^tretsablTed tW 
development of technologies that are 
environmentally more benign 

It was the surplus money that came out 
of prcxiuction processes that created the 
Gieenhouse Effect and the O/onc Hole, that 
was used to develop alternatives lor 0^one 
Destroying Substances and technologies to 
reduce release of Greenhouse gases The 
developing countries must insist on transfer 
ol these new technologies at highly 
concessional rates if any consensus is to be 
reached on establishing an industrial ethos 
that will be less detrimental to the 
environment 

Instead ol a consensual appioach what is 
emerging is a blatant manipulation of 
environment issues by Ihc industnaliscd 
nations Ihe Monlieal Protocol, weak to 
begin with, has become bra/cniy inequitable 
lollowing the recent amendment that 
places rcstiictions on Ihe transfer and 
mobility ol new technologies relating to 
chloiofluoriKarbons (GFCs) These latter 
arc used in icirigeration and are thought to 
destroy the stratospheric o/onc layer 

The Montieal Protocol as signed had 
agreed that clcvc'lo|x-d nations would transfer 
o/onc saving retrigei.ition technology to 
developing countries and ask lor reductions 
in the use ol Cl Cs to save ihc o/one layer 
Now amendments to the ongmal treaty say 
that the technology cannot be exported by 
the developing countries if they arc being 
funded by developed countries So. American 
technology available wiih Malaysia c.m be 
denied to India it the US so desiics This 
mechanism creates an instrument foi turning 
the screws on a countiy and makes nonsense 
ot the original purpose ol the tieaiy 

in the context ol a trade agcniJs, the 
question ol impact on the environment is 
closely linked to the question ol the 
lundamental inequity in Ihe international 
trading regime Many poor countnes arc 
dependent on commodity cxpoits and sale 
ol r.iw materials Dev eloping countiics have 
genuine feai that they may be lorced to 
limit then ii.ide to commodities since 
environmental concerns will he used tojustify 
unfair trade resirictions against them 

Ihc inclusion and operation ol apparent 
environment measuics like the sanitary and 
phytosaniiary clauses ol Ihe agricultural 
agreement in GATT is a case in point Indian 
cxpoits ol cut Bowers which were produced 
in collahioralion with a Dutch company in 
an Indo Dutch |oini venture were refused 
entry into the markets ot Holland The alleged 
reason was that the Bowers were infested 
with pests and so lailcd to satisfy Ihe phyto- 
sanitary requirciuents The reality was that 
the European cut Bower business was 
facing a glut due to domestic over pro¬ 
duction Indian Bowers wcic reicctcd on 
environmental grounds to protect European 
Bower groweis 

Developing countries face another 
structural problem with respect to the 
environment Because ol declining returns 
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from exports, ^wmg externa] debt and the 
IMF imposed structural adjustment pro¬ 
grammes, these countries arc resorting more 
and more to desperate methods of production 
in which the environment is brutally assaulted 
The last fish are being (ishcd and the last 
forests felled tor timbci and these countries 
are slippingintoincreasingly environmentally 
unsustainable or even environmental 
destroying modes of production 
Forests arc very obvious targets of ‘green 
conditionalities Tropical forests are 
acknowledged to be important carbon sinks 
forfhe increasing emissions of carbon dioxide 
m the atmosphere If the area of tropical 
forests is reduced by those countries where 
they arc located treating them as an easily 
exploitable resource, there will be serious 
global environmental problems I he 
industrial north is vciy concerned about this 
but IS unwilling to address fundamental 
problems like ihc inequity in international 
trade so that serious solutions to these 
problems can be found Since the problem 
of high carbon dioxide emissions is created 
by the industries of the north a sustainable 
and equitable solution can only be the 
tiansfer of technologies that will help to 
save the forest and a lairci share in global 
trade that will not force the people of 
developing countries to seek quick and 
easy money from the lew rcsouiccs they 
can still exploit 

Developing countries 1 avebeen laced with 
another aspect of Ihc growing environmental 
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coiMCffl in Ae tiiilesf. 1m » mt grt»ra%! 
consumer resistance in these countries on 
environmental issues related to food. In 
Germany a growing movement against 
pesticide residues is beginning to function 
as a non-tiade bamer against the import of 
Indian tea The German government is 
exploiting the prevailing sentiment fully 
since under its expanded aid programme it 
IS committed to buying tea from non- 
traditional producers in Afiic i It is using the 
consiimei resistance to cut down its tea 
impoits from India 

A famous example of environmental 
concern functioning as a non trade barrier 
is the case ol the ban imposed b> the U*s 
on tuna lishexports from Mexico Mexico s 
waters are i ich in tuna fish and ihisconstitutes 
a major portion of the countrj s cxpoits 
paniculaily to the U.S and Japan Orowing 
tlispic.isure on the pait of American tuna 
lishing companies led the flS to resort to an 
cnsironniciital excuse to ban Mexican tuna 
import into the f)S The leal reasem was 
protecting American tuna lishcis the reason 
given was cnviicmmental cone cm due to the 
dcstiuclion ol dolphins duimg tuna lishing 

Hie Americ.ins suddenly claimed that the 
Mexican pioccduic foi caichmg tuna lish 
also caught a number ol dolphins I his was 
unacceptable the Americ.ins s iicl since the 
dolphin was a protected inimal Anynumbci 
ol delcnccs olleied by the Mexicans that 
they rele.ised the dolphin that were caught, 
back into the sea tell on deal eats and the 
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loss of revenue to Mexico anri loss of liva^ 
hood to several thousand Mexican fishermen 

And now a final word on the utter hypocrisy 
of concerns about the environment and the 
trade-environment linkage Despite the verbal 
hystena on saving the environment and saving 
the planet, the rich in developed countries 
have consistently refused to take any cut 
backs in their opulem and wasteful lifestyles 
which place the bulk of the burden on the 
global environment 

Japan is the largest consumer ot tropical 
hard woods which are the most difficult 
timbcrio replace They are ver> slow growing 
and lhc\ come Irom ram loica over which 
there is such a hue and civ at yvery seminar 
on the enc ironrncnt I he wastage ot energy 
the produ,.iionol consumer gcxidscontaining 
chemicals thaidestioy die environment these 
dll happen in western countries which are 
scre.iming the loudest about environmental 
protection 

A commilmeni to saving the environment* 
will have to be seen in ai lions, not empty 
words li IS only when die industrialised 
counines that arc the pi incipal polluters olle 
1 genuine and cquilahlc clean up p.ickage 
that any global agenda is likely lo emerge 
on saving the planet lodging Iroin rcccn 
rcMciions It ap|icais that developing countnc" 
arc determined nol to play b.ill unics' 
developed countries come torwaid in a spin 
ol CO operation Till this happens, the 
environment will continue to take a heating 
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The Kerala Panchayat Rai Act negates the very umiept of 
decentralisation by providing for interference from above 



Panchayat Raj Act 

Without Substance 

K R Sastry 


THE Kerala Panchayat Raj Act (KPRA), 
was passed by the state Legislature on 
May 22, 1994 as a sequel to the 73rd 
constitutional amendment, incorporating 
numerous amendments, but rejecting much 
ol what was suggested by the membcis in 
the assembly In the prixess it deviated 
drastically trom the original version ol the 
bill that was introduced in the assembly on 
March 16 1994 

The people ol Kerala witnessed a scries 
ol acrimonious debates all round protest 
and even an unprecedented public dhaina by 
intellectuals like K N Ra| IS Guhti etc 
staged m front ot the secretariat on some 
vital issues concerning the bill while the bill 
was being discussed m the assembly A 
former speaker and now a sitting member 
of the assembly well versed in various 
aspects ot the bi II had a 90 minute dejiositioo 
before the 27 member select committee ot 
the bill and explained how the bill was 
strategically tailored to conceniiatc power 
in the hands of government and otiicials 
under the pretext of decentralisation ol 
power Social activists like V R Krishna 
Iyer, M P Narayanan Nambiar, and others, 
organised a People s Assembly (Janakiya 
Sabha) at about the same time to icflcct the 
mood ot the common man on Kerala 
Panchayat Raj Bill and to create public 
awareness on the goveinment’s move to 
include certain undesirable provisions in the 
act In spite ot all the protests KPRA as 
passed by the legislature is an instrument 
aimed at maintaining centralised powers with 
the state government All the same, it can 
be said that the Irainework provided by the 
73rd amendment was lully retained 

C'oNSiiiuTiONAi Provisions in KPRA 

The KPRA broadly incorporates almost 
all the essential features envisaged by the 
Constitution It provides tor a thiee tier 
system with the village block and district 
panchayats as institutions ot local self- 
governance Pheformationofgramasabha - 
comprising all the voters in each constituency 
ot grama panchayat (GP) - has been made 
the lowest rung in the ladder entrusted with 
the responsibility to supervise and accelerate 
local planmng and development The grama 


sabha will have to meet twice a year at a 
venue decided bv the GP, on being convened 
by the memberot that panchayat constituency 
and the meeting would be presided ovei by 
the prcsident/v ICC piesident of the GP I he 
grama sabha is empowered to suggest plan 
or help developmental activities to discuss 
administrative allairs, to approve the 
accounts ol the past yeai, etc, among other 
things The president of grama sabha will 
have toexplatn the reason for non compliance 
of any decision t iken by it earlier The 
KPRA has delinc ited the role ol grama 
sabha in clear cut terms 

I he act also provides for constitution ol 
a ward committee comprised ol members of 
GP and villagers for suggesting 
developmental iciivities ol that village, 
besides eneoumgmg public participation m 
lixal governance I he rationale behind the 
e reation of a smaller grama sabha compi ising 
approximately I (XX) members belonging to 
each constituenev lather than the whole 
grama panchayat is reflective ol praetical 
reasons to conduct the meeting conveniently 
and effectively considering the Kerala 
situation lightly Ihe detailed piovision 
regarding grama sahha contained in the act 
IS a welcome step but the functioning ol it 
will have to be c irried foiward further to 
make it a basic unit of grass roots level 
governance 

The head ol the [unchayat is designed as 
the president and the executive olficer the 
‘secretary iiicspcctive of the tier to which 
he belongs The presidents at all levels aic 
elected indirectly If the state legislatuie 
had exercised its discretion in favour of 
direct election from among the people in 
the case of a GP, it would have got a 
president deriving authority from the people 
rather than from the political parties 
although It may possibly lead to friction, 
in case where he belongs to a particular 
faction in the GP 

The block panchayat (BP) at the 
intermediate level is a new democratic body 
in the scheme ot PR in Kerala Most of the 
non-officials and ofTicials at the panchayat 
and district levels opine that the BP is an 
undesirable tier thrust upon the people by 
the constitutional amendment This new tier 
can be entrusted more with the task of 
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than planning That said, one cannot 
underestimate its importance in the planning 
phase for those schemes which are ot trans- 
village in character It may be surmised that 
due to dense population, the geographical 
area coming under the distnet panchayat 
(DP) IS not so vast, and, thus it could be 
easily managed without the middle tier It 
remains to be seen whether the new tier, i e, 
the BP can emeigc as a fulcrum of activity 
and consequently dilute the importance of 
uppei and lower tiers 

Fhc inclusion of MLAs and MPs in the 
BPs and DPs has not been received 
favourably since this may lead to over- 
ccntralisaiton in the democratic decision 
making process It is apprehended that such 
an incursion into PR theatre would be 
detrimental to the emergence ol a vibrant 
local leadeiship The debate though 
inconclusive, over the nature and desirability 
ot involvement of MPs in the local bodies 
takes a new turn with the allotment ot rupees 
one ciore loreac h MPto take updevelopment 
activities in his constituency It may not 
cause any surprise if MLAs demand a similar 
largesse I rom the slate In such an eventuality, 
the exclusion ot these elected representatives 
IS not a feasible proposition How this clite- 
I litc conflict could be avoided is a moot 
question and the KPRA is more ot less 
silent on this aspect Thus, one may get a 
feeling that the act is nut a sincere exercise 
ol decentralisation and at the most may be 
constnied as a step toward 'deconcentration ’ 

Similarly, presidents ol all GPs and BPs 
have been included as ex officio members 
at the respective upper tier ol the panchayat 
and this IS intended lor establishing an organic 
link between various levels 1 he presidents, 
thus im luded in the upper tier panchayat 
have ail rights of a member, including voting 
power except for electing/renioving the 
office beaiers 

Admimsiraiivl ano 

PlNANCIAl ClNTRAllSATION 

The KPRA ensures reservation in 
propoition ol their population m the case of 
SCs/STs and one third for women at all 
levels Even in the reserved seats earmarked 
for SCs/STs, one-third are reserved for 
women In case, the population of SCs/STs 
IS insufficient for reserving one scat, the 
act ensures that one scat is reserved to the 
category ol SCs/STs, whichever is more 
in population in that given area Under the 
act, the state government, or an officer 
authorised by it, can exercise power to fix 
the number of reserved scats and determine 
the constituencies which arc reserved for 
each category without resorting to any 
predetermined norpi It is feared that this 
provision is liable to be misused tor political 
gams 
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mw iMt i<i tecordancA with the stipulation 
of the tlth Schedule ol the Constitution, 
provides powers and (unttums enlisted in 
Schedules III, IV and V to GP. BP and DP, 
respectively There are 12 obligatory 
functions of GP eight lor BP and 21 lor 
DP under the act But the government can 
meddle with the elec led bodies by 
formulating niles and piocedurcs, in 
accordance wiih iln\ act which allows it to 
formulate ruk • inoceduies in about 140 
instances The ki as well provides lor the 
transfer ol all giants pertaining to the 
mandatoi V items lo ihe panchayais The act 
also approves ol ii insler ol all buildings, 
institutions etc to the grama panchayats .is 
soon as possible 

The act dcKs not make m> earnest cfloit 
foi ensuiing .idequaie linancial lesouiccs to 
panchayat mj institutions tPRIs) to perform 
self-governing liinilinns ellectively The 
devolution of rcsoiin es other than the above 
mentioned grants pertaining to mtindatory 
functions is conditioned by the words 
‘subject to availability and this provision 
IS liable to be misused to make PRIs run 
short ol funds In the present set up, the 
government can dilute the process ol 
decentralisation of powei by avoiding 
adequate devolution ol linancial resouiccs 
and by not extending technical support to 
the PRIs 

The act provides lor constitution ol a 
three man ,State Finance Commission (SFC) 
with one inemberexperienced 111 economics/ 
financial maiteis and oihei two with 
experience in public/local adminisiraiion 
However the govt rnmentsoonalieren iciing 
the law, constituted the commission with all 
Ihe three members coming lioni the 
bureaucratic stream Similarly the act 
provides loi having a State Llection 
Commission iSI C) to conduct regulai 
elections cjiiinquenniall v But ihe 
commission is not endowed with adequaie 
autonomy and power to dec ide on al I m.itters 
pertaining to elections wiihoui relying on 
the state government The dc liniii.ition ol 
wards determination ol reserved seats etc 
are not enliusted to SI C .tiid this r uses 
doubt in the public on the iiitenlion ol the 
state government pven though the 
constitutional provision lor cre.iting an 
independent SEC i otwiihstanding the 
KPRA has m ule the SI C dependent on the 
slate government lor gelling many things 
done bcfoie setting the election process on 

Further the ,ici docs not contain anv 
clear provision that ensures the avail ibility 
ol existing technic,il manpower ihiough 
re-deployment Ironi the state government 
departments loi causing out and co 
ordinating developnienial activities at the 
panchayat level It would have been better 
if the power to pool the sccioial officers 
at each level by the PRIs had been 
incorporated in the ad itself This is a 



accomplish 


The act contains many provisions that 
allow the state government’s interference in 
the form ol inspection and supervision on 
the working of panchayats This power, 
retained by the government, will pose a 
threat to the .uitonomy and freedom ol the 
panchayats and the whole scheme ol 
panchayati raj will deteriorate to a 
subordinate position vM-n vn the stale What 
IS more, the provision tor dissolution ol 
panchayats by gov ernment on the ground of 
abuse of powers can be a perpetual threat 
The authoritv of the state government lo 
icmovc a mcmber/picsident/vice-prcsidcnt/ 
standing committee chairman and to debar 
them lor misuse ol power, dereliction ol 
duties, etc is liable lo be misused lor politic al 
cams particularly, because the terms misuse 
ol power, deieliction of duty etc are not 
< Icaily delined in the act The <icl empowers 
the government to exercise lonirol 
discipline, etc on the stall including the 
secretary The GP is empowered to have 
only nominal control on the stall ind this 
can be construed as a lilt ttiwaids Ihe 
ollicialdom m the scheme ol local 
governance 

In order to enhance people’s partic ip ilion 
in local development, the act piovidcs loi 
(onsiiiution ol ward committees woiking 
commitiecs and >ub committees consisting 
ol members ol panchayat and citi/cns loi 
speedier execution ol developmental 
activities These piovisions can be used as 
an tlleclive means to bung powci lo ihe 
people and lor involving them in Icical allairs 
The act provides loi constitution ol si Hiding 
committees at all levels consisting ol 
incmbcisol paiicliaval It would have been 
bellei il the provision lorintlusioriolex(icris 
at limes Irom ouisule is piovidcd lor in the 
loiiiiatioii ol St inding committees loi 
discussing and dc iling wilh spccialisid 
siib|ecls in depth 

Ihe KPRA docs not uphold the i iidiiial 
piinciplc that whit c in he done at i gm n 
It VII should be entiusicd lo that level iisell 
•iiid not to the liiehci level lor dislribiiliiig 
powcis .iiul luiiciions al each level While 
lormiilating the Kuala Panchayat Ra| Bill 
It seems that no smous ellon was made to 
delineate various lunc'tions that can 
ellectively he peilormed al each level ol 
panch.iyat in the context ol Kerala If tiue 
clemoci.itK deccnii ilisation is the real goal 
It IS imperative that the centralised powers 
so lai held by cenlial and slate governments 
he cli ccnlialiscd from Ihe centre down lo Ihe 
panchayats lor cllcclive decentralisation 
ihiee types ol shifts in power become 
inipetaliveiiithepaiichayarajcontext - vi/. 
vertical hori/oni il and diagonal The 
vertical impliespowershirtIromlhccential 
lo the slate Irom the state to the district level 
.ind Irom Ihedistiicl level further downward. 


1110 


from appointed (oMdsIs) to eipeted 
(non-officials); whereas, the ‘diagonal* 
implies power shift from the MLAs and MPs 
to the panchayati raj functionanes Unless 
such power shilts arc elfectcd. creation of 
a decentralised polity remains a utopia 

The act allows the state government to 
inlerlere in Ihe working of the paflchayais 
by invalidating the action or resolution passed 
by the panchayat or any of its committees 
Thus, It negates the very concept ol 
decentralisation by inierlerence from above 

In shoit Ihe purpose of ihi ruling UDF 
government in enacting the KPRA is more 
to meet thcconsliliilional requirement rather 
than to implement pane hay at raj iniefter and 
spini If v'ne takes a disp issionaie look al 
the legislative process behind the enactment 
ol KPRA and the lollow up action so far 
taken by the state government it would be 
cie.ir that it does not like to h.ive .i me.ining 
till decentralised system of govcrntince in 
the stale 

The 71rd constitutional amendment 
contains many discrciion.iry piovisions 
allowing Ihe slate government to enact a 
meaningful panch.iyil ia| legislation that 
brings power to the people However the 
Kerala slate government seemed more 
interested m extending the buieaucraiic 
loiitrtd ovei the elected panchayat i.ij 
bodies But in the lin.il .m.ilysis it w.is 
toiced lo coinpioniise on m.iny provisions 
in the bill due to the ever vigilant public 
protest ind h.ive enacted ihe I iw which c.tn 
be beilci desciibcd as a c iiicaiiia ol 
Gandhian idea ol gi.im.i sw.ii.q or Rapv 
Gandhi s drj.im ol delegation ol powers 
lo the gr.iss loots The KPRA should have 
liken caie to incorpoiaie the wisdom ol 
vaiiouscomiimices leviews indev.iluaiion 
studies on panchay.it i.ij whose main thrust 
has c(insistently bee n how to make the grass 
roots institutions inoie cllcclive 

Il c.iii however he considered a blessing 
ihai we h.ive a p.inc hay.it laj .ict in Kerala 
It last having constilulional buitiess to start 
w iih Basing on ihe ret eni pronouncements 
the elections to PRN iiiav be delavccl till 
April 1195 Ihis IS due to Ihe lact lh.it the 
71rd C onsiiiulional Amendment was silent 
on the minimiiiii pciiod by which state 
govemincnts should conduct elections .itier 
giving statutory recognition lo PRIs il must 
be added that the KPRA appears to be 
skeleton legislation as it bestows maximum 
discretion and initiative in the hands of the 
state government ihtough subordinate 
legist,ition It IS left to the politically articulate 
elite gioups III Kerala lo carry forward the 
idea ol demociatic deccniralisation by 
invoking the positive provisions to strengthen 
PRIs and thereby discouraging the 
centralising forces which have a debilitating 
elfcct on the growth and development ol the 
panchayat raj 
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Search for a Role 

M G G Pillai 

If India wants a role in south east Asia - in eionomu s trade and 
pohtii s - she must imnietse herself in it Hei woiius about China ate 
understandable, but ASEAN and south-east Asia would not warm up to 
her if that is her only focus If Narasimha Rao's visit to Malaysia is a 
precursor to a chanf>e oj attitudes, then theie is still hope 


INDIA S post independtiKC vicwol south 
c (St Asm within t pi ism ol the sold w.ii ind 
her poliliedi and teriitoiKil eonlronl ilions 
with C hina and Pakistan now come to haunt 
her Her mill il view ol the Asset lalion ol 
South I 1 st Asian Nitions (ASI AN) as i 
probable wt >tern I lo) in hoi sc did not help 
When she did lotus her alleiition j| the 
region iltir the Vietnam war it was is a 
sideshow to China s ixrteived threat So when 
hei leonomie leloimsand politie il develop 
intrils diinaiided i link lew in ASIAN 
su|'poiiidheibid Th It IS New Delhi sdiliinma 
IS the piinie minisiti I’ V N ii isiinh i K lo 
pit puts lo visit Milas SI i III Autiis' 

I he Indi in eulluial heiiiagt so iiii'i iintd 
III ASI AN should h u t [uov ided the budge 
but w IS not built upon Ihis is olten not 
idmittcd but ts eetitt il to understanding the 
legion onl\ Sing ipoie the Philippines and 
soon Vietnam hive dillertnt noims But 
south e ist Asia also e ime within C him s 
sphtu ol inllueiiee llei eniissuies ind 
diplonnls hid involved themselves ii> the 
111 111 ol the region sinee the I4lb eenluiv 
ptih ips e irliei Wesitin tolonial polity in 
lilt 20th eeiituiy hid hid lo neommoillie 
{ him spomtolview is Rut undid in I long 
Kong China allti 1949 iniiuded into the 
post war independent eountiies first as the 
hnehpin ol the eoinniunist insuigeney that 
liDieted evtiv one ol them and now as a 
power intent on re esiablishingherinlluente 

The Bandung (’onleietiee in lOSS souied 
India s relationship with south east Asia 
The Chinese prune ministei /hou Enlai s 
inasteiliil perlormanee there Icit Indus 
Jawaharlal Nehru turning The l%2 Sino 
Indian war atlirmed it, with only Malaysia 
openly supportivcol New Delhi Post woild 
war alignments, and the eold war plaecd 
India squarely with the Soviet Union and 
stmih east Asia apait from Indonesia*^ in the 
western eamp Apprehensions ol a legional 
till towards Pakistan immured relations 
lurthcr 

Besides, India prefers bilateral ties with 
a region eullurally eonditioned toeonsensiis 
and CO operation Neither Indian prime 
minister nor foreign minislci has tailed on 
all their ASEAN tolleagues though they 
havecomeonbilateral visits ASEAN, when 
lormed in Bangkok in 1967, wanted India s 


Irieiidship and lirsi t vpiessions of support 
I he portentous ilmost supercilious Indian 
iLsponse reieivsd ifiti much piodding set 
the lone ol what lollowed When M ila\sia 
twice in 197S in I 1980 - invited New 
Delhi as a lull di ilogue partner she was 
disinterested now sin wants in and ASF AN 
moic formalised is uninlercstcd 
New Delhi s sciioial dialogue with 
ASF AN puts hci in i sliaitjacket Her point 
ot icleience is the secretary general She 
takes no p iri in the innual post conlertiice 
dialogues A s (loiil dialogue once i 
prelude to lull eii ilo^iit IS not any more 
South Kore i m iielied lo lull di ilogue alter 
a stint in steioi il di ilogue ASI AN piideis 
leli ilogue with the S ilh Asian Association 
lor Pegional ( ooj i ition (SAARC ) India 
as P.ikistan loi s imlar reasons would 
not tot teat that hei 1 1 i letion with ASI AN 
would diminish 

Malaysia still w nils India in a prominent 
role tn '•outh east \si i thoiijh less so now 
Allei the Sino liidnn wai Malaysia 
leeiueste'd unstieet ssliilly torindia sneutra 
Illy inhei territoii ildi pulet eontrontatiori ) 
with Indone si i the I illowing ye ii In 196S 
Mahysia backed Imlia in hei w ir with 
Pikist in andlslam ibidbrokeolldiplotiiatie 
iclations in ret ih ition New Delhi re'jeeled 
MaKiysia s leques U i small arms in 1969 
ill I her laeial nuts In 1980 she* re cine sled 
liuli I to delay leeo 'ii sing the Heng S imtni 
goyerninent in ( iiiiinxlia until alter the 
ehaloguc Indi i went ihead and Kao then 
loieign ministei st lyed awiy 
The die is east \\hen the Soviet Union 
gave up the ghost ind broke up tn 1989 
India eounied lor liitle in regional al fairs 
Malaysia in 1991 ittempied onee again 
but India icbulled her oyer the then Last 
Asian Etonomie Group, now a Caucus 
EAEC iinolvts t hina, Japan Noith and 
South Korea ind ASI AN, on the piineipic 
that eounli les eng ige d m economic activities 
and political i o opeiaiion are less likely to 
go to war with c leh other, and to provide 
a forum tor a common position before 
meetings of the Asn Pacific Economic Co 
opciation (APL( ) and, possibly other 
bodies India in it would have been a weighty 
counterpoise to China, which even Japan 
could not piovtde 
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ASEAN Shilitenest ifi India appears 
complete, her potentially huge markets an 
insufficient lure India wanted Singapore to 
sponsoi her into the APEC, the Indian deputy 
foreign minister Salman Khursheed, now 
appeals to Australia to accept her brief But 
Vietnam asfhencwASbANmembci would 
be next lollowed by Russia and the Pacific 
South American eountiies A ti vc-yeardclay 
ol India s chance's is eivcriy optimistic, but 
the momentum would be lost by then Why 
she had not lobbied ASEAN during the 
sccioial dialogue or with individual ASEAN 
members is unclear Or did she and was 
rebuffed'' 

I nlortuiiately miscues and mistrust by 
both complicate the piobicm Besides, 
ASLAN s arrogance nsing m tandem with 
veonomie success matches India s The 
tendency to look at India in the same light 
ASbAN looks at its Indian population almost 
all ol whom are labourers or in the lower 
segment ol society docs not help But 
ASbtAN and India also need each other A 
denouement is inevitable, Indiaand ASEAN 
must look beyond short term policy 
considerations or market factors 

I he post independence generatum in 
ASbAN and India with their dittering 
priorities lo ihe present are poised to leader¬ 
ship ind that could change perceptions 
Countries and orgmisations re generate 
cveiv generation lor efiectivcncss neither 
Sri Lanka nor Ihe United Nations did. and 
lace lilc threatening choices But it India 
wants a lole in Ihe region - in economics, 
tride politics - she musi immeise herself 
in It Her won 1 C vote hiniarcundcistandahle. 
but ASI AN ind south cast Asia would not 
warm up lo her il that is her only laison 
it i In It R .10 s visit isaprci ursoi to redress 
the bal vice ind doubts and clungc attitudes, 
then there is still hope 
Otherwise when Asia Pacific trade takes 
oti wilhor without APFC New Delhi could 
be left on the shell Her attempts at an 
Indi.in Ocean APEC with South Afnca and 
Austnii 1 lun into flak she eschews SAARC 
in the equation as Ausiialia her South Pacific 
I oium members II the worldwide scramble 
fill mat kets succeed I he winners could well 
be reirional trading bliKks ASbAN ihcn 
could not possibly ignore India but India 
could linci hcrselt lell oul ot that new 
cqualiun 
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CMf If AND CHANOI IN 
CONTIMPORARY INDIA 

Edited by Upendra Baxi and Bhikhu Parekh 

Bringing tf)gether internationally distinguished observers 
of India--who express a variety of viewpoints, cover a 
fascinating range of themes, and raise issues of both 
academic and practical importance--this book will be of 
considerable interest to students of politics, sociology, 
history, psychology, health, environment, development 
and South Asian studies. It will be indispensable for 
anyone concerned about contemporary India. 


MAUatT TNIORY AND 
NATIONALIfT POLITICS 

Tht Cost of Colonial Indio 

Sartjay'Seth 

The author shows how those committed to socialism, 
as conceived and imagined through Marxism came to 
regard nationalism as the essential feature of the non- 
Western world. He goes on to reveal the profound 
consequences of this encounter for Marxist-inspired 
political movements in colonial India and in other 
countries. 

■ 1»»S ■ as* |Hia*s ■ R* ars (cUth) ■ Rs ISS'fpapvr) 

THE INDIAN ECONOMY, 194Y-92 

Vol 1 Agiicuhuia 
V M Dandekar 

FTof. Dandekar addresses several issues including the 
disproportionately large burden of population that 
agriculture has to bear; the over-centralised nature of 
agricultural administration, research and education and 
the effect of the acute food shortages of the war and 
post-war years on food administration. Finally, he 
draws together these themes to formulate a future 
agricultural policy. 


■ Rs ISO (cl«lh) ■ 1 ■ 40S pag** ■ Ra SSO (cl*lh) ■ Ra 178 (papar) 


ACCUMULATION, EXCHANGE 
AND DEVELOPMENT 

Essoys on the Indian Economy 
Krishna Bharadw^ 

Thin book is perhaps one of the most conceptual and 
informative ones in the existing literature of its 
like....Definitely a book of immense academic value. 

Financial Express 

The book is extremely well written and provides a rich 
source of ideas for further research. 

The Hindustan Times 


THE INDIAN ECONOMY, 1947-92 

Vol 2 Population, Poverty and Employment 
V M Dandekar 

In this volume. Prof. Dandekar brings together his 
writings on three closely linked subjects-population, 
poverty and employment. Reviewing India's progress in 
health and education, he provides a detailed analysts 
of the government's efforts to alleviate poverty. Finally, 
he discusses among other issues Gandhi's views on the 
subject, the Khadi programme, and the measurement 
of underemployment and unemployment. 


• 1f*4 ■ 404 pap*# ■ Rs 380 (cisfh) ■ Ra 108 (paper) ■ Ferlhceailag in 1008 


STATE AND CIVIL SOCIETY 

Explorations in Political Thtory 
Neera Chandhoke 

Through an extensive reading and interpretation of the 
literature in political theory, this thought-provoking 
book constructs an entirely fresh theory of civil society 
that can be used to promote democratic participation 
and responsibility. A path-breaking study, it differs 
from purely theoretical exercises by addressing itself 
to praxis-oriented politics. 

• 1898 ■ 348 papas ■ Rs 338 (slath) ■ Rs 188 (papar) 
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Rise and Fall of US Imperiallsiii 

Chronis Polychroniou 

The artule fotuses on the role of the VS imperial Uate in the process of worldwide capitalist development and 
capital arc umulation and its efforts to establish global hegemons It argues that US imperialism has reached a critical 
stage in its evolution the over-extension of the empire is causing the downfall of the domestic economy and society 
Domestic economu reconstruction has been sacrificed for global corporate and financial expansion as the interests 
of the capitalist ruling class he in foreign investments and global markets 


THE told war is over but the neolibcral 
global order speaiheaded by the IIS suite 
the late 1980s is alieady irumbling under 
the weight ot its own toiuiadiUions Instead 
otdenioiiatv Ireedom and setuiily, as the 
empire builders proniisid the new wave of 
globalisation has unleashed the polilital 
fortes ol authoiitarianism and oligarthy 
ethnic hatred and civil war and has ignited 
a new spark of military rearmament Ihe 
neoliberal theology let the market have its 
wsy [The heonomisilunc 29 ,19911 has not 
produced ‘etpnomic miracles but, on Ihe 
contrary, woildwidc declining living 
standards massive unemployment 
environmental despoliation sultcring and 
polarisation Indeed, an bmpitc ot Chaos'' 
IS an apt characterisation of the post told 
war world ordei 

Unlike the New World Order established 
in 1945, Ihe post cold war world oider lacks 
hegemony to sustain the cconomii, politic al, 
and social arrangements that constitute the 
‘newimpenalisiorder’ Inspitcoltliewishes 
ol Amencan policy-makers to eret t a new 
Pax Americana in light ol the opportunity 
presented to them by the elimination ot the 
former socialist bloc the tad ol the inallei 
IS that the US is in an iricversibic couise 
ot decline and, unlike in 1945 no lunger 
capable ot reinlorcing the nexus ol 
international relationships upon which the 
newly cieated neoliberal global ordei 
depends The dialectics of America s status 
and Its position in the world todav is that 
while the US can intervene abroad without 
having to worry about a Soviet response its 
economic power has eroded to the point that 
military interventions depend increasingly 
upon Ihe willingness ot Its allies/competitors 
(Germany and Japan in parliculai) to support 
such operations, both politically and 
economically 

The I'S economy has been in a state of 
deep, structural ciisis lor over two decades 
n»w and its problems are mounting plant 
closings, industiial decay, astronomical 
deficits stagnated incomes, ciunibling 
infrastructure, decaying cities, moribund 
banking, di si ntegrated education health care, 
and social security threaten to reduce the US 
economy to a third wot Id status while ciimc, 
drugs, economic alienation and racism are 
tearing the social fabric apart and thereby 
presenting the US ruling class with greater 


opportunities to extend the polic c operations 
of the US imperial state to the domestic 
realm as well as increasing the si/e ot the 
police force and building more piisons .ire 
the only remedies the capitalist class is 
capable of presciibing to the structural c nsis 
ol the US economy Sincethe 1960s iheUS 
has been tailing behind its m,ijorcom[x;titors 
in latc ot growth in every single significant 
category in economic life” [Laxei 1989 9| ’ 
With some $ ^ trillion in total government 
debt, the US is the largest debtoi nation in 
the world Calculations based on the 
Luxembourg Income Study reveal that the 
US has the highest poverty level md most 
unequal distribution ot income in Ihe 
Northern Hemisphere” (.Solomon 1994 16] 
Asrccently as l992,thetoptifthol American 
tarnilies got 5M per cent ol US income 
versus 6 5 per cent tor the bottom litih 
[Itiisiness WVrk, August 15, I994| Ovci (4 
million Americans live below the poverty 
line (Cuomo Commission 1992 110| Some 
(5 million people have no health iiisuiance 
alallfHeallhliisuranceAsscKiaiion 1990 11| 
Among Ihe leading western industrialised 
countries the Us has the highest rale ot 
poverty lorchildieii (Arnotl 1994 I66[ and 
lanks 2()th in intani mortality tales (Shuman 
1994 !( The US also has the highest rale 
ol incarceiation in the enure woilcl 
7 he only c le.ir su|H'rioi ity the US maintains 
IS 111 the area ot inilitarv weapons and 
technology, which in the post cold war era 
has indeed become the cornerstone ol the 
nation s loieign policy It is upon the basis 
ot the I S military supeiiority that a 
c ol lec li \ c wil I has been temfioi ai ily I ormed 
among the mapii capitalist powers, as 
evidenced by the way Ihe US was able to 
gain support lor its barbaric and cowardly 
war against Iraq ' Nevertheless, military 
predominance alone is hardly sutlicient to 
provide stable long-term hegemony within 
the ranks ol the impciialist powers fcconointc 
and political inleicsts will gradually create 
cleavages and tensions and conflicts will 
erupt, as they alieady have, tor example, in 
the area ot the US Japanese iiade relations 
It IS a conceptual error to believe that 
globalisation has madeobsolctcdistinct blocs 
of capital and the nation-state * One of the 
main paradoxes of the nc w wave ol 
globalisation, which is ceitainlv real, is that 
the world economy is splitting into regional 


economic blocs headed by the dominant 
state in the region - Germany in Europe, 
Japan in the Patilic, and the US in the 
Americas Globalism and regionalism 
operate simultaneously in today’s world 
economy a phenomenon which is part ot 
the process ol the dialectical contiadiction 
ol a leadcriess world capitalist system In 
today s world economy hegemony is to be 
found not al the global but rather at Ihe 
regional level thus, the world imperi<ilisi 
system is fraught with 'ontradictions at all 
levels contradictions between members ot 
a bloc between the dillcicnt blocs, and 
lictwccn the blocs and ollici countries 
Essentially Ihe newly ciealcd neoliberal 
global order reflects tlieeiidol the transition 
from superimpcrialism (which was based on 
US supremacy in the woild economy fiom 
1945 lo 1975) lo the leiiewal ol inlerimpcrial 
iivalrics Ihe icsurgence ol intcrimpctial 
rivalries and conflicts h.is become one c again 
the essential means through which capital 
reorganises itself and creates in turn the 
objective basis lor the lundamental 
contradictions and crises in the iinlolding ol 
impeiialist accumulation The process ol the 
internationalisation ol c apiial and connected 
with this the decline ol the US has given 
rise lo new centres ol icciiitiul ition within 
the iiii|icrialist chain and in an extenclecl 
manner to new impciial powers In the 
absence ol a single hegemonic power the 
operations ot Ihe neoliberal global ccomimy 
aie prone to intcnsilied ciises and greater 
instability ' In this context, the objective and 
analytical primacy ot the decline ol the 
American empire isessential and must inlorm 
Marxist analysis ol Ihe deycloping 
international situation It is also necessaiy 
lor the politics ol radical soci4 change in 
the US as well as abroad 
Let us be very clear about it Given the 
current world economic and political 
situation, the declining position ot the US 
IS fraught with both dangers and 
opportunities The empire will not go down 
without a light It history is ot any true 
guidance, empires become more bellicose 
when they reach that erdtial stage in their 
evolution where power is beginning to slip 
away from their control To be sure, trends 
toward greater militarism abroad and the rise 
of authoritarianism at home have already 
appeared loud and clear on the US impel lalist 
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C8m|) since the eady ISSds j%l JK)^«De 
should be deceived by now by the presence 
ol d democral president in the White House 
It IS plainly clear that the polities of the 
Clinton administration are in many essential 
regards even more conservative than those 
of the Reagan and Bush administrations 
[Petras and Vieux 1994 2S 30] Whether it 
IS in foreign polit y (NAFTA Cuba, Bosnia), 
or on domestic issues (wellare, ciime), 
Clinton IS catering to the needs and demands 
of his business supporters and is obediently 
staying the course in promoting the interests 
o( a global empire at the expense of domestic 
reconstruction However there aie also ical 
opportunities opening up now with the 
declineol the Amencancmpiretor structural 
rctorms ol the economy As imnitseration 
and polarisation continue to rise in the US 
popular struggles lor social change 
especially amongst the huge reservoir ol 
economically politically socially racially 
and culturally oppressed groups ol people 
in laigc inner cities may reappear on the 
sl.ige with diamatu ellects In this com^xt 
the organisation and mobilis iiionol working 
c I iss people along the lines ol an inde|)endcnt 
cl iss based democi ilic movement must 
become the explicit goil ol the American 
I cll rilorts lor change from within the 
csiablishinent ol Ihc Democratic party are 
doomed citorts and a sure way in last ol 
keeping the system lunctioning like business 
as usual Saul Landau has ii right when he 
says that the Democratic parly is not really 
a parly hut a money laundering operation 
(Booth 1904 262) Lilher way however 
what IS absolutely certain is that whether 
ihe pendulum in this country swings either 
toward greater authoritarianism and anti 
working class politics or substantial 
democratic rclorms depends ultimately on 
popular expectations and responses 
Below we look at the political economy 
ol US imperialism from its ongins to the 
present Attention is focused on the role of 
the US imperial state in the process ol 
worldwidecapitahst development and capital 
accumulation and its efforts to establish 
global hegemony From a Marxist standpoint 
of view, the rise and the decline of the 
Amencan empire can only be understood 
within the context of the dynamic and 
contradictory processes of capital 
accumulation, intenmpenalist nvalnes, and 
class antagonisms The contention here is 
that US impenalism has reached a critical 
stage in its evolution the over-extension of 
the empire is causing the downfall of the 
domestic economy and society Domestic 
economic reconstruction has been sacrificed 
tor global corporate and financial expansion 
as the interests of the capitalist ruling class 
today he in foreign investments and global 
markets 

The article is divided into three sections 
Section one looks at Ihe rise of US 


hnpedidlsffl and tk VS 

as a major world power from the 1890s up 
to the period leading to the second world 
war Section two highlights the phase of US 
global hegemony from 1945 up to the early 
1970s Section three ponders on the crisis 
of US impenalism and the decline of the 
American empire Iroin 1973 to the present 
Finally, in the conclusion we raise questions 
about the future of US impenalism and the 
consequences of the continued diversion of 
domestic resources to projecting power m 
the post cold war t ra 

I 

Rise of US Imperialism 

Amenca has a long history of Ihe use of 
force oppression iiidoutiight terror From 
the Indian massancs by the early colonists 
to the gruesome slaughienng of over 2 50 000 
Iraqis during the 1991 Gull war and to the 
insidious policy ol embargo on Cuba 
American power has functioned as an 
instrument ol impinal rule and subjugation 
and violence has been the norm rather than 
the exception 1 he re isons are deeply rooted 
in Ihe American culture American 
consciousness his been shaped by the 
principles of FVotc stani denominationalism 
(Augclli and Murphy 1988] in which religion, 
politics, and racism intermingled to define 
America s role in the world and ultimately 
justify expansion conquest, and enslave¬ 
ment Indeed Irom its origins Amenca and 
American expansionism marched to the 
tunes of fundamentalist overtures - 
exceptionalism ricul superiority, divine 
mission’ and the like A crusading spirit to 
extinguish, govern or control ‘savage’ 
senile’ and barbarous’ people runs like a 
red thread throughout Amencan foreign 
policy and diplomacy - from Washington’s 
belief in the exiinc tion of the Indian right 
of occupancy, by whatever means necessary, 
to the acquisition of California by conquest 
from Mexico in 1848 and from the military 
interventions and occupations in the 
Caribbean during the late 1890s, and early 
1900s to Ronald Reagan’s ’evil empire’ 
mentality and George Bush s Saddam 
Hussein ‘syndrome 

No less influential factor in the con¬ 
ditioning of the Amencan political culture 
has been ‘possessive iDdividualism‘ - a 
philosophy of radical individualism that 
glonfles private property, compeution, and 
self-aggrandiscment and regards ‘might is 
right’ as something natural Throughout the 
19th century the build up of colossal fortunes 
by few was defended as actions reinforcing 
both the laws of nature and of God Thus, 
as John DRockefcllerdeclared, "Thegrowth 
of a large business is merely a survival of 
the fittest The American beauty rose can 
be produced in the splendour and fragrance 
which brings cheers to its beholder only by 


sacrificing ^ earty buds which grow up 
around it This is not an evil tendency in 
business It is merely the working-out of a 
law of nature and a law of God” [Farhang 
1981 91] These sentiments also apply to the 
business of iifipenal policies The orgy of 
US imperial conquest dunng the late i9th 
century was routinely defended on claims 
that spoke of the dynamism of the Anglo- 
Saxon race leading inevitably to temtonal 
expansion” [Farhang 1981 80] The 
expansion of the Amencan empire was the 
natural order' of things and God was always 
on America s side 

However, while cultural factors played a 
significant role in Amenca’s quest toward 
impenal growth and expansion the nse of 
the US intoan impenalist power and history’s 
most powerful and destructive empire was 
due to specific economic and social 
developments at a particular stage in the 
development of capitalism as a social system 
the monopoly and impenalist stage 
Dunng the last two decades of the 19th 
century innovations in science and tech¬ 
nology led to substantial changes in the pro¬ 
ductive forces of capitalism High-speed 
machinery and new sources of power created 
large si7e productive processes in all 
segments of the economy (manufactunng, 
agriculture energy, transportation, steel and 
petroleum) and hastened the concentration 
and centralisation of capital through the ex- 
propiiation of smaller capitalists by larger 
ones Giant corporations emerged that begun 
to dominate economic life on a national 
scale and to increasingly intrude into the 
economic environment of other countries 
(Bunting 1986} The free market was 
displaced by capitalist monopoly Cartels, 
syndicates and trusts, intertwined with 
banks determined now the structure of the 
economy 

With the transition of capitalism to the 
monopoly stage, capital export attained 
increased importance International 
investments, which played a very minor role 
in international affairs during the early part 
of the 19th century [Kenwood and Lougheed 
1992 36], begun to charactense more and 
more international economic relations The 
scramble for colonies also intensified dunng 
this penod as the major capitalist power 
were desperate for raw materials, new 
markets, and spheres of capital investment 
Whole continents - Africa, Asia, as well as 
Latin Amenca - were annexed and subjected 
to either colonial or semicolonial rule 
[Stavnanos 1981 281] As L S Stavnanos 
wn tes, “whereas an average of83,000square 
miles of colonial lands had been acquired 
each year between 1800 and 1875, the figure 
jump^ to 2,40,000 square miles for the 
penod between 1875 and 1914” [Stavnanos 
1981 263-64} Wars among the major 
impenalist countnes defined the politics of 
impenalism dunng its early penod 
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The US arrived on the lmpe^ail^t stage 
with the war against Spain in 1898, after 
having already demonstrated its willingness 
to play the roleot a world power in the crisis 
that erupted over the boundary line separating 
Venezuela and Bntish Guiana in 189^ By 
that time the US had already hetoine the 
leading industrial power in the world and 
concentration (first through the trust 
movement between 1879 and 1890 and then 
through the consolidation tnoscmcnl 
net ween 1897 and 1903) had reached great 
heights |Link 1967 48) Giant corporations 
like Standard Oil (controlling over SS per 
cent of the refinement and production of 
crude and illuminating oil respectively) and 
the American Sugar Company had been 
formed and cartels alieady represented a 
central component of capitalist economic 
life By the turn ol the century the top 4 
per cent of corporations ‘ produced 37 per 
cent of the total industrial output by value 
tWeinslein 1981 6^] Concentration ol 
banking also experienced the same process 
with finance capital becoming the dominant 
hloc ol capital having combined then 
resources, J B Morgan and Company the 
hirst National Bank ind the National C ilv 
Bank was lepiescnicd bv 341 dtrcclois in 
112 corporations having .tggiegale ic souiccs 
exceeding! 22 (MK) (K)()(XK) [B,irck Iraiul 
Blake 1947 43) In the light ol ihc new 
devclopmenis m the basic opei iting 
liamework ol the I S economy iinpeii ilisi 
expansion became a necessity lor the vciv 
siiivival ol the system ol monopoly 
capitalism I he US monopoly capiialisi 
economy w as tin eatened by its own inclusu lal 
growth New markets had to be sought to 
buy Ihc g<K)ds and pioduUs ot the American 
economy new atcas to be lound lot i iw 
materials to sustain the growth of industrv 
and new sues loi invcsiinenl I he same 
violent, self assertive attitudes i lai the 
colonists had expressed some 2(X) veais ago 
resurfaced now and with even greatcrciarity 
Calls tor wai weie heard everywhcic as 
capitalists sensed that war is prosperiiy 
[,Schirmer 1972 43) The ruling class begun 
to mobilise ihe state ind its appaiatuses in 
leading the wi> to w.ir the goal ol which 
was economic expansion and enlarging the 
US empire although humanitanancunccins 
over the lie.umeni ol C ubans by the Spaniaids 
were cited quite naluially, as the reason tor 
going to war The inteicsts of corporate and 
hnance capital weie thoroughly and 
permanently incoiporated into US policy 
And so monopoly capitalism was converted 
into state monopoly capitalism By the same 
token, the stale Isecame an imperial state'' 
That IS, Its .icliviiies were no longer con lined 
to the domestic aicna but extended to the 
international system as well In this context 
military force became the chiel means 
through which the imperial state promoted 
and secured Ihe piocess of capita) 


accumularidn dn'a 'ybrid icalo. But tltia 
should not be suipnsing. As Michael Parenti 
has put It empires “are built upon the 
sword,the whip, and the gun' [Parenti 
1989 38] 

Unlike earlier expansion imperialism is 
no longer an attitude or question of desire 
and choice The system ot monopoly 
capitalism requires an imperialist course in 
itsquestforgreaterprolits Thus imperialism 
IS not a policy but a system driven by 
economic necevsity and it underlines the 
monopolisation ot capitalist economic lilc 
and the internationalisation ol capital 

With the deleat ot Spain, the US gamed 
control ot the Caribbean dominion and 
rapidly spread into the Western Pacific and 
Ihe Far bast with the proclamation ot the 
open door polic y i n 1899 - the I irst i mpcriali st 
announcement ot the intentions ol the US 
to wrestle power away from Japan and the 
Euiopeans in the Pacific and to h.ivc access 
to China’s trade The march ol the US toward 
becoming a w orld empire had begun Indeed 
between 1900 and its entiy into lirst world 
warm 1917 the US secured an inieroceanic 
canal with ten Hones and b.iscs slictching 
ihiuughout the Caribbean and the Pacilic 
In the years I8W 1990 Puerto Rico w.is 
convened inlo a colony Cuba into a 
piolectorite the Philippines were annexed 
alter lust I S Hoops brutally siippicsscd the 
national liheialion movement ol Lmilio 
Aguinaldo bv killing ovei 20 (X)0 f ilipiiios 
and Hawaii Guam and Samoa were 
occupied In 1903 ihe US cslablishcd a 
pioicctorate over Panama and realised its 
long inteicst in a canal bv securing the 
Panama Canal Zone and between 1898 
1917 It made a sci ics of militaiy iiiiei vcntions 
inCuba Haiti Nicaragua andlhcDominican 
Republic Indeed with a free hand in the 
Caribbean the US imposed military 
diciatoiships throughout the region and 
monopolised the various economies thus 
setting a pattern ol imperialist inOuence and 
control that has continued right down to this 
(lav [Fernandez 1994] 

The loreign economic activities ol the US 
(luring Ihe period between 19(X) and fust 
world war also mcieased gcometiically to 
the expansion ol the empiic US toieign 
investments giew Ironi S 5(X) million in 
I9(X) to $ 2 3 billion in 1914 [Woodruff 
1982 130 51] III the Caribbean aiea alone 
US investments rose by S 400 million 
between 1900 to 1902 and by 1912 they 
reached ! 1 3 billion [Gardner 1976 32-33] 
As might be expected, there was also a 
dramatic increase in US foreign trade 
Between 1890 and 1914 American exports 
witnessed a three-fold increase, with 63 per 
cent of the manufactured goods going to 
Europe while imports increased more than 
two-fold [Barck Jr and Blake 1947 10] 
Here it is interesting to note that the flow 
ot the US goods and products in Europe at 


ttw turn riftlie ^ 

and overwhdniing that the phrase 'the 
Amcncanuaiion ot the world’ was coined 
to alert European leaders to the dangerous 
ramifications of the economic dominance of 
the US [Kennedy 1992 245) 

Yet, the economic prosperity that the 
American empire was enjoying during this 
peiiod did not translate into gams tor the 
majority ol the Ameiican working class 
people Unemployment had dropped from 
18 per cent in 1894 to less than 4 per cent 
in 1902 jDuboft 1989 71] Nevertheless 
povcity was quite widespread with as much 
as halt of the industrial wotkers living below 
the I me ot poverty while working conditions 
weie so hazardous that surveys eonducid in 
1907 and 1913 found that thousands ot 
American workers annually were killed on 
the job and more than halt a million were 
cither crippled oi seriously injured [Link et 
al 1987 10] The big winners were the 
industrialists and the bankers The workeis 
created all Ihc wealth but the capitalists 
reaped all the benefits And the slate in 
fusion with big business made sure that this 
remained the case" The lamous Shermin 
Act ot 1890 lor example from an alleged 
piece ol legislation designed to he used 
againstillegalmomiphly tormalioiis became 
in the l9(X)s an era ot giowing ladicalism 
in the US a weapon that the govcinmcni 
used to smash workcis siiikes and boycotts 
If ink el al 1987] 

rirst world war was a maior blessing for 
the US in Us iiutrch toward a global empire 
f irsi It piovided a tremendous boost to the 
US eci'immy as America became the mam 
supplier ot lood military weapons, and i.iw 
materials lo ihe Allies Between 1914 and 
1916 American trade with the Allies grew 
from S 823 million to an astonishing $ 3 2 
billion [Link 1987 119] Second, the war 
caused a dramatic shift in the balance ol 
the imperialist fortes The contradiclions of 
intei imperialist rivalries on the European 
contineru (exasperated by the emergence ot 
powetful Germany eager to challenge the 
imperialist status quo) that led to the lirst 
imperialist world wai left in the end the old 
European power system in luins and saw in 
turn the rise ol new imperial powers in the 
world, Japan and the US [Kennedy 1992 
327) But the US emerged from the war as 
by lar ihe most powerful nation Indeed, the 
changes in America’s international position 
weie profound Up to the period leading to 
first world war the US had been a capital- 
importing nation By the end ot the war 
however, the US "became the world’sgreatest 
financial and creditor nation in addition to 
Its already being Ihe lijrgest producer ol 
manufactures and loodstuffs' and "had by 
tar the largest stock of gold’ [Kennedy 
1992 327] While in 1914 foreign assets in 
the US exceeded by over 30 per cent pn vate 
American assets abroad, by 1919 the situation 
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19S1;543]. theentf of firtt world war 
both the British and the French owed several 
billions of dollars each to the US and. more 
important, sawtheirintemational investment 
position decline rapidly in the coming years 
vis-a-vis that of the US. US foreign 
investment grew from a mere 6.3 per cent 
in 1914 to over 35 per cent in 1930, while 
foreign investment for Germany, France, 
and Britain experienced a marked decline 
fLotia and Shannon 1984; 192). Furthermore, 
by the early 1930s the pound-sterling was 
no longer serving as the key standard for the 
international monetary system and was 
replaced instead by gold - a shift which, as 
Charles Kindicberger has pointed out, 
reflected the changed status of the US in the 
international economy from a debtor to the 
European powers before the warto a creditor 
nation fKindleberger 1966:207). 

There can be no doubting that the US had 
become after the end of llrst world war the 
leadi ng economic force m the world capitalist 
economy. What is otfen ignored or 
downplayed, however, is the political 
po.sition the US gained in the postwar era. 
At the Versailles conference. Woodrow 
Wilson clearly dictated the terms of peace, 
and even though Britain, France, Belgium, 
and Holland did not agree with his insistence 
on a sy.stem ot collective security rather than 
the traditional balance of power, America 
was permanently entangled in world affairsl* 

- as the decision to intervene m Russia m 
1919 in hope of overthrowing the Bolshevik 
leadership, the signing of the Washington 
Treaties in 1922. and the renewed 
intervention in Latin America in the 1920s 
clearly demonstrate. 

Yet, while globally the US gained 
tremendous ground both economically and 
politically as a result of first world war, on 
the domestic front the scenario for the 
working class hardly changed at all. The 
capitalist class continued, in fact intensified, 
itsassaultagainst labour. The years following 
first world war were by far the more radical 
in the history of the American labour 
movement. Unionisation reached an all-time 
high, the .socialist parties had hundreds of 
thousands of members and supporters, and 
socialist administrations were in power in 
.several areas,including Berkeley,California, 
and Milwaukee, Wisconsin (Link et al 
1987:13-18). Over 2,660 strikes were 
reported in 1919, involving millions of 
workers from one end of the country to the 
other who were unwilling to accept capital’s 
assault on their income wages [Link et al 
1987; 154). That same year the country was 
also rocked by the ’Red Summer”" events 

- the race riots that first erupted in July in 
Chicago and then spread into over 25 other 
cities - as blacks were resisting the economic 
and racist assaultof white capitalist America. 
Between 1919 and 1920, the first’Red Scare' 


massive effoit to smadi the radicalism of the 
American working class by arresting and 
deporting many thousands of labour union 
and socialist activist.s as well as organising 
violent attacks on strikers throughout the 
country [Link et al 1987: 156-58). The 
working class was standing on the way of 
the fortune amas.smeni of corporate and 
finance capital and, simply put, had to be 
crashed and brought to its feet. 

US monopoly capitalism continued to 
prosper throughout the 1920s as new 
industrial management methods and 
technology were introduced that raised 
production to new levels. The production of 
automobiles experienced 255 per cent 
increase from 1919 to 1929. and chemical 
products, rubber, iron, and steel increased 
by an average of more than 83 per cent [Link 
ctal 1987; 168). Accordingly, from 1923 to 
1929, profits and dividends of US 
corporations got a boost of 62 and 65 per 
cent increase respectively [Link et al 
1987:168). Yet, all was not well on the US 
capitalist front Agriculture entered a 
depression as caily as the summer of 1920. 
a monetary recession occurred in 1921, and 
several thousands of banks wercclo.sed (Link 
et al 1987:178). There was also a new wave 
of consolidation that monopolised wealth 
even further; thus, by 1930, the top 5 per 
cent of corporations were receiving 85 per 
cent of the entire corixiration income (Link 
et al 1987:176). Indeed, all throughout the 
1920s, while the rich were getting richer, the 
overwhelming majority of Americans lived 
in dismal conditions Some historians have 
estimated that approximately 71 per cent of 
American families were earning wages that 
were below the line of a ‘decent living 
.standard’ (Link el al 1987:168). 

The collapse ot the stock market in October 
1929, though It took capitalists by surprise, 
was actually forthcoming. According to 
Kindleberger, “business was m trouble before 
the crash... March was ... the peak of 
automobile production, which fell from 
6,22,000 in that month to 416,000 in 
September, at the height of the stock market. 
The industrial production index fell after 
June, and the decline in industrial production, 
prices and personal income from August to 
October was at annual rates of 20, 7W and 
5 per cent" [Kindleberger 1973:117). The 
agricultural sector, still quite significant in 
it.s impact on the US economy, had been in 
a state of depression since 1920 and “farm 
incomes ceased to rise after 1925...” 
[Kenwood and Lougheed 1992:224). 
Residential and non-residential construction 
had been in a state of slump since the early 
1920s and begun to decline after 1925 as 
well[Kenwood and Lugheed 1992:224). 
Throughout the 1920s income inequality 
was growing at a tremendously rapid pace. 
Between 1920 and 1929 the top S per cent 
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national income from 24 to 34 per cent 
[Duboff 1989:87). The failure of thousands 
of banks before the crash pointed to the 
.severe weakness of the American banking 
and financial system. But the ruling class is 
always the last to grasp the contradictions 
of the anarchic profit-driven system of 
capitalism. 

in view of all the above, and given the 
dominant role of the US in the international 
economy, the causes for the Great Depression 
of the 1930s that followed immediately after 
the Wall Street collapse had, in all likeli¬ 
hood. much more to do with the state of the 
US economy than the nature of the 
international economy. The Depression 
nearly forced capitalists to close shop for 
good as the contradictions of production and 
consumption in the capitalist system 
exploded at once and with the biggest bang 
in the economic history of capitalism. 
Industrial production tell by over 50 per cent 
in 1932; salanes decreased by 40 per cent; 
manufactunng wages declined by 60 per 
cent, over 2,000 banks closed involving 
several billion dollars, and one-fourth of the 
labour force was unemployed (Link et al 
1987:228-30). Between I929and I933thcre 
was a 54 per cent drop in the total national 
income (Chandler 1970.25). Gro.ss private 
domestic investment declined by 89 per cent 
(Chandler 1970:20). During the period 
between 1930 and 1941 “actual GNP was 
nearly 25 per cent below the economy’s 
potential [Chandler 1970:4). Farmers 
suffered the most extensive damage due to 
the Depression as gross farm income dropped 
from $11.9 billion in 1929 to $ 5.3 billion 
in 1933 [Chandler 1970,229). International 
trade and commerce also collapsed and 
pol meal upheavals throughout Latin Amenca 
in the 1930s threatened US hegemony in the 
region. Furthermore, the policies of the New 
Deal implemented by Roosevelt in 1934 (the 
National Recovery Act and the Agricultural 
Adjustment Act in particular), provided very 
little substantive relief to the economic 
suffering of the Amencan masses at the time 
and the economy did not begin to show any 
signs of recovery until 1939, when the GNP 
regained its 1929 levels (Duboff 1989:91). 
Unemployment, which peaked over 24 per 
cent between 1932 and 1933 (Chandler 
1970:5], never fell below 19 percent before 
late 1940 [Chandler 1970:91). Thu.s, as at 
least one American historian has written, 
the New Deal “never demonstrated that it 
could achieve prosperity in peacetime” 
(Lcuchtenburg 1963:346). 

What brought the US economy out of the 
Depression, and what in essence saved 
capitalism, was the secondlmpcrialist world 
war. The mobilisation of the economy 
through military spending provided the 
impetus to economic growth and expansion 
which otherwise was missing from the 
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structureit and mechaniMns either of free 
market or welfare capitalism Indeed as 
Richard Barnet put it second world war 
tuincd out to be the preatest single 
American success ol the cenluiy Beyond 
the much needed economic siimulation it 
proMded, the war lullillcd in iinpoitanl 
psychological need by eising a cotninon 
purpose to what in Id tO w is still a country 
threatened with sciioiis (.(.imoinic unrest 
(Barnet 197^ 4S 16) 

If 

I ra of (jlobal f legemony 

' \ o global wais in the ’Dth ccntuiv 

ha icen tcriibly bcruliiiil to the US 
Wink lirst woild wai luiiicd the US into a 
ma|or power in world dims second woild 
w I clev itedthellStoanabsohitedoniin met 
ol the world capililisl orckr Onl) the ' S 
emcrgcil lioin Ihesicoiul woikl w ii siion i 
than I went into the w ii h was the only 
c ipilalisi inipeiiahsi power with the ahilits 
torecoiistiuctandmaintainworldc i|)ii ' in 
flu I uroptan inipcn ihst powtis in luding 
Japin hid sulleitd enorinous ek slrudion 
and the II econoinieslay iniuins I he situ itioii 
inthcSovietllnion as the systemic idvcisny 
lointcinational iinpeiiahsni did not laic anv 
Iscti I In fact the Soviet I iiion had hoie 
the m t|oi cost ol the wn with some to 
million de id scores ol large e itic s levelled 
and thousands ot towns and sill ices smashed 
A US intelligence repent in I04S suiveycd 
them naryeapacityoflheSovictLInioii ind 
conch cled that Its deticicnciesweic soseveu 
that It would not be able to light anothe i 
major war lor at least IS vt irs |1 dcbci 
I98S 11 2XJ George Kcnnan m his long 
telegram in 1046 alsore|K)rtedth it gauged 
against the western world as a whole Soviets 
lie still by t II the wcakci lorte |Paterson 
lOM 207) > ct such reports did not stop the 
flS fioiiielesigning anii impic mentiiiga grand 
str itegy ol powei pri'jectieni in the name ot 
Soviet containment I he illcgedSovictthie.it 
piovided the pietext lor the ouibuist ol US 
imperialist aggression and domination m the 
post wai cia which was lesponsible loi 
almost SO years ol hot and cold wars the 
death ol millions ol people and eventually 
ciilniinaud in the supreniicy ol western 
capit ilisin and the oveithrow ol socialism 
The reason the US emerged tiom the war 
as the dominant global powei was aptly 
summarised by Gabriel Kolko ‘ no majoi 
power sac nl iced less ol its blood and material 
wealth during second world war than the 
Us (Kolko l%8 618) War tune product ion 
and a new long wave ot technologic d 
innovation had pulled the US economy out 
ol the depression to become the woild s 
industrial giant by the end ot the war During 
the war years the US GNP grew by over lO 
per Cl nt, while dial “ot hurope s as a 
whole had fallen by about 2S per cent 


[Kcnnedi/ i992!’i68f?lFh)m W40 
US industrial production grew at an average 
rate of IS pci cent per year, which was 
taster than any period betoie or since’ 
(Kennedy 1992 IS8) Fiom l‘'G9 to PJ'fS 
inanutactuiiiig piocluclion im le ised 96 pci 
cent agiiciiltunl priHluclion 22 pci cent 
andlianspoii itionservices 109pticent)l ink 
el at 198/ M()| I he US globil shaic in 
mamiliu lullin’( is well isinniiiiiiigjjumpcd 
lioin 42 [iir cent bctoic the w ir to 62 [ici 
cent in I‘>16 (Itoh 1990 291 By dice net ol 
the wdi the flS I oiicClltritcd il nosl two 
Ihiidsolthe world sgoldrc civc'-)Kcnncdv 
i992 fsH) Indicd, as Paul Kciincclv 
observ ' ic,,udiig Aniciii i s economic 
stuiisii ill nil i|liol Ihi vv u ll'e v k' 
w is Its I ii |Ki nil !y Id'-P I'S, 

1 hi end 1 1 c wai i s > louud Ihc I S with 
hisloiii ihy impir illelicl mililiiv powci 
Its irsciiil III luded ini) odKiv I '’01) 
majoi w uslii|iv 2 tHMUic wv bi)mb..is I 000 
H ‘’9s Ps million scivui p isonnt' 
|, I Mcdv 1942 U)8| and an in mic 
moiio|X)lv til It I isiccl until l‘>i’ 

\rmcd with the niightii st n ilil iiv po vi i 
and driven bv the needs ol coipi'i it inj 
linaiici il c tpil il iiid with inti communism 
.isilsbaniici the I S imperial si ik piocccdcd 
to constiui t ,1 global otdci on thi piinciplcs 
ol liberal iiitcin ition disiii iinclci US 
hci'enioiiv I he immediate po|cit ol the 
111 w i inptiois w IS to o|)cii the wo’kl to I IS 
goods iiicl I uicis ind rebuild those pails 
ot Ihc woild wheie access to miikcls ind 
iiiveslnieiil sites could be issuicd In 1944 
u ilu- Bicllon Woods ( onlcnncc the |IS 
stihli,hcd dll Intcination il H ink loi 
Rcconsiiuclioii and Dcvelopmciii iWoikl 
B ink I and the Intcinational Monet uv f unit 
(IMl ) File puiposc ol these two so c illcd 
intcination il institutions essentially 
insliuinenls ol powei in US lorcigii policy 
was to provide loans to w ir lorn turopcan 
nations and proniote piivalc lurcigii 
iiiv esimcnt i World Bank! and to secure access 
to global 111 irkels by leduciiig loreign 
i xthaiigereslnclions(IMf) I hcciveiarchmg 
goal ot Ihc World Bank and Ihc IMF was 
to iiucgi ate nations into the system ol woi Id 
capitalism and Ihus countci Ihc thical ot 
socialist dcsclopmenl " Fsscntially the 
Biciton Woods systcMii rested on loui pillars 
(a)an ad|iistable peg regime (h)atoimula 
ol subscriptions and quotas that would 
ensure an adequaie volume ol monetary 
reseives tela code of action’on currency 
convertibility and (d)an institutional torum 
lor CO opciation on monetary issues ’’ The 
US also organised the General Agreement 
on T radc and Taritts to entourage ticc trade 
on US terms 

In addition du US introduced a massive 
economic aid programme, the Marshall Plan, 
to prevent anol her depression and the col lapse 
ol capilahst fcurope Fhe dilemma laced by 
die US alter second world war was that the 


purchase goods for the recohstruction of 
then economies This problem was referred 
to as the 'dollar shortage’ and retlccled the 
vast gap between US export and impoit 
values since 1945 The Marshall Plan was 
a way ol providing dollars to the f uropeans 
so ihcy could buy US goods and open up 
their economics to iJS investors I he 
Marshall Plan served above all the intorcsts 
ol coiporale Amenta whiih is why all the 
ihicl executive olliccis ol US leading 
coipoiaticms - General Lletiric Gciieial 
Motors Mcmil I yncli J P Moigaii and 
( base B ink supported the programme 
(Bainct 197 f 1521 

Simil iraiclpiogi iiiimi swi icmipli nicnied 
later to the countiks and legions of the thud 
world Between 1946 and 1979 the US 
disbuiscd S IS hilliori in ud iHdbillion 
(ill ccontimic piiiposcs and S 101 billion toi 
unlit irv pui(ii)its 1 oans conslituled G per 
cc'iit ot the icoiiomii aid and 15 pti cent 
ot the iiiihlaiv aid Ovci the veai > the 
prepondeianci ol ud ind Ions Winl to 
coutiliio that were particularlv id v nt to 
the cold war struggle with the Soviet Union 
Aticrilieliisidcc idcwlkii Jidwcntpiim rily 
to f mope countries in Asia such as South 
Vietnam laiwan fnd South Koica wcie 
taigctcd loi aid as were Middle I asl and 
Pci SI III (mil couniius such is Isricl lr.m 
iiid Pakistan (US Departin' nlol C omimicc 
1080 867 70) lorcigiiiiidwastandrciiiains) 
a way lor the US to mcicasc its powci over 
otiici nations as well as to seivc the iiili tests 
ol the business woild by making couiiiiics 
dcpenduii on Aniciic in companies \id 
icpiescnis a siiuciuial telaiiopsliip between 
the advanced capitalist woild .ind the thud 
world and is an mteglal part ol imperialist 
exploitation ” Porcign iicl is a stniegy 
pursued by the impeinhst powcis heiausc 
It c luscs structural dependence ol the stale 
on piocesses ol private accumulation 
which encourages a form of inicgi ilion 
into the capitalist world economy that pre 
pares a way lor penetration by international 
capital (Wood 1980 6 1986) 

'Ihc combined cliccts ol US toieign 
assistance piogramiiie and the piessuies ol 
the IMF and the World Bank lianslalcd into 
big gains lot multinational corporations and 
banks The value of US exports lose fiom 
$ 10 billion 111 1950 [US Department ot 
t'oniineice 1951 817) to $ l4Tin 1978 (US 
Department of Commerce 1979] Also US 
direct foreign investment grew from $ 13 
billion in 1950 [US Department ot Com¬ 
merce 1952 8271 10 5 220 billion m 1980 
(US Department of Commetec 1983 823] 
The percentage ot corpqjatc mvesUnent in 
foreign operations doubl^ by the late 1970s 
over such investments in the l9S0s because 
rates of profit were typically much higher 
lor foreign over domestic investments 
[Weisskopf 1972 430] 
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^ Having pfe{^r^ the gnstnd'fiM' vinooiM 
internationikl economic exchanges, 
commerce and trade, the US imperial state 
took immediate steps to protect its control 
over the world economy by embarking on 
a policy ol militarisation and nuclearisation 
structured around an entangling alliance of 
western nations the North Atlantic Treaty 
Organisation (NATO), andcreatinga world¬ 
wide network ot military bases diplomatic 
lies, intelligenccopcrations, and propaganda 
activities The commending guide behind 
the militansation ot the global struggle ol the 
U S tor hegemony was the Truman Doctri ne 
Invoked in 1947 in reaction to developments 
in Greece in particular where communist 
lorccs were engaged in a civil war against 
lascisis and the monarchy the Truman 
Doctrine declared that the US had the right 
to intervene m order to protect tree (icoples 
from communist subversion I hat the side 
the US chose to intervene m the Greek civil 
war on behall ot was collaborating duiing 
the war with the Germans, or that the com 
muiiist movement m Greece had bro.ul based 
popular support amonethe people ih oughoiii 
thecountry the riuman.idministrationchose 
coiivenieiiily lo suppress Ilom the American 
public as It sought to gain sup|iorl lor its 
global milit.irist igenda 
TheTruman Doctrine haddiam.itic ellecis 
both on America and the world It ercited 
I police stale gcneiaied in anticommunist 
hysuria thai led to McCarthyism " w.(^ 
applied to Korea and produced countless ol 
coveii milil.iry operations and countci 
rcvolutionarv strategies tinoughoutlhe thud 
world as ssell as m eistein Europe In the 
I9S0, It led to more milit iiv illiances and 
brouithi about sharp increases ir dctenet 
expenditures the US detente budget 
increased Irom some $ 11 billion in 1950 
to over $ 48 billion by late 1951 i total 
increase ol 257 pci cent |G.iddis 1982 115) 
Under the Eisenhower administration the 
LIS supjtorted Korea s army at a cost of $ I 
billion per year and was linancing 80 per 
cent ol the costs ol France s wai in Vietnam 
IGraebner 1984 I82| When the US decided 
in the early 1960s to become militarily 
involved in Vietnam the only war the US 
ever lost and which cosled the Ameiitan 
economy between 1965 and 1971 an excess 
ot $ 120 billion '' the policies were still 
tramed in the context ot the logic behind the 
Truman Doctnne 

Between 1945 to the end ot the 196(K 
the US ruled the capitalist world Virtually 
uncontested Its military capacity, economic 
dominance, and worldwide network ot 
clandestine intelligence opciations leti the 
US as the only power with the ability to 
dictate policies on its own terms The US 
took It upon Itself not only to single-handedly 
rebuild both Europe and Japan but also to 
challenge any threats to capitalism - the 
Soviet Union, communist movemenfs. 


itati(mali.st regimes (iheration 

movements Supenmperfalismisthetennto 
describe the political and economic 
configuration ot the world capitalist system 
in the years following the end of the second 
world war as no other capitalist imperialist 
power could contest US global economic, 
political, and military supremacy 
Domcstually the period between 1950 
and 1972 represented the ‘Golden Age in 
the evolution ol UScapitalism Withaworld 
trying to recover Irom the devastation of the 
war. and with the discovery of the Keynesian 
doctrineof peacetime monetary management 
the L S economy experienced unprecedented 
level sol prosperity Between 1947 and 1972 
the GNP grew it .in average ot 3 7 per cent 
per year (Duboll 1989 111] and there was 
an 80 per cent iikiease in per capita teal 
disposable income jDubofl 1989 93) By 
1959 agricultuial output was 25 pci cent 
higher than what ,1 was in 1949 (US 
Government 1960 27] Throughout this 
iwriod the I'S was the leading country in 
per capita gros> domestic product (Bowles 
et al 1990 463) Nevertheless, what is messt 
lemarkable about this period is that in spite 
ol iheovei sc helming edge the US had in the 
world economy its econmy was never tree 
Irom economic riscssions and unemploy 
ment The lirsi post war recession between 
ls)48 49 saw unemployment nsc Irom a 
low 3 4 per cent in 1948 to over 6 0 per cent 
early in 1950 The inemployment rale did 
not lall to Its 1948 level until 1953 after a 
lew veais ol sh irp increases in delence 
spending Yci unemployment rose again to 
5 8 per cent between 1953 54 due to an econo 
mic recession that lasted toi 13 months In 
1958 after three ve’^rs ot economic expan¬ 
sion unemplovmcnt e limbed back up again 
ioahigh7 Spercciii ind industrial production 
drops 13 per cent between mid 1957 58 

The recessions o| the 1950s proved that 
capitalism is incapable ol maintaining 
sustained economic growth lor a prolonged 
period ol time ind that no matter how 
advantageous the economic circumstances 
are unemployment is a problem that it can 
nevei icsolve Massive military spending 
was the primary stimulus to the economic 
growth ot the 1950s and the 1960s Between 
1947 and 1970 some $ I 100 billions were 
expended lor miliiaiv purposes [Melman 
1971 3] Numerous studies indicated, 
furthermore, that once the war stimulus 
ended, the economy reverted to slow growth’ 
(Duboft 1989 99)' 

binally the period ol US hegemony 
between 1945 and 1973 did not mean that 
ihe world had subjected itself totally to the 
order of Pax Americana The Chinese 
Revolution in 1949 was a severe blow to the 
interests ol global capitalism and opened up 
a new era in the history ol international 
socialism The consolidation ot the socialist 
bloc in eastern Europe by the early 1950s 


was y«t aflofheritttjor netback In the struggle 
of US imperialism toward complete global 
expansion and conquest During the 1960s 
the world saw a growing opposition to US 
imperialism and revolutionary ferment was 
spreading rapidly around the third world, 
with the Cuban Revolution in 1959 serving 
as a model for many Latin American anti- 
imperialist movements in particular Further, 
while the US involvement in Vietnam 
deepened, political instability at home and 
opposition to the war also threatened US 
hegemony The civil rights movement, the 
anti-war movement, and growing tensions 
in capital-labour relations were putting extra 
pressure on capitalist accumulation [Gordon 
et al 1987 43-57] Indeed, by the late 1960s 
It wav becoming apparent that the US 
economy was entenng a ensis and that the 
base ot its global hegemony was being 
eroded Because of the high cost ot the 
Vietnam war signs of movement toward 
economic stagnation surfaced, including 
higher inflation and unemployment rates 
Capitalist competitors were also now gam¬ 
ing ground on US manufacturers as West 
Germany Japan and France had rebuilt 
their econoniics and were becoming actively 
involved in the struggle tor international 
markets Finally after the let offensive in 
1968, the Vietnam war had clearly become 
a military sinkhole’ (Ferrell 1988 358) and 
the obstinance resistance ot the Vietnamese 
people showed the worldthat US imperialism 
was not indeleatable The anti-impenalist 
struggle ot the Vietnamese people and ot all 
the millions ot people throughout the world 
resisting US hegemony proved that the 
sttuggle tor justice and selt determination 
can defeat even history’s most powerful 
empire 

III 

Crisis of US Imperialism 

Since 1973 the US economy has entered 
a major economic crisis (along with the rest 
ot the world) of the magnitude that beset 
the economy Irom 1870 to 1890 and from 
1929 to 1941 The contemporary crisis is 
associated with the collapse ot the social 
structure ot accumulation that was 
institutionalised the years following tirst 
world war (Bowles et al 1983, 1990]'* and, 
while the instability caused by it will not in 
Itself bring about thccollapse of thecapitalist 
system, it has led nonetheless to the 
breakdown in US hegemony Tlietramework 
of the accumulation ot capital after the second 
world war was based on the following 
conditions (1) the absence of imcr-impcnal 
rivalry, (2) a long wave of industrial 
technological development, (3) a cheap 
supply of primary products (especially oil) 
from the third world and the Middle East, 
and (d) labour accommodation [Itoh 
1990 27-45] The collapse ot the social 
structure of accumulation was brought about 
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hy !>tgnificant change) in cconomu 
Londitions the resurgence ot intercapKalist 
competition, new technologies the shift from 
indusiria! capital to the ascendancy of 
financial capital and capitriM.ibour conllict 
in the late I9b0s and oail> 1970s 
The economic decline of the US can be 
easily established as eaily as 1970 This was 
largely due lothc eineigcnccol the buiopeans 
(Gciinuny and {rani e in puiliciilar) and the 
Japani se as economic competitors Since 
the early I9b0s the other inajoi capitalist 
nations had been legisiciing lates of 
productivity growth much highei than the 
U.S While the late ol prodiiciiviiv erowili 
in the I S was I pcrccni pci year belween 
I'fbH to u w IS 8 7 pel cent loi lapaii 
4 f) (icr cent loi Geinianv 4 6 pei cini loi 
Fiance s4 pei ceiil loi ll.ily .iiid t 0 pei 
cent loi Biitain |L'S(tovcinmem lOM'SSI 
The lac ts about the economic decline ol ihe 
US aic rcvealine In Id's!) the I Sprc'diiic'd 
51 pei cent o( the vsoild s cuicle piliolctim 
by 1970 It produced only 21 pci ceiK in 
1950 the I S pioduced 46 pci ceiil ol tlic 
woild s sicel in 19/0 only 20 pei ccnl In 
1950 the US produced <5 per cent ol the 
world s co.il in 19;() 26 |K"r ceiii Ivcnihe 
pioduclion ol whe il declined lioni 17 pci 
cent to 12 per cent I he I S slim o( ihc 
world exports .ilso clic lined duimg the same 
period lioni 17 poi cent to 12 per cctil 
[Perrucci el al l‘)SH 15 I6| In iddihon iii 
1950 the' GDP ol the t S w is 40 pci cciil 
more ih.in lh.ii ol Fiance Wcsi Gc'imany 
Italy, Japan and rngland combined 
(Sy/niaiiski 1975 66| In 1972 the combined 
GDPs ol ihese live capiiilisi naiions had 
risen to Ihe poiiU that it vv.is nc'w alinosi 
equal lotliatol the I S|S)/manski lh7S 66| 
In 194U the US had in Us possession 521 f 
billion in cold by I‘>71 it held only SIO I 
billion in gold (Maimclslc'in 1975 I tj 
With the decline in die f IS sh ire ol world 
expoits which was simullaiieouslv 
.iccompanied by a sharp rise in inipoiK ihc 
US balance of payments reached i iccord 
deficit of $J0 billion in 1971 |l S (joicin 
nicnt 1972 I HI In 1972 the US impoited 
1) 41/2 billion more in uoods and services 
thanlitcxpoiledlti.SGovernment IU t IISI 
Rellec ling change sin die woild economy 
which produced a disequilibrium in woild 
payments the US aniiouiHc'd on August 15 
l‘'71 the siispensicm ol the conveiiibiliiy ol 
Ihc dol lar into gold held by lorcign nionelai y 
institutions and thereby bringing to an end 
the post wai intcrnaiional monetary 
ariaiigenieiits established at the Bretlon 
Woods conlereiite in I ‘>44 F he suspension 
ol the convertibility ol the doll ir into gold 
was announced by die US willioiii consulting 
with Its allies a cleat lesiimonv to the laci 
that Nixon and the US loieign [lolicy elite 
in gener.il still rea irdcd the LIS as the powci 
upon which Ihc udes ol the uitcinaliontl 
system dcpendccl 


The 1970s were characterised by 
instability, inflation, unemployment, and 
stagnation Sharp declines in productivity 
growth weicexpericnced by all the advanced 
capitalist countries Between I97tand 1979 
the late of productivity in the I S was 0 I 
twrccnipc’i year|USGovernnieni 19H0 85) 
FTuring tins |icricid the rate ol pioducliviiy 
in the Ic.iding European cininiiios .itid in 
Japan tell on ihc average by hall yei ii still 
temained higher than the I S rate ol 
productivity growth for the period I96J to 
1971 Thus the rate ol productivity ol 
Ameiica secoiioniiccompciitoi' washmhci 
than that id die I S both duiing the 10 yeai 
period between l‘>61 and I'J'i as well as 
during the liisi six ye.irs cinci die eiupiion 
ol the 1971 crisis 

Giowiholrc iKiNPinihc r)l ( Dcouniric's 
(ell to /cm in I‘>74 (I S (Kueinniciil 
iqTS 1S7| I Ins was paidy due Ui Ihe oil 
ciisis ihil ciuptcd in Oclobc i I‘)71 and 
J.inuary “>71 when the Og iiii-,alion I 
Petioleuni Fxporling Countries (OPPC ) 
raised live told the piicc of crude oil over 
Seplcinlvi l‘>7t whichc.iusecJ hueecuncnl 
.11 count delic Its in,ill oil impoiliiigcouiilnes 
but ilso clue to the general slow dowi ii, 
economic iciiMiy iliat cmeiccd in iiic late 
1960s 11 s (.oveiiiiueni I‘>7*; IXSj 
liiiiiicdi.ilely lollowmg die nl ciisis du* 
capitalist ^onoiiiies fell iindci iiic etip ol 
st igllalion in c'conoiTiic phcnoineiiondial 
combines hicli levels ol inlliiion ind 
unemployment at the same lime 
I nemploy Hieirl iii the I S ic idled 7 2 pel 
ccnl 111 late l‘>''4 and die consumer price 
index msi I 1 pci cent |l S (lovcrimiciit 
1075 86 1 '()| 

While till oil crisis allecled sevciely die 
ciilirc capil.ilisi woild il w.is die ihiid world 
that sullcicd die most is iiiosi ol those 
coiinliies were loiced to iiicic.isc their 
boiiowiiig liom mteinationd linaiicial 
iiistiiuiions ind piivate banks in order to 
niaiiitaiii iheii own economic developmeni 
pioiecis and hence going cyen deeper into 
debt OPIX assistancetolheihirdworldwas 
niintmal I he ovei whelming shaicof OPEC 
prolits tetlowccl into the credit maikcts and 
the banks ol the ady.inccd capil.ilist world 
In 1071 $ II billion out ol a S 60 billion 
OPf ( suiplusinoilprolitslounddiemsclves 
111 the US (I S Govcmmcni 1975 |95| 
Indeed one of ihc most proiounci 
developments in die world economy m the 
l‘>70s was a dinmatic incic.ise in private 
inurnational banking activities with US 
banks playing the leading role In 19f>0 
ihcie were 8 US banks wiili HI branches 
and 51 5 billion in assets ovciseas By 1974, 
Iheie weic 129 L S banks \vilh 717 branches 
.ind $ I5S billion in assets abioad James 
Hawley repotted that the total assets ol all 
US comniercial h,inks in 1960 were $ 255 7 
billion in 1967 they were 5 448 9 hdlinn 
ind 111 1‘)"’4 5 872 billion F urlhcrmore he 


estimated that while (lontMtic aas^tt 
by .195 times during this period, foreign 
assets increased bv 42 times [Hawley 
1978 HO] 

US capiial was becoming more 
iniernationalised during thi 1970s than any 
other lime since 194.5 Fiom this point on, 
and because ol die entry ol new global 
conipciitois, the US imperial stale looked 
inctcasiiigK moie toward the urganisalicin 
ol capital markels and the tacildation of 
global linancial opeialions in general rathei 
than indusiiial deyciOpmeni around the 
world Fill buiden lot this new economic 
global act.vism was u Kill on the domestic 
Cl onomy 

As Ihe l‘)7(/s weie coming tfl i (losc the 
I S cononiy wascvei iighici unclei die s>iip 
)l siagtlatiop IS oil piicc' hid moic man 
doubled in 19‘9 In 1980 the unemploy me in 
rale w 1 C dill 7 I pel it nl ihe intlalion laic 
yv.is 9 pel cem ind gmcvdi in led GNP 
rcgisieicd 0 6 pci cent |US Goveinmeni 
1980 1601 Ihe piohlcm ol c.ipiial llichl 
aluady idcc icleold vy as gelling woise and 
• icloiics Well closing dowi, liioughoiji 
the wouiiiry Ihc US wa> rapidly 
deindustrialising [Bluesione and Haiiison 
19821 ind coiivcrl 'iii Use'll in dii [irocess 
lino .1 service oiientcd economy with die 
lion pioduciive and lmnici.il secioi ol the 
economy iMiiiing die uppci hand ovei 
mdustiial ...ipilal Coneoniilantlv US 
iiiv esiments ovci seas c oiiimued Ihcir upw aid 
iraic'cloiv In 1965 unal I S direct loieign 
iincsunciil 'DPI) w.is less than $50 billion 
but in l‘J‘7'1 US FTP I lose lo $12J billion 
and III 1980 lo 5211 billion |Haiiison and 
Bluesione '988 2()) 

Rales ol piolit lion, Dl 1 giew Irom S 5 2 
billion III l‘J6‘' lo moie than $ 424 billion 
in 1980 (FFariison and Bluesione 1988 26| 
In the eia ol Ihe mieinationalis.ition ol 
I ipilal a piocess ol c ipilal disinvesinicni 
in thedoincMic economy ind capital flights 
to areas of the globe where the rate ol piolil 
was gieater had become the operiting 
liamework ol US capitalism The outcome 
was huge profits lor the multinationals and 
the banks .ind long-temi uneniploynicni 
declining living standards and giowing 
poverty for the working c lass 
During the 1970s US imperialism was 
fTced with many cnlical challenges Vietnam, 

I ans, revolutionary ferment in the third 
world, including the call foi a New 
International Ikonomu Order, the seeming 
vibrancy ol die socialist countries, and 
declining economic power were lorcing the 
world’s most powertui einpiic into the 
delensivc In such a climate, the US imperial 
slate embarked on new st|,ptcgies to enhance 
the capacity of Ihe US to maintain eontioi 
of the global political economy The new 
strategy worked out in Washington in 1972 
was detente a policy designed to gain co< 
operation from the Soviet Union on issue* 
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finance is prepared to take over these 
industries, state ownership may be replaced 
by pri vateownership. However, it isessential 
in the public interest that the state should 
retain effective control over them. Moreover, 
in sharp contrast to current positions on the 
plan and the market the document .states 
clearly that the distinction between 
capitaJism' and ‘socialism' is overdone and 
that no economic organisation can function 
effectively or possess lasting qualities unless 
It accepts as its basis ajudicious combination 
ot the principles associated with each school 
of thought (Baru I995|. 

Although the .slate set out to create the 
basis tor an independent capitalist economy, 
in practice it was forced to accommodate 
foreign capital to a greater extent than was 
envisaged in the initial plans. In contrast to 
Africa and Latin America, foreign capital 
and investment has been less prominent in 
India However, the Indian state had to 
compromise by accommodating foreign 
capital, m the early 1960s, under the Third 
Plan, primarily because of resource 
constraints [Singer and Roy 1993; 134). This 
was cxcmpliricd by industries like chemical 
feriiliscrs, where the terms and conditions 
including gaining access to toreign financial 
support, technology and know-how, and the 


ll^'hiWlcetpBraijlsi^* M 

south-^east Asian econorniin arc said to 
function, show India in on unfavourable 
light. The public sector in India has been 
attacked lor being ‘flabby’ with 
'labyrinthine' controls on private industry 
[Roy 1984:56). 

The .second explanation centres on the 
nature of public investment and the structure 
of demand. A decline in public investment, 
a skewed distribution of demand and 
tn.sufriciency of agricultural growth have 
been major contributory factors. In the first 
case, the fail in state investment, brought 
about by a shortfall in external resources, 
coupled with inability to tap domestic 
resources, have been of key importance 
[Roy 1995). Backlogsinpower generation, 
constraining transportation and fuel, have 
emerged [Rubin 1985:945). Secondly, the 
pattern of income distribution and its 
consequences for consumption and saving, 
have slowed down and limited the scope 
of stimulating production of industrial 
goods. Lack of adequate agricultural 
growth ha.s also inhibited the role of this 
.sector in stimulating demand for industrial 
goods. These problems require exploring 
the relationship between economic policies 
and the underlying political structures 
[Roy 1990:88-91 ]. 


marioA Im^ ekpUHtaifon. jinib)i al Lai, 
whoallegeihat 'theidirigistiedogma.' based 
on the belief that the price system should 
be supplanted and not just supplemented 
has plagued the Indian economy [Lai 
1988:24]. Despite the unsophisticated 
nature of Lai’s arguments in an age avid 
for simple political messages, the power 
of such ideas should not be underrated 
[Toyc 1985:2). Of course, some of Lai’s 
criticisms centring on the efficiency of 
government controls in developing 
countries, need to be explored. Forinstance, 
the state could adopt a less cumbersome 
and costly way of achieving its objectives, 
as has been supported by recent research 
on the Indian system of industrial licensing 
(Toye 1985:3-4). Management of state 
activities, including the public enterprises, 
should not be ignored. However, the attack 
on the public sector has often been 
misplaced. There has been a failure to 
grasp that a large number of private units 
have had to be taken over by the state 
because of endemic sickness, exemplified 
by jute mills, mini steel plants, 
pharmaceutical and engineering units, and 
a large part of the textile industry. Yet, the 
private sector has been considered to be 
efficient [Bagchi et al 1985:12). 

A number of fundamental weaknesses 


condition.s tor the participation of 
multinationals, had to be relaxed [Dhar 1985; 
Roy 1990:85-99; 106-14). 

The capacity ot the state to carry out 
investment is of critical importance in 
realising its plans. Until the mid-1960s the 
Indian state was able to use a combination 
of taxation, domestic borrowing (at low and 
often negative real interest rates)and external 
aid based on concessional loans, to implement 
industrial growth. Thus, the growth rate of 
industrial production fell from 7 per cent 
between 1951-65 to 3.3 per cent between 
1965-70; over 1970-77 it increased to 4.8 
per cent, but again declined by 1.4 per cent 
between 1979-80 {Patnaik 1979:13; Hams 
1983:16). Since the mid-1960s the rate of 
growth of some industries has been negative. 
The sharp deceleration in industrial 
production was accompanied by unutilised 
capacity in a number of industries, stagnation 
of investment, shortage of foreign exchange 
and imports of foodgrains (Government of 
India, Pburth Five-Year Plan (t969-74):3]. 

A combination of explanations, rooted in 
India’s political economy, contribute to the 
Indian state’s inability to combat industrial 
stagnation. This throws light on the 
constraints which confront attempts through 
collective action to change state policies. 

The first explanation places blame squarely 
on state intervention in (he economy and 
calls upon market forces to govern economic 
activity. The ’neo-liberal' school of thought 
has been a major influence in moulding tl^s 
approach. Comparisons between India and 


The explanations need to be seen in the 
context of the state, property relations and 
development policies. One major analysis 
suggests that the Indian state comprises a 
coalition ot interests of three proprietary 
classes, the capitalist class, the agricultural 
rich and the professionals, including the 
white collar workers. The third class, which 
IS not usually included among the 
proprietary classes, is also a part of this 
coalition. Intra-coalition conflicts are put 
forward as the explanation, in spite of a 
trend towards a higher savings rate, for 
current expenditures ending up consuming 
the bulk of resources and the inadequacy 
of public investment even in sectors as 
crucial as railways, power and irrigation. 
The diverse interests of the dominant 
coalition of the propneiary classes pull in 
di fferent directions, and when none of them 
can dominate, the allocation of resources 
leads to a proliferation of subsidies and 
grants to placate all of them. This reduces 
available surplus for public capital formation 
[Bardhan 1984; Varshney 1984:1516). 
Indian political economy emerges as an 
elaborate network of patronage and 
subsidies, contributing not only to the 
decline in public investment but also 
bringing about chaos with the management 
of the Indian public sector {ibid). The nature 
of the relationship between Indian 
democracy and the factqrs which have given 
rise to such a coalition demand further 
investigation [Roy 1995], This needs to be 
considered by leading exponents of the 


have emerged in the capacity of the state 
to raise adequate resources and act in the 
interest of the masses. Basically, the state 
was unable, as in the previous periods, to 
tap sources for public investment. This 
stemmed from a slowing down of industrial 
investment and led to disincentives for 
private investment given a direct 
relationship between public investment and 
private corporate investment (Rangarajan 
1982:601; Harris 1983:9; Roy 1995). The 
state had relied on a combination of foreign 
aid and deficit financing to implement 
public investment. Foreign aid as a 
percentage of GDP fell from its peak of 
3 per cent in 1966-67 to a low of 0.5 per 
cent in 1972-73 and 0.6 per cent in the late 
i970s [Ahluwalia 1985:104). Increasing 
direct taxation of the propertied urban and 
rural classes could have compensated for 
the shortfall in resources. A combination 
of state inertia to raise taxes and the 
mechanisms for preventing the execution 
of such policies have seriously handicapped 
the use of fiscal instruments in encouraging 
growth and social justice. In this respect, 
agriculture which has contributed about a 
third of national income, has been virtually 
free from direct taxation. Direct tax on 
agriculture formed less than I per cent of 
total agricultural income, while land 
revenue was a Bat rate levy and regressive. 
This has led to considerable pessimism 
such that “in the fijfld of direct taxes the 
possibilities of raising additional resources 
through income taxes, corporation taxes 
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of arm^, dconomtcv nnd international 
security To attain t'u-opcraiion frtim the 
Soviets, the US begun to pay more attention 
to the Chinese In ligiit of the »plit oi the 
Sino-Sovict bloc at the end ut the 19S0s and 
the gtoNSing hostilities that hod developed 
between the two socialist giants, an American- 
Chinese rapprochement was lertam to gain 
the attention ot the Soviets Indeed, ut the 
1972 .Moscow summit Nixon and Bre/hnev 
signed the Declaration ol Principles, which 
pledged greater co-o|)eration among the two 
superpowers on several key areas including 
'rules ot mutual non-intervention in the other 
power's sphere ot influence and in third-area 
conflicts" [Brown 1983 i32| However the 
policy ot detente did not curb Soviet or 
Chinese influence in the third world, did not 
lead to a North Vietnamese withdrawal from 
South Vietnam (a central objective behind 
US openings to China), and did not stave ott 
the pattern of the declining political 
economic and military power ot US 
impenalism As a matter ot tact US global 
strategic interests suffered additional blows 
in 1979 with the fall ot the Shah in Iran a 
hitherto impregnable ally ot the US and a 
watchman over the vital oil resources in the 
Persian Gulf with the coming into power ot 
a revolutionaiy movement in Grenada in 
March and with the success ot the Sandinista 
movement in Nicaragua in overthrowing in 
July Anastasio Somoza, yet another US- 
backed dictator and a longtime defender ot 
US corporate interests in Nicaragua 
In view ot these defeats the US imperial 
circles decided to put an end in the late 1970s 
to the policy of detente and renewed the cold 
war Using the Soviet commitment ot troops 
in December 1979 to save a beleaguered 
allied regime in Afghanistan from the 
reactionary torcesot Islamic fundamentalism, 
the Carter administration increased 
dramatically defence expenditures, created 
a rapid deployment force in the Persian 
Gult, established a Caribbean military 
headquarters, increased military assistance 
to countnes from Pakistan to El Salvador, 
and ended the SALT process with the Soviet 
Union 

The coming to power of the Reagan 
administration in January 1981 only 
heightened the intensity of the cold war 
Reagan militansed the US economy in a way 
that would have made proud the architects 
ot NSC-68 back in I9S0, a policy paper that 
called for commitment of 20 per cent of the 
GNP to defence spending in order to maintain 
US globalism and contain Soviet 
communism Demonising the Soviet Union 
by labelling it 'the evil empire’, and 
proclaiming that the empire had 'surrogates' 
around the world that engaged in terrorism 
(Libya, Cuba, Nicaragua, and the Palestine 
Liberation Movement), Reagan and hi;$ 
henchmen engaged in an all out war against 
socialist and progressive governments and 


movements Through military support of 
countcr-rcvoluiionary movements such as 
the Contras in Nicaragua, Umta In Angola, 
and the Islamic tundamcntalists in 
Afghanistan, US impenalism was able to 
inflict catastiophic damage to socialist 
economics in the third world and directly 
assist in the killings ut millions ot people 
rhroughclandestincuperetionsandimancial 
assistance to pro-western capitalist elements, 
US imperialism was also able in the 1980s 
to destabilise easiern European socialist 
economies and assist in then collapse 
US imperialism in the 1980s marked the 
return ot outnght miittansm pathological 
inti-communism md fervent Americanism 
tombined with massive assaults on the 
working class and iis institutions on behalf 
ot corporate and finance capital 
Internationally the 1980s represented US 
imperialism’s desperate but determined 
struggles to lelashion a global empire 
invasions in Lebanon Grenada, Panama and 
the bombings ol Libya were the highlights 
ol the brutality ot US imperialism 
Domestically, the 1980s were a decade ol 
financial speculation corporate mergers and 
ukcovers record bicaktng defence spending 
and huge deficits economic displacement 
poverty and polaiisation 
Given the need to respond militarily lo 
(liallenges lo US imperialism throughout the 
world and to stimulate the battered US 
economy I S detence outlays more than 
doubleddunngthe 1980s ‘from$134billion 
in 1980 to almosi $ 300 billion in 1988 
[Hanson 1993 15K| Fhis represented the 
biggest increase in dcicnce spending since 
the second world war with the total lor the 
penod approaching $ 2 trillion (Centre tor 
Defence Intonnaiion 1987b 1-3] Nuclear 
fighting alone accounted tor 22 per cent ot 
military spending between 1981 and 1987 
[Centre tor Detence Infomarmation 1987a 2 ] 
Nuclear weapons research rose trom $ 3 2 
billion to $ 10 billion (Centre for Defence 
Information i987a 3] Military aid also 
expenenced dramatic increases dunng the 
1980s It "more than doubled each year, trom 
$ 2 I billion (0 $ 48 billion [Hanson 
1993 126] 

In light ot the declining influence ot US 
imperialism, economic aid went through a 
radical shift trom loans to grants Jim Hanson 
reported that while in 1970 US economic aid 
was $ I 4 billion in loans and $ 2 3 billion 
m grants, by 1989 economic aid considered 
ot only $ 694 million in loans and $ 9 2 
billion in grants” (Hanson 1993 135] He 
correctly observed that “the shift to outnght 
grants to the less developed countries 
indicated the increasing impenal concern 
over the economic and political stability ol 
American dominions and peripheries” 
(Hanson 1993 135 [ 

Reagamsm left a haunted legacy behind 
It and It proved that unregulated capitalism 


‘free markets' ii even more bankrupt than 
Keynesianism in dealing with the problems 
ot contemporary US economy in the course 
ot only touryears Reagan's policies e'en verted 
the US from being the world's largest creditor 
nation lo the world's largest debtor nation 
The last time the US was a debtor nation was 
back III 1914 The deficit in US merchandise 
trade balance went pp from $ 25 billion in 
1980 to $ 160 billion in 1987 (Husted 
1991 205] From a surplus in his technology 
products of S 25 5 billion in 1983, negative 
numbeis were recorded less than a year later 
[Mcrnl! 1985 45], and by 1986 the US ran 
d $ 2 6 billion deficit for the first time in high 
technology trade [US Government 
1989 236] Asfurtherindicationotthedecline 
m the competitiveness of the US economy 
under the Reagan administration, the US 
share of US-issucd patents dropped trom 73 
per cent in 1970 to 52 per cent in 1987 as 
Japanese inventors increased then share of 
patents received five-told [US Government 
1989 229] 

What went ‘nghf tor the US economy 
dunng the 1980s were foreign investments 
By the end ol the 1980s US foreign assets 
more than doubled the amount of assets 
owned at the bcginnmg ot the 1980s [Hanson 
1093 145) Nevertheless, foreign investments 
in the US exceeded US investments overseas 
by $ 2 trillion [Hanson 1993 145] This 
development in the international financial 
relations ol the US also represents a reversal 
to the conditions in 1914, causing many to 
decry the selling otf America” [Omestad 
1995 191-202] 

Rcagan’spolicicsmongagedtheccoijomic 
future ol the American people for a long time 
lo come While the tederal debt in 1980 was 
$ 908 billion, by the end of Reagan’s second 
term it had nsen to $ 28 trillion Debt 
skyrocketed dunng the 1980s at all levels 
ol Amencan society as another method of 
Reaganomics to gai n recovery of the economy 
was through consumption spending In this 
respect the ‘net national saving rate in 1989 
was less than 2 per cent, the lowest since the 
1930s” [Wilber and Jameson 1990 107] 

fhe attack ot the Reagan administration's 
spite on the working class was massive and 
unprecedented in post-war America Real 
wages in the US, which had become stagnated 
since the early 1970s, tell in absolute terms 
throughout the 1980s [Cohen 1993 120] as 
labour was forced (under trade union 
leadership that had long ago become junior 
partners to capital and big business) to accept 
the logic of 'restructuring' and threatened 
with lay-offs if cuts in salanes, pensions, and 
benefits were not forthcoming Cuts in social ^ 
programmes took place across the board and 
ketchup was classified as a vegetable m 
public schools (Collins I995[ With 
deindustnalisation in lull sv iiig and capita 
flight ninning rampant in pursuit ot higher 
rates of profit overseas, traditional high- 
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paying blue eollar jobs were rapidly 
dii>appeaiing and replaced in tuin with low- 
wage/no bcnetiis service oriented jobs 
ILovcman and Tilly I9SH 46 65| SomeW) 
per cent of all new jobs that were created 
between the late 1970s and the mid-1980s 
paid less than $ 7,(XX) a year (Laser 1989 S| 
Moreover, the rather paradoxical situation ol 
lewerjobs and longer working hours became 
a standard feature ol the US economy in the 
1980s as capital was seeking to cxtiact as 
much surplus out ot existing labour power 
as possible since new hiring meant extra 
costs in bcnelits and pensions Not 
surprisingly povciiy and crime leached a 
new pleatcu in the 1980s and the number ol 
homeless people in 1987 was estimated to 
have swollen to three million | Wilber and 
Jameson 1990 I Hj finally under Reagan s 
economic policies the middle i lass dwindled 
but the total wages ol all millionaiics 
shotup24J pel cent a year [Barlett and 
Steele 1992 4| 

The 1980s were the best ol limes loi 
corpoiatc and linance capital even though 
the l99(Js under Clinton arc shaping up to 
be even nioic prospeious Through vicious 
assaults on salai led workers and middle class 
wage earners huge tix breaks lor the iich 
and the corpoiations and outiighi iheti 
owneis ol US cor|ioraiions wcu able to 
realise between 1982 and 1986 an inciease 
ot 92 (K’l cent in piolils htjon tuu \ and 
.in ever greatci late ol piolii ol 118 |)ci cent 
aliei taxes jHainson and Bluestone 
1988 110] Indicative ot the accumulation ol 
wealth into lewer htinds meigers ipcreased 
by a wobbly 80 pci ceni between 1980 and 
1986 with megamcrgeis (iliose over 1i I 
billion tn v.ilue) beine the lule raihci than 
the exception jLeveson 1991 29 Kavitr 
199?) Deiegulalion which was supponed 
with ev en giealcr tervoui th.m Ronald Reagan 
himsell by libeial democi.iu such as senator 
hdward Kennedv lioni Massachusetts, 
ol leied tremendous gams to mono|x<l> c .ipital 
ascompetitionsiipplYcausedtheev i|ror<ition 
ol small business (in the lias king ii.dusirv 
lor example) and allowed c apitalisi pred.iiot s 
10 rip the public Ironi billions ol dollars 
nereeulation c iiised ths I irgesi ripolt in the 
histi'rv ol US banking with llu lollapse ol 
the Savings and loans indiisiiv whuh is 
estimated to cost US iax|).i)ers something 
between $ S(X) billion and S 1 tiill.on (I ong 
199^1 

The Rcag.in policies as well is ihose ol 
Geoige Bush .ind Bill Clinion m the carls 
ind mid 1990s lespectnelv can only be 
undersUHHl in the context ol the spccila 
economic trends .md class developments 
taking (ilace in the I S and the global ..s onomy 
since at least the late 1970s I he essence ol 
the new economic Iraniework revolves 
atoundlhenon productive s|x’culaiive, and 
linancial component ol capital bv the end 
ol 1988 the net s.ipital stock ot linancial leal 


estate, and insurance ifirmir larger than 
that ol all manutacturtng rndustrics 
combined \Monthh Aevien. June 1990] 
Indeed, by 1988 speculator capitalists 
leplaced industrial and petroleum capitalists 
as the most dominant faction in the US ruling 
class IPetras and Davenport 1990 16| The 
base ol opemlions ol this class arc the stock 
markets the inieinational currency markets 
investments and pension tunds The global 
market is their home field In this contexi 
the Gull war ol 1991 was just as much part 
ol an clloit on the part ot the US impeiial 
stale to maintain the status quo as it was over 
oil pioduciton and concerns with disruptions 
ot Intel national capital markets 

The linaiuIileconomy’ islhetopprioiity 
ol LS polus makers in the ciiireni sUige 
ol the internationalisation or tians 
nalionalisaiion ol capital The expansion ot 
US global power is driven bv the aim to 
promote and protect linancial markets The 
domestic economy has become a means ol 
extracting the necessary resources lo linance 
the global operations ol capiial 'I he 
eliimnaiion ol high-paying mdustn.il jobs 
cuismwages .ocialprogiamnicsandbenelits 
piovide the lesources through which the I S 
impciial state suppotts the operations ol 
linance capital overseas 1 he I S eionomv 
IS thus shaping up as a two ticied ecoiiomy 
a wealths elite ind derives its gams ind 
bcnelits lioni the global econoni) and a 
labouring populalion that woik it ihe 
minimum w.ige to suppoil the mteniaiional 
drive ol c ipit il In tod ly s ecoiivinic 
ciivironmem ihe dillcrcnce m the Ameiuan 
polilical sssiem between democials .md 
lepublicans is over which side can best 
icionmiodatc the interests ol corporate md 
Imancialc ipitil Ihec isewiihwhichClinton 
backed aw w liom his elccloial piomises lo 
cut dclencc spending inve'st li 20 billion a 
V e.ii ovei tour veai s I or rebuilding Amcric a 
and spend money on progiammes th it would 
di'octls cieale jobs speaks directly 'o whose 
interests ho represents C Itnton w le backed 
in the 1991 clcetions by the largest US 
corporationsoverGcorgcBush Aspiesidcnt 
he IS now repaving his debts to the masters 
ol capital 

IV 

('onclusion 

h has bteonie very common m the last few 
vows with all the talk about globalisation 
lo ticai imperialism as a movement buili 
iioiind Intel national co-operaiion and 
unity md therefore to detach tiom it the 
contradictions, problems and sharp 
.mt.'gonisms built into the system as a whole 
or the eltects associated with the political 
economy ol imperialism m geneial | Steven 
1994 271 96| The curient status ol US 
impciiilism however gtxrscniirely against 
sue I. I mode ot discourse as iis decay as vyoll 


a.4 Its dmlhiliJngefrofi jfcrpbbol 
IS a direct expression of the economic rivalry 
among the major i mpeiial powet s lor overseas 
expansion The new global economic 
framework that has come into the world 
stage constitutes a break with the past only 
insofar as there has been relatively little 
opposition to It than it has been the case in 
ihepast There aie no indications Ola global 
stale’ [Olyn and Suiclillc 1992 9^J (Ihe UN 
has in lact been convcited into an arm ol US 
loicign policy) but only the reality ol global 
exploitation In the context, ihcretore, ol an 
ever present anarchic stale system driven by 
ditterentoiganisauonal units, and whcicthc 
logic ot capital accumulation le^ns supreme 
competitive struggles among transnational 
capital, and contlici and discord among 
imperial stales will always prevail ovci 
systematic co-opcration 

In the mid-1990s US global inlluence is 
of course still quite pervasive and will 
continue lo be so loi some lime to come US 
imperialism holds pieponderant miliiaiy 
[Kiwci and dictates economic life m many 
regions ol the third world and has expanded 
powci recently in eastern turope li has also 
temporal ily nculnlised the idcmlogical and 
political mnuence ol socialism loiced a 
rcticat on third woild nationalism and h.is 
strengthened its cultural grip on the world 
111 .1 variety ol disturbing ways Cultural 
hegemony tan go a long way toward 
paidlysing politic il and social change When 
ihc im.rgcs ol Hollywood or Ihe sounds ol 
haid lock and lap and hip hop music seivc 
•IS the culluial siiiiiiil.itioii ol the youth 
around Ihe woild tlicloiceol US imperialism 
IS alive and kicking 

At the he.iii ol these developments, I 
believe are the disiniegraiion ol the USSR 
the retrenchment ol the I ell the weakening 
ol bade unions dc)H)hiicis,i(ion at the grass 
rtvils level and a sense ol chsempowermcm 
owing hirgely to the siiuciur.il i hanges in the 
workplace and a whole series ol other 
seemingly ainotphous and impersonal 
economic trends put out bv the new wave 
ol globalisation It is these iranslormation 
that del me the new stage ol theglohal political 
economy and enhanie the poviiion ot US 
imperialism In tailing to recognise this that 
polilical and social action (or the hick ol it) 
IS the dcienninant ivgcni in recent economic 
developments we tail lo recognise the 
possibilities lot revolutionary actum 1 here 
IS a huge gap today between the ntilitary and 
political power ot Ihc* US and its capacity 
lo support those lomtsol powcrcconomically 
The US economy has grown more and more 
impoverished over the last 20 years or so as 
Its dirmcstic icsourccslirc being plundered 
lo finance global expansion To maintain the 
empire today costs i I irtllum annually And 
all this while the US society colt.ipscs under 
the oppressive weight ol long-term 
uncmpluymenr declining living standards 
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tmiMit, de(eHordtingfn(r<jstrudtufe, piahettc 
cduLdtionnI systems and so on While US 
impenalism Ilexes its niilitary muscle abnud 
md expands the interests ol corporate and 
(Miancc capital 20 per cent ol children and 


unpemitsi war’ 

8 Tbecofmecnonhctw^buXiOtMX and political 
elites m the so called progressive’ era is 
spelled uui in a rather controversial analysis 
about ihe cconoiiuc dcselopmenis in iht US 
during the first IS ytars ol the 2(Hh century 


4S |)ei cent ol black childicn in Amenca live 
in poverty 1 US Governincm 19^2 ISO], the 
nation tanks almost dead last in maths and 
science skills among IS industrialised 
couniricsI/tiisiiK\s WtiA August IS IW4| 


by Kolko l l%t| 

9 rills ptiinl IS Well noted in Gracbner 1 1984) 
an otherwise typie il bourgeois analysis of 
US foreign poll y where capitalism md 
impcriilism ieeu> not even a single entry 
in the index 


and Japanese investors are tinancmg one 
thud ol the US government budget dclicit 
I Hanson UJtJl 14S| 

In many ways the US is beginning to 
lescmble what the tin met Soviet Union h id 


10 This IS a title used by James Weldon Johnson 
a black p<Ki and leader to describe the 1919 
race iiolsandistjui ledin the work otPranklm 
and Moss Jr 1 1904) 

11 For oulsi Hiding ircaliiienls of (he role ot the 
IMF and Ihe W iild Bank see the works ol 


bceomc by Ihe Idle l‘J70s a pa()er ticer Faver(l974 19X^1 Alsosee Danaher(l994) 


[he tuneni slate ol the political economy 
ol I S imperialism is such that there is a 
acomctric condition between Gull wai 
niilitaiv campaigns and Los Angeles ivpc ol 
HOIS It may serv well be the c ise that the 
dupede.istoinFumpcanshelicyc still 111 ilihe 
I Swilleomeloihcreseui oliheircconomies 
lull II IS loi Ihe lirsi lime |/e'ili ips in inodern 
US history ihal ihe new cene ition >1 
Ameiie ms is i lenlilymi: Ihe I S not by its 
sUeeisses bill i Uhel by its I iihiles Ille 
ililllellges now loi the I ell is U lllin II ll 
diseneh iiilmei I into pohlie I lelion 


12 for a bnel discussion ol (he ongms and 
goals ot the Kreiion Woods system see 
Cohen(I99S) 

11 One of the best malyses ot aid is i means 
of imperijlisl explmljtion remains lhal ot 
herre Jalee (1968) 

'4 For an exeelleiil leeounl on MeCirlhyism 
and Its eticels on Aincnean siKielv and the 
world Ciiillilh 1988) 

IS For imlyses ol llu loiil eOsI ol Ihe Vielnim 
w ironlhe Anieiieaneeonoiny seeMeCanhs 
(|97l) ind ( I lylon (1971) 

II) Dill tor uneiiipl viiieiil rales during Ihe 
eeonoiiui neessu us ol the l9S()s uedemed 
lioiii the eeononiK chronology found iii 
Meinielslein I I9?s) 


Notes 

I This IS ihe nile ol I leeelll hook by S umi 
Amin /uiyuii i f ( liiin ( 191 ’) 

(hills loiiipiiing I > |)i Hill iisily growth 
\ ith Ihe oiliei (i 7 n ilioiis s III Ik IoiiiuI in 
( ohell I I I'lt) 

t Ihe new illipell ilisi I I ki which III IV hi 
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VVilh iiehby (I99h 
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Some Conceptual and Empirical Issues 

Sumit Roy 


Resource alloc atom through the itate or the tnaiktt or through both has occupied major interest m economic 
theors and polii > Hence the role of the state and the mcnket, the former symbolised h\ various forms of intervention 
and the lattei h\ neoctcissiceil economu \ and pt icing, has preoccupied anahns Debates have raged ovet 'state failure' 
and market failure' s\ ith the seait h fornesi theoretical approaches Inthis < ontixt Ness Institutional Economia (Nik) 
focuses cm cinahsing the londiut of lational individuals under various forms of market failure Basically a social 
dilemma emeiges sshen tadual indnidualism heiomes inconsistent with social sselfarc such that the choices made 
h\ rational individuals sulci outcomes that aie sonalh undesirable ft e net Pareto optimalits f with market failures 
sieULng social dilemmas NIL pioft sses that institutions piovide the mechanisms to enable individuals to escape the 
leiistcm hetss een indnidiial ciiul soc icil icitiimalits created bs the perverse incentives that pioduc e the failure of markets 
While Nir sets out lo build on modifs and < Uend neoclassical theois it functions fiimis in the realm of scaicitv and 
< ompetition An ciiials sis of NIf foi cic velopment demands a fuller understanding of the lUtt laction between the state 
and de\ elonment poln les Phis papci aims to highlight some of the ke\ conceptual and empirical issues which impinge 
on Nit 


I 

New Instituti<»nai Ltonomies 
and Deveiopniciit 

KLSOI KC [ illocanoi Ihiougli ilu injrki‘1 
(II thi. siaii. )i tnunieh ainii. < oiiihiaadoii 
III Ixith hi hoin ll i. Iikus oI inUiesl in 
i.i.<iitomi(. ihi (II) indpiiluv in ikin^ Hinte 
till, use il Lithe. iIk mirkLl bisecl nn 
iKdilasMLil LtoKiiniLs mtl undL'ipinned 
hN p.inn^ OI 'he s' ik symbolised bv 
^(ivLinnent 'ntcrvcniion is ol maior 
II iporiant. in uiid(.^istanding tiu piocess ol 
fliimlh and dcvclopiikni llo(LL\L’r both 
alloLaiivL niLLhanisiiis inav deviatt Irom 
llk.r noims Thus Iht iktessarv and 
suIIilIi'MI Londiliuns loi lullilliiig paicio 
optimum Ihiough the pntim. moLti.misin 
may not he met because oh mpertec t mai kt'ts 
cxtcinaliiies inability to supply particular 
goods and seivices and intormaiiun 
delicencics Similarly slate ontovernment 
intciM'niions may lead to allocatne 
distoitions with incIlKiencies in ptoduilion 
and consumption Underpinning the tole 
ol the 'state and/oi the market is the access 
ol diltereni classes lo state power which 
is the cornerstone of dcctsion-makmg over 
policies 

Inthiscontext new institutional economics 
locuses on the study ot thee onduct ol rational 
mdisiduals under vaiious loims ot market 
liilurc \ social dilemma cmetges when 
radical individuulism becitmes inconsistent 
with social weltare such that the choices 
made by rational individuals yield outcomes 
that ate socially undesirable |i c. net pareto 
opiimalityi. with murket lailurcs yicldini; 
social d leminas The core argumcm ol Ni^ 
IS that tnMiluiions provide the mechanisms 


to enable mdividu ils to escape the luision 
between individual and social lalionalilv 
cieaied by the fKisersc incentives ih.u 
produce the I iihiic ol markets It builds on 
and modtlks neoclassical ctonoinks in 
order to lesolsc lie piobleins ol market 
failures through alloc ilive mechanisms such 
IS property arr mgcmcnl pi i s itc conli ids 
communtl/comiiiunily iii mgcmcnl'. ind 
tollective provision 

Analysis ol Nil c in be divided iiiio two 
broadapproaches lirsi cllicienc; inipioving 
institutional change through a reduction in 
transaction and inloimation costs ind 
second the Iheoi) ol colled i\c idion|Nthli 
and Nugent 19hyI Moieosoi the eniplusis 
on ihe cHcd ol in institutional change on 
control ot surplus by i particular class ilso 
suggests that llu ciucsiton ol olliiiency 
improvinginstiiuiionalchangecannoi ic ills 
be sepaialcd liom lhal ol ledisiribuiiso 
institutional change This is pariu ularly the 
case when issius ot colledisc adion 
bargaining powci class capacity mobili 
satum and snuggle in the historical priKess 
are important IBirdhan I989| Given that 
the lole ol the .lak [oltcn referred lo in the 
NIL litciature as the goseminent | is 
emphasised in both the transaction costs and 
c(vllcciive action components ol NIF both 
..pproaches have to be interrelated and 
complementary (Nabh and .Nugent I989| 

Neoclassical institutional (xonomisis have 
concentrated on elficiency improving 
institutional change While NtE sets out to 
correct market dchciencics, in an attempt to 
bridge diltcrenccs between individual and 
societal inotisations, it lunclions tirmly in 
the realm ot scarcity ami competition [Nonii 
1993. Bates I993j 


Basically the assumption of Walrasian 
iicoclassK.il economics that equity and 
el lieu my arc separable breaks down when 
iransadion costs ind imperlcct miormation 
aic impoitdiii Ihe icims and conditions ut 
conir.ids tn vaiious transactions which 
(liiedly alted the clliciency i)l lesource 
illocaiion now depend crucially on 
ownership slmdurc and piopcrlv relations 
Institutions which can lower transaction c osts 
are the kev lo perlorinance ol economics 
ostsolmiormation negotiation monitoiing 
CO ordination and cniorcdncni ol conir.ids 
IBardhan 1989) ll insiiuilionv ari lelined 
as those lulcs norms and customs .indiheir 
enloicemeni chaiadciisiics which tielinc 
riehis 111(1 icsponsihiliiKs in economic 
transactions no one can dispute that it is 
important to analyse how dillcrciKcs in 
cconoiuK oiganisilion ire shaped hv 
political social cultural lehgiousand legal 
condilKiiis le byladoiscommonlvretcrred 
to under the iiibiic ol insiitntions |North 
199^ Bales i99M 

The miciadion between msliiulions and 
organisations lies ii the core ol NIF 
institutions locus on rights and obligations 
ineconomic transactions whileoiganisations 
leconomu social political) which integrate 
the interests ol ditleieni groups shape lUid 
die in tuin shaped by msiitutions A (hange 
in relalivo prices under neoclassical 
inslitutimial economics makes relalive pinc 
changes the dri ving ((tree behind instiimional 
change m hisiory 

The creation ol piopeitv rights embodies 
a major response to the problems ol 
external effects makingeit m the prisute 
imcresisof maximising individuals to make 
socially appropriate production decisions 
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NIE professes to offer a radically different 
development policy than those of either 
traditional development economists or 
orthodox neoclassical development 
ecoiiomists Neoclassical economists have 
assumed implicitly that institutions do not 
matterandthat getlinpprn.esright’ should 
guide policy However getting prices 
right" onlv has the desired consequences 
when you already have in plate a set of 
property rights and conterment that will then 
produce the competitive market conditions 
INorth 199M 

As a result ol the cieation ot property 
rights the producers incur tinancial costs or 
reap financial benefits The overlaying of 
market relationships on lop ol the physical 
relationships provides economic incentives 
foriheagenistotakeinioaccounliheexternal 
orsocialimpacloltheii production decisions 
Public goods also constitute a source ot 
market failure In this case interdependence 
exists not between the production functions 
ol firms but rather between the utility 
functions ol individuals, it its consumption 
by one individual does noi dimmish the 
utility deiived from 'ts consumption by 
another the consumption ol the good is non 
rivalrous and its provision non excludable 
People basically fail to imance as much as 
they truly desire 

Tlic theory ol collective action is sh iped 
by individual motivation with the sell 
interested individuals undertaking .iction 
which can benefit them collectively 
Collective action poses critic al questions on 
the relationship between interest gioups and 
thestatc Thestatemayheplavmga mediating 
role positively responding to nleresi group 
pressures and m turn the need to evaluate 
the relative mlluencc ol dillcieni gioups 
But Irequentlv the st iic and its agents aie 
not neutral and passive bvstandeis in ihe 
piocess ot gioup interaction eiviiig use to 
a positive theory ol leni seeking Inieicsi 
groups niav use dillereni means to 
accomplish then aims Thus mieresi eioups 
can use the stale iii lullil then section il 
demmds by inlluencing voting piiteins 
legislation and rogulaiiiig aeeiuies 
admmisirat’ve budeeis rules and judiciil 
decisions Moicovei the theory ol ici.i 
seekme has been dc'seloped and applied to 
developed coiiiiliies within an msiiiulional 
framework ol lesixinsible goveiiinieni hut 
developing countries have been charac tense cl 
by autocratic governments and bureauc rac les 
This implies that Ihe theory and its 
predictions can be transferred lodevelopmg 
countries |Nahli and Nugent 19K9| 

The actions ol the stale can allect 
iransac lion and information costs and hence 
choice ol organisational lorms and types 
of controls Diflerent gioups or agents have 
the incentive to organise themselyes m 
such a way as to inlluence those state 
dei isions in the protection ol their interests 


/ndivtdwals or gro^^ 
existing insiiiulionalalfemtttivesormacro 
rules or other insiitutu>n.s inefficient or 
I nequ itable or hot h can engage i n col lee ti vc 
action to bring about an improvement in 
the situation 

The critiques < I NIE have posed questions 
on Its lelevancc and its application Phis 
includes issues such as its role at the micro 
and the macro level in the short and the 
long term and the need to gr.isp more fully 
the ways m which the state can thwart or 
advance the process of socio economic 
change It has been claimed that Nib can 
have a wide and varied range of application 
to the micro or sectoral development 
piobicms but it is limited in terms ol its 
usclulness as a grand tlicoiy ol the 
development process in its optimising only 
lor the present oi the short term iiid even 
It micro or sectoral level it may abstiact 
Irom icquirements ol future development 
fToye 1991 |7 I8| 

It may be rctlisiic to aicue that Nib 
provides a traniewoik foi enliaiicint: the 
clticiency ol markets while the state plays 
a supportinc rtde by regulating me dialing 
and inieivciiing to leloim instituiions not 
subject to market pressuic*s|Tovc I Wt l(i| 
But an undersi.inding ol real lilc economics 
demands bringing institutions ind power 
lelaitons into lormal models |Hasu l9Sfi| 
Moreover while the stale c<iii cicalc a 
layouiahlc enviionmeni in which markets 
can luiution this captuies onlv one 
dimension ol the lole ol 'he si itc which 
encompasses i wide range ol intcivcniunis 
to shape till development process In tho 
resficct Ibeic arc iiiaior doubts iboul th( 
extent to which Public Choice llicoiv his 
coiiiiibaied in i decisive way to an me ic ised 
U'ldcrsiuiiding ol the lole ol the state iiid 
ol insiiiiiiions m the economy The thcoiv 
ollcis no soliiuon 'o the ^ritic il question 1 1 
how lo incoipoiaic the state in i ihcoiy ol 
economic development rc|XMinig an old and 
I mill.It sioiy that eoveinnieni iiiicivciition 
IS I bi ike on the cllicienc) ol tin niiikit 
llld llclicc should he kept lo I miiiiiiviiii I 111 
en.piiic il evidi'iici ot this Jogmi is wc ik 
In ordet lo iiace iIk causes and origins of 
this inieiveniion .n the economic sphcic an 
anilyiical framework which goes beyond 
the bound Hies ol those iheoiics li is to be 
cleycTo|Xd |(mnaiison f99?| NICcl.iinis to 
extend econoiii'c iheory by im oipoiating 
ide.is .md ideologies in'o the anilysis 
modelling the political piucess as a ciiiical 
tacioi in the pcrioimance o' e..ononiies as 
Ihe source ol the divcise perlormance ol 
.'(ononiies and is the explanation lot 
inetficienl markets|North I991| Thus to 
grasp more fully the relevance ol ME in 
resolving problems <ii development it is 
essential to conliont the nature ol the 
inieiaction between the state and develop¬ 
ment p ilteles 


State and Devdopnwnt: 
Indian Experience 

Section f emphasised that the an.ifysis ol 
NIE cannot be divorced Irom the lole ol the 
stale in development This demands 
confronting the SOCIO economic forces which 
inhibit or advance state policies In this 
context this section using India highlights 
lust state intervention m the agricultural 
sector m the context ot various forms ol 
exchange iclationships and second ways 
in which property relationships impinge on 
state policies under mdiisirialisalion and 
liberalisation 

Recent studies on nco-hbei il policies 
looted m neoclassical economics, at the 
global and the domestic level expressdoubts 
about such policies creating a him basis lot 
sustainable giowih The viiiues ol the neo 
hbeial approach cannot be divorced Itoni 
analysing more closely the quality of state 
actions which is mietivvined with questions 
onaccesslo and use ol, stale power Curient 
debates on understanding more lullv the 
mier.iciion between Ihe si.iic and ihe maiki I 
must be londucivd in this Ir.inic ISingci and 
Roy 1991 164 611 ihiscaiialsobeexlendc'd 
to 'hi study ol Nil which tries to resolve 
the problems ol market l.iiluic 

Many studies untold the dominiiion ol 
the Indi.in state by the niaior piopeiiinl 
cl isscs III this context debates have iaged 
ovei class in itsell cl.issloi iiscTI .indclass 
action emhr.iciiig ilie uivision ol so< ictv 
on the bas.s ol coiuiol over pioduclivc 
lorcc's llld Its iiiiphc.iiions lot lugaiiisiiig 
.iclioii to mainiaiiiand liiiihei cl iss inteicsis 
IBvies I9«h (. 1 ) (b)| 

this has enieigcd against a b.ukgiouiul 
Ol changing lelaiionsl'ip between the ccntie 
and the si ties with lar re.ichmg ccononiic 
and political imphc,ilioiis |Saihv iniuilliy 
I989| Some have consideiccl I'lieresi 
rathei than class as the b.isu iiioiiyaling 
and organising pnnciplc ol politic il 
economy allachiilg moic sigiiilic.incc to 
caste tribe si itus group ichgion and 
linguistic lictors The notion ol interest 
eioups IS composed ol oiganised interests 
and demand groups interest groups 
cnibf ice a voluntary association ol 
indiv idti.ils who bandiogetherto move public 
ixilicv in a particular genci.il oi specific 
diic'ction The lndiansialeisseeiiasci(icrating 
independently ol the interaction ul class 
lurces and is ,i 'state in itself’ (Rudolph 
1988] Phis thrust has been scveiely 
ciiticiscd lor being divorced Irom the 
lelations ol production and piopeitv rights 
(Bytes I988(bl( Ol cquus' at the level ol 
IMiliiical organisation, lactois such as caste 
orrchgton may block ortrustrateclassaetion, 
and may necessitate the use ol supporting 
mechanisms to challenge economic. stKial 
or political injustices 
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NIE has been posed tn the context of 
contractual choice within the agricultural 
sector embracingcuntracLs bet ween diflerent 
owners ot inputs used in production 
[Baidhan 1989] The forms of contracts have 
covered fixed rent contracts wage contracts 
and share contracts These have been 
paralleled by contractual relationships over 
exchange ot outputs The nature ot property 
relations within the agnculltiral sector docs 
clearly have implications for the terms and 
conditions of exchange and ways m which 
the contractual arrangements i an be changed 
The state can also play a ma)or rule in 
moulding this process 
In this context property relations have 
influenced, and been inlluenccd by 
state policies to accelerate igricultural 
productivity through attempts to revamp 
agrarian relations through land reforms (and 
spreading iirigationi in the period 
immediately niter indepcndcnci. and 
subsequently (from the mid-1960s) through 
green revolution technological stiaicgies 
with minimal disruption to the prevalent 
land lelations fhisexpencncc has important 
implications lot attempts to either change 
rural property relations or use collective 
action to improve the conditions ot the poor 
The Indian stale sci out to create new 
property rights through land relomis, to 
displace specific groups who had acquilred 
properly rights m the colonial period, by 
new groups who could increase agricultural 
produclivity Thus tollowiiig independence 
the lelorms focused >n eliminating the 
intermediaries between the slate and the 
peasants, ihe /amindars who were seen as 
the ptincipal culprits in bringing about 
agricullural stagnalion trom the close ot 
ihc fiih i.cntury onwards The large semi 
feudal landlords (the zamindars and the 
jagirdars) and the absentee, non-cultivating 
landlords were exposed to the reforms 
However the mam beneficianes of the 
land reforms were the rich peasants, who 
reinlorced their status as independent 
proprieiois and emerged as the new 
dominant class in the agranan structure 
[Roy 1990 49-50, Byres 1981 420-21] The 
1950s witnessed a mass eviction of tenants 
because of the fear of future land reforms 
Etforts were made to secure as much land 
as possible for personal cultivation 
Tenanted land also passed from the poor to 
the nch peasants Tradinooal sharecroppers 
continu^ to exist on an extensive scale The 
conditions of the landless labourers may 
have actually worsened in some areas 
(Byres 1981 424] The retorms made modi¬ 
fications atonly theuppermdoftbe agranan 
structure, such that land tenure remained 
highly inegalitanan, with implications for 
power relations While, the laige facial 
landlords [zaimndars wd jtgirdars] and 
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a blow as a result of tM reforms a small 
group emerged who were ‘ripe lor 
transformation into capitalist farmers 
[Byres 1981 421] 

The land letorms set the frame wilhin 
which the adoption of modern technology 
took place in the mid- 1 960s, and gave nse 
to cntical questions on competition between 
industnalists and rural landlords tor slate 
power Inadcxtuairgrowthotiood production 
and the need to depend increasingly on food 
imports were major pressures behind the 
neki lo adopt tec hnology to boost output per 
acre This was underpinned by the limits of 
land reforms and inability to extend land 
tor cultivation External agencies such as 
the Ford Foundation, which had a major 
role in advising ihe government of India s 
food strategy in the late 1950s emphasised 
that land rctorm was not to discourage the 
development of a piogressivc group ot 
cultivatois with middle sized holdings 
Modern technology was based on kev 
biological and mechanical inputs incluJine 
new seeds chemical fertilisers and 
irrigation through tube-wells Spcctlic 
strategies started emerging in the early 
1960s through the integrated Agricultural 
Area's Programme (I AAP) and the Integrated 
Agricultural District's Programme (lADP) 
in specific regions of the country with 
given pre-condiiions (Roy 1990 56-58] 
The culmination of the technological thiust 
was the ‘green revolution' in 1965 I his 
concentrated on regions such as Punjab 
west Uttar Pradesh, Haryana and Tamil 
Nadu and was based on high yielding 
variety of seeds for wheal and rice 
chemical fertilisers and controlled imgation 
through tube wells The‘green revolution 
aroused economic and socio political 
anxieties in the context of an agrarian 
structure characterised by sharp inequality 
[Roy 1990 58 59] 

The expenenc e of this strategy reveals ihe 
ways in which the stare, coupled with the 
market, can create the infrastructure and 
supporting institutions, to ensure that 
technology to increase farm productivity 
can be adopted and used profitably The 
state set up institutions which enabled 
agricultural research on technology- 
based farming and made provision of 
technology and credit, and price support 
for output The technologies earned cntical 
implications for scale and divisibility of 
technology and agrarian relations 
Biological technologies such as seeds and 
chemical fenilisers were divisible. This 
was not the case with mechanical 
technologies like tube>welis but their using 
tune was divisible Hence, in theory, the 
technologies could be adopted by any 
peasant irrespective of his farm sire In 
practice, the large peasants tended to acquire 
technology both through the state 


IhufuittihH hfiil' thh niaifKetj dn 
favourable lemul than small peasants Hus 
enabled them to reinforce their dominance 
over marketed surplus and hence their 
power at the village level The evidence 
alter ihc adoption of modem technology 
suggests very strongly that the small peasants 
were unable to retain their former advantage 
(in terms of having a higher productivity per 
acre than large peasants) with a breakdown 
and even a reversal ot the pre-technology 
inverse iarm size-produciivity relationship 
Technology did not exist in a social and 
poliiical vacuum but was appropnated by 
specific classes and used to intensify their 
classimercsts|Bvre\ 1981 416] The'green 
icvoluiton gave nse to questions of inter¬ 
regional and tntcr-class equity (Roy 
1990 59 121-24, Bytes 1981 408-19} 

The functioning ot Ihe state institutions 
and Ihe markets lor technology and inputs 
throws light on the roleof formal and inlonnai 
exchange relationships Case studies in 
western Uttar Pradesh show that allocation 
ot credit and technology (e g. fertilisers) 
thiough state parastatals. and m particular 
CO operatives, was governed by formal rules, 
regulations and procedures which were 
agreed by all the members In practice, 
however, three key findings emerged in the 
relationship between the state institutions 
and the peasants First, self-exclusion by 
some ol the peasants arising trom risk 
aversion led lo the denial ot institutional 
benefits Second, the format stipulations 
demanded Ihe fulfilment ot security 
requirements, extending support to those 
who were in a strong economic posiuon m 
the villages Third, the power relationship 
in the villages was mirrored in the capacity 
ot the peasants to enforce their legitimate 
nghts over their share of institutional credit 
and technology In consequence, the small 
peasants were unable to bargain as forcefully 
as the larger peasants (Roy 1990 152 57] 
Peasants turned to the markets and 
engaged in informal forms of exchange 
to compensate or complement their 
requirements for technology and credit 
Allocation of scarce resources in perfect 
market conditions is based on the operation 
of demand and supply which establishes 
an equilibnum price But imperfections in 
the market can give nse to deviations from 
this principle, with non price factors 
influencing exchange Formal markets can 
be conceived as those which are sanctioned 
by the stare, although it can try to intervene 
in the transactions Informal exchange took 
place over land, labour services, credit and 
technology These were interlocked and 
interdependent While such forms of 
exchange are not sanctioned by the stare, 
but are a product of decisions made by 
individuals, the state can choose to intervene 
and redress the terms of exchange 
(Roy 1990 167] 
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twe studies reveal Ihai ihc roots of some 
of these lorms of exchange c.m be traced to 
col Omal policies, eman iting Irom pressures 
on the peasants to meet subsisicnce needs 
andl rent revenue and t.ix demands ol the 
colonial stale Thus transactions emerged 
between peasants and suppliers ol credit and 
technology (moneylenders nadcis) Peasants 
also entcied into transactions .iniong 
themselves The relative bargaining power 
ol the* dillcreni parlicipanls m the markets 
was mirrored in Ihe terms and condiiions ol 
exchange nvci rales ol micrcsi quality and 
timing of credit and leihnolugy supplies 
Exchange rcluionships emerged over 
production credit and irngilioii Colonial 
policies had given a sharp siimulus lo such 
markets which enabled peasants lo acquiie 
linance to meet con* umpiioii needs The rent 
and revenue demands ol ihc colonial siale 
iniensilicddependency on sue h markets Irom 
the mid 19ih century onwards rhcjicasants 
had to meet their subsistence needs and lulhl 
colonial demands Phis hi ought about a rapid 
increase in indebledncss during the colonial 
era It was compounded by ihe wiihdiawal 
ol laccdvi Ol govemmeni eiedit which had 
been available previously Pechnologs 
brought about an extension of exchange 
over credit there was i demand lor 
produciiuii credit and cash was required lo 
purchase irngation Icrtiliscrs and labour 
services This was specially importanl lor 
small peasants who were uniible lo take 
advanlageottheciediiinsiitutions The state 
recognised the inability ol small peasants ol 
baigaining on equal terms under such turms 
ol exchange hut it was sevctcly limited m 
redressing Ihc terms ot exchange il it did 
not simultaneously mcrc.ise the supply ot 
institutional credit Inlormal exchange over 
irrigation embraced relationships among the 
peasants themselves between those who 
owned lube wells and could Ihcrctore sell 
water and those did not own tube wells and 
had lo purchase watei from the owncis 
when supplies Irom the canals, managed by 
the state tailed to supply adequate water on 
lime (Roy 1990 I69| The pattern ot tube 
well ownership was skewed towards the 
middle and large peasants and hence a 
signilicantpropoitionol small peasants were 
dependent on the laltcr lor water Maikeis 
tor fertilisers tunclioned alongside although 
the state intervened through seleclivccontrols 
(over price and quality ol supplies) (Roy 
1990 167 68) But there was often a 
breakdown of such markets because ot the 
tnabtlily lo ensure that the iraiisac lions 
conformed lo slate stipulations Peasants 
were often forced to pay prices above the 
controlled pnccs and to accept fertilisers • 
which were adulterated 
In both the state insliiulions the lormal 
markets and the inlormal exchange 
relationships, the poor bargaining position 
of the small peasants stemmed primarily 


from their relatineiy vulheraHk position m 
the village hierarchy Such processes h.»d 
cniical imphcaiions lor strengthening the 
position ot the middle and large peasants, 
who started competing for stale powci 
lollowing the green revolution’ undci the 
political Ic ulership of Charan Singh who 
hailed Irom VlaTut Uttar Pradesh and whose 
thetoiics voiced Ihe demands ol all 
peasants with a call lor greater provision 
otcheapei inpiiis credit, subsidies and price 
suppoit Ihc middle and large peasants 
started pressmising ihe state to lilt policies 
Irom Ihe urban to ihe rural sector and 
demanded more favourable agricultural 
policies (Byres l98K(a) Roy 1990 I79| In 
this context the virtues ol colledisc iction 
through pressiiie gi oups such as the Bharatiy a 
Kisaii Union which profess lo luilher the 
inieresisolail larmers’ needtobeciiclully 
assessed Analysisol protests by suchunions 
lonnsiancc against lowpiiKuremcni pnccs 
may conceal ciassdilterenccs within I irmcrs 
(Rudolph 1988) 

ISOI SIRIAI ISVIlON AND I IBI RSI ISMION 

I hescopeol NIE inthelorm (orinstance 
otcollec live pressures tochallengc industrial 
and liberalisation policies has to be placed 
III the cunlexl ol struggles betwee n Ihe inajoi 
agi ic uilural and industi lal propci lied c lasses 
over access to and use ol stale power and 
slate policies 

An analysis ol industrialisation embraces 
interaction between the public and Ihe piivaie 
seclor( slate market intciaction) and various 
loims ol stale intervention includinu 
regulating and mediating and creating the 
desired conditions under which markets can 
tunction Indusirialisalion occupied major 
inicrcst tor planners particularly Irom the 
Second Plan onwards It was closely lied to 
sell reliance while imports ot capital goods 
were to be reduced within a limited time 
span through domestic production which 
demanded access to natural resuuices India 
was well endowed with iron ore coal and 
other natural resources, and so could pursue 
industnal sell reliance Import substitution 
industiialisation the main vehicle to bring 
about growth and sell-reliance, was 
motivated by both economic and political 
factors The locus was inwards, inhibiting 
India s capacity to take advantage ot the 
positive global conditions in the l9S0s and 
1960s, but the thrust was on building a 
stfong and ethcient industnal sector, with 
a capital goods base (Singer and Roy 
1993 162] There has also been little 
appreciation ot the impact ot public works 
in agncullurc intrasttuclure, education and 
finance and banking, on industrial 
development and policy (Barn 1995] 

The Indian experience unfolds that while 
indusinalisalion progressed steadily up to 
the mid 1960s subsequently a tailing rate 


of iixftihtmB gtoUvth itcl Id fivni ^ midr 
l%0s onwards This was rooted in India’s 
political economy 

A number ol groups dunng the 1930s and 
1940s were concerned about industrial 
development and the role the state could 
play in It This included Indian businessmen 
economists and political leaders across the 
ideological spectrum Scvcial laciors 
contributed to this general interest in 
industnal policy with the rule ol the state 
langing Irom the then perceived success ot 
Sovicl industrialisation to the lessons drawn 
from Ihc Gicat Depression and the 
Keynesian anti slump inlcrvenimnist 
policies (Baru I995| ^ 

The Inundation loi industrialisation was 
laid by the Industrial Policy Slalement (April 
6 1948) Phis delineated the tunctions ol 
Ihc state and private enterprises including 
ptivaie torcign capital in Indian industrial 
development Stale control was divided into f 
three broad categories First a division was 
made between seciois which were lo be 
exclusive monopolies ot the state Second 
new industries weic to be under stale 
ownership Third nidustnes which were lo 
be open lo the private sector were identilicd 
I oil ign capital wa\qiciceived as tilling any 
dclicicncics in indigciiuus induslnal 
i-jpacity As mentioned earlier the basic 
principles ol tnilial industrial planning 
were embodied in the Industrial Policy 
Resolution (1956) Seventeen industries 
were listed (including public utilities) under 
exclusive state control i e Schedule A 
Twelve industries were to be piogressively 
taken over by the state and wcic to be sup 
ported bv the private sector i e Schedule B 
The rest was to be left to the private sector 
(Government of India Second Pivc-Ycar 
Plan (1956/57 1960/61) 125, Roy 
1990 86-87, Chaudhury S 1984 10) 

Pro intcrvcnlionisuindanli interventionist 
positions on Indian development have often 
tended to be ahistortcal, leading to the view 
ihai Ihe intcicsts ol the public and private 
sectors arc always in opposition The 
’crowding out literatuie on public and 
private investment has been intormed by 
such a conception On the contrary, at the 
time of independence and throughout the 
1950s, public investment was seen as 
complementing or even tostenng private 
investment and not restraining or 'crowding 
It out’ [Barn 1995] In this respect, little 
attention has been given to the ‘Bombay 
Plan’, and in particular to Part 2, published 
in December 1944, which comprises a 
fascinating chapter tilled ‘The State and 
Economic Organisation’ While rejecting 
state ownership or manafement on a wide 
basis, the document docs not rule out state 
ownership altogether It accepts that in certain 
industries which are considered to be 
important for public welfare or secunty 
state ownership may be necessary lor a long 
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tml wealth taxes are somewhat firntted" 
(Government of India, Sixth f-ive-Ycar 
Plan 27] Hence, the fiscal policies ot the 
statehavcbeenintiinsically linked to Indian 
political economy and its ability to initiate 
and sustain growth |Roy lOOSj The nature 
ot the demand struttuie has also been a 
critical factor behind dci deration ot 
industrialisation while the ,.onstiaints upon 
agricultural growth have blocked the 
expansion of the honit market lor iiidusirul 
goods IRangaiajan 1982 ^90 Patnaik 
1985 8 Roy 199^1 

1 IHI RAI ISA I ION 

I ibei ilisationh isiinloldcdtheemeigcntc 
ot a new stronger conti iiiii,il rcl.itionship 
which can bi incoiporiied under the 
concept ot Nil in tht lorin ol igieenients 
and lesponsibilities between external 
agencies and the indigenous state Hove 
199t| In the Indian last tins has taken the 
torm ol contiacts between the state and the 
IMF Ihiis India s t hanc’ing rel tlionship 
with the IMI nndeipinned bv tin 
conditionalities laid down b> the lattei s 
expected to hive a major inlluenn in 
shaping lice in irket polities I oi 
instance India slomot SI 8 billion loan 
liiiin the IMI led to unctilaiiuy .iboiii the 
implications ot such i li insaclion Indi i s 
attempts to obtain a second loan iml< Idcd 
the ways loans can lx made conditio i I m 
iciation 10 adopting domestic policies 
rinse have included deregulalion o' 
industiy more eiicouiageincnt lo lorcign 
investment liberalisation ol loieigntiaJe 
icgimcs nujor reloiin ot public sectoi 
entcipriscs (including piivuiisation) and 
sweeping ictorms ot the linincial sicior 
|Roy 1995] Ihc extent to which uth 
policies will be .iccommodateJ is closely 
linked to the interests of the dillccni 
industrial groups ' 

The thinking behind libcralis.ition the 
support and opposition it has given rise lo 
among diverse interest groups and iis 
impact on growth and development poss 
critical questions on some ol the majoi 
concerns related to Nil In essence the 
shift to liberalisation h.is led to a rc 
.isscssment ot development goals ind 
strategies This provide s the context within 
which collective action through pressure 
groups to challenge any adverse effects ol 
liberalisation, such as aggravation ot 
poverty, can be assessed 

The thrust on planning and state 
I liters cntiondunitnated India sdevelopment 
strategies but since the* eailv 1980s and 
especially the early 199()s neo libcialism 
has challenged this approach jSingei and 
Roy 1995 127] This cannot be disorced 
from the global context in which neo 
liberalism emerged and ns critiques [Singer 
and Roy 1995 41 46] 


Basically. Iiben,WlK''n» 
be placed in the context of toitipetition for 
state resoui CCS among the propertied classes 
Thus compc tiiioi) between diltercnt types 
ot indusiri ilists has implications lot 
supportmc or opposing liberalisation 
opening upihc economy .mil collaboration 
withloic'ignc ipiiil rhisislikelytomamfest 
ilscll III vaiioii loims oi political prcssuies 
on the si iic 

Developments since liberalisation.an be 
seen is product ol the coniiadiclions in Ihc 
pursuiiolgiowih ilongac ipiiahstpath The 
use ol dclicit lin inctng .is a mechanism for 
iinplcmoiiimepi blic invesimcnihasbiought 
about 1 icdisiiibiiiiun ol income m favour 
ol the piopciiKcl classes ihroiigh inllaiion 
iiul iriiolciring lo these sections an 
UK n mciil il suiphi. inc'xctssol ili< delicil 
Ihis ilsii I lilies implic ition lor 
consiiiiiptio ide mandandmiuinitncsimenl 
Morcivci ilic inahilitv lo It inslotm 
igiicuhui. ho intensified the pioblcins o( 
(allmggiowili I imiisol theclomcslic maikel 
ini the ilispioporiionately high mvesiibic 
resouncs iitlic It indsotthebi Miulusiii ilists 
h i\em iJcilic I itici demandgie ilcrlreeclom 
within ind outside the country I he 
cspmsic 1)1 moiiupoly capii il inside the 
couiiiiv his been claimed to proceed at Ihc 
exjiciisc ol oilur capitilisis ind the state 
secioi Hill in II tins ol the external sector 
I' IS liki l\ ' ' oiKiatc through collaboration 
with (Old'll c ipilal IPatnaik 1985 8 15] 

In the dcbitc on libcralis tiion at one 
exhiiiic sonic .idvocatcd ihit the only 
solution till India is cumpieie globalisadon 
ol hci cconomv making Indian industiy 
onlii nt voile' competition and attiactmc 
lorddi c ipital III utilise hei cheap labour lor 
I spoils llu /1 iini<»ini,Miiy4 1991 j Alas 
this o\Cl looks ihe complexity ot India sposi 
coloni il history discussed earlier and the 
SOCHI politic li consiiainis inhibiiing 
di vclopmeni 

More sober critiques of Indian develop 
inent h is c ii L,ued that liberalisation emerged 
because industiial development and 
diseisilication were not accompanied by a 
reduction m costs increase in pioduclive 
clliiidicv Ol technological modeimsaliim 
I he thnisi ol the attack centred on controls 
ovci piivilc enterprise which enabled 
bureiucniic olficers and their political 
misters to have considenbicdiscietumary 
powcis leading to bribery and corruption 
inhibiting tec hnological modernisation and 
incicMses 111 producnvc efficiency Phis had 
•idscrse consequences foi the competi¬ 
tiveness ol Indian industry within an 
iniemational context, with limited expoit 
pioniotion [Rao 1988 4-5] 

The political manifestatioiis ol 
liheralisalion have taken various forms 
Business groups have tended to be major 
sup(x)iieis panicularlyunderRajivfJandhi's 
government But uncertainties have surfaced 


be opened tip There have been 
in the interests of various groups withir 
business such that those in impon 
substitution industries have been less 
enthusiastic about liberalising import' 
compared with those prcxlucing lor external 
markets I'hose Iroin the more traditional 
business houses have feared competitior 
from the newly established industries witli 
new technology who may wish to coiiipctc 
internationally jKohli 1989 5|6 17] 
f sublished monopoly capitalists cimld 
tayour sclcctiye lihcialisation while 
opposing blanket proposals and in particulai 
import libcialisation Import hbcialisalion 
or local prodiii lion toi the donK"ttic market 
by niullinalional dominated firms may be 
accept ibie to cnirenched inanufaciiiiors 
provided It IS IS the i xpeiisc ol public 
scctoi units 1)1 small c iintahsls But any 
liberalisation which could thrcalen its owi< 
position would be opposed by tlu-iii 
(Patnaik 1985 I 5] New houses may desire 
to break the monopoly position in the 
doiTKstii maikri with llx hclpoi loteign 
capital and welcome the om .iirig upol Ihc 
economy iii contris lo the li iditioiial 
monopolist industrial cl isses with siione 
vested inieresisinprofectingthi iro micsiu 
miikets IPilnaik 1985 I5| 

As lai as sni.tll scale industrialists arc 
conccrncdllK eniph isisoiuxpoitpioniotion 
has helped them Ihcv iic cmeiging as thi 
main exporters in India in comparison wnh 
the tiaditioii.il hig business gioups lo gam 
iccess to imported technology Such groups 
have become m.ijoi suppoiicrs ol 
libeialisition enihling the pcisisicnce ot 
what has bcci' coined a lonsuiiici goods 
Ic d upper inco'iie groups oi icnied iiutiislnal 
growth stralcgv 'Bam 1995] Howevei 
the focus on ex|H)M led giowih needs to be 
related lo cli.mgis in Ijjc global economy 
Doubts have been exjircssed ibout such 
policies specially under worsening global 
market conditions bcncliting a limited 
number ol piodiicts ol a lew individual 
manulacturiisbai the oveiall rate of growth 
IS unlikely to be sigtnlicaiU jChakravarty 
I9.S7 75I 

Moreover othei groups such as members 
ot the piolcssions and the civil service have 
been treated lavourably under liberalisation 
(Kohli 1989 518] These have emerged as 
being significant in terms of forming the 
section of the domestic market which 
formed the plank on which domestic 
demand was to be built The urban 
proprictaiy classes have been treated 
lavourably They have been allowed to keep 
more income arid lo opejiitc their business 
more lavourably, compensating tor ihc 
withdrawal ot subsidies and protection 
IKohh 1989 518, Rubin 1985 955) 
Opposition to iibcralisalton policies has 
come priinanly from sections of urban and 
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urban poor Orgamsation of such groupt> 
against liberalisation could be one strategy 
to modity state policies The rank and file 
ot the Congress have expressed reservations 
about liberalisation Ithas affected adversely 
support for Congress among the middle 
peasants and the rural poor ot the scheduled 
castes However, in the context ot India s 
centre-slate relationship it may be very 
ditticult tor those without a strong political 
base, including the scmi-skillcd and 
unskilled, to challenge the new policies 

In this respect, ‘pt^veily alleviation a 
major thiust ol past development policies, 
has been absent troin the ihcioric ol 
libcialisation Indeed, the emphasis ot the 
/policy on production and import ol duiahic 
c Ansumer gcHids and other goods miicd at 
Ml rich and uppci middle classts is 
Incgalitanan While taxation has been eased 
tor such il.issts in ordci to boost demand, 
the rural sector has been virtually ignoicu 
|Rao 1988 8 I0| Reorganisation oi 
industries c<uiics iiitic.il implications hu 
making \corkcrs ledundani against a 
background ol itiouniing secessionist and 
lelig'ous Inciinns IIil slate is having lo 
I ope with protests against liberalisation 
Thousands ol vsoikc'is loi insl.ince wcie 
aiiested III pie-einpiive nioccs all ove, inc 
counliv beloii 'hen June 10 (IWJi strike 
iitainst libel iltsalion policies Pt.acclul 
dc'iiionslr itions aeainsl Mu' I iitiT oiganistd 
bv grass loois oiganisaiions ha o' also been 
dealt w th liiinly IKotluni and Koliiaii 
i<'9t 76| I’lotesis have also eniciucfl^in 
luiai ate IS the tisanels ol worki'is w'le 
iirestLil in Uttar Pradesh lollowinu th. 
withdrawal oi loitihsci subsidies 11 In 
/io/o,'/e/ Novunibci/Oeccmber I992| 
Many ininistc'rs has.' beeoiTK t mu' ol he 
political .osts the, I IV Ik eallc'el upon to 
|iay l(ir anv suPetuig <'iiian.iiiri! horn the 
liberalisation piograinnies [Iconomu und 
Pohiual W(ikl\ 1992 1 The policies ..Iso 
impinge on the eap<icily ol the Indian si.ue 
lo cope with the increasing enviionmenial 
problems wliieh have shoii- and l(<np-ti”^:n 
implications loi growth ami poseri> 
alleviation 

In essence the Indian pest colonia* 
espc'iicncc suggests ih.ii the role ol |■H)llell's 
'ii.hasNir. incliidingeliie tency inipiovuig 
insiitulional change and collective action 
e iinnot bcdivorccd liom the harsh economic, 
[lohtie.il and hisU>nc.il real .lies 

III 

NIE and Development Process 

A sen lal dilemma einciges when radical 
individualisni beeomes inconsistent with 
social wcllare such that the choKes ot 
lationd individuaks yield outcnnuis that 
aie socially undcsiMblc NIF p>-e)lesscs to 


types of allocative meebartisms ranging 
from propcity arrangements, pnvate 
contracts, and eonununal action, to 
collective provision ME aims to bring 
about ellictency improving institutional 
change but collective decision-making is 
also emergipt’ is a m.i|or school under NIE 
Under ellieicncy improving institutional 
change rcduitinn ot transaction costs is 
ciiltcally impeiitant contracts in transactions 
are rclaie'd lo ownership structures and 
pioperly relations and getting prices right' 
only lias the desiied lonscqucnces when a 
set ol piopeilv rights ?s tn place to prexiucc 
competitive markets Under the collective 
action theory sell interested individuals 
underlike action which benetiis them 
eollcclively This m.ikes the relationship 
between interests groups and the slate ol 
paramount importanci. Under beilh the role 
ol the state has been aeknowledgcd to be 
o! kev importance I his demands locating 
the analysis ot NIF in the conicM ol the 
lel.iiionshtp between the socio economic 
s'ruLluie the st itc and developme'nt 
The evidence ol il.c role ot the st.uc in 
the development prove.s in India highlights 
some key issues w Inch need to bcLonIroiiied 
in cv.iluaiing ihc relevance ol NIF' Ihe 
Indi in expcriciHc exposes the mylh ol the 
neutral state and the picvalciieeot a highly 
di'leicnli<ilcel sov ID ee uiomic sirueluie at 
'ti'e 1111(10 dotal) level The two ire 
nieiiel.ilecl in that in the imst tolomai peiiod 
iheie h.is hcei a suueele heiwe^n the m<i|oi 
pio|)Ciiicdeiasses,,vti staiepowei I'ldsiale 
policies in agiKull’ir. ii'diistrv ami 
libtialisation Mils h s major iinplie.iti >i s 
lortheshapiiigand.'VK ilionoldevelopmciil 
|K)lieies Transaclions ittherui.ii level and 
slate inleive'imoii' 'nllie luralsetioi liliisiiate 
the vaV' in which the existing p'ope'i'v 
lelaiions vhapecl bv colonial aiul post 
colonial policies ml bited lullilm'iil ol 
development go.ils I ikc impiovmg ilu 
le ms .md eondilions < I n msaettoiis at the 
lural level suehasov i inputs and ouipcis 
ele'iii.uids uneovenm the sotio eeonom e 
101 ecs whi.h may block set gi'als, and the 
seopc ol clean.ig le i ihic oiganisai'oiis u. 
uverionu any ob^i.cles TTie ihcoiy ot 
eollcetivc .lelion ti (hangc any seiloial 
polities ihiough mtciest based pressure 
gioiips has to recognise the pie'c'iist' ol 
sli.irpsoeio-cctmomu dilfereiKesai tne liKal 
level and the compoulion ol the si.ite in 
terms ol the ways in which the domiii.inl 
propertied classes may nioek any moves ii- 
bnngahcnit leh.inge.iipolicies Recognilion 
ol such concerns can lielp to lurther the 
.maiysis ol NIE 

The ItKli.in experience illustrates the 
urgency ol examining the ways in which 
existing piopciiy rights mhy advance or 
inhibit the operation o' formal or mlormal 
exchange •el.ilioriships. and the role ot 


intere<its. In the niiral sector where non- 
market forms of exchange prevail, the 
transaction costs in relation to exchange 
over productive inputs, including land, labour 
and credit, may work against poor tarmers, 
while state created institutions may favour 
the large farmers, maikets, in spite ot 
inlei vcmtion by the state, may tail to conform 
to sti pulations I n retation to pnec and quality, 
both are likely to stem from the nature of 
Ihc rural hierarchy and power relations, such 
that irrespective ot provision of technology 
and credit through slate institutions and 
intormal loi ms ot exchange, oi markets, 
there may he bias against the small tarmeis, 
m the absence of u change in properly 
relations tn the rural sector 
The scope ot collective action, under NIE, 
has to embrace the ways in which political 
organisation and the bargaining poweruf the 
rural and the urban poor can be strengthened 
through political parties trade unions, grass 
roots organisations, and other forms ot 
pressure groups Such thrusts may support 
jlicmpts to nil economic poluies towards 
the poor and easure that ‘s.ilcly nets' arc 
(reated loi the most deprived socio¬ 
economic classes under policies stall as 
liberalisation The Indian expericiae, 
however suggests that evaluation ot NIE 
in ihe development priacss h.is to confront 
iIk poliiiial i.ionom> nl the si.iIl In this 
respcci the scopi ol the propciiied classes 
of appivmg ptcssur<a on Ihc sia'e oas citiaal 
implications lor bunging .iboul hal.iiaed 
dcvelopmciil Indeed ihe micicsis o! the 
domii. ini pioptietarv das^.-s im UuliMelhe 
in.lust.ial.s s iichlaimorsandhuicaui rats 


m.iv coiisimiie stumblmc bitakc m calismg 
|H)Ik y gii.ils ol bal tiicc'd clcvolo|micni anti 
cquilahlc ilisltibiilion For instance, 
I ompcti'ionhctwecpindusiiialisisan(ll.iigc 
peasants m.ivhaveniaioi lamila.iiauisloi 
.acess to siale povvci mil moulding slate 
policies Ihiough larmcrs lobbies which 
may pioless 11 c.Uei lor all I iin.eis but in 
|iiaciice SLi«c' mainly the iiiietests ol the 
niidcllc and iidi lural classes 
In suinmaiy to grasp more lullv the 
lelevanci ol Mb in the development 
priaess it is csseiiii.il lo critically evaluate 
(he hidonial and political economy 
coniex* wuhin whah ii is heing applied 
Neoclassical institMtion.il economisis have 
eniph.isised clliiieiav improving insii 
luiumal change Ihiough the lediiction ol 
irans.iciion costs placing much lailh in the 
pi icing mechanism being the driving force 
in ic’source alloc.iiion provided (iroperly 
rights are properly established Bui ihcrc 
IS a need to develop more lully ihe scope 
ot the theory of collective .iclnm which 
has the potential lo intorpoiale balors 
siah as Ihc sharply dillcrmg Imigaining 
power ol dilfercnisoafb-ciononiicc hisses 
Under both appio.iches the loins should 
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tw on the to whielt the preWiOflint'’ 
of a highly unequal socio-economic 
structure and a state dominated by the 
propertied classes, impinge on the capacity 
of temporary, or specific voluntary groups, 
to resolve short- or long-term developmental 
problems. 


Notes 

(This IS a revised version of a paper tilled 
"The Stale and Pressure Groups in 
Posicolonial India”, presented at the Third 
World Economic History/Uevelopmeni Croup 
conference on ‘Public Choice Theories and 
Third World Experiences’ The ‘New 
Institutional Economics’ and Third World 
Development', hosted by the London School of 
Economics (Department of Economic History 
and the Development Studies Inslilule), London. 
September 17-19,1993.1 am grateful to Nobel 
Laureate Douglas North. Robert Bales, Hans 
Singer and T V Salhyamurthy for discussion 
on issues related to the paper. My thanks also 
to Gareth Austin for stimulating iny interest in 
the subject But I am solely responsible for any 
shortfalls of the paper.) 

1 For a detailed discussion on the political 
economy of India's liberalisation policies 
see Roy (199.3). 

2 In this respect, the nse of non govemincnial 
organisations! NGOs), which claim to em¬ 
power people to exercise control over liveli¬ 
hoods, may play a creative role by comple¬ 
menting. reforming or opposing the stale. 
However, the NCDs reside within a system of 
unequal distribution ol wealth and power See 
Thomas (1992) for a discussion of NGOs and 
cinpowermenl. 
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Rome&h Diwan 


This paper contends that the ongoing economic reforms’ are a political ideolog\ to shore up support for the use of 
power of the ruling resident non Indians (RNI) To understand an ideology one has to understand the power behind it 
The existing posser base is shifitngjrom industrial f. Jinam lal capital As finance defines the power base, it promotes the 
ideologs that makes financial c apital respec table and dc sirahle The ruling RNI government knoss a svell that these economic 
reforms define an ideologs Simt dies alsvays had control of government only minimal changes in the economs were needed 
Heme real functioning of the eionoins has not changed while its peiformance has become more depressmg A positive 
change will need a paradigm shift of ideas Its underlying principle has to be integrative and not divtsiveness 


PHERC IS d story in Rainasan Sita has been 
kidnapped by Ravana Rama and his followers 
die searching for her One of the search 
pditics IS made up ol the soldiers m Sugri v s 
anny They are talking about it One says 
that It IS Dussreth s fault why did he make 
I a promise to Kaikyi' Another says it is 
% Rama s fault why did he go after the golden 
deer ’ 1 hird says it is Laxman s fault why 
did he leave at Sita s request' bourth says, 
il IS Sita s own fault why did she leave the 
kuiya > ft goes on I he interesting pan ol 
the story IS that these soldiers find fault with 
every one except Ravan and none questions 
the act md immorality ol his kidnapping ' 
One finds similarities in the current debate 
about economic reforms in India 
In the past lout years whichevernevvspapcr 
one picks up and whosoevci one talks to 
one IS conlroiued with the pioposilion that 
India has cnih irked on a desired path of 
economic rclorms and liberalisation 
Ihcie IS a virtual agreement that the 
government is doing the tight thing and 
therefore deserves f ul I support In the general 
media and among the average educated 
persons defined in terms of possession of 
university ccitificalcs there is little 
questioning about the reform ,ind i ts di icc tion 
Even the loyal opposition made ol 
intellectuals of the Icll and Marxist 
persuaston has accepted the two paradigms 
One the past direction and policies of 40 
years ol economic activity in India was 
wrong if not wrong had at least serious pro 
bicms Two ihecurrcntpiioriticsandpolicies 
under the rubiic of economic reforms and 
iibcnilisation are in the right direction at 
least mostly The debate iheiclorc is about 
technical issues such as the rates ol deficit 
savings investment poverty reduction etc ' 
This IS not to s.iy that there is no opposition 
whatsoever There are many economists 
experts and scholars who have questioned 
It but they have been mostly ignorcsi * 

Yet thcrcaic a number of questions inviting 
to be asked Why these rclorms * Why at this 
time ’ Why the euphona about them' What 
IS new in them * Are they needed * Who gams 
fnim them' Who is behind these reforms'' 
These arc important questions and have not 
been dealt with Yet these are the real ones 
that help us to go to the heart ol the hisuc 
Before we can get to these questions let us 


look at the present day India and its society 
The Indian society may be divided into two 
groups the elite that forms around I to 5 
per cent ol the population and the rest (the 
poor) The elite siKiety has a virtual control 
of all the politic il and economic power and 
IS distinguished from the other group by its 
standard of living based on a large number 
ol consumer durables access to political and 
educational laciliiies and language mostly 
English [Diwan I993al Given this Indian 
society our contention in this paper is that 
these economic reforms arc neither 
economic' nor icfonms' but instead a 
political ideology to shore up support tor the 
use of power of the governing section of the 
ruling class of resident nun Indians (RNI), 
the minuscule RNI minority in power I have 
expounded on the concept ol RNI elsewhere 
basically RNi aic defined in terms ol 
acceptance ol the supcrionty ol the western 
rational thought and inferiority of the Indian 
culture' lomaintimitspnvilege andpower 
the RNI need an ideology Ideology it may 
be remembered is an impoitant instrument 
of the use of power as well as lor its 
maintenance One of the most important 
strategies to cic itc and maintain power is to 
divide and rule Ideologies perform this 
function efficicnlly The question arises can 
economic reloim be considered an 
Ideology' if so what is an ideology' 

Os lOHlKKtV 

Neoclassical or mainstream economic s has 
become increasingly sterile by consistently 
rcHitingout reality It asserts that other schools 
ol economic thought such as Marxian 
economics aic an ideology It dclincs itsell 
as sciciitiftc In f ict it is not so Thuiow puts 
itaptly Ihceqiiiiibriumpncc auclionvicw 
ul the world is i traditional view with a 
history as old as that of economics itself the 
individual is asserted to be a maximising 
consumer or producer within free supply 
deintind markets that cxu^lish an equilibrium 
price tor any kind of goods and services This 
IS an economics blessed with an intellectual 
consistency and one havmg implications 
that extend far beyond the realmof economic 
theory It is in shorf. also a political 
philosophy often becoming something 
approaching a leligion” (Thurow 1981 
(Vintage edition) xviiij Neoclassical 


economics is also not separate from politics 
either and is instead a camouflage tor power 
as suggested by Galbraith “The separation 
of economics from politics and political 
motivation is a sterile thing It is also a cover 
for the reality of economic power and 
motivation And it is a prime source of 
misjudgment and error in economic policy 
(Galbraith 1987 2991 It one looks at the 
concept of ideology one recognises how 
erroneous this view is 
Webster sNmthNewCoUegmteDictionary 
defines an ideology as The integrated 
assertions theories, and aims that constitute 
a socio-political programme It needs to be 
noticed that the words chosen are assertions, 
thconcs and aims there is no reference to 
facts or realities What is implied here is that 
ideology requires some assertions The 
question IS who can make assertions'* 
Obviously those people who have the power 
to do so The underlying phenomena IS power 
There is a group ol people who have the 
power to appropriate a particular term, give 
It a meaning and assert its relevance, 
importance and even necessity Having done 
so this group can then devise socio political 
piogiammes that luithers its interests and 
ends I or an ideology to exi st and be el tec ti ve. 
there are a number of necessary conditions 
11) A group has the requisite power, an 
undeistanding of its interests and a 
willingness to make assertion 
(2) This group has the power andcapacily, 
to wrap Its interest into that ul the larger 
group whom it is influencing even when its 
interests arc inimical to that of the larger 
group It does so by concealing its interests 
and taking a high moral ground lorthe wrap 
If IS a common pi.icticc in America and other 
European countries to exaggerate business 
interests into national interests *' Other 
interests mostly of those of the majonty. 
made up of labour, women, minoiitics etc, 
are regularly called as special interests 
(1) It has the power and cap<ic ity. todevelop 
and use images via rhetoric Rhetoric is 
rhetoric, pure and simple It isdifferent from 
reality and sheer though concealed, propa¬ 
ganda Falsehoods are presented as truth and 
facts These days one is well conversant with 
commercials and the theory ol advertising 
(4) It has control ol institutions and has 
the means, to enswe that opposition can be 
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tnviahsed it necessary il has the wherewithal 
to overpower any opposition 
Some example will help to clanly these 
tdeas Ixt us pick up some extreme cases, 
they explain the prtncipics During Hitler's 
regime in Germany, the fascist ideas were 
fully accepted and acted on Intellectuals, 
writers journalists, newspaper editors, 
columnists etc articulated these ideas on a 
daily basis No one in the public questioned 
It, much less opposed it Part ol the reason 
was that there were little mechanisms 
available lor such questioning Owners and 
their henchmen editors ot mass media would 
have tound questioning unacceptable so 
that they would not provide the use ol then 
space In case some questioning led to ar 
opposition with some serious threat the 
power of the government was available to 
suppress It The fascist ideology thcrelorc 
flourished It is common today to call Hitici 
a mad man jet such an ide.i would have 
been unheared ol in those days li seems 
reasonable to assume Ihai within the 
frameworkol that thought he, and his tellow 
Na/i colleagues believed that they weic 
doing the right ihmg Similarly during the 
Marxist icgimes in Soviet Union and 
Eastern Europe the powei w as in the hands 
of those who itcepied Maixist ideology 
and developed socio-politic il programmes 
to piomote It Iheie was no questioning 
in the public medi i and no opposiiioii The 
situation regarding the ideology was the 
s.ime as in Na/i Germany though a little 
lessextiemc In IWOsihecominumsis lost 
Its power Its ideas are now pronounced .is 
irrational by groups who think that then 
own ideas arc rational 
Theic are similaniies mcapiialisl ideology 
It IS known toi centuiies now ih.it the object 
of capitalism ispower and resulting piivilcge 
^is power translates into profits piestige 
and personal pleasure gi eater the p<>wcr 
larger the piohts higher levels ot perks and 
prestige, and moic capacity tor personal 
pleasures at the physical level The objective 
ot the eapnalisi ideology is to promote piotit 
maki ng 11 in vol ves exploi ting and destroy i ng 
communities by dividing them in order to 
cheapen the wages ol labour In the words 
of Tdwncy, 75 years ago Those to whom 



dare not admit even to themsefves, that the 
world IS pcMiier not neber, because of its 
existence So when as now it is important 
that productive em rgy should be lully used, 
they stamp ,md ci> and write to the Timei 
about the necessity lur increased prcxiuction, 
though all the lime they themselves, ihcir 
way ot life and cxjicndilures ind their very 
existence as i Icismc class, are among the 
causes why producion is not increased In 
all theit etonomu i>Um\ ilie\ make oni 
tesenauon, that honetet nece\\iwu\ ihi 
norld ma\ he it \hall utppott them 
Ifawney 1^20 116 emphasis added] More 
recently Galbraith makes the same argument 
The niling cKisses the privileged always 
look inward with approval upon themselvc 
not outward in coiuern upon Ihove whose 
anger and passion they may be arousing or 
could III the lulu'c aiousc And this was so 
heie Maiihus ind Ricaido weie spokesmen 
tor the new ruling class in a new economic 
order As would generations ol cxonomisis 
to come, they spoke to and tor then 
constituency They did not speak to those 
who. then or later might be encouugcd to 
revolt [Galbraith 1987 87] 

It IS generally true that one sowniueology 
sounds rational while that ot the opposition 
a propaganda There ate also various shades 
ol ideology some extreme and others less 
so yet these are ideologies all the same and 
h.uc the same elfcet Though it is not 
(;cnerally.K.ceptcd muchlcssdiscusscd theie 
IS in the I S a prevalent ideology ol 
capitalism a special brand ol American 
capitalism with such bu// words as 
ompeiitioii dcimxMcy and irccdom 
A simple look at the DS society reveals that 
inos' ol the conipinies that brag about 
compc tiiion try every possible me.iiis to avoid 
.ukI ciush II The nuiubcr ol people voting 
I'll polilual olliccs has been continuously 
declining so th.ii It IS viiiually hall or less 
ot the votine population 'Theargumcni shills 
III term' ol ihc existence ol i two piity 
system which in laci .lie two parties m 
rhetoric only ''Simil irlv Ircedomcxistsonly 
il one h.is the rcsoiiiccs in terms ot money 
f-ven (hough there is no real competition 
dcmociaiy anu irecdom m Ihc US the 
iJcoliiey has givcii iliesc words ctrong 
emonveappc.il As ircsuli thesewoidshave 
acquired moi.il loiics ,ind arc lully acccplai 
bs thcpuhlicuithcpi tin that many Aiiicric.ii > 
will he willing lo light over these Thea is 
no i|uesiioning .ihoui it in the media and no 
opposition IS iMissible II is not accKlciit il 
that there IS only one siiciaiixl congressman 
in the US Phis socialist congressman is there 
not because ol his socialist ideology hut in 
spue ot It he happens to he a competent 
and a likeable represciilalivc 
The capitalist ideology suits the US ruling 
elite superbly Ot course, some may quc'stion 


everywhere, in any eorporalion, office, media 
story In fact, this is a pan ot the ideology; 
deny the very existence ol the group with 
Its well-defined interests and entrenched 
power TTic ruling class and elite society in 
the US IS well represented in its capital city 
Washington DC To most Americans, the 
capital now seems<oblivious to their lite It 
has become like a lortress, more and more 
bloated and inefficient at a time when the 
rest ot America has cut back and toiled lu 
rebuild itself Thecapital supportsagrowmg, 
well to-do elite ot lobbyists, lawyers and 
other inlluencc peddlers While America’s 
middle class has sutfcied stagnant gicomes 
and shnnking opportunity In an ominous 
number ot ways in tact Washington has 
come to resemble the parasitic capital ol a 
declining empire, tollowing the impenal path 
ol cities like Rome, Madnd and London II 
the past IS any guide, the emergence of a nch 
and privileged capital city in Amenca is part 
ol a broader transition towards social and 
eionomic siratilication towards wallcd-in 
communities uid hardening class structure” 
[Phillips 1994 49] This ruling elite has 
Jetmed il> privilege'- Ihiough the business 
iiucrcsis into luuional interest and has full 
contiol on the government and media lo 
promote its piivilcgc and ideology " 

Growini Powiroi Pinav i 

To understand an ideology one has to 
understand the power behind it since in the 
last analysis ideology is an insirumenl both 
in the exercise ol power md its lurtherance 
There are two schcMils ol thought about the 
sourceoi ultimaicpowerin wesicin societies 
fhe fust school is represented by Toiler who 
believes that the ultimate source of powei 
particularly in the world ot new techno- 
cconomic oidci ' is knowledge and 
knowledge based technologies "In this view 
the source ot power is shifting 'rom muscle 
lo money to mind This is however an analysis 
ol the future shift in power and does not 
explain the present icalilies Ihc second 
school has a lot of adherents who observe 
that the existing power base s shitting from 
industrial to financial capital I'herc are 
adherents of this schixil from both the political 
lelt exemplified by .Swee/y jMagdott and 
Swee/y 1987] and from the right rcpiescnicd 
by Phillips who stales "By the mid 1990s 
the bond market and the overall financial 
set lor - had become a powerful usurper ol 
control over economic policy previously 
exercised by Washington The new nilc of 
speciroiiic finance tanks with Washington 
interest-group power in Itelping lo explain 
why politics Ctinnot respond to people and 
why the nation'^ government and policies 
arc so often mcflectivc financicts more 
often control politicians than vice versa" 
[Phillips 1954 52 531 
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This IS supjmilcd by the phenomenal si/.e 
of. and growth in. the financial assets “From 
1980 to 1992. the rate of growth ol financial 
assets among the OECD countries outpaced 
the rate of growth of their real economies 
by belter than two-io-onc. McKinsey Global 
estimates. Daily bhxidlelting in the foreign 
exchange aiena now exceeds tr.idc in gotxls 
and services by an astounding fitty-lo-onc 
In nominal terms (correcting for volatile 
lluctuaiions m in.irket prices), the total stock 
ol the world’s llnanctal assets reached 1> -f5 
trillion III 1992. and could reach $ 8.^ trillion 
by the end of this decade ($ ‘s.l Irillion m 
constant l992dollars) roughly thice-times 
the proiected GDPs of OEC'D countries loi 
ihe year 2(X)0 " (Z Magariiu’, Vol 8. No !, 
Jauary 1995.8). In view of the si/c .and 
growth in financial assets, minor changes in 
interest lates have major impacts on the 
budgets ol people and governments 
As linance defines the power base, it 
promotes the ideology that makes financial 
capital respectable and is considered most 
desirable. Accordingly, one hears more and 
more about the desirability and necessity of 
finance The telltales are everywhere The 
deficits ot all types, such as budget, trade, 
revenue, etc, already fix limits to policy 
as well as their direction and desirabililv. 
Thus deficit reduction automatically 
becomes more desirable and important than 
helping people’s education or providing 
food for the hungry The chairman of the 
Board of Governors of the Federal Reserve 
System is considered one of the most 
important jobs in the US even though there 
IS no election for this position The 
companies that deal with securities and 
finance are gaining prestige and leadership 
status. The salaries offered by these 
companies arc far above those in any other 
industry, in fact this is called ‘the honey 
pot'. The US government bailed out a large 
number of financial companies, the 
notonous S and L, from bankruptcies; to 
the tune of half a trillion dollars and more. 
It is being argued that the difference 
between new and old democrat may be 
explained in terms of the shift awaji from 
people to money and finance.'' Retapntly, 


'aw%ht li*e 

.stock market reacted negatively and many 
commentators argued in favour of the 
stability ofihe stock market. Inflation which 
affects stock markets mo.si negatively is 
considered a lai more serious problem (han 
unemployment where only people sutler front 
long lines :ii soup kitchens There arc news 
channels dcs uied specifically to imancc; the 
stock market and all that goes with it The 
news about people’s declining economic 
status, and hungci. is mentioned only around 
f’hristmas and I’hanksgiving as a fooinoie 
to the glorilii.iiiori of millionaires 
Once one at. opts the idea that the ruling 
supremacy m the US specially, and the 
wc.siernworldccnci.illy iso!fmancccapital. 
It IS not difficult to I ccognise that msiiiuiions 
that take their cues front il will sing praises 
of finance capital. In the international 
economic scene, the two most relevant 
institutions are World Bank and International 
Monetary Fund iIMFi: Bank and Fund I'm 
shoil Both these institutions believe m, 
operate on and promote this ideotugv All 
their policies are defined in terms ol 
pioinoiing 'he ^upremacy ot finaiiso capii.il 
'Iheir lending 'o needy, .md dependent, 
governments ate based on 'conditionality’ 
the basic ptiiposc of which is to open the 
economy to imanLC capital 
To praciisc ihc ideology, thi Fund, 
according to one ol the insiders, follows 
all sorts ot shenanigans. The stall isiequired 
to operate so as to ensure that economic 
policies ot third world countries '.atisfy a 
'means test'; namely, policies must meet 
the key criterion ol impiovmg economic 
conditions in western market economics. 
In general parlance, these policies must 
promote cxplon.ition of the poor by the 
rich; both ol countries and people Pax 
Atlantiea demands that everything done 
by the Fund in ihc developing world be 
reduced to a common denominator of 
maintaining and increasing financial 
health in the first world; ail else is incidenial. 
To do so, IMF reduces all economic theory 
to Reaganomics and Chicago School 
monetarism A key indicatorusedextensively 
by the IMF is the index of relative unit ot 
WKiurcosi. It serves akey role mdetcrmining 
Fund conditionality. Rind is known to have 
‘manufactured’ siatistical indices that prove 
its point of view and allow it to push such 
desired policies. The Bank obliges and 
supports such fraudulent use of manufactured 
statistics. Furthermore, there is a clear, and 
identifiable, conflict of interest in the hiring 
practices of the Fund from the staff of the 
executive board; this is a form of insidious 
corruption. On top of it. the Fund-Bank 
staff suffers from a “sheer technical 
incompetence’’. These facts are documented 
by Budhoo, a long-term staff member of 
IMF who found the practices of IMF 


cost, front lifsTiiglf pud ofnee. HisV 
resignation letter States. “I resigned from 
the staff of the International Monetary Fund 
after 12 years and after 1.000 days of 
official Fund work in the field, hawking 
your medicine and your bag of tricks to 
governments and to peoples in Latin 
America and the Caribbean and Africa. To 
me resignation is a priceless liberation, for 
with it I have taken the first big step to that 
place where I may hope to wash my hands 
ofl what III my mind is blood of millions 
ol poor and starving people. Mr Camdessus. 
Ihc blood IS so much, you know it runs into 
rivers. .sometime I feel there is not enough 
soap in the whole world to cleanse me from 
the things I did in your name and in the 
namcol your predecessors and your official 
seal., the charges I make are not light 
charges - they arc charges that touch the 
very heart ot western society and wc.stcrn 
morality and post-war mler-governmenlal 
institutionalism” (Budhoo 1990]. 

All elements and conditions of ideology 
arc present here. There is a group of people 
111 power who have a well-defined interest 
and idea which they have wrapped up in the 
form ol a benefii to the needy and/or 
dependent governments. Thus the rhetoric is 
that these pol icics help the recipient countries. 
The taels are the opposite. I’or example, 
these policies have been responsible for low 
growih I ales and a movement of financial 
capital from the piH»i receiving to ihe rich . 
lending countries According to Taylor, 
"Growth rales ol less developed countries 
are low because of scarce hard currency, 
developing countries sent $ 30 billion to 
$ 50 billion a year to developed ones for 
most of the last decade. A reversal of this 
poor-io-rich transfer is needed to restore, 
per capita income growth. The Brady Plan 
IS a bagatelle in Ibis regard. Unless it is 
massively supplemented, the World Bank's 
optimism will be as misplaced in the 1990s 
as It was in Chile and Mexico in the 19808” 
(Taylor 1991 (. Bello and Cunningham 
(1994.67) suggest an astounding net transfer 
of financial resources from the third world 
to the commercial banks that amounted to 
$ 178 billion between 1984 and 1990.” 

Again these policies are not accepted or 
appreciated by Ihe people in the recipient 
counines in whose name the policies are 
justified.” This is so because it has led to 
the impoverishment of the country and the 
people generally. A "global survey of the 
impact of adjustment over a 15-year period 
by the IMF reported the uncomfortable 
finding that “the growth rate is significantly 
reduced in programme countries relative to 
the change in non-programme countnes’” 
(BeiloandCunningham 1994:67]. Asaresull, 
"the number of people living in po' erty (in 
Latin America} rose from 130 million iiJ 
1980 to 180 million at the beginning of the, 
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1990s ’ libid 6h| furthcimorc the debt has 
pot reduced even though all these policies 
are supposed to reducedebt On the contiary 
the debt has actually me re.ised Thus third 
world’s debt burden rose trom $ 785 billion 
at the beginning of the debt ciisis 11982] to 
nearly $ 1 5 trillion in I99t (ibid 67] In 
spite of such contrary tacts, the idelogical 
propaganda continues They base the 
necessary means to promote it through a 
movement to what Budheu) calls Pax Hone > 
Pot for Its stall 

Posmvi Forms NoRMAiivt Patse rii'iions 

An ethical framcwoik is not independent 
ol the conceptual framework In lact lor 
every conceptual tramework there is 
particular and consistent ethical framcwoik 
It one changes the conceptual framework it 
also I mphes a change m the ethical tramework 
The scientific rational conceptual tramework 
IS a justification for the use ol power end 
involves the domination ol women and nature 
In tact that is why, and how the scieniihc 
ratieinalist framework emerged m the 17th 
century Market system and its related 
neoclassical involve economic exploitation 
and necessitate corruption and lack ol 
character or peisonal integrity man essential 
way In fact, corruption and lack of personal 
integrity are essential tor making protiis which 
in turn are the comer stone ol a market 
system Economists and soc lal scientists cover 
up this relationship between corruption and 
market system by creating an artilicial 
distinction between normative and 
•positive' statements Such distinction is 
neither logical nor tactual Descnption and 
norms arc not opposed to each other by 
linguistic separation into is and ought to 
statements but are contained within each 
other t anguage contains a cultuic within 
Itself and its normative meanings become 
explicit only when alternatives or 
contradictions are presented A conceptual 
framework is consistent only with particular 
norms and values and not with others '' 

In a letter to his Inend K S Krishnaswamy 
Ashok Mitia expresses a concern that the 
most staggering development is the 


supplantmi by mcn^l am dec^y codes 
transmitted by the satellite television 
channels ( Between Friends A 
Conversation / /’W, October22,1994 2784) 
misses the reliiionship that conceptual 
tramework of maikct ideology retjuircs in 
an essential way in ethical framework ol 
cormpiion, lack ol integrity andokharacici 
The link between market ideology and 
corruption follows logically Maiket 
ideology imparls desirability to piofits 
Piofits follow tioin exploitation based on 
the use ol powci Power corrupts Those 
who can mllueiiee relevant legislation or 
regulation that helps them use then powi i 
make legal prolits Mafioso types laekiiig 
the legalisation e ip leity use ihcir nw power 
directly Thus eoiporations raise piiees bv 
e reating a monopoly through adve 11 iseirie nts 
exempted Ironi taxes ' pay Uiwer wages to 
workcis bv encouraging governments to 
maintain high unemployment and 
tiansfernng costs to anv other groups they 
can by externalising Getting goveinment 
otticiais political ind bureaueiaiie to 
follow such policies loi a small paymcni 
IS a normal business expense and practice 
The evidence ol such coiruption is 
cvirywheic Italy Japan Mexico Nigeria 
the US How can India be dillercnt' 
Without coriupiion the market system even 
under the watchful eye ol i Planning 
Commission will not function much less 
survive Need thcic be a surpnse when Mitra 
in his second letter makes the statement I 
still remember the ecstatic praise the Fund- 
Bank pundits would shower on black 
marketeers throughout the 1950s and 
1960s’ ( Between Friends /■PW 
October 22 1994 2786) After ail is not 
black market a market^ What il the market 
IS black' What is important is that it is a 
market Its blackness can be changed to 
whiteness by ‘reforms’ Non white Asian 
Indians have been changed to behave like 
whites in dress, language, table manners 
prejudices, etc Changing markets should 
be a comparatively easy task Are not the 
Bank Fund consistent in promoting these 
economic reforms Is not the major 
objective of these ‘economic reforms to 
whitewash' 

Most economists of the right or the left 
have mistakenly accepted the fallacious 
idea that the ethical framework is 
independent of the conceptual framework 
Similarly they have accepted anothei equally 
fallacious idea that economy and society are 
independent of each other Textbooks in 
economics rarely talk about social problems 
such as poverty, arms race polluted 
environment, breakdown of the family, 
violence in streets and homes It is 
I ashionable, tor example, to find explanations 
of social problems everywhere else but in 
economic policy and institutions In fact, and 



emanate hnom. and get aggravated by die 
economic structure, ideas and policies that 
a lountiy promotes Economic policies 
implied in the market ideology conceptual 
tramework aie destructive of alt the 
sustainable functions in the society because 
economic (wlicics justify and piomotc the 
use ol powei S^ich power affects ail sorts 
ol behaviour in the civil society ' 

Controlling imagery is highly iinporianl 
tormainstreameconomist shiddcnobjcctives 
of transferring wealth trom the poor ui the 
ric h because imagery plays a noimative role 
and IS iclatcd directh to changes in human 
ittitudes and bchavioui Images opciate as 
ethical rcstiaints oi as ethical sanctions as 
subtle oughts and ought nots ] Merchant 
1980 4) Descriptive statements can anddo 
presuppose the normati vc and thus arc loaded 
with ethical ccmtentions It is not accidental 
that neoclassical economics is lull of hidden 
ideological and ought to arguments For 
example market economy produces goods 
not bads like pollution and crime 
competitive puces ire etticieni not 
exploitative even when soup kitchens and 
bread lines prolilerate priv itc business leads 
to progic'-s and eccmomic growth not 
unemployment and poveitv development 
improves not degrades One can multiply 
these examples 

Il IS worth examining the images and 
conceptual framework with its hidden but 
compel ling and compu Isi ve noi ms, the Bank- 
Fund have selected to promote its interests 
The terms they have picked up are structural 
adjustment progiammes Saps for short’ 
stabilisation liberalisation and economic 
and institutional reforms’ The interesting 
thing about all these terms is that these are 
defined not because of any scientific merit 
or to convey an economic idea, but instead 
for their normati ve images and emoti ve appeal 
to desirability and general gpodness Take 
the term, ‘reform’ According to Webster t 
Ninth New Colleitiate Dictionary, it means, 

‘ 1 a to amend or improve by change of form 
or removal ol faults or abuses, b to put or 
change into an improved form or condition, 

2 to put an end to (an evil) by enfoicing or 
introducing a better method or course of 
action ” These are obviously desirable 
qualities, who in one’s colonial, even 
rational, mind would go against reform 
Similarly, liberalisation connotes the 
goodness and desirability in ‘liberating’ 
implicitly from something constricting 
Similarly stabilisation conjures the image of 
stability from previous instability, adesirable 
action no doubt The weakest of these rhetoric 
terms is ‘structural adjustment’ Even this 
implies some sort ol a desired activity 
since It leads to a needed adjustment 
Once these terms are added together, their 
col lec ti ve form becomes a potent propaganda 
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transferring wealth from the devdoping to 
developed countries Bank-Fund policies are 
successful indeed.^' On the other hand when 
one looks from their proclaimed objectives, 
there is strong evidence from many scholarly 
studies and even internal studies of World 
Bank itself that the Bank-Fund policies have 
not achieved publicly promised goals. On 
. the contrary these policies have worsened the 
situation in the receiving country.’* 

Given this divergence, even contradiction, 
between formal and hidden objectives, the 
need for ideology and propaganda becomes 
all the more important. Therefore, the 
assertion, an important ingredient of ideology, 
goes further. Not only are these actions and 
policies desirable, it is further asserted that 
these are the only panacea for all economic 
ills. These are the only policies, for whatever 
economic problem. There are no alternatives. 
When alternatives are presented, these are 
summarily dismissed by various subterfuges. 
The propaganda has continued that these 
policies are ncces.sary to resolve the economic 
problems of the dependent countries .seeking 
their advice and help. This is consistent with 
Gobbles principle of propaganda; a lie told 
a hundred times becomes the truth. The 
business world employs this propaganda 
principle in the form of commercial 
advertisements.’' In fact, this is the true test 
of an ideology; to assert it even when fjie 
evidence is contrary. After all reality and 
evidence are irrelevant to an ideology. 

The media, both print and electronic, is the 
instrument through which such propaganda 
is carried on and ideology promoted. It does 
so by placing spins on partial fact to make 
falsehoods look like truth, in the US two 
magazines point out such spins. LOOT (Lies 
of Our Times) documents the way the New 
York Times slants the facts to promote the 
interests of the ruling class; selecting some 
stories and not printing others, adding 
uncalled for adjectives, missing some facts 
and emphasising others, selecting its sources 
for quotes and not speaking to people with 
other and inconvenient points of view, etc. 
FAIR (Fairness and Accuracy in Reporting) 
performs a similar function for the whole 
media; both print and electronic. It points 
both to biases and inaccuracies. The problem 
is that media is an integral part of the 
information industry and a business whose 
interests are well aligned with those of other 
businesses; providing honest information is 
least of its concerns.’" It promotes the interests 
of those in power. If this involves falsifying 
facts, so be it. These are known as ‘fake 
news'. The classical case is the atrocities, on 
Kuwaiti babies by Iraqi soldiers, literally 
manufactured in Hollywood type studio in 
California, made into headline news stories 
in the so-called objective US influential 
newspapers.” Howdid so many expericncid, 


Mch a failseho^’, cai^ it ftirther to 
promote the gulf war that resulted in a mass 
murder of so many people'.’ 

The Bank and Fund combined together 
have large financial resources so that they 
can easily influence the information industry 
to make their propaganda look respectable. 
Thus, *‘We may notice, in passing, some of 
the features of contemporary Newspeak. 
'Economic efficiency' means profits for the 
few, crucially ihe foreign few, whatever the 
effect on the many. The concept 'economic 
health’ is a technical notion designed to 
measure profitability for investors, while 
excluding the health of the economy as far 
as the population is concerned. Thus the 
economy can be wonderfully healthy while 
the people arc starving.”’* 

Economic Reform in India; An Ideology 

The economic reform ideology arrived in 
India with the election of the Narasimha Rao 
government in 1991. Rao, himself, was a 
member of the Rajiv government and 
understood well the mechanisms for 
consolidating power. His minority 
government needed and recognised the 
usefulness of ideology to maintain and further 
its hold. To do so, it needed support from 
other quarters. Being interested in power at 
any cost. He had no difficulty in looking for 
it outside the country; particularly if it 
involved cheapening labour price”'and selling 
it abroad. Support from outside was available 
at a price; opening up the country for 
exploitation so that wealth can be transferred 
to the developed countries. Willing as he was 
to pay any price, he had no difficulty in 
accepting IMF 'conditionality' in exchange. 
He appointed a finance minister from its 
erstwhile bureaucracy who could make 
necessary deals with the IMF-Fund for its 
support.'” With foreign support thus ensured, 
it needed the help of some business houses 
which was not dif ficult to get in view of the 
largesse that a government, even one, 
specially one, that talks of privatisation, can 
deliver. The core of the power group was 
formed. Given the nature of the support from 
outside and within, there was another price 
to be paid; a steep rise in corruption and 
comipt practices. This was, however, least 
of Rao’s concern. All that remained to be 
done was to wrap up the interest of this core 
in the name of the welfare of the country for 
rhetoric purposes. VioUt. the necessary 
ingredients for the ideology were all in place 
and the ideology of economic reforms was 
launched with proper fanfare. 

The Tint element in the strategy to devise 
an ideology of economic reforms was to 
assert an artificial break between the time 
this government started in 1991 and the rest 
of tlw period since India’s independence in 
1947. The argument was made that all those 


It never occtaned to the rulers and the idea 
was never questioned by ‘the bought 
priesthood’ of respectable columnists, 
journalists and other so-called intellectuals 
that both the prime minister and finance 
minister - and others - have been full 
participants in the formulation and 
implementationofthenowdenouncedpdicy. 
In fact the prime minister belonged to the 
cabinet that formulated and implemmted 
that policy. It is interesting that th^e people 
do not realise that assertion of such an artificial 
break implies denouncing not only their own 
pa.st involvement but more so their own 
leaders; leaders whom they need, and show 
in life-size posters, during elections. In an 
ideology such questions are not asked since 
these deal with both rationality and reality. 
The subservient media and columnists oblig^ 
by talking about its praises instead of raising 
questions; they generally do. 

In addition to the denouncement of the 
earlier period, it was asserted that the new 
policy is a panacea and will solve every 
economic problem: growth, employment, 
inflation, poverty, deficits in trade, revenue 
and budget - or any other one can devise. 
To give it an aura of a panacea, it was 
presented as a technical exercise, alluding 
that if it is technical itmust be comprehensive. 
It was also hinted that there were no political 
overtones. Obviously, the facts are that the 
policy is neither apolitical nor a panacea. It 
cannot be. A simple analysis should convince 
any one who cares to think. On the contrary, 
it is highly partisan and political. Far from 
a panacea, it has heavy costs and a large 
amount of negative trade offs: low rates of 
growth, increases in unemployment, poverty, 
inflationary pressures on gt^s consumed 
by the majority, etc. The costs are borne by 
the weak and the misguided. The weak are 
the poor who always sufler. The misguided 
have been political parties not only left- 
oriented but also nationalist ones. 

To promote the ideology further, it was 
asserted that it has the support of IMP and 
World Bank. No body asked that these 
policies have failed miserably, and regularly 
in so many other countries in the world. Why 
should they succeed in India? It is hinted 
that the very fact that IMP and World Bank 
supported it is a proof that the reforms must 
be the right one. This argument, though 
erroneous, appeals to a large number of RM 
elite and their intellectuals in view of the 
fact that tiiey have bought wholesale the 
superiority of the western institutions;” the 
ruling class’s ‘‘servility - to government, to 
custom, [especiailyjto the developed ‘white’ 
world, to a host of other forces considered 
superior”. This servility is not a creation of 
these few years. The ruling RNI society been 
promoting such servitude all these SOyears.” 

In fact it lies deep in not only colonial 
ideology and what Albert Memi calls. 
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^otofritUI mincte, but fit the very acceptance 
ot the western rational thought whose major 
objective IS to describe, expl iin and justify 
exploitation as well as rape ot nature 
women and the colonised people by those 
in powci It condemns and marginalises all 
thought and ideas based on piintiplcs of 
whole unity oipinit bv denouncing them 
mfciioi to scientific ick is that pincecd 
troni parts It implied ihc pi mciple ol divide 
and rule Since tiaiidhi > death the power 
structure 111 Indi iconirollcdby RNI has been 
condemning escrything Indian its 
civilisation its values iislicniagc its dress 
Its tood Its rituals etc I he westernised 
Indian, pioud ot his/her t itionai atlilucles, 
has simply adopted the prc|udlccs ot the 
colonial white male except when it 
contradicts one s own ego I his loo has 
been successful in achicvinc its objectives 
Should II surpiise any one that the natural 
consequence ol these k urn i is lo damn the 
very Hinduncss and Indianness including 
the Indian peison’ Why should anv one 
respect or iiust an Indian expert ' Hoes 
It not contain the adjc'cliv>. Indian which 
IS an automilic. denunciation’ When 
Krishnaswamy wiiics As you know whit 
wesay has little value unless it isconliimod 
by some while rn m he misses ihe hisiory 
ot Indian colonialism md iis < ontinuance m 
the Iasi S dec .idee 1 his colonial uiiiudcshas 
been pailiculuily helpful in piomotmg this 
ideology 

In Its initial stages it was asserted that all 
economists suppoited it Mere <ig,im ihcie 
was a hint that it has the support ol so called 
experts llic tael isihal most mu roeconomisis 
ire no great experts and these days they arc 
not even lespedcd is experts Moicover 
those who opposed, and there wcie many 
were ignored and not counted I he so c al led 
objective bnghsh medium media did not 
care lo repotl about them nine h less cjucstion 
the assertions This is a siandaid lorm of 
ideology Opposition is disregarded and then 
denied 

Another torni ot asscition and a part ol 
strategy is to make the argunicius tautological 
and future related There is thus no way to 
evaluate the success or tailuic ot the rctoim 
or stabilisation I he success is asserted bv 
Ihe sheer delineating ol economic policy 
Thus, il the budget lollows IMb guidelines 
and gets Us approval it is asserted as 
succcsstui Again it it states that taxes be 
reduced, the very act ol lax icduciiori is 
asserted as success ot the policy and thcrelore 
of economic relorm What happens alter the 
tax cuts IS irrelevant and need not be 
questioned Bhagwati and Simivasan aic 
quite explicit about the natuic of these 
reforms as an ideology They do not mince 
words It IS instructive to quote them The 
government needs to educate the public 
continually about the foregoing misuiidei 
standings and every importani minister ol 


must be exploited to do this and thus to put 
the lationale and importance of the reforms 
before the public It this is not done the 
letorms are likely to lose support as 
misunderstanding multiply and acquire 
cogency simply hccausenocohcrentralionale 
and delence ol ihc reforms is available the 
ethciency onenlcd retuims were olien 
misinieipieied as yuppie ve<irnings out ol 
tunc with Indi i s poverty needs when m 
I act they could h ive been explained as truly 
anti-povcriv incisures This will enhance 
the credibililv ol reforms The cicdibility 
ot the relot ms IS necessary ’ "Note nowhere 
IS It suggested that the data on its success 
be picsented to peisuadc people alioiit the 
desiiability ol these ictorms Instead the 
advice IS lo mikc isseitions as mrnv limes 
as possible IS It not a page liom the 
adverlisei s m inual ’ a la tiobbles 
propagaiicl 1 piinciplc a he told huiidicd 
timesbecomcstiuih foiexample the relorm 
piomotmg c’conomists have suggcsial th.it 
growth leduccss [Hiserly 

I've l.icis conliadict this irgumcnt In the 
case ol the L S loi example the ccoiunny 
had loughly the. same laic ol erowih ot 
output and inllaliun in the cxpansionaiv 
phasc’sol l‘)6t iWaiicliyHI yelpovLiiy 
talc declined by 7 4 pel cent in ihc I'/tiDs 
comp lied to 2 4 pet cent in lOXOs In other 
woids the cap icily ol economic eiowih to 
leduce poverty I Ue declined Phis is partly 
due to the nature ol growth in l9X0s 
wages leniaincd constant even declined 
while incomes in ilic top range gic w much 
I istci Ihc tiicklc down docs not always 
work flic men il ot the story is that growth 
by ilsell IS not enough tor poveity reduction 
much depends upon the composition ol the 
giowth process (Cutler and Kat/ 19911 
Such evidence would nullily any ideology 
and IS thus ncvei sought The irgumeni 
about giowth rc ducing poverty is picsented 
as an assertion burthermore lautological 
aigumenis jrc made that one needs more 
ot the same even against eonirai y evidenec 

To quote again Indeed in the absenee 
ol luither new steps Ihe returns iiom the 
existing iclonns may be meagre m tcims of 
productivity ind cxpoii inercases in 
particular encouraging critics ol the relorm 
10 accuse Ihe rclormers plausibly about being 
in error when they argued for their necessity 
IHhagw.iti and Snmvasan 199T 7) Could 
this argument not be made in favour of any 
policy ’ If so wint IS so special about this 
policy ’ How ihcn can the old, denounced 
policy be wrong> The difference is those 
who an making these assertions have the 
power to ilo so 

flic luling KNI in the government and its 
allies, both within and outside India fully 
understand that these economic reforms 
del me in ideology to maintain and further 
then hold on government and financial 


to benefit their own and their new partner’s 
interests Accordingly thcfuncttoningolthe 
economy has not changed tundamenially as 
illustrated in F igure I 
The pac c ol c hangc initialed over the last 
two decades has maintained Most of the 
change is in rhetoric it is well expressed 
in the commoli comment, 'the regulations 
have gone but not the regulators" However, 
the policy has succeeded in its major 
objective ot gaining greater control ot the 
government insofar as the opposition, ol 
all soils, has been taken in by Ihe ihetoric 
or mullled Ihc media continues to sing 
praises ol Ihe reforms W hat ts hapiiening 
around us is both bi/aric-and depiessing 
Fhc country is cuircntly the victim of a 
tantastic confidence trick Apart from olhei 
things Ihc media have been so compiclely 
subverted that it is dilliculi logci one wi>rcl 
ot protest Ol dissidence even sideways 
( Between Filends kPW October 19941 
hioiwnw and Folituiil Weekly .inci 
those who write in it have analysed the lour 
budgets and the numbers released bv the 
government agcncic> ad udwitum Ihc 
numbers tell a sloiy ol al Iscsi a very pooi 
glade il not aclism,it l.iilurc something with 
which no policy iiuikcr can led comloiiable 
with much less be pioud ol I lus should not 
he surprising It is allci all a tiickic down 
spreatl a little around fiddle with the 
middle type economic policy I xpeiienccol 
otheuounineshasalsobecnsimilar Recently 
there has been a venous linincial crisis m 
Mexico and Ihc gcncial media that wroic 
glowingly about economic refoi ms there has 
started telling some truth 1 he (cconomicl 
rcloims enthusiastically supported by 
Washington ,md many wealthy people here 
benefited tew Mexicans belorc Ihc current 
crisis began on ncccmbci 20 and Icwci still 
afterward We arc all Icitovcrs ot a polilual 
system that creates a tew supcr-millionaires 
and millions ot super-poor", said a statement 
released last week by the Zapatista National 
Liberation Ai my the peasant group that took 
up arms against the government in the 
southernmost state ol Chiapas 11 months 
ago Mexico slorcign reserves, which stood 
at $ 28 billion a year ago, have dwindled lo 
a little meue than S 1 S billion, according to 
the country’s central bank, the Bank of 
Mexico ’ 

Whatevci meaningful numbcisone looks 
at one is astounded by the dismal state ol 
Indian economy I he growth rale ol the GNP 
has been below even the Hindu rate, much 
less the high latcs of growth achieved in 
1980s which are being^branded as a failure 
ot economic policy In spite of sustained 
dgncultuiai production due to good rams and 
harvests and the likelihood that the buffer 
slocks ot foodgrams could touch 40 million 
tons III 1994, per capita foodgrainsavailabiliiy 
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io 4^5 gikhii In Tlie low IWliihTtte 
has resulted from a senbus slump in industnal 
production, and this slump has continued tor 
the past three years The level of employment 
has gone down adding pressures to the 
lowenng of the wage rate The intlation rate 
has hovered around double digit in spite ot 
ample iood stocks and large imports ol wage 
goods The prices ol Iood commodities have 
grown taster so that the number ot poor has 
been going up As regards the potential tor 
growth, saving and investment havedeclined 
steadily, savings trom 24 6 per cent ot GDP 
in 1989-90 to 22 t pei cent in 1992-91 and 
tixcd capital lormation trom 21 7 to 19 6 
during the same period This does not augur 
well tor economic growth This dismal 
performance ol the economy has etlected 
even the central budget which faces nses in 
both revenue and budget deficit These 
numbers however deal with the real 
economy and altect average people in the 
country but not those who hold the power 
ind whose interests the reforms serve 
The Indian economy is now in a debt tiap 
India imports on the aveiage goods worth 
$2'' billion and expi'its in ihe best ol 
c II c u msl,ini,es around $21) bi 11 ion In the past 
kw years the import situation has been 
helped by two m i|v)r lactors (it i slump in 
Ihc industrial economy so th it its impoils 
needs were icduccii mdiii) iinaioi aduciion 
in the price iil oil I hesc tavouraWc 
ciiciimstancosc iiioolcontinue Theieisthus 
a striiciural inib il tnee ol. round $1 billion 


Andthe media wen{r|ai|iadvtvtt If one goes 
deeper into trade data, these are temporary 
gams which did not continue even next year 
“Exports mdollai terms rose by 13 Qpercent 
during Apnl-Ociober 1994 and imports by 
19 8 per cent non POL imports went up by 
30 6 per cent Considering the economy s 
import propensity this is not surpnsing nor 
IS the widening ot the trjde deficit to over 
$1 4 billion trom $569 million in the same 
penodotlastyear ( CurrentSmtislics FPW 
December 10 1994 p 3114) 

The country has been opened up in the 
name ot globalisation and liberalisation but 
basically in exchange tor the political support 
ot international including NRI capital fhe 
foreign resources that have flown in have 
gravitated towards mostly speculative rather 
than productive investment "We have yet 
to find evidence that the level of private 
investment in the economy has gamed ihe 
level attained in 19^0-91 [Balakrishni 
1994 980] le prioi lolheeconomicrclornis 
<tnd dll the concessions and giscaways to the 
private c apital tore ign ,ts well as domestic 
It IS estimated ih ii \ ntually 70 to 80 pci cent 
ol direct foreign i ipiial flows have been in 
linancialtoim spccul itivc pure base ol assets 
ol publit comp lines being sold and land 
deals 

Poveity his eiown both iii s/e and 
severity Accoid na to the latest 27tli edition 
ol Wotld Rank 1 his Indi i is the one ot the 
II pootest ol Ilk poO'' coimiiivS ii the 
wotld as iiicisuicd by itsGNPot $2*>iipLr 
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ideology of economic Mfotmti 
(I) The left-oriented parties, the Marxist, 
the Janata Dal and other similar groupings 
in different states These are made up ot RNl, 
the loyal opposition, their arguments and 
concerns are best represented in the pages 
ot Economic and PoUtical Weekls, it has lost 
the intellectual moonngs of its iwon d elie 
dftei the demise ot Soviet Union and has 
been seeking some form ot legitimacy Also, 

11 has generally accepted the basic proposition 
ol the supenority ot the western rational 
thought Given these two proclivities it 
accepted the proposition that planning was 
a iailure and some form ot reform is needed 
Thev have thus taken the rhetoric senously 
md concentrated their efforts ir .malystng 
the perloimance ol the economy rather than 
op|Hising reforms ideologically For example, 
PPW Research Foundation (1994) has 
anaivsed whv have the retonns tailed The 
imphiation ot such studies is that refonns 
aic needed but need to be formulated 
dittcrentiv They have not recognised thlU 
ccoi omi ictorm is an ideology" and th^ 
Kkoln I tire loughi at the level ot an 
uk< I g\ md not It the technical level At 
present ih v do not have an ideology 
Accoidinilv these groups have been 
incticiiivc in de.ilinc with the reform 
ideology In lact given the loss ot Iheir 
legitim uv their accept ince of western 
I diional ideas that promote divisivcness and 
continuous splits in the various groups 
icpicscntine ihein hanging powei lelatinns 


Add 'o It the micicsi r.uc payments oi the 
loicign debt around 10 billion dolhits pci 
yeai and growing over time There is ihus 
asirticlural iinbalanccol ait und $ 1*1 billion 
Ihis IS the si/e ol ihe debt trip 
For purposes ol rhetoric llic government 
can md docs keep on hirping that Ihe 
loreian lescrves have been cong up bven 
herethesiorvisnotth.ilhnght Thccouinrv s 
cxicin,ii debt rose Ironi Rs I 302 8 billion 


,.apita II IS one ol the three such counitics 
in Asi I othei iwi iic B,uigl,idesh and L los 
Rcnumingcightaie AlncancoumriCs' The 
social problems h ul aggravated Itirther A 
perception hast m ig^d Ih a liberalisation ol 
economic pi licv perhaps h.u become 
liberalisation of ,.oirupii<jn And (his Irom 
Aijun Singh s Ictici ol reMgn,ilion to prime 
minister N,irasimln Rao (quoted in Rltf’ 
December 31 1991) This is a vciy telling 


ihcsi icliparties acet iitiia,c mostiv negative 
,mddivisivepolu es Bccauscol theirMiet 
or need tor coneci ns that promote 
divisivcness these paiiics may be ol little 
icicvancc to India s uliire 
(2 1 T hero is ihc opposiium represented by 
the niiionalisi BJP p.iny The BJP 
distinguishes itscll on the b,isisot its concern 
lor Bharat its heiitagc and civilisation it has 
thus an access to high qu.iliiy ideology 


to Rs 2 809 8 billion between 1989 90 and 
1992 93 lumping trom28 SperceniolGDP 
to 39 9 per cent The total debt sersicing 
charges in 1992 93 amounted to 30 8 per 
ccnl ol currenl receipts md accounted lor 44 
porcentolcxpoits lnadiagr.im Uisst.>ted 
diiripc the lirsi half ol tne current list al ye ir 
tApnl Detcmbei 1994) against gross aid 
receipts ol Rs 3 803 ,.rorc Rs 2 /4I croie 
(72 pci cent I (lowed back by way ot 
ainoilisaliun and another Rs 2 2 33 crore (59 
per cent) inwards interest payments This 
resulted in a net outflow ol Rs 1,171 crore 
(31 per ten!) The torcign debt which is 
othei side ol the ledger is Mrely mentioned 
“Virtually all of the additions to foreign 
exchange reserves accrued through new IMF 
loans, NRI deposits, and turthcr commercial 
borrowings Last year exports did a little 
belter and the balance ol trade had a smMler 
deficit panly because ol the leccssiorf in 


statement about corruption because one 
senior ministcro' ihcgovcrnment noi known 
tor integrity is publicly writing about ii U 
the prime minister It has made lilc httder 
lor the common person This i*- de.ir even 
trom random examples. The use ol alcoht'l 
IS growing so ih ii it is now a large market 
and more people ue dying on the loads^ 
One mav isk ihc questnv il the 
pertormance ol (he economy is so dismal 
whyarc cconomu relorms still being loiiicd 
III public through i media bitu H he reasons 
are political Ihc ruling RNl elite has no 
reason Io expect iny better performance It 
has guarded iiscll by its tautological reasoning 
and Its support among key groups that wield 
power Perhaps there is a need to rephrase 
the question Given such poor performance, 
why have m >t the political parties in opposition 
not punctured this ideological balloon 'There 
are two types ol opposition parties, it is 


Accoidingly the B IP had a good chance to 
,,xpose Ihe b<inkrupkyoltheielorm ideology 
by lienimg ii wun a hciicr more suhstantial 
and counicr ideology ot swadeshi Figures 
2 and 3 illustrate a distinction between 
swadeshi and the existing economy The 
triangle represents the existing economy 
whose b ise is made up ot poor and intormal 
sector and whose vortex lepiescnts the nch 
and powcriul It is ot the shape ot a pyramid 
few ncli at the top and most poor al the 
bottom By (ompanson, the swadeshi society 
represents a square where the si/e ol ihc base 
IS not different Irom that the lop In the 
current situation, represented bv Figure 2. 
economic relorms accentuate the mcqualittes 
so that a part of the irfSngIc is above the 
square 

The reason why swadeshi society is 
represented by a square with the same base 
IS because swadeshi has all the desired 
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ft has ah appeal to nuljority 
population, even a small part of the ruling 
RNI elite. It combats thfi realities resulting 
from business and bureaucratic corruption 
on the one hand and gross inefficiencies of 
the market system on the other. It has a 
commitment to move the economy and 
industry at a higher level of productivity and 
technical competence. In its initial stages, 
swadeshi has the advantage of promoting 
both economic growth and employment 
thereby reducing poverty. Swadeshi thus 
contains most of whatever little substance 
there is in these ‘reforms’. By accepting 
reform ideology even partly, and not 
promoting the swadeshi alternative, BIP made 
a mistake. BJP’s support provided important 
legitimacy to the reform ideology, helping 
the Rao government in its control while 
hurting BJP itself. As a result, BJP has lost 
a great deal. Not only has it missed valuable 
time but has also suffered in the elections. 
For BJP. it has been an expansive mistake. 
Its mistake has also cost the country and the 
poor a great deal. 

Politic At Faij,ol't 

We have argued that economic reforms in 
India is an ideology for the sole purpose of 
maintaining and promoting the interests of 
the group in power. The group m power is 
made up of ruling RNI elite, us allies among 
NRI and foreign capital, and the trading 
houses that have been gaining economic- 
power and resources in this alliance. During 
this period whatever little growth has taken 
place has helped this group; (i) foreign capital 
in terms of cheap labour, Indian assets, and 
speculative profits, and (ii) domestic finance 
capital in the form of speculation, exports 
and bank profits, etc. This alliance has helped 
the government to maintain its hold. The 
question is; how long can this ideology of 
economic reform be able to generate the rents 
and royalties to this alliance'.' 

If this analysis is valid, it suggests that the 
ideology cannot succeed long without some 
visible economic performance. The problem 
with ideologies is that they disintegrate when 
questioned and tested against reality. Truth 
emerges and reality catches up. There are 
two factors which will lead to adisintegration 
of this ideology: One, the alliance may break 
down. Already, IMF and World Bank have 
been looking on the other side as the central 
budget keeps on Haunting the desired targets. 
There is a limit to this process. At that point 
4here is a possible conflict between domestic 
and foreign capital which is bound to come 
to the fore. 

Second, if the economic performance 
remains as dismal as it has been, and there 
is no reason to expect it will improve in the 
near future, even the gullible journalists and 
intellectuals will find out that it is all rhetoric. 
On the contrary, the economic situation is 


111*!# to "worn.;*’ M anafysfa suggfcsts 
that there is neither growth nor .stability in 
the current budget; the constraints of the 
budget making are becoming more .serious. 
The advantage ot the six good monsoons has 
already disappeared this year. With declining 
investment in agriculture, this sector may 
pose a grave threat to the government. The 
payment of interest on foreign debt is coming 
due and will add a pressure on the trade 
deficit. 

The Indian political process follows 
democratic principles via regular elections. 
Since these reforms are at the expense of the 
majority poor and disadvantaged, they will 
respond at the election time. Populism has 
remained and still remains a political force. 
Elections, unless manipulated as, forexample, 
in Mexico, invariably go against such reforms 
There is a lot of evidence on this proposition 
from all over the world. This happened in 
India as well. Four .state elections took place 
i n November 1994. The winning parties made 
the basic principle of providing economic 
improvements to the masses through the 
reduction ol ..le priccof wage goods, a policy 
completely opposed to ‘economic reforms’, 
a part of their election agenda. The ruling 
Congress suffered a defeat in all states, even 
in Andhra Pradesh from where the prime 
minister hails and where he made all sorts 
of speeches and spent lots of money. Jayashree 
Sengupta has articulated thcseelection results 
with a nourish. “The trouble with people in 
power in New Delhi is that they, like 
‘badshahs’ before them, become isolated from 
the people, particularly the poor. They keep 
meeting their own types at posh hotels and 
get together, exchanging mutually pleasing 
pictures of what they are doing and seeing. 
A sprinkling of foreigners always provides 
the right backdrop of encouragement because 
they are there to say how great India will 
be if only it liberalised faster... F'cople hadi 
become impatient and the signs were visible. 
If only these policy-makers looked aroumJ 
them from the curtained windows of their 
bullet-proof cars and .saw the hungry an.d 
often angry faces on the roadside... Even the 
stodgy senior bureaucrat wit'n his win;gs 
clipped, admitted the value of economic 
retorms. Not they, but their c;hildren were 
working in either some multinational 
subsidiary or a foreign bank and drawing 
their annual salary in a mont'n's time... The 
favourable report cards from the World Bank, 
and the IMF gave the lmpres.sion to thu 
people that everything was going rather wel’i. 
The media was convinced too. Reports fi-oin 
seminars, workshops gamif,hed with famous 
economists, appeared In major newspapers 
and journals saying the same thing. ...People 
became designer-minded and brand- 
con.scious. Indeed, India was going f;lobal, 
said the elite crowd in tfie metro cities but 
no one realised that they were only' a 
minuscule percentage of the 900 n-iillicos. 






edition, December 14,1994). The media has 
tried, and is continuously trying, to make the 
argu ment that these elections were not against 
reforms but instead depended on local issues. 
This goes against both reason and reality.*' 
Four more states are going through elections 
(February 1995). The results would be out 
in a few weekV Already .some recognition 
is being accorded to the fact that reforms may 
not win votes. There is a possibility that the 
ruling Congress Party, the promoter of 
‘economic reforms’ may lo.se all important 
states. Still the ideological propaganda by 
the media continues.*' Eventually, it 
delegitimises them and their future capacity 
to promote the fantasy and illusions of 
economic reforms. 


A Prognosis 

We have argued that economic principles, 
social institutions and ethical norms together 
make a consistent framework. We have also 
argued that ‘economic reforms’ are based on 
exploitation of the larger society and 
environment in order to serve the interests 
ot the ruling NR'l and international capital. 
Becau.se of such inter-relatedriess and their 
exploitative nature, the current economic 
reforms’ are bewnd to place great stress on 
the Indian society to possibly a breaking 
point. In this sense both AM and 
IKrishnaswamy are right in reaching the 
conclusion that this can lead to a ’’bloody 
and anarchic" change (‘Betwerm Friends...’, 
EPW, October 22. 1994). Their hope is that 
!>uch a change will follow from the current 
‘irrationality’ of the .system and will be led 
by the poor masses; not intellectuals. 
Llnfortunately, history does not provide many 
e;<(amples. much less an assurance, that the 
‘collapse of irrationality’ will come about by 
the uprise of the oppressed; however logical 
and rational it may .sound. Even if such a 
change takes place, it can, and will, introduce 
its own ‘irrationality’ because this whole 
‘rationality’ is based on divisiveness. 

A positive change will need a paradigm 
shift of ideas; a different conceptual 
framework with its consistent ethical 
framework. Its underlying principle has to 
be integrative and not divisiveness. The 
ethical framework is clear, it is one where 
personal integrity, quality of personal 
character and commitment to public good at 
a high persimal cost are not only honourable 
values in them.selves but also considered 
honourable and desirable by the society. It 
is also clear that these ethical values are not 
consistent with the concepj^al framework of 
planning, market ideology and ‘economic 
reforms’. The conceptual framework that is 
needed, then, is the one based on organic and 
holistic ideas.** It is a framework that 
promotes, not destroys, sustainable 
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fuRCfiont of nun, womaC uRuty and 
nature It i$ a framework that assigns a 
higher image to humans than merely 
physical beings who can be satisfied by 
material goods so that progress is not 
measured only by the multiplication ot 
material possessions and increases in 
physical comforts ‘The physical approach 
to life has become a kind ot epidemic in 
modern industrial civilisation Never in the 
history to my knowledge, has a civilisation 
reflected a lower image of the human being 
a physical chemical organism with no 
motivation than sell-interest, no aspirations 
that cannot be fulfilled on the physical 
level Believing that the human being is 
physical, we have by some three centuries 
ol concentrated cl fort developed the 
technologv to do what we like in the 
physical world We have an unprecedented 
capacity to pursue mateiial goals and 
produce material goods to satisfy every 
desire It the physical image ot man is 
accurate we in the US must be living in 
the Goloen Age 

I (1 s a 1 1 nmework that pi omotes well being 
ot humans and nature and not their 
exploitationnui thccxeiciseotpowci Since 
human wellaie is not possible without 
community ot which tamil) is the basic unit 
It IS a tramew oi k that exalts, stiengthens and 
stabilises lamilv neighbourhood mohalla 
Hid village This concept is very dtflercni 
liom that ol employment which promotes 
mcliMclualism What is needed iherelorc is 
not lull employ ment but community giowth 
Family not the individual has to be at the 
ccntic and litmus test ot all economic and 
social policy Ihus every activity and 
instilutioti that weakensess the family has 
U) be taxed heavily Similarly every activity 
and institution that promotes the cohesiveness 
ol tamily and community his to be 
subsidised It IS such a paradigm shilt that 
some ol the avanu yatdi thinkers aie 
working on It was this paradigm shilt that 
Gandhiji had aiticulatcd in his immense 
wisdom He developed a part ot the 
liamcwoik in the concept ol swadeshi It 
IS in this paradigm shilt and Gandhian 
paradigm alone lies the hope tor the Indian 
society though not torthe ‘relorm led Indian 
economy as we understand it today Once 
swadcshi ptilicy is in operative it will impact 
Ihc whole society not only the people at the 
top Ihc final outcome ot such a policy is 
illustrated in Figure I where tbc triangle 
represents the economic hierarchy as m the 
current economic situation and the squaie 
the swadcshi society Many will, no doubt 
question its validity partly bcc*ausc ol lack 
ot tamtiianly with such a society but more 
so because such a society will not be able 
to provide the privileges to those who are 
m power at present Since it is these people 
who control the media this altcmativewill 
fic misrepresented In fact, acontrolled media 


Always of an 

alternative, any altfmative, paWreuIarly an 
alternative which is senous and workable 
Thequestionis willsuchapositivechange 
come about If yes. how'' For such an 
alternative lo emerge, it is necessary that 
there is a shilt m the paradigm of ideas and 
thought At piusent, both the paradigms are 
reflected m the political parties (1) The 
Congres‘ and its leftist opposition m the 
form of Marxist and Janata Dal type parties 
represent the Western rational paradigm Their 
intellectual paradigm is based on power and 
Its corollary ol exploitation Accordingly 
they need to di vide the people in whose name 
they want to gam power Thus Congress has 
been dividing through the mechanisms ot 
minority vote fhe present Congress 
government is losing its popularity The 
divisions within itself are getting deep It 
may be too early to write its obituary the 
ownership ot government that has kept it 
alive IS now weiktned, the business people 
who have provided them the money and 
muscle have no commitment to it and can 
easily move to other groups Marxists divide 
because they cannot stand anything that smells 
ut (he majoritv Hindus or its heniage It is 
not accidental that Marxism, in spite of its 
theoretical appcti to the large majority has 
icmained a minoi player in the Indian htxly 
politic Janata Dal divides to gam the votes 
otthescliedultdcastesanddalits Its problem 
IS that It has none ol its own coherent and 
positive policy or piogramme It has always 
been made up ot people who left the Congress 
tor one reason or the other and has never 
developed into a full-pledged party A part 
ot the reason lies in its need to divide and 
depend upon dil lerenl groups who themsels es 
are not part nt a laiger group It is, therefore, 
an inherenti) short-term and local 
phenomena 

(2) The second paradigm based on 
integrative principles is leprescnted by the 
BJP Because ot this paradigm it poses the 
most serious threat, not only to the 
government ai present, but to most of the 
assimilated RNI both ruling and loyal 
opposition That it has been a serious threat 
to the RNI can be judged from the tact that 
nght from Ihc beginning, as early as mid 
1970s, when it was too small to be taken 
senously, the media started the campaign to 
denounce it by al fixing a pejorative adjecti 
to It, nghtist reactionary’ Hindu party In 
those days rightist and ‘reactionary’ were 
pejorative term terms that have gained 
respectability these days It is interesting 
and instructive to note that these acyectives 
are no more affixed to the BJP Instead it 
IS now called ‘tundamentalist Hindu’ party, 
It does not bother these self-styled objective 
journalists that ‘Hindu’ and ‘fundamentalist’ 
are contradictory terms IFrawley 1991 1992] 
7716 objective is to give it a bad name In the 
hope It wilt stick Not only have these 


BJP has gained pqiularity 
the year, in spite of, and against, the heavy 
odds ot a ruling class organised against it 
Such attacks on the BJP continue Take the 
example about aieport regarding the elections 
{February 1995] in Mah^htra where It is 
suggested that the Congress may lose "We 
are familiar with the Congress Party’s 
functioning especially with chief minister 
Sharad Pawar" said a top Bombay 
industrialist, who did not want to be 
identified Foreign investors are concerned 
about the possibility of the BJP taking charge 
[of Maharashtra State Government] rather 
than the Shiv Sena, said a senior executive 
ot leading multinational management 
consultancy firm operating here [Bombay] 
The Shiv Sena is largely seen as a malleable 
party but the BJP is rigid It is they who. our 
clients feel, may cause a problem” l/ndia 
Abroad February 17,1995] It is interesting 
to analyse this statement (i) Basically, it says 
that the Bombay industrialists like Shar^ 
Pawar because they are corrupt to the core 
and coiiuplion is OK (it) Shiv Sena Is 
corruptible and therctore OK (in) BJP is not 
corruptible and may follow policies that may 
not allow the nch to exploit the poor and 
the country tor their gam (he policies based 
on the alternative paradigm They are thus 
not acceptable 

The BJP IS emerging as a national party 
with Its support virtually in all the m^or 
states The threat that the BJP poses is so 
senous that all other parties are joining 
together with one single object, to keep it 
out of power In addition, there are problems 
within the BJP With us growth, it has also 
attracted many RNIs who are interested in 
their personal power and have little 
understanding or commitment ot its pnncipies 
and the ditterent paradigm Their presence 
helps (he ruling RNI to manipulate the party, 
particularly its programme and policies It 
helps the media to confuse the public by 
misrepresenting the BJP as no ditterent trom 
other parties The BJP has already made the 
mistake ot supporting the ideology of 
economic reform thereby hurting itself and 
Its message One assumes that the BJP has 
learnt its lesson the hard way and is not liable 
to lepeat us mistakes Given the opposition 
from all political parties the media 
particularly the English language media, and 
Its internal problems the BJP has a tong way 
to go to gam political power It is still in the 
process of formulating, and articulating the 
alternative swadeshi programme and has to 
deal with a media bent on seriously 
misrepresenting this alternative It will thus 
take quite a long time for the policies based 
on this alternative to ^omc operative 
The prospects m the near iuturc are full 
ot uncertainty The Congress Party is now 
taction-ndden With the lack of power 
through the state governments, these factions 
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Net profit 

R$. 277 crores 
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Order booking 

Rs. 3511 crores 
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Sales and other income 

Rs 3318 crores 
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Asiembly line of I &Ts new 
Air Circuit Breaker 


MAJOR ORDERS 

• Largvst IWiri'Strand Slab 
Castar for Bokaro 

• India's First Advancad 
Stackal Mill for Salam Staal 
Plant 

• Largast and Fastast Papar 
Marina 

• India's First Vartical Dairy 
for NODB 

• Asia's Largast Automatad 
Milk Plant at Gandhinagar 

• Gas Piatforms for ONGC 

• 2 X 20 MW Co-ganaration 
Powar Plant for Tata 
Chamicals 

• Switchboards and 
aquipmant for fartiiisar, 
chamical, patrochamical 
and camant plants 

• C-Powar Air Circuit Braakar 
and Z-lina Patrol Pumps 
widely accaptad. 





Vacuum column manufactured by L&T 
being erected at a refinery in Mangalore 


Construction 

Significant orders received 

• Civ l/mechanical work for 
petrochemical and steel plants 

• Four-laning of section of NH1 

• Project for supplying water to 
700 villages m Andhra Pradesh 

Projects completed include major 
cement plants as well as viaducts 
bridges and tunnels for Konkan 
Railway L&T received Excellence in 
Construction Award from Konkan 
Railway Corporation 

Comont 

• Commercial production 
commences at Hirmi plant 

• Production at Awarpur and 
Jharsuguda plants registered 
Significant increase 

International Btisinass 

• Heavy engineering plants and 
systems for Qatar, Saudi Arabia, 
Kuwait, USA, Singapore 

• Switchgear, drives, controls and 
petrol pumf» exported to Europe, 
Africa, Middle East and South 
East Asia 

• Major bridges completed in 
Malaysia 







Quest For Excellence 



LS T's cement plant at Hirmi m Madhya Pradesh, installed by the Company on an BPC basis 


New Projects 

• 2 X 250 MW power plant to be 
set up in M P, with Community 
Energy Alternative, USA and 
SAIL 

• Joint venture formed with Sargent 
& Lundy, USA for EPC services in 
power sector. 

• 1 5 million tpa Gujarat Cement 
Project to be commissioned by 
September, 1995 Plant capacity 
to be doubled soon, 

• Work on the 1.75 million tpa 
cement unit m A.P. to commence 
shortly. 

• State-of-the-art glass container 
plant being set up at Nashik. 


Community Service 

25 year record of medical and 

welfare services to the community 

• Good Corporate Citizen Award' 
received from Bombay Chamb''' 
of Commerce and Industry for 
conspicuous achievements in 
improving the quality of life in 
the community 

Prospects 

Response to changing economic 

environment 

• Sharper customer focus. 

• Renewed emphasis on 
technology, quality, flexibility in 
manufacturing and quicker 
response. 


• Creating strong EPC 
organisation 

• Achieving balance between 
ensuring growth in current 
earnings anci investing in the 
future. 

L&T aims to build on its 
traditional strangtfis and 
fulfil its vision of becoming 
a world class company 
dadicatad to 
profassionalism and 
axcallanca. 


(Synopsis of statement of 
Mr S 0 Kulkarni, Managing Director 
and Chief Executive Officer, 
circulated to shareholders) 
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can, and will, be destructive It has lost trust 
of the people and is widely known as a party 
of corruption [Diwan 1993b] Marxist parties 
have been always perceived as a non-national 
party They have remained, and will remain, 
tnnge parties with small pockets ot strength 
The vanous groups ol Janata Dal and regional 
parties have strengths within theirown areas 
where they represent or manipulate the caste 
and religious minorities The people who get 
elected on its ticket arc in politics tor their 
personal egos and gam They will makedeals 
with any group ot party to gain some power 
The BJP alone stands as a party ot principle 
It has been growing but has not been able 
toconsolidate its stiength so as to gam political 
power In the coming years, and next 
elections, there may be no single party to 
form a government that can develop and 
carry on a comprehensi vc progi amme tor the 
genuine benefit ol the country instead of 
some very small section ot it During this 
penod, the policies will remain ad hoc, based 
ona mixlureot the two virtually contradictory 
paradigms 

Notes 

(An earlier version of this paper was presented 
at the 2trd Annual Conference on South Asia 
University of Wisconsin Madison Wl November 
4 h IV94 A revised version is to be picscnied 
at the I99S Annual Meeting of the Eastern 
Economics Association March 17 18 I99S at 
New > ork I am thankful to Ashok Bhorgava 
Suresh Desai Kenu Kalhanpur Mahesh Mehta 
Mukund Mndy and Sabine O’Hara for helpful 
suggestions ] 

1 This story is given m Valmiki's Ramu^an 
the Sundiu Kmd section and refers lo a 
conversation between the soldiers liom 
Kishkinda 

2 This IS particularly true ot English medium 
print and electronic media partly because it 
takes Its cue from the western media For 
ex.imple India Abioad an ethnic weekly 
published from New York and a mouthpiece 
of government and mtcrnalinnal capital 
devotes S to 10 pages every week lo laudatory 
stones and news about the desirability of 
these rcfoims 

1 Much ol such disLUSsion appears m the p,iges 
of hontmiii and hdilaal Wtekh 

4 To give one example live presidents of 
Association of Indian Economics Association 
(AIE.S) wrote a Idler lo the prime mmisier 
questioning economic reforms This letter is 
conlaintd in Diw,in 1991a 

5 I have elaborated the concept of RNI in Diwan 
199Sa RNI are classitied into three groups 
Assimilated RNI made up ot (i) ruling group 
(II) loyal opposition and (in) non-assimilated 
RNI The RNI are contrasted with Non 
Resuk'nl Indians (NRI) 

(i There is an oil quoted remark what is good 
for General Motors is good for Amenca' ll 
IS ascrihcdlo Wilson, an executive soiiKiimes 
a secretary in ihc ledcral government 

7 Galbraith 1992 and Reich 19113 amongothers 
pros idu good examples and explanations 

8 in the 1994 November elections only 37 per 
cam ol the eligible voters exercised their vote 


Yet tfw wintier and the media have pteihbfed 
the idea that electorate have given the 
Republicans a mandate A lilile thinking 
should persuade any one about ihe absurdity 
of this argunicni a mandate being defined by 
a small mmoiiiy 

9 Support for the status quo is intensely 
bipartisan m llic truest sense real access 
lo the honeypoi in most cases comes only 
Irom service appomlinents, and connections 
within Ihc Rcpublican-Democialic Patty 
system A cynic could even say Ihe 
t orruptim at Wu c/img/on—because bluntiv 
that IS what we arc talking about—is closely 
bound up with two party politics Influence 
peddling access is one of the most important 
components and privileges of parly spoils 
sysicm Phillips 1994 p S2 |cmphisisin 
Italics in original] 

10 In fact freedom'IS code word fur fieedom 
to exploit in order to make profits 

11 Those pocpie m Washington who write the 
complex tangle ol rules by which the economy 
operates have over the lost 20 years rigged 
the game by design and default - to favour 
the pnviieged the powerful and Ihe influcniial 
At the expense of every one else wcaiein 
the midst ol the largest iransler of wealth m 
the n,ition s history ll is a transfer from the 
middle class lo the rich' (Barlell and Sicclc 
1992 pp 2 3] 

12 Theie is a well defined concept ol a icchnu 
economic paradigm (Sec Diwan and Dcsai 
1990 and Dtwan and Chakraburty 19911 f oi 
an implication ot ihis paradigm on 
compelitivencss (Diwanand Filpo 1992 .mil 
Diwan and Chakrahorly 1991) 

11 His three mteinalional best sellers deal with 
technology / uluie Shock analyses the rale of 
lechnical change Iht Third Wave examines 
the direction that the technology and its change 
IS taking Powenhili attempts to explain the 
shift of power to information and technology 

14 As a result of the slight increase m interest 
rales over the Inst tew months. Fortune 
magazine estimated that paper losses on the 
US government bonds alone totalled $ 600 
billion through the first nine months of 1994, 

, with global bond markets having lost a Iota! 
ot $ I S trillion among them The I,liter 
averaged out lo around $ 263 in paper losses 
forevery man woman and child on the planet' 
(ibid p7| 

15 Aitcniion has focused on president s 
willingness to make deals with business and 
financial lobbies even muie quickly than with 
labour cnvironmcnlal and minority groups 
Changes like these itll the real story of the 
transition from Old Democrat to New 
Democrat Whai Clinton has done is to shill 
his parly from so called interest group 
liberalism lo interest groupcenterism away 
from the prospending liberal type lobbies 
that represented people (labour seniors 
mmorilics and urban) lo a more upscale 
centrist (or centre right) group that represents 
mone\ (inullinaiionals business banks, 
investmcnl firms trial lawyers trade 
interests superlobby isis investors the bond 
market and so onj f/in n the ultimate 
triumph of Wushin/ttim s interests group 
list endani i the parts of the people i an 
no liini;er he the parts of the people" 
(Phillips 1994 p 52 (empbasis in italics in 
onginaDI 

16 Compare ti to Gandhi’s ideas In well 
ordered society the securing of one s 


tfvd^i6y>4)(bd;irl« 

easiest tJiing in the world Indeed, die test of 
orderliness in a country is not Ihe number of 
millionaires it owns, but Ihe absence of 
starvation in its masses [Gandhi 1966, p 19) 

17 ‘ This year Bolivia celebrates only Ihe 40th 
anniversary of the revolution that quashed a 
malignant oligarchy w/iere/iriKJte enterprise 
sias the disease and natiimalisation nas the 
cure Thus Bolivians look upon Ihc 
worldwide movement towards Iree-murkel 
economies with suspicion The national 
memors equates prisate enterpuse ssith 
unsjteakahle steering Bolivia is not alone 
Its neighbours have similaily dark 
recollcclions of a free inorkel at its most 
wanton Itwosonly in 1964 that Ecuador shed 
the dreaded 'Wasipungo' system - forced 
Indian labour with the United Frutt Company 
of Boston acting as overseer Those who have 
survived its worst transgressions knoss that 
a free market is often free in name onls' 
[Rosenberger 1992 (emphasis added)) 
Rosenberger should know since he was a 
former UPl reporter 

I a 'A final concern, which the World Bank has 
made only feeble cffuris lo .iddress is its 
bloated and overpaid bureaucracy Those at 
the World Bank would do well to accept a 
hint ol scif-sacnficc in then professional lives 
rather than maiauding as if they were partners 
in some great Hanseatic banking house ’ 
(Levenberg 1991) 

19 Merchant 1980 articulates persuasively how 
language metaphor and images changed as 
the commercial and industrial suciely 
accelerated to justify ihecxploitalionof both 
women and nature The metaphor ot the 
earth as a nurtunng mother was gradually lo 
vanish as a dominant image as the Scientific 
Revolution proceeded to mechanise and to 
rationalise the world view The second image 
nature as disorder .ailed forth an impnrtani 
modem <dea that ol power over nalum Two 
new ideas those ol mechanism and Ihe 
domination and mastery of natuie became 
con; concepts of the modern world p 2 

20 'In 1992 alone US business spent perhaps 
$ I trillion in marketing simply convincing 
people lo consume more and more goods 
This exceeded by about $ 600 billion the 
amount spent on education - public ond 
private - at all levels Under these 
circumstances we can expect people to grow 
up with their heads full ol (biased) 
information about saleable commodities 
and empty of knowledge about human 
history morality culture science and the 
environment’ (Foster 1995 pp 4 5) 

21 For example such power promotes sexual 
abuse ' The most recent statistics estimate 
that one in tour girls and one in seven boys 
IS sexually abused by age 18 Like other 
forms ot rape and sexual predation the 
sexual abuse of a child is nai a mine of 
destie hill Of pays ei Sexual abuse is a way 
in which the molester seeks control ovcrihe 
problems in his or her life Sexual abuse 
IS not the province of the lurking stranger 
in the shadows or the anonymous neweomci 
in the dork house dowi* ihe siroet The 
majonty of abusers are the child’s father 
mother, sibling, next door neighbour trusted 
family friend They are people who have 
been abused m some way themselves " “I 
base my belief on an unique perspective 
Not only am I a survivor of childhood sexual 
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years rescsithlni the topic ror my wciorai 
dissertation” (Schultz 1995. pp El-2]. 

I “Orowlh most clearly inuniserates those who 
suffer an absolute decline in real income, 
which can happen even os per capita income 
increases It is a central fact about recent US 
growth that the median (middle by number) 
hourly wage of production workers has fallen 
about n per cent since I97t The number 
of poor people below 50 per cent of the 
poverty line increased from 7 7 million in 
1975 to 15 million m 1992 Some 7 million 
people were m that state [homelessness] during 
the late 1980s according to a recently released 
Clinton administration study A Census 
Bureau report of October 1994 disclosed that 
even in 1993, an yeai in which an economy 
grew by 3 percent, median household income 
declined by I per cent, increasing the medion 
household income decline since 1989 to 7 per 
cent” [Herman 1955. p 45] 

Taylor argues thot these policies have 
resulted in the transfer of $ 50 billion from 
the developing to developed countries 
See Diwan und Hu (1988) for the case of 
Sudan Sarkar (1993) has summarised a 
number of studies all of which show that 
Bank Fund policies arc a source of further 
destabilisation and underdevelopment 
'Mall IS one of the World Bank and IMF’s 
model African pupils having fully 
implemenled over the Iasi 12 years all key 
elcmenis of the SAP programme including 
massive salary cutbacks devaluation of the 
currency and liquidation ot stale enterprises 
But with their purchasing powei declining 
by over 117 pei cent since the start of 
adjustment, people finally rebelled 'Against 
SAP" this February (1994), barricading 
streets and ransacking buildings A similar 
unmasking of another model .SAP occurred 
more than a month earlier, in early Januory 
(1994) The indigenous Zapatista rebellion 
in Chiapas, Mexico drew global attention 
not only to popular opposition to North 
American FreeTrade Agreement(NAFTA) 
but also to the staggering consequences of 
13 years of structural adjustment some 20 
per cent of the woikforce unemployed, 
another 40 per cent underemployed over 
half (he population below the poverty line, 
and massive discontent all around” [Bello 
and Cunningham 1994, p 66] The Mexican 
balloon of financial success burst on 
December 20 1994 tor any one to sec 
"The average adult in the U.S watch 21,000 
television commercials a year, about 75 per 
cent of which arc paid for by the 100 largest 
corporations” (Foster 1995, p 6] 

"One of the great achievements ol 
contemporary ideological warfare has been 
to debase the terms of political discourse As 
Orwell predicted, this achievement has 
undermined the possibility even of talking 
sensibly about wlut is happemng in the worlu” 
(Chomsky 1995, p 19] 

Liberman (1992) He describes how priva>e 
companies hire public relation (PR) firms 
to produce tapes that resemble independent 
newt reports These tapes, technically 
sophisticated, self-serving and highly 
biased, ate made available to television 
news shows that carry them and odd 
credibility, since the shows never jdentify 
the sources The result is that whatijwe see 
on the news media are not news but-subtle 


prapoghMltt; even so Subtle. 

Tluacarethe'‘Ad(«n^’ Ituis, the reporting 
of Iraqi atrocities agamst Kuwahi babies were 
fake news produced by the PR Itrin Hill and 
Knowlion. and so were (he testimony given 
before the UN and the US Congress 
Incidentally the president of the PR finii Hill 
and Knowlion is Craig Fuller, former Chiei 
of Staff to George Bush 

28 Chomsky! 1994, p.56) It is worth noting that 
Chomsky is one of the bnghtest minds in the 
US and has wntten extensively on issues of 
foreign and economic and domestic policy 
Yet he has never been asked to coiiiineni on 
domestic or foreign policy in the mainsircam 
media, both print and electronic it looks as 
if he has been blackliMcd 

29 Government policy has been known to 
cheapen labour wage rotes A proposition was 
offered at the All India People's Science 
Netwoik's Delhi meeting in mid-Augusi 1994 
Accoidiiig to It. displacement, (hereby 
increasing labour supply at the cheapest rate 
has been as much one oi ihe designed 
objectives of the dam as power or irrigation 
It created ihe pool of cheap labour needed 
hy other development activities such as 
industry ami .ignculture It has been estimated 
that m iht 40 years from 1951 lo 1990 185 
lakh people have been displaced an average 
ot 4 60 (HH) unfortunates every year Three 
out o( eveiy tour have been ousted by dams 
and 77 per cent have been iribals (inly 29 
percent tave been rehabilitated by government 
estimates leaving 132 lakh people uprooted 
from their homes and desperate tor whatever 
marginal woik that comes their way Thu 
earliest irend-setter of ihe multipurpose 
projects Bhakra displaced 36,000 hill people, 
and the latest in the senes Tchn will oust 
up to 85.000 Saidar Saiovar when complete, 
will dislodge over 1().(X),(XK)” [Roy Dunu, 
1994. p 31291 

30 It IS interesling to note that Manmohan Singh 
has been a bureaucrat lor most of his career 
IMF and World Bank are deeply enirenched 
bureaucracies their rheionc lo the contrary 
notwithstanding Even though they sing 
praises of entrepreneurs capitalists, and 
condemn hurcaucrucy at any opportuiiiiy they 
rarely like to deal with other than bureauci ats 
It IS not accidental that the people in the good 
books of World Bank and IMF throughout 
Ihe world are all faceless bureaucrats ready 
to change iheir tune at a moment's notice 

31 To an KNI (he very certincaiion by a western 
mstituiion IS a proof ol iis goodness this is 
unfnnunatcly the very basis of an RNI. of the 
assimilated kind [Diwan 1993a] 

32 I have developed the concept of RNI and 
explained ii m Diwan 1993a This generated 
a healthy debate with Rajmohon Gandhi m 
the diffcrcni volumes of Oaiidlu Maru 

3.3 EPW. October 22, 1994, p 2785 (emphasis 
added) It is interesting that the lament is 
agamst the white man. not a Japanese who 
IS also part of the success stoiy 

34 “Week alter week, many of America's best 
known economists ore being summoned bcl ore 
congressional committees for expert advice 
on whai lo do about the economy But while 
given respectful hearings, their counsel is 
almost certain lo be rejected, to the continued 
fruslralion of a profession that has long suffered 
such indignities'' The Experts Talk But Who 
Listens" KobertDHersheyJr. r/ieAfew York 
Timer, January 15, 1992. p D2 


m ontf They w«ii» | 

kittd to sdnd me a droll version; the atwve j 
quote IS ftoffl this dral t, p 27 (emphasis added},'') 

36 'Mexico Takes US Aid with Thanks and,; 
Suspicion' TiHie.r Umtm, Albany. New York,' ] 
February 5. 1995, p FI 

37 These numbers have been reported m the 
government friendly, virtually ilsinouihpieoe, 
India Abniad. January 13, 1995 p 22. as (■ 
being Irom a report of the Comptroller and /j 
Auditor General of India in its review of the '/I 
government debt at the end of March 1993, 

We have odded the percentages irt the brackets 

to make these numbers ineligible. 

38 The confidence was gamed at least to (he ■ 
extent of allowing the reserves to rise to a 
level of about $ 12 billion by the time the J 
budget for 1994-95 was presented The fac}/i] 
that after remaining siagnom foi year end r 

a half, exports rose by 20 per cent m I993* .jl 
94 helped marginally in the process; a ^ 
decline in international oil prices and the 
stagnation in import intensive mduitrtat> - 
production also helped in bnngmg down 
ihc balance of payments deficit But no 
significant additions to reserves took place '*J 
through export expansion and import j 
compression" [Bagchi 1994, p 1064] 

39 These calculations have been made on Ihe 
basis of purchasing power of the local 
currency ll is interesting to note that ThC 
World Bank is now esiimaimg purchasiiqt 
powerol Ihc cuirency and ranks the coumrieii J 
hy this measure Nol unexpectedly, (hi* 
mcasuic pushes ihe US Irom the 7ih to (be 
second rank Whui objectivity' 

40 "India's market for hard liquor is estimaleit 

at $ I 6 billion and is expected to grow by 1 
15 per cent a year' (Foreign - Made Llquot![‘J 
Is Pouring In, India Ahraad, January 20, "f 
1995 pi] Again, 'In 1993 close to 6(),(X)f^'| 
people, the highest toll for any country. toljl^;° 
their lives in road ucxidents in India, roiity,<' 
more than m the previous year Delhi aloQU/, 
accounted tor as many os 1.9(X) deaths" Itn^ld 
Ahmad. January 20, 1995, p 12] 

41 Instead they have devoted their cnergiea in,;, 

fighting Hindu nationalism, something iha] 
comes naturally to them ... 

42 A good deal of work on .Swadeshi has been 
done Sec Diwan (1991b). Diwan and Lutg 
(1985) and Gurumurthy (1994) lo name only 
a few 

43 We are really in for a period of 'de*-^! 
industnalisation' We are only beginning to) f 
feel (he type ol development awaiting us oS '{ 
a result of the IMF/World Bank imtpir«J I 
structural' readjustment programme'' fCho^ 

1991. p 2607] The situation has not improved 


44 “It was to be expected that the results of' 
these elections [four states m November 
1994] would be scrutinised for what they ] 
reveal about people's altitudes to the central 
government's economic liberalisation 
policies Most curious in this context is to 
find Ihe Congress now claiming that election 
verdict does nol amount lo a popular 
rc|cciion ot these policies when it was the 
Congress and the prime minister m person 
who chose to make liberalisaiion a major,, 
if nol Ihe mam issue in the election In,*, 
meeting after meeting Narusimha Rad j 
warned voters that it they failed lo return,' - 
the Congress lo power that would be la 
os a signal worldwide ot Ihe likelihood i 
reversal of Ihe policies that produced i 




' wORdrouR leiuiu.. How much out of touch 
:with poliiical reality even a political animal 
; ' ■ like NorasinihaRau. not to talk of the finance 
< minister and his like, can gel once the 
I essential tusk of policy niaking und 
j. government are entrusted to buieaucruis in 
j, the prime iiiini.sier’s office and ihe finance 
mtnisliy ’ How else ic the delusion that the 
I ordinary people i Andhra I'radesh und 
Karnataka would be iiiesmei iscd by the level 
of guverninenrs foreign exchange hoard 
f andihequaniuinof lorcignliindssuppo.sedly 

; flowing into the country when ilieii own 

lives are being blighted by the unrclenling 
ri.se in prices ol all csscniials ol lilc or by 
the cla'in that control and regulations had 
been relaxed tor tndusinalisls and 
businessmen when then own personal 
experience of coping with local power 
structures grow s ever more hrulal to be 
explainedATH' Editor lal December 10, 
1994 p till I 

43 Forexample. the inouihpiecc ot iniernaliunal 
capital and econoiiiic reform ideology, Indui 
Ahrtuul. of February 24. 199.3 has the major 
headline ' Econoinic Drive Pushes On" 
conceding at the .same lime. "The average 
Guiaralvoiei has not shown muchenihusiosm 
forlheeounirv scconomicrcforinsihaiforincd 
the theme ol Rao's campaign spccchc. The 
shorl-lerm elleci ol the rcfoiins has been 
inflation, which opposition parlies have tried 
to exploit by making populist economic 
pioinises ip h Note the ideological 
iiisinualion ihe opposition pjilies are 
inesponsible lor iiuking populist promises 
After all poor people Oo not buy .idvei Using 
space Anothei example ot similar propaganda 
technique is on page 24 where Ihc headline 
in large leilcrs reads. Exports eould hil S23 
inillion" while (he.small prim siory iinderneaih 
provides a dil'teieni pielurc. namely. ’lm|>oris 
during Ihe first three quarters ol I994-9S. 
however, have oulsirippeil exfioris w idenmg 
the trade deHeil The adverse trade gap for 
Ihe |)cnod stands at a litllc ovei 1.2 billion, 
as against $7 tl million in ibe .same ixiriod ' 

46 II IS be.si arliciilalcd by Huxley 944 

47 baswaian (1984 pp 10-12, vol t\ Ii is cleai 
lhai |X‘ople in the U.S are living in no Golden 
Age On the eonirary. Ihe civil society is 
under very sei lous siiess In fae: economy and 
civil soctelv seem to be negatively related 
To explain this ncgalive rclalionship. I have 
argued that thcie aie two lyixts ol allluences 
cine defined by malerial goods and other by 
the eare ol those whom wc c.iiv Che LfS has 
aflluence ol malerial kind and poveity of ihe 
earing lyjv .See Diwan (I99|b and '99S) 

48 Sadly, and unlorlun.iiely. ihc KN'I 
iiuelligenisiaignoied andcondemnedil.parllv 
because I' IS a Hindi word and has images 
of Ihe Hindu hcnl.igc. boih aiialheina U'- ihc 
'rullonalisl' colonial minds fhcrc is a need 
for all who arc about Ibis coiinliy and suciciy 
lo tethink ahotil iheirow n paiadieni .ind lev isii 

, Gandinanideas, ilnsnine wiih some humiliiy 
and obieclivily 
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This artide examines some Uipeits oJsune\itig and mapping in I9thientur\ colonial India It \hons that the emergence 
oj modern cartogtaphic representation in India is tniinwtel) linked to the i olonial profec t of conquest, > ideandadmini stratum 
After examining thi earls mapping effoits in the latii halfofthe ISthienturs the paper then focuses on the three major 
surveys- the topagiaphical the trignometrical and the revenue sursess that ssite tamed out andschuh were all ci uciat 
to mapping India 


THERE IS by now a general acknow 
Icdgcment that Bntish culomal rule in India 
produced a vast body ol knowledges about 
Indian society Critical historians and social 
scientists have often pointed to the bi ises 
omissions and inteiests and motivations 
behind such portrayals of the colonised 
society although they still do form an 
impoitant source matenal lor much ol the 
history writing of that pci lod The production 
ol I he lolonial archi ve i s the i mmense pi oject 
oUonquest rule indadminisiralionot ivast 
subcontinenicallcdihc IndnnEmpirc The 
informational rcquiiemcnts ol the i olonial 
slate in conjunction with the discouist ol 
scieniilic lationalit) as pan ol the 
enlightenment rationality gave rise to a 
mutual complicity of the power/knowicdge 
relation that has not so lar been explored 
The lorms ol knowledge produced by the 
colonial state has not received adequate 
attention though an inspirational pi'ificr by 
Bernard C ohn (I‘f88) promises to undernkc 
such a project Cohn outlines a set ol 
investigative modalities by which know 
ledges ol Indian societv were gcneiatcd 
Ihese modalities wete the historiographic 
iheobsei vational/travel the survey modality 
the enumcrative the museological the 
surveillance and the sanitary modalities In 
this article I will eonsidci cartographic 
knowledge and locus on the emergciice ol 
modem cartographic representations in India 
showing how it was intimately linked to the 
colonial protect oi lule Aftei examining the 
early mapping cflorts in the later halt ol the 
18th century, the paper then focuses on the 
three major surveys - the topographical the 
ingnometrical and the revenue surveys that 
wcie carried out in most parts of the country 
during the 19th century and which were all 
very crucial to mapping India from the field 
and village level to the country level 

I 

Surveying and Mapping av Politicai 
Technology 

Surveying and mapping were impoitant 
aspects of the technologies of state formation 
in the early modem period in Europe (Mukeiji 
1983], and it can be seen that in the heydays 
of empire-formation these practidet vvcrc 
earned out in other parts of the world as 


well The whole period of 19th century 
colonial rule in India involved a scries of 
surveying and mapping opeiations as newi i 
terri'ories une under British conliol 
Representing what came to be known is 

India pictonally in the term of maps 
involved very complex processes of 
retrieving knowledges reconstructing 
histones laborious measurements 
calculations ind enumerations in which the 
advances in the sciences of measurement 
ind c irtography rendered It possible to del me 
and 1 1 X bound iric s demarcate ten itoncs and 
locate persons and objecis in fixed spaces 
The need lor such fixity became more 
paramount is the revenue administration ol 
stales gained impoiinncc and moic so when 
such admmistiation had to be conducted 
Irom a distincc Even ipart Irom the 
exigencies of icvenue adininisiralion which 
are not an exc lusi vc feature ol modern stales 
such states even in the days ol the empire 
prepared the j i >und lor the emergence ol 
modern nation stales Whereas lot pre 
mcxlcrn states territory was important to 
delineate tin kingdoms tor military and 
taxation purposes new political 
rationalities c merged with the modern state 
As governincc ind the welfare ol people 
piogressivcly e inie under i new mitrix ol 
calculating lationality, it bee ime important 
todctineanddcmarcalethe site ofpolitical 
and administi itivc power In ordei to 
introduce and consolidate Ihese new political 
rationalities di marcation ol administrative 
spaces oil i wicntilic basis lormcd an 
important igenda of state making in the 
18th and l‘Hh centuries In the course ol 
time the sncntilic mapping ol space also 
acquiredancwcpistcmologicalsignilicance 
Maps (unction as a measure as a means ol 
inquiry and is a method ol examination All 
of these luiiciions did not quite arise t' the 
same time nor arc they non-overlapping 
functions 

II 

Early Mapping Efforts 

One ol the e.irly milestones were the Bengal 
Atlas and the Map of Hmdoustan by James 
Rennell (1788), the tanei which is here taken 
up for some detailed analysis, is an extremely 
inicresimg example of the natuie ol the 


geographic genre of that time accompanied 
as It was by a detailed Memoir D’AnviIIe, 
the brench geographer compiled the first 
modern map ol India which was published 
in I rcnch in 1751 52. and was based entirely . 
on knowledges derived irom the rout^ of : 
vaiious travellers all through recorded. 
history and from some rough charts of the 
coastslMarkhamud] Route maps or lUnerary 
maps tynically show the succession of points 
ilong one or more routes but not what he 
between routes or how to get liom one nnitt 
to another With the Battle of Plassey Hi 
1757 maiking the beginning ol British rule 
in India began the era ol surveying and 
mapping which was to continue fur well 
over a hundred years Rennell s survey oi ■- 
Bengal and Bihar laid the foundations for 
the lirst mapol India based on sui vcy methods 
lurihedistanccs tobe measured were actually 
chained and observations were taken fof 
latitude and longitude at ccilain stationit 
Reduc ing liom the original surveys he made 
the maps ol the rivers Ganges and^ 
Brahmapootra on a sc ile ol two inches to 
a mile and also compiled the maps of the 
districts ol Bengal and Bihar on a scale of 
live miles to an inch Irom 50<) ongiOdi 
surveys T hevc maps were published in 1781 
as ihc Bengal All is ind was dedicated to 
Robert riivc Warren Hastings Hector 
Munro Veiclst .ind Company IMarkhaiPr 
18711 Appealing at a time when modem 
historiography w.is at its formative stages 
in India the preliminary maps ind surveys; 
ol this atlas were used by historian Orme 
lor his (irst part ol A Histoi v of the Mihtart 
FranscH lions of the Bnti sh Nation in Indostan 
(1745 1760; which appealed in 1763, ill 
thicc volumes recounting the early military 
achievements of the English in India Not 
only did the cunstiiuiion of geographical 
knowledges ol India cm iil a retrieval of 
history il also sc rved to write new histones 
is well ' 

The Map ol llindomuiii wis compiled 
liom the evidence s ol various route surveys 
and was lirst published in 1782 It sub¬ 
sequently went through three editions with 
Its accompanying Memoii of a Map of j 
Hindooslim oi ilw Moghul I nipiii publvMl 
in 1788 dedicated to the piesidcnt ol niei i 
Royal ScKiely as an attempt to improve the* 
geography ol India ind the ncighlxiufUHj^ 
countries lor the 1788 cd non Rehnoil^ 
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diiit fte hud collected far more 
inrontiation from various sources which 
enabled him to produce a map which was 
more perfect ami therefore decided to draw 
It on a larger scale with the surface of the 
present one exceeding the fornici in the 
proportion of two and a qu.iriei lo one The 
quantity of land leprcseined in ii was i laimcd 
by Rcnnell as equal to one hall of hurope 
Acartogiaphic rcpicsentafton is not a mii ror 
image of leality Pioper scaling and 
establishing fimiis and boundaries enables 
the possibility of truth which is sought to 
be grasped thiough a piocess ol ap¬ 
proximation as more and tnoie tacts to till 
in the void innei space ol a map are 
ascertained Route surveys ot Huddart, 
Pearse, and I ullarton ctlectcd an outline ol 
the hitherto unknown shape ot the southern 
penninsular region which complemented 
what was then known of the shape and sue 
of the Moghul empire in the north Thus tor 
the first time India could be viewed as a 
whole from tour detached sheets that could 
be pul together 

The Memou also earned ‘sketches’ ol the 
history ol the 'Moghul empire and that ol 
the Maharattas, the narrative ot the former 
to indicate the possibility of a similat British 
empire, and the latter narrative was todesenbe 
the formidable toe who needed to be 
vanquished India was not to be envisioned 
as a fixed entity since the days ot Alexander, 
the turbulence ot history had made it into 
a malleable entity and the purpose ot 
selectively reconstructed narratives ot history 
was meant to impress the idea of the non- 
fixity of political spaces Renncll explicitly 
noted, 

i shall not attempt to trace the various flue 
tuatiuns of boundary that took place in this 
empire It is sufficient tor my purpose that 
I have already impressed on the mind of the 
reader, an idea that the provinces of 
Hindoostan proper have seldom continued 
under one head, during a period ut 20 suc¬ 
cessive years, from the earliest histor>. down 
to the reign of Akbar in the I6lh century , 
and that sometimes the empiic of Delhi was 
confined within the piopci limits of the 
province ot that name [Rcnnell 1788] 

Early British histunography, envisioning 
the possibility of an Indian empire, not only 
provided the chronology ot different rulers 
but also attempted to present the locale of 
those regimes The Memou also contained 
detailed notes on each ot the pnncipal states 
and they certainly surpassed what is normally 
defined as geographic detai Is, encompassing 
as they did intormation on the military 
capabilities as well as the revenue potential 
of these states That is. it served both as an 
instnimeni of inquiry and ot examination 
and evaluations ot the strength and 
weaknesses of the nval states. Compiling 
evidences trom the (hen recently translated 
Ami-Akban ut Abul Fa/il by Gladwin under 


th« Witk 

Frazer's Hinorv of Nadu Shah, Rennell 
sought to demaicate the 11 ‘Soubhas' ot 
^kbal, also relernng to ii as “the original 
division ol India’ which were further 
subdivided into ciicars and ’purgunnahs’ 
In so doing he m irked the boundanes ot the 
’soubhas’ noted the capitals, remarked on 
the Hindu practices ol naming places, citing 
the authority ot the On enlalist William Jones 
ti.iced the etymology ot place terms as the 
Decian’, and most importantly noted the 
revenues ol the piovmces ut the lime of 
Aurang/eb, carcfullv noting so as to enable 
the reader to make a just estimation ol its 
absolute value that the “products ot the 
Ciirth arc about lour times as cheap m 
Hindoostan, as in L ngiand’’ [Rennell 17881 
Thus, It needs to be noted that right trom 
the beginning colonised spaces were 
predominantly conceived as revenue 
generating ones In outlining the divisions 
ol ’Hindoostan’ that were then under the 
company possessions he even presented the 
company receipts and disburscmenls liom 
Bengal, Bombay and Madras indicating also 
the total net revenue in India Accustomed 
as we are icxiay to reading the political maps 
ol nations the details ot the revenue and 
disbursement statements though contained 
separately m a Memou is surprising Indeed 
It needs lo be read as a statement ot political 
intentions, and as yet unaccomplished task, 
the task ol conquest and the establishment 
ot a ‘revenue state', which like all other 
endeavours needed to be reckoned in terms 
ot the costs and benefits 
While the geographic description of Bengal 
was possible because ot the Bengal Atlas 
and the region was tn tact surveyed by 


are taken intb pay by ine (!%iefs Of upk 
Hindoostan. for the purpose of distressing 
the countries which are made the seat ot 
warfare [Rennell 1788] 

Even though tor the most part, Rennell's 
map was based on the route surveys, he 
encountered significant problems ot 
measurement Spqgi tying the dimensions and 
distances of regions was quite complex An 
Itinerary measuie was adopted, which in 
most parts ot Hindoostan Rennet found was 
called coss or crorcs which was then 
commonly estimated as two British statute 
ini les This measure ot coss vanes depending 
on what was fixed as the length of Coss by 
the diltercni emperors, and Renncll 
prcKlaimed his inability to find what was 
lived by Akbar to be used as a standard by 
him nor would that have enabled him lo 
reduce all lo a standard one, tor the measures 
he had were in computed cosses and there 
were regional ilitfcrenccs in the measure ot 
coss as well ^ Unless all the measures of the 
diflerent regions were reduced to a uniform 
standard it was not possible lo figure out the 
relative size ut eachofthe legions As Rennell 
noted, this was not something unique to 
India 

ll IS no more than wharhappens m ditlereni 
provinces ot the same kingdom in Euiope 
But as tar as we nave any data for making 
a just comparison, the coss does not vary so 
much as one-sixth part over the whole coun¬ 
try, and between the noithern and southern 
extreme ot India, (that is, in an extent of 
about 1700 miles) the difference is not more 
than one-sixteen part The miles vary much 
more in their proportions, in the different 
ports of Europe [Rennell 1788] 


Rennell himselt, for most parts of the other Further the problem of specifying the 
regions no such topographical survey had dimensions ot a region is to convert 
been conducted then, and the geographic measured distances to horizontal distances 
knowledges were pnmanly denved trom Here too no standard conversions can be 


information provided by various route 
surveys ot the troops Other information 
such as the dimensions, the geographic 
features, the places with their positions 
sometimes drawing evidence trom as far as 
Ptolemy, the history ot the possessions and 
the genealogy ot the ruling lamilies, the 
relationship ot the present rulers with their 
neighbours, the size ot revenue collections 
and their military strengths were all sought 
to be presented for each of the states in the 
Memoir There were indeed rather scanty 
references to the inhabitants in each ot the 
regions, and these were mainly in terms ol 
third person accounts ot how amenable they 
were to conquest or resistance, such as tor 
instance while wnting about Mewat (what 
IS probably known as Meerut today) Rennell 
rcmaiks. 

Its inhabitants have ever been characterised 
as ihc most savage and brutal, and their chief 
employment, roberry and plundering At 
the present ume, Mewat is so famous anursery 


done as it depends on the terrain of the land 
and the winding ot the roads While noting 
that the roads in India have “a degree of 
crookedness, much beyond what we meet 
with in European ebuntnes” (Rennell 1788], 
the degree ot winding Rennell noted must 
be estimated taking account of the 
‘evenness, dryness, and openness" [Rennell 
1788] ot the country, tor which some local 
knowledge was necessary For each region 
the evidence on dimensions from difterent 
sources, measured in different cosses that 
dittered both spatially and over time, had 
to be assessed and a judgment made of the 
most plausible one. 

The era of scientitic surveying and 
mapping that began trom early 19th century 
had lo grapple with yet npre numerous 
problems of measurements Whereas in some 
surveys the technical problems in the 
introduction of European methods ol 
measurement had to be surmounted, in yet 
others the conflicts between the European 
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issues are higtiNght'ed. 


Era of Scientific Mapping 

While Rcnnell’s Maf> of Hindoostan was 
for the large part based on ntule surveys, 
his survey of the Ganges river in 1764, and 
then the survey of Bengal and Bihar in 1765 
following closely Plaisled’s survey of the 
coastsofChiltagongin 1761, andCameron’s 
survey of the 24 Parganas may be seen as 
having inaugurated the era ol scientific 
surveying in India. Even though Rennell 
wa.s appointed surveyor-general of Bengal 
in 1767, It was only in the early decades of 
the 19th century, and more .so in southern 
India that scientific surveying made rapid 
progress. As more and more areas came 
under company rule particularly after the 
defeat of Tippu Sultan, there were 
considerable newly acquired territories to be 
surveyed and settled. As the company troops 
advanced towards central and north-west 
India, the need to know the geography of 
the land became more apparent as the 
commanders of troops had little knowledge 
of the country and its topography beyond 
the main roads. A great deal ot geography 
was yet to be made known. Individual 
surveyors working on particular roads or 
areas found it impossible to envision'iiow 
their new knowledge of the area would Ht 
into the surveyor-general ’ s latest jigsaw map, 
for the country was not yet known in its 
totality. The idea of different kinds of surveys 
such as the military, the topographical, the 
Irignomctrical and the revenue surveys under 
different administrative controls evolved in 
this context. 

The military surveys as the name suggests 
were lor military purposes, and the 
quartermaster-general was in charge of the 
various military surveys. Wherever prior 
route surveys existed, these were generally 
used for the advancement of troops in new 
territories, but for the most part surveys had 
to be done so as to chalk out supply routes 
and encampments, as well as the existence 
of forts, etc. Some of the route surveys were 
carried out by the Corps of Guides, and this 
Corps was merged with the quartermaster- 
general’s office in 1806, In 1804 the Madras 
Military Institution was started by William 
Bentick, then governor of Madras for the 
purpose of training military*^cadets in 
mathematics, drawing, surveying and. 
military lortifications. Under the leadership 
of Anthony Troyer, who wasearlieranofTioer 
in the Austrian army, the plane-trdrle was 
introduced for the first time to the'Madias 
army. The students of the institution spent 
several months a year on field survey, 
triangulating and planetabling a fresl^rea 
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covering the greiatef parts of north and south 
Arcot, and Chittoor. The important military 
surveys done by the quartermaster-general’.s 
office were the surveys of Travancorc and 
the Nizam’s Dominions. 

Apart from the military .surveys, there 
were three other surveys going on 
simultaneously - the topographical survey, 
the trignomelrical survey and the revenue 
survey The topographical surveys were 
meant to survey and map the topography of 
the country, in particular to mark the 
administrative boundaries and the villages. 
The first imponaiu topographical survey in 
the south was commenced by Colin 
Mackenzie in 1800 in Mysore and Kanaru, 
after the defeat of Tippu in 1799. The.se 
surveys, as will be shown later, were earned 
out in a systematic manner involving 
measurement ot base lines al .suitable inter¬ 
vals and .triangulaiion. Measurement by 
triangulation was then being made popular 
fur the first time as it was “founded upon 
Geometrical certainty and truth”. 

Both in the Mysore survey and in the 
survey of the ceded districts in 1809 that 
Mackenzie was in charge, particular attention 
was paid to administrative boundanes and 
villages, and comprehensive statistical 
memoirs on the re.sources of the country 
were compiled lor each district. In the survey 
of the ceded districts, Mackenzie with the 
help of Indian interpreters also made a 
collection of historical and archeological 
records which he afterwards extended to 
other parts of India and Java, and which have 
come to be better known than his surveys 
(Dirks 1993]. There were other district 
surveys as well carried out by Indian assistant 
revenue surveyors and under the charge of 
the revenue board. These surveys included 
a general topographical survey, and then a 
survey of tanks, watercourses and cultivated 
areas. The revenue surveys were to survey 
the plots of fields in the villages, determine 
the nature of land rights, and the revenue 
potential based on past assessments. 

The trignomelrical survey initiated by 
William Lambton was to lay down a 
continuous series of triangles such that the 
positions of the places could be 
unambiguously fixed by determining the 
latitudes and longitudes. In the early years 
no presidency was interested in m^ing a 
single plan for co-ordinating the scattered 
surveys, nor was any scheme put into action 
for a continuous progressive survey of the 
whole country until Lambton’s trigno- 
metrlcal survey. Later on a decision was 
made by the director! that it was wasteful 
to maintain three separate and independent 
surveyor-generals for each of the 
presidencies, each with his own department 
and Colin Mackenzie was appointed 
surveyor-general In 1815 with the task of 


maps that ndght be required tmt without the 
general authority over Lambton’s survey. 


Topographical Surveys: Science, 
Statistics and Surveillance 

The British projector governance entailed 
first defining the territory and fixing the 
boundary, and an understanding of the realm 
contained therein in terms of people and 
thing.s. The topographical surveys of Colin 
Mackenzie are considered to be a major 
marker in the history of surveying in India. 
The Mackenzie endeavours clearly indicate 
that the objectives of science, in particular 
the collection of tropical specimens for the 
newly emerging natural science.s, the 
collections of statistics of people and 
resources to udminster and exploit, and the 
objective of surveillance were ail conjoined 
in the topographical surveys. When 
Mackenzie was appointed in 1799 to survey 
My.sore, the governor-general proposed that 
the attention of the surveyor should not be 
contlned to mere military or geographic 
information, but that his enquiries .should be 
extended to a “statistical account of the 
whole country..." (Phillimorc 1950:91], 
Mackenzie submitted in 1800 an eiaboratU 
Plan of the Mysore Survey’, wherein he 
noted: 

The Survey of Mysore should embrace two 
great leading objects. Mathematical and 
Physical.. The Mathematical part including 
a Geographical and Geometrical survey will 
comprehend; (I) A survey of the Frontier and 
Exterior Boundaries of Mysore... The ascer¬ 
taining with some precision the boundry and 
line of demarkation between the Rajah of 
Mysore, the Nizam, and the Mahraitahs, i» 
necessary to be attended to early, in order 
to avert, or clear up. any difficulties... from 
the intermixture of inferior Divisions, from 
parts of Talooks or Purgunnahs being some¬ 
times insulated. ..from their ancient Cusbas-. 

(2) A series of Primary Stations to be'ob¬ 
tained throughout Mysore in all its extent, 
for which the country, from its numerous 
Peaks and Hills, many of them remarkable 
for the building upon them, is peculiarly 
favourable, forming a series of triangles 
connected by Bases to be carefully mea¬ 
sured,... and joining the Surveys already 
executed in the Malabar Ih-ovince on the 
west, with that of Baramahal on the east, will 
form the ground of a work mutually illus¬ 
trating. and correcting, the labours of the 
seva-al surveyors employed afterwards on 
the several portions of the counuy in detail... 

(3) On this... foundation theCountryindetail 
is to be laid down. The position of every 
town, fort, village ascertained by correct 
bearings of the primary or secondary sta¬ 
tions, a register of which should be preserved 
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^ i^df^het tnd Vicdficatiion aftefwardt> 
be^nmng with the parts next to our rroniier 
and proceeding in succession lo embrace 
every individual plan carefully ici larking 
alt the rivers and then couiscs ilic toads the 


or 

necessary produce and to coMeef with par¬ 
ticular diligence the valuable plantsconitect 
ed with his own piotcssion (Phillimoie 
1950 ll'i) 


dimensions of Ihc head springs, breadth 
deprti enquire ol ilic most intelligent Natives 
ot ihc cominoiiccmciu and duiaiion ol ihi 


lakes tanks dtliles mouniims aiidcvcis 
remarkable oh)cM tcaiuic ind pioperiy ol 
the couniiy 

In this manner by I ly in> dow n the sin illci 
distiicis Ol Piirgiinnahs and Ihcir icspci.U\i 
houndaiICS in detail Ihc Imiiis >1 ihcgicalcr 
divisions will niliiialls lolKws (4) The 
silualton ixtcnl liguit ind contents of ihe 
Louniiy III all ils di\ sions being thus oh 
tamed the pi Mlion ol the piincipal points 
ought ai Ihs siiiic iiiiiL lo be iDirected bv 
astionoinic il obsLivaluiis coiuiccUd by i 
sciiis of (lunglcs fins biaiich migln be 
executed bv pci sons c xjn tsslv employed loi 
this purpose acliiig m connei non with the 
general suivey and duly cominunicattng its 
progicss the c )rics|)onding obseivalions 
being also rcgulailcy tiansiiiitted to the 
obscrvttoiy al Madias (5) Bill anothci 
impiiriaiilhi inch alandoi agiicultuialsunev 
would he equally dcsiiablc II would in 
elude Ihe Di\ isions ol the I incls inio hills and 
mountains phinsands illcys cuinvatedand 
waste the species and qu iniity of each kind 
ot culiivaiion the levcnues allotnunls ol 
land also the walciwoiks ,analsicsci\oiis 
and a iiuinbc'i ol obfctls wonnccicd with 
these I Phillimoie 1950 91 92| 

The physical br inch ol the suisey was lo 
includcall icniarks l.ietsandobservalions 
[Phillimorc 1950 921 that can be conducive 
to the iniprovcmciu ol natur il history The 
pailKular bianchcs that wore to be coveted 
by the suivey were the lollowing (I) botany 
mineralogy medicine (2) the diseases 
mtxiiLines remedies etc f5)tlieaii eliniate 
seasons periodical rams (4) soil its produce 
modes ol cultisation water woiks icnuies 
ot land (5) the sanous descriptions ind 
classes ol natives then customs languages 
manners etc (6) animals wild and tame and 
(7) levenncs tnd popiilalion (Pbillimorc 
1950 921 

On Mackcii/ie s simutsiion Hvnc (he 
company s bolanisi on the Madi is 
establishmcnl was gisen chugs v)l inc 
Sultan sgtrtlen at Hangalotein 1800 which 
wasthcnappropii lied is ihoianicalgardcn 
as Ihc deposiiorv loi use tul plants sc nl from 
d.llcrnl paits ol the coiiiiiiy Ilync was 
instructed is lollows 

A dec ided siipci nil ilv must he given to usclul 
plants over (hose which iic niciclv iccoin 
mended by ihcir i irily or he uily ind it will 
be Doctor Hyne s piimaiy v iic to iiiciid ti 
sueh as mav tillntsh mv lac ility in the supply 
ol loud or toiagc lo colic i with c iic til 
that IS connected with the ails and m mutac 
turcs ot this cuuntiy oi that promises to he 
useful m our own lo give due aireniioii to 
theliinhci employed in ihc v uiouspiov inecs 
ol Ins loule and to the possibility ol iniro 
diicine Ihc growth of usclul tices into such 


Among the n ports submiiicd by llyne 
while attached to the Mysore survey wi'ie 
Metc'orolocieal lournals from March I8(X) 
to M ireh 1802 md a Memoir on Copper 
Mines near the Oneole district in the Lower 
Carnalu Hi pub ished an account ot his 
work III Mysore in his Trad II Staltslual 
Tnigmenn on Mworr In 1800 Fiaiicis 
Buchanan was ap|soiiited ‘to investigate the 
sl.ite ol agriculture arts and commerce in 
the dominions lately acejutred trom I ippoo 
Sultan (Phillimorc 1950 1151 He imiied 
.hrough Mysou ind Malabar m 1800 and 
published his well known a>.couni ol 4 
ioiinn V from Madras th/oufih tin coiiiiliu c 
of Shsoti Canuia and MaUibai in 1807 

It was tiso proposed that the superintendent 
ol the Mysore survey dedicate as much ot 
his tune as jiossiblc lo mstiluu* i sciics ol 
enquiries into the statistical histoiy ol the 
coiintiy Mackcn/ie also recummcncicd th ii 
the agiiculluril survey should be cxccuicd 
separately alter the tirst part lo avoid the 
ha/aid ol undertaking loo much at once 
ot leiiiding ind conliising the whole 
IPhilliniOie 1950 95) and indeed dial put 
w is never earned c>ui 

The plan ol ihe Mysore survey was in 
imporiani markei in (he era ot surveying loi 
11 laid the groundwork ot all the later survey s 
Mackcii/ie above all was most obsessed 
with the idea ol ensuring a unilorm plan 
Ihe memoirs leeompanying the mips 
submiUed by Mac kcn/ic to the governoi in 
1805 included information about Ihc 
situation extent boundaries and coniciils in 
'.quaic miles ot (he several puigunnalis the 
popul It ion by c isles and houses as no 
enumci ilion bv iciisiis was then possible 
delai's about woods jungles and torc'sis ind 
(he nature ol the sod and m some iiisKuices 
estimates ot the gioss quantity ot t uliivaied 
or waste in pijinc met moimt.iinous I inds 
M.icken/ic ilso indic ited then that (his 
pallcrn would be lollowed more ihoiouglily 
in the suivcys ol the othei ilisirii ts as well 
andmadeevery aiicmpttoduso 1 orinsiaiice 
he wiolc as lollows to one ol llic suivcyors 
under him in 1804 

The Te ik and Sandal Woods in that quartet 
will also he a piiticular object ot your at 
tendon md to estimate their extent quality 
and etc as tai as may be consistent with the 
he ilth ot youi pirty your observations on 
Ihcse Woods wdl be conducted with your 
usual disertiion (Phillimorc 1950 105) 

Similarly he wrote to another svrvcvoron 
the Kanara survey m 1807, 

if you would contrive to visit the Heads of 
the Goom and Rudia il would he very 
satislaetoiv to me to have a minute and 


ditterent sc isons Rainy oi Dry and by whai 

ciieumsian cs attended [Phillimorc 

1950 111] 

The existing recoid* of each district were 
I ound to be uset dl tor it enabled the surveyors 
to venty nearly every individual place the 
actual positions ol which were in the course 
ot the survey inserted by their bearings Irom 
each other or trom some fixed stations 
Topographical knowledge was not limited 
to the physical nature ot Ihe terrain alone 
It included mlormalion provide^) liom the 
cusbds on houses, tamilies, castes, tanks 
and nullahs these were included m the 
memoiroteachdistrict As part ol the survey 
ot the ceded districts and late on elsewhere 
as well Maekem/e collected a number ot 
inscriptions grants and other documents 
whiel wcie lo serve as evidences in 
constructing hisiories (Dirks 19951 

In siihmitiiiig his Imal maps in 1808 he 
pul them loiwaid as the start ol an atlas ol 
Ihc sciuihein pcnins'ila noting th it no errois 
tiom any prev ous work eoiilcl c omc into bis 
suivevs IS no part* ol it cilici in its 
gi ouiulwoi k or maiei laK w is borrowed liom 
any other It may be recalled ihai 'ii the cia 
ol 111 ips b iseci on rouie surveys inlormation 
and evidences were culled liom diverse 
sources The Mysore survey served as a 
model tor a series ot methodical surveys 
whie h were spicad over Ihe Madras provinces 
during the lollowing 25 years and many ot 
them had the lurther advantage ol being 
directly based on Lambion s tiignomctncal 
survey 

Simultaneously with Mackenzie's 
topographical survey in Mysore, there were 
other surveys m the Madras provinces by 
themilitaiy Tor instance m 1801 when the 
Msidras army was fighting with the Poligars 
ol Shivaganga, vanous routes m Tanjorc 
Irichmopoly Tinnevclly andRainnadwere 
surveyed II is interesting us note that the 
records olicn mention that the naliv e guides 
were considered very use! ul m exploring the 
V ariou s i oads tor I he mi I ttary troops, (whether 
out ot tear, ignorance, bribery oi the marvel 
that something new was happening is chlTtculi 
to decipher trom these records') and (hey 
weic soon instructed in the principles ot 
geometry md surveying 

In January 1804, at the suggestion of the 
suivcyor-general, the governor genet al 
reissued (he order of 1788 ordering the 
regular survey of cvei y military route In the 
republished order the surveyor-general 
included many pruvision^n the conduct ol 
prolcssional surveys For instance he noted 
A coirect military, as well as Geographical 
survey should be made oi the Route For 
this observeeverythingon the Road,orihat 
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Hiil PMs, remarkable peaks, mountains ot 
Htlls, Ghats or Passes, Towns, villages 
etc. Rivers or Nullahs, with their names and 
notiang the way the stream runs, whether 
right or left, at the crossing place their 
breadths and directions as far as visible up 
and down the stream All Jecls, Tanks and 
Wells, should be laid down, and the quality 
of water should be mentioned 
You should be particularly attentive to 
mark the boundaries of districts as oltcn as 
you cross them, but the information ol ihe 
Rayuts or villageis is best, as well as lor 
giving the true names ol the towns and 
villages IPhilimore 1950 198) 

The military surveys were carried out by 
the cadets ol the Madras Military Institution 
This militarisation ot geographic knowledge 
was sought to he finnly based on scieniilic 
methods The survey by planetable 
superseded or supplemented Mackenzie’s 
system ol theodolite traverse according to 
the nature ol the ground The surveys were 
on a large scale ot tour miles to an inch and 
each pupil reduced his own work to the two 
inch scale al ihe end ol Ihe season but no 
immediate .iiiempi was matle to compile a 
map Reviewing the suiveys done by the 
insliluiion several ye ns Uicr Monigomciic 
wiotc 

It IS in Ibis l,iiihtul delineation ol iK Icatures 




wim engraved in 

available and forihed the standard map ol 
India tor the next 80 years It was decided 
that only those of the surveys that were 
linked to the ingonometncul survey were 
considered lo he tinal Though Colin 
Mackenzie s suivey ol Mysore was nol 
grounded on the great ingonomctnc al survey 
It was also considered linal Much ol the 
early icvenue survevs wcie thusdisqualilicd 
Everest very much douNcd Ihe mapping 
vaiucol the old sui veys even when c onnecicd 
up by the new iriangulalion And in some 
regions even though topographical suiveys 
wcie based on in ingulaiion these were noi 
linked to the irigonomeintal survey and iik 
quality ol such woik was oltcn poor For 
instance Jervis s survey ol south Konkan 
was considered ol poor quality though his 
statistics and reports wcic usclul Even 
though he had attended a course with the 
Ordnance Suivcy in England and oltcn 
referred lo the works of Laplace Roy and 
Lainhton the maps he compiled did not 
quality to he included in (he Great Map ol 
India that is the uuarter-inch alias There 
were also a number ol suiscys going cm that 
were nol linked lo ihc great Ingonomctnc al 
survey in the late 20s bul nevertheless yielded 
usclul intonniiion on unknown (I'mioMes 
Olten in those uses sketches were 
iccompanicd hy deluded held books’ 


up4(h>diilN> H AppoJntbd a neii)> 
professional ccMnmitiee to conduct map- 
making policy at Calcutta This committee 
proposed the compilation ol map» from old 
surveys without any regard to the regulations 
lor the quarter-inch atlas of India Everest 
launched a pioiost and it wa.s then resolved 
that Ihe rcsponsibi liiy tor map making would 
he only with the suiveyor-general 


Trignometricai Survey: Grid ol 
Precision and Rhetoric of Accuntc v 

The purpose ol a ingnomctiical survey n 
ui pi ov ide Ihc lines ol latitudes and longitude' 
using (ngmmii'trical calculations irom the 
Greenwich base meridian raihci than the 
earlier determination ot l<uiludcs through 
astronomic<il observations Even belore the 
(ireenwicli base line ushered ihc great 
irignomeintal suivey surveying by the 
method ol inangulation w,is considered 
suiienor and Michael foppiiig wis one ol 
Ihe early advocates ol Inangulation m the 
early years ol the I9tluenluiy The method 
entailed tixing a base|xiini .md ihcncairving 
torw.ird a senes ot tnangles m dillercni 
diiections (he base lines were i<i be done 
by actual measurement fhis was considered 
<1 supenor way ot unambiguously lixing the 


otthccouniiv that then chief merit consuls 
foi in many olhci icspects these sen vevs aic 
vciy defective ihc ibscncc < I all Revenue 
or Political houndaiics and (he uiiccoi icy 
of the names icndcis these suivcys ol tai 
less value than they would oiheiwisc have 
been, and from the caiclessness ol some ol 
the otticers employed the detail in some 
sections is inaccurately laid down These 
delects however admit of luluie correcUon 
md It must at the same time be admitted that 
by lai the greater part ot these Surveys are 
with iht exception ot the Goa and Soonda 
Surveys the best ol Indian topography and 
Gcogiaphy (Phillimorc 1950 129] 

The Madras Military Institution closed 
down in 1816 The surveys ol ihe institution 
formed a valuable contribution lo the 
geography ol South India, especially since 
they are connected to Lamhton s 
inangulation Their chiel delects as noted 
above were the spelling ol names and the 
omission ot .idminisir.iiive boundaries The 
boundancs ol Ihe surveys were disregarded 
as the objects of the surveys» sti as to 
accustom the students to a leadmess and 
facility in expressing the sanous It'aturesol 
the country at sight, in reference to military 
rather than revenue purposes’ jPhilimorc 
I9,50'96) The suindarcK ol .ttcuiacy also 
vaitcd considerably 

In 1822 the directors decided lo start an 
atlas ol India to cover the whole«ounti;y on 
Ihe quarter-inc'h scale, and called om the 
surveyor-general to send reductions Iront all 


Burnes survey ol southern Rajputana is 
picsentcdasa sketch entitled Geographical 
Index to the Vf ip ot Southern Rajputana 
.onsiiuctcd in 1829-I8t(» and is 
accompanied by i tield-bouk which is 
mdicalive ot the style in which he worked 
for instance he noted 
By 2 pm the survey of the moining liguics 
on the map md the latiiudc is deteimincd 
to correct it when a patty ol (wo three oi 
four, villagers jic mvivted into my tcni lo 
talk till within halt-an hour ol sunset l.isk 
the distances ol i Ithevillagesaround within 
ten miles the >oad lu each and Ihc cioss 
dislanccs ol one lo anolhci which I sketch 
I oughly on papci without any icgai d to sc alt 
bul which guJtlv I icililatcs (he suiviv In 
Ihc evening 11 ike ilic angles to ill hills and 
towns in sight ol my encampmeni and also 
a senes ot bcanngs lo such as .iie beyond 
view hy guess on the diicc lion being point 
edoulbyavill,igci |Phillimorc 1950 1521 
DuringEvwicsi s visit to England bctwcco 
1825 and 1850 he pcn>u.KJcd the .lulhorttics 
that Ihe trigono-neincal suivey should lake 
prionty over all other surveys in India On 
his return he decided to devote all his 
atlcitticn iiistiothccomplcnionolLamhton s 
Great Arc and then to subsidiary 
inangulation on whic h ftituic surveys should 
be based and which would also lie up such 
old surveys as wcie lit lor the quarter-inch 
atlas The making ol new suivcys without 
Ihaconlrol ol thegi eattngonumetneal survey 
was nol considered lavourably by Everest 


places 

lainhton submitted in 1799, altei 
Mackenzie rccc 'vcdhisordersloi theMysore 
survey his Plan ol a Mathematical and 
Gcogiaphical Survey which was approved 
in I8(X) In ii Lamhton nolcd 

In I fotmcrcommunic.ilion I look Ihe liberty 
ol si.iimg my idea ot a suivey lo be ex- 
(ended tiom (he Cuiomandcl lo ihc nuitabar 
Coisi with a view to dcicimme the exact 
position ol all Ihc gieai ub|cc(s ihal appeared 
best c ilculaled to become permanent geo 
giaphicalm.irks lactlilatmg a general survey 
oi the Peninsula and particulaily the tcrri- 
loiics conqiicicd dining Ihc late glorious 
campaign The Suiveyors ol particular 
districts will be spared much laboui when 
they knovv the position ol some loading points 
to which they i in icici because when these 
,Hunts arc laid down in the exact siiu.itions 
■n which they aic upon the globe all other 
ohiects will also h ive Ihcir situations tiue 
in latiuide and longiuidc I I avc now ad 
JticiJ Ihc piimiplos ol niY inicmled sur 
vcy which involve inanv moie ohiects 
than what immediately appcitiin to Govig 
raphy Whencveia cixipcrmon with Cap¬ 
tain Mackenztccan hedispcnscd wnh I shall 
then dirci I my views lo the Gcncial objcci 
ol dclerimning the Geographical Icatiiics ul 
Ihc Peninsula IPhillimore I9s() 254) 

The essential Ic iiures ol I ambton’s 
proposals were ’hai hi survey should be 
based upon ‘corrcci malhemalical 
principles ’ that it should extend right across 
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th« (leninsufa and b« capable of exienston 
m every direction, and that it should torm 
a rdiahlc basis tor all other surveys At the 
same time il sought to ac complish sonicihing 
more sublime vt/, lo dcieiminc by aeiual 
mcasurcmcni the magnitude and ligure of 
thccarth whichwasihenLonsidcredolgreat 
importance loi physics and asiionomy 
Lambion noted 

Should the carih prove lo he ncilhei an 
ellipsoid not 1 liguic generated by any 
pariiculai iiiivc ot known pioperiies but a 
figure whose meridional sci lion is bciundcd 
by no law ol cuivaluie Ihen wt can obtain 
nothing until we have an ac lual incasuic inciil 
IPhilliinoic l‘>S()2SI| 

Between 1802 ISIS Lambion cocered the 
whole peninsula south ol the Krishna nvei 
with theexccplioii ol a lew small areas along 
the western ghats with a network ol irian 
gles He lixcd the geographical position ol 
seveial thousand prominent points and 
compiled a general map ol the soulhein 
peninsula south ot Mysore He observed in 
arc ot the mendi.iii stretching from C ape 
Comorin to p.irallel 18 degrees the lonuesi 
geodetic aic ever measured so close tc' the 
equator and he i ompiiicd Ins lesulls .ind 
published them 

in 18121 amblon received new v dues ot 
the eailh s ligure iioin Europe giving 
eihplicitvas nearly is l/VW 'Theseinduced 
him lo lecompule the whidc ol Ins gieai 
central arc up to Gooly 1 hen atiei he had 
extended it lurther to Hidar lo an .impliliide 
ot nearly It)degrees hewoikedouihisown 
constants and in 1818 recomputed the w hole 
aicagain Inl82l onreceivinetioml ni’land 
the icp<ni ol ihc pailiamentaiy committee 
on the standard ol length and Kater s 
reduction ol C.iiys hi.iss scale lo that 
slandaid he set lo work to leadiusi all his 
compiil ilioiis and derived linal sallies 
Owing to iis cieat length and proximits lo 
ihceciuaioi lambion smeasuiedarcIxicamc 
an iminniani coninhuiion lor all latci 
investigations ol the liguieol Ihec.iiih mote 
especi illy in those deduced by I veresi and 
Bessel 

the piihln alions ol the Asiatic Society 
gencially known lorpromoiine scholaiship 
iindei the riibiii. ol Oriental Studies ilso 
served .is an important .ivenue lo piopog,itc 
Ihciesullsol Ihc scieniilic icseaichesgoing 
on then riic report oil amblon smericlional 
.lu miheraiiialic wassuhmtiledinOelohei 
I80T one copy being p.issed to the Asiatic 
ScKieiv .11 Calcutta .ind published in the 
Asiatic Researches The second report 
1807 1811 w IS submitted in Febiu.irv Ihc 
(»<«< ml Map <>1 lilt SiHiili Pt'immla having 
been submitted with a memoir m December 
1810 Accounts ol the geodetic work were 
(tublished in Asiatic Kescaichcs and an 
.ibslr.ici ol the me.isuremeni ol the great 
mei idional .tic appealed in the Phihnoplm a! 
Tianuii itoin al tin Rimil Stuitn 



in 1822, dnd run a chain of triangles 
westwards towards Poona and Bombay In 
1828. a more extensive survey was started 
by Boileau from Allahabad, he ran a traverse 
through Kanpui to Delhi and Agia, 
incidentally coireeting an ciror in Ihc 
longitude ot Kinpur which had persisted 
since that lixcd by Reuben Burrow in the 
mid-18th century In planning these surveys 
HtxJgson aimed at a system ot co-ordinated 
<md inicrseeiing traverse lines, eontiollcd by 
tegular astronomical observations <is 
continuous iriangulation wasoutol question 
Neither the Deccan nor the Konkan survey 
was ol verv high standard, and both lacked 
the accurate contiol that would have been 
given had E veicsi s longitudinal hr .inch ol 
triangles been continued loHombiiy In 1827 
Joppobiaiiiedihcsurveyor-gener ' ssuppori 
lor a tiigonomeirical survey on scicntilic 
lines and Robeil Shorticdc lamouslaicrior 
Ins logiiithm i.ibles started lii.tngul.iiion 
horn a base measured gist above Khandda 
ghat on the Bombay Poona uucl His woik 
was not howcvi 1 in any way compai iblc 
wit h t h.it ol I he gi e.ii 1 1 igonomel ric .i I sui v ey 
ind wasslopiiedby Eveiest soideism 1814 

I he woi k whic h w.is executed belore 181() 
though ol value lot geographical and 
to|H)graphical put poses ceased lo be ol value 
loi ge'iHlelic leqiiircments and shaicd toe 
laic ol all similai opeialions which were 
executed contem|)oianeously in other paits 
ol the world The o[)eraiions prior to 1810 
may be biielly tiescribed as the consiruciion 
ol 1 net WOI k ol iriangulation ovei southern 
hull I giounded on and verilied by chain 
measured base lines Through the middle ol 
Ihc nctwoik a chain ol principle irianeles 
was cairied m a meridional diieelion ihe 
.ingles.md base linesot which wereme.isured 
with gre.iiei caie than was done on ihe 
SUI rounding network to obtain a 
deicrminalion ol the liguie ol Ihe eirih lor 
the calculations ol the latitudes and 
longitudes 

1810 IS considciid an tmfuiit.ini d.tle lor 
the Indian sinvevs loi it marks the liiumph 
ol I imhion s gieat conception the 
suboidmalionol .ill surveys work lo the one 
master survey thegieaiingnomeirical survey 
which was to l.icilil.iic ascertaining Ihe 
geographical le.iluies ol a country upon 
cot red m.iihcmalic.il principles IPhilhmore 
mS0| Several new msliuments such .is 
iheodolities .isironomical dales and Ihe 
Colby base line apparatus began to be 
leceived I root England, where they had been 
constiiieled under the supennlcndeitee ol 
Everest With Ihe new equipment new 
sy stems ot obscivation and new methods ol 
reduction weic introduced Though making 
no ma|or contribution lo the theories ol 
geodesy as a science Everest introduced 
import.int innov.iiioiisin pr.ieTtcal preuedures 
m the held 


tngunnlnetiictil survey was theprovisiMof 
points over the whole eountry to form a 
reliable basis lor topographical and other 
surveys and maps Measurements and 
observations had to be taken, and results 
worked out with all the rcimements ol 
geodesy and niceties of mathematics The 
completion of Lambton’s great mendional 
.irc us the batkbofie ot Ihc whole system was 
hveiest slirsttask The measurements ot the 
base lines and the observation ot the principal 
triangles were to he completed The 
determination ot meridian by astronomical 
a/imuths .tnd the observation ol /eiitth 
distances whereby a delinitc amplitude ot 
arc could be expressed in linear measure was 
the next task Inilial values lor latitude and 
longitude had to reinvestigated and the ruling 
elements ol the figure ol ihc earth decided 
upon bclore tables ol geographical co 
ordinates could he drawn up 
His linal comput.itions aie given m his 
AttoiiiUofiht Mtuummentoj raoSttlion^ 
<>! 'he Mt'iuliimal An af liulta drawn Irom 
the m.iterial contained m M\ (hneialRepoii 
7 and published by ordei ol Ihc directois 
111 1847 These values loi the liguie ol the 
e<irlh .lie described as Everest s Constants 
2nd set and have never been widely <tc c epted 
Hislirsiscl published in 1810 h.'id already 
been cenerallv .id ipicd loi Indian purposes 
and was consideied to be siil lie lent 
I ike M.iekeni/e Everest was obsessed 
with .iceuracy and unilormity For 
msi.ince he mstiucied all olliccrs on lirsi 
starling out lo .icqiiire the habit ol 


extreme c.iic in hiking ohstivalions and 
undcvi.iiiiig icgulaiily in registering them 
and omil no oppoi tunny ol sciupulously 
examining every individual obseivatiun 
taking the means of all the micrometer read 
mgs and deducing c.ich angle The sun 
never should use ind set twice on an 
unexamincd angle book 


And he sent out a circular calling lor 

the siiictcsi uniloiniiiy m all operations 
whether as regaids obsci ving registering, oi 
computing Until my consent is obtained 
no innovation on picvailmg methods can be 
peimitted (Phillimoie 1950 921 

Everest s obsession with ‘accuracy’ and 
uniloimity was ol course part ol the 19th 
century rhetoric ol appa'hcnding the world 
within a Iramework ol scicntilic rationality 
But It was not that sctentilie intercKts brushed 
aside the othcrcogniti ve interests ot colonial 
rule Evercsi lor instance, asked all his 
surveyors to make coliccitons ot specimens 
One ol his surveyors iccorded tl*., following 
observation 

With regard to the Geological Survey it 
IS impossible lo say ol what advantage it 
may prove lo he in a mineralogical and 
commcatal way But lately only I have 
discovered inexhaustible stores ol Carbon- 
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gcnilcman in m>w trying to introduce into the 
market in England A supply would be 
invaluable, just when the supply of sulphui 
required lor us prixJuslion in ^gland has 
been cut off. while pure salt lan be hcie 
produced for a mere noihing |Pbillimorc 
1930 101] 

There were also many times the cuntlict 
between tullilling scientilic objectives and 
adminisiraliveubjectives For instance, long 
belore Everest completed the ticld-work ol 
the great arc and belore he completed the 
computations, he was piesscd, both by the 
directors in London and the government ot 
India, tor approximate geographical results 
to be used lor mapping purposes instead ol 
wailing the It) years required lor complete 
vcnlicalton 

In July 1840 the survey committee at 
Calcutta complained that the surveyor- 
general's oKice in Calcutta was not in 
possession ol a complete set ol tiiangulation 
ol the grand trigonometrical survey .ind that 
without that document it was not possible 
to compile anv maps in the correct m.innei 
Everest was asked to submit bv the surveyor 
general solliceacopvol all that hasalieady 
been made out Although bveiesi was ol the 
opinion that in all Irigononu ti ic al oper.itions 
a complete map was ihc List task in the 
pcriormance and th.ii it ought not to be done 
until the wholeol the lopogiaphical maienals 
have been worked up the surveyor general s 
otiicc on the contrary leli that no high 
precision was necessary lor mapping 
purposes 

VI 

Revenue Surveys: Indigenous vs 
European Meth^s 

The object ol the revenue suiveys was to 
determine the si/e. the productive potential 
and the nature ol ownership claims to 
landholdings It is not surpiising that such 
an endeavour should have generated 
considerable controversies lelating to 
measurement practices and levenue 
settlement prexedures In paiticiilar unlike 
the topographical and trigmimeirical surveys 
which entailed the application ol modem 
scicntilic principles and measuiemenis, the 
conduct ol revenue sui veys hiought lorih to 
the toreinmt the conllut between the 
indigenous methods and Wie Europe in 
methods In the Bengal presidency 
indigenous methexis lor land measurement 
and a.sscssmenl ol revenues were used, and 
It was decided to adopt a permanent 
settlement, i e the dcetsions made in 179^ 
lor assessment wa.s to he permanent lor alt 
time In the Madras presidency Ihc ftnt 
tendency was to torm such a permanent 
settlement with the leading /amind^ But 


iantfbolders preV^iiltHr and tt became 
necessary to think dl a diltcrent tmxie ol 
revenue settlement This brought to debate 
the mannerul conducting revenue seiilcmcnt 

With the delcat of Tippu Sultan in 1792 
Alexander Read was sent to conduct Ihc 
levcnue settlement in those parts Read was 
able lodcinonstralc the possibility ol detailed 
settlement diiectly with the ryots lora pei lod 
ol years R,.ad's method entailed tield 
measurement by 'amins working undei 
Indian supeivisors and European olliiers 
Thomas Munro one of Read s assistants is 
said to have perleeted the methods of Read 
when he look charge of the survey of the 
ceded disiiuts m 1801 1807 Munro s 
contribution to surveying have been 
considered noiewoithv 

It was however on the Bombay side that 
the lirsi successful revenue surveys were 
carried out by EuropcMn methods In 1810 
a survey ol I run plantations was begun 
which was i.ikcn over by Dickenson as 
ICS emic surveyor in 1812 Dunng Ihc next 
eight yeais he is credited to have completed 
an accurtic land survey ol the whole ol 
Bombav and Salsettc islands Besides the 
exact measurements some ol which were 
carried out by Indian measurers Dickenson 
and his assist inis all military olticers 
coinpilcdacomplctcregisterof land tenuies 
and a classilication and valualuxi ol crops 
His survey was based on tiiangulation and 
traverse and he also produced maps and 
iccords biscd on his surveys 

So tar Ihc clistinctive Icaturcs ot the early 
revenue surveys have been highlighted 
briefly In what follows I will highlight the 
debates suriounding the practices of 
mcasiiicmc iit ind the conduct ol the revenue 
surveys in the M.tdras presidency While 
there arc certain common and recurrent 
themes in the debates in the different 
picsidcncics and it would be interesting to 
consider both the commonalities and the 
specilicitics ol debates in the different 
regions I hive tor purposes ol cxposiioiy 
convenience limited it to the Madras 
presidency 

FiIOKIS (H Ri M) AM) Ml NKO 

Alexander Read was .ippomied m ch iige 
ol the reuions known as ‘B.illagaui ceded 
by Tippu Sultan .ind in January 1792 he sent 
the first repoii ol the scntlemcnt work he had 
carricxi on in tlx; Kolar district The lepori 
IS a very iniercsting tcsiimonv ol how an 
unknown territory was sought to be known 
m a short span ol time lor revenue purposes 
I shall highlight some of the salient Icutiires 
ol Read s reports from Ballagaut * \ irst 
Read opens with an account ot how the 
inhabitants ot the region have become 
distrustful both of the Company s and 
Tippu's people, in particularthe ‘aumildars 
of Tippu were rapacious and so the people 



wimhlttif pdttplbin btfdyirtii^ 4pp^i 
foicCt whK'h mode Read deploy the roi|if>J 
pany trcxipsoverlhem as well asexpcncneei#' 
ollicial people to gam 'every requisitu^^ 
intormationof theiraffans Thisisof courtt^ 
the mtist direct and obvious use ol forte rttJ 
the acquisition ot knowledge He iHitea; || 
My first measures Ihereloic were to ralSC^ 
whhmth peons and appoint such men. 

I could find qualified ten the employ/ 
feri\liulai\ lo cveiy district to dtspciMe 
iimlr to encourage the mhahiiants to seek 
undei the company s protection to talte 
Revenue accounts from the piovincinl reg-rt 
istcis and to assess them tor su|ipliei> 

I next entered upon an ciiquiiy into ihq' 
system ol Polity and Finance in Rallag<nN,, 
lor though II be tcneriilly the same througf^i 
out India there is a dillcicncc in every twof 
pioviiices ind a inatciial one in the twijc^ 
( .iinaiics a knowledge ol whx.h I loaijd;’| 
essential in eveiv lovcnuc iiansastion 
While (xcupicd III this undciiakmg ait4 i 
waiting Ihc inloiination my seristadars wivq^J 
collecting and my piolessional vocatHlAb i 
piovid ol service to iny new depaiimcnt. fOf i 
by diiccting iny icsearches to the discovcryC| 
ol Miktn papers al the captures ofj 
UtiluiiHingliiiifn\kiinil\ Diotiif I loitunately 1 
secuicd al those places the iccords of lt^| 
districts under me which serve to check awifi 
to complete the amounts given in by thd'l 
/aniindars and village legisteis whose 
leicsi IS to mislead and to eonecal whatcvcir < 

I elates to the alfaiis ol llie ountiy a trUtflF^; 

I daily cxpciicnec being obliged to dn 
liom them by stealth and by perseverance^ 
cveiy point ol iiilormation (Read 1792). 

To reestablish order Read found 
necessary lo make a political sui vcy of t 
clisiricis undei him and lo enforce some'') 
regulations ot the laie government’s and Id'l 
make others suitable lo the present tinw liPj 
drew up a cixle lor the information andf 
guidance ol the (ompany’s .lumtldars 
Ballagaut These lel.iieci lo a whole r.ingg j 
ol issue that would m.ike icvenue assessmemy 
.ind revenue collection eflicieiil toi alien." 
rulei s who had lo first tamili.irise thcmsciv 
with the lixal practices Plx-se related fo*! 
tables ol exch.inge lor reguliitiiig th^I 
aumildais accounts with Ihc larmcis.md(hd| 
exchequei tables ol weights and measuretti ^ 
lor regulating Ihc quantities and pnees 
gi.iin and other ai tides of supply rcxjuired' 
loi the sirkar a calender ol the current 
revenue year in Ballagaut showing IIS' 
correspondence with the present and ensuing- 
years ol the Chrisli.in ci.i specifying thc^J 
terms ol leaseholds gi anted by I he laic 
eovernment .iiid directing them to bCi 
considea'd valid hv the c«mipaiiy s aumild.irs; 
parliculaiismg the proportions ol nioixfy 
lents and rents m kind ol drv grains, 
prohibiting any deviation from aiicu 
usage specifying govcinnient s and tl) 
farmer s share ol wet grains ai cording totil 
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I for waierini! them, with the 

ii^unction.s to be guided by (.iisiom, 
inM)U)ring that pecuniary aid may be given 
W the coiUiaclur.s loi keeping reseivoirs ol 
water in repair directions icspctiing (lie 
reservoirs ot water, the expense ol which is 
deiVayed by goveniment, rules loi renting 
[^thetel leaf, beielnul, sugaicane planiaiiuns 
and coconut topes, injunctions to atimildars 
regulate their collections by tin rule'- ol 
every 'sunnad'. as they are lound to vary 
tjjftom one another, rcquiiini! the aumildais 
to reimburse themselves the losses they may 
be in danger ot sustaining, by an increase 
of ploughs, and not by oppiessi vel v assessing 
the inhabitants, to ascettain the quantities ot 
b 'gur' that can be processed in every disiiict 
|, for the uscol 1 he .u III V, smn l.ii orders respec ting 
r Iteltocks saddles and gunnies prohibition 
collecting any ro.id customs, legulations 
respecting the el tec is ol people dying with 
out hens, diieclions c oiu ei nmg ihe propci iy 
of people in the r.nvoy’sserv ice orbclonging 
i; totheai my oulei s .iboiiulcai ing ihccouiurv 
trt'lhcnumeioiis bodies ol ilu-ivcsihai inics' 
it, and outers lespeilme lines 
in Maich 1792 Rc.icl was auo appoinicd 
Collc'cloi .Hill m.inagei ol the Ciimpaiiv s 
rovcinicsm the ceded ilisii lets ol Itaiamahal 
and S.ilem ind Ins Icitoi ol appointment 
esphcitlv lequiredhim ‘lomspiicconlicleiue 
c^'jmong the inliabiianis ol the pist ,ind 
' inodeiatc intentions it the I nglish 
.Goveiniiienl |//i< Haniiiuiluil Hu aids 
|March 11. 17921 He w.is to enii'i on the 
OHice in the best possible m.iimei piepaieci 
'’ivVith such aiilhentic inloimation is ..an be 
gaihctcd logcihei lespccting the real .innu.il 
produce ol llienisiricis and lor Ibatpui pose 
T was to piovitle himscll with such nnmbei 
i)taccounls.iiidsuboichn.itc insiiumcnKlioni 
amongst the natives on whose iniegriiv von 
J canplaceieliance’ i IJieHaidimiluilKci unis 
'[ March 11 1792| 

'! In the initial year, seltlemeni was al ihe 
''’^level ol districts or small portions ol ii, .ind 
iflo survey ol them were undetiakcn though 
Read’s instructions to hic assistants he 
^-ckrclully noted the Hindu c.tlendei veai. Ihe 
■{revenue calcmlcis then piev,iiling in the 
'(fistncts.ihesiopping seasons ol the Iry and 
‘‘wet grains, and loi other siops as well and 
'the picvailinv! lax and cusioms sysMu all 
what he icimcd as ihc ancient us.ige ol ihc 
iCOuntiy" leasing by village larms scemex! 
p'^cfcrahle to the levenue bo.ird bul Ri ad 
^ Wtb ol ihc opinion that ihc value ol cveiy 
flMmi should be irulv .iscei lamed belore given 
In least. and the pauciiy ol accounts h.ul so 
W made that impossible ihough in I'’92 
i)Rc|id saw il as a possibility lor the ensuing 
revenue year, based on the ascounis ot the 
Ihen current year Read also leli it expedier.t 
■J'W lease out larms lor live oi seven yeai' 

It then gave sullicient time to ’survey 
ITTie HunmiHhul Ktroidi Novcmhei 
1792) 
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As Read noted in htsfeiltr 
general Cornwallis in 1792, his scheme for 
the management ol the districts was to bring 
every head ot levemie into order, and 
.iltcrwards to carry it on with a .steady eye 
It) iinpiovemcnl thus icqiiirmg a pcrlcci 
ktiowicdgcol the all.iirs as ,in iniliiil neccssaiy 
step \riie Htiuimaliiil lit'<ord\, November 
I'v, 1792) To that end Rciid ptoposed a 
political survey ol every district but sooii 
I Hiding that it was a woik ol many years 
r.ilher than one inc oi poralcd it into a general 
survey Ills St heme lor the |K)lilical survey 
included among tilheis ihe lolltiwing 

1st .Section lnt|imv iiuo the picv.iilmg 
distinctions oicu|)alions ,ind piiviicges ot 
their inhahiianis loascc'i lain their icspccuse 
places in society, ihc uses to be derived trom 
each class to the community and a thoiough 
knowledge ol then inuniiipal policy 
2nd Seclion Inquiiy inio their divisions ol 
time, iiiblcs ol then weights and measuics 
used in dillcicni cominodiiies, an analysis 
ot coming, assay and exchange 
ltd Section A paiticulai account ot evciy 
piodticlion ol these cmintiics illustialetl hv 
tliawings piopcily cl.isscd and spccilviiie 
then sowing and le.iping siastins the pen 
ods ihey aie oi the giound average piiccs 
then qualilicN ami uses tompiehonding a 
ihoiough invesiigaiitm ol the season and 

tiOJIS 

4th Section In.iuiiv inlu the v.iiious con 
clilions ol l,uul lenls ,ind Icnuies and into 
ihe v.nioiis modes and i.iics ol laxalioa 
sih Section llisioiv o( Ihese couniiics 
liat inglhcoiiginol inslilutionsinlhepicsenl 
sysiom ol hnance and llwn eliccts in sue 
cessive govtinnicnls lo die pieseni imic 
Mil Section Haiiiiiilai sialeinenis ol the 
seltlcincnts ol cveiv district in 179.’ with 
..veivnc css,ii> iiiloiiu,iiitmKs|X'e ling then 
sale pioduciions.inil itu.i(ion.iliusii,itcdhv 
I map deliiiiiia then icspective hound iiii s 
and pi,ices ol lolls 

■’th St.lion Review til the toicgoing see 
turns and a mode ol icvcnuc m.inageincnt 
ilcdiiced liom them by whi.li may hi- elli cl 
ed equal and legal assess’iients the same 
nimial receipts to govcininenl. and pciicci 
sccuMiy to Ihe iiihahiiaiUs against oppression 
Iflu Haiiiiiuihdl Section I, No XX 

No 1| 

III lilmg his report on the progress ol 
settlement it) the president and mcmbeis o) 
inc revenue bti.uti in August 1794 Re.id 
noted lint he lound that even the most 
nilt'lltgeni ot tne n.iiives were 'p<,rtiall> 
and ‘impcrict ily’ mloimcdoiirevcnuc detail, 
.iiul that any gencial plan must he the result 
ol mu^.h piaclic'al experience and 
intormaliim, which none ot them possess ‘ 

I//it H.iumuihiil Reioid\ Section I, Nti 
XXVII He ihercloie Icit that the ’suivoy 
was the only me ins While Read surveyed 
'I impaltur, V miainhadi. anti(.’oonoloor. Ins 
assistants surveyed Ihc greater part ol tour 
olherdisirtcls (JneolhisassislaiKvolIcclois 



1793 that the common practice of 
appropriating ’karkar’ lands under the 
denomination ol ’tnam’ lands could be 
‘efieclually remedied’ only by a sui vey \The 
liaiamahtd Reiouh, Section 1, No XXVI| 

1 he idea w.is to settle every distncl, village 
hy V illage. in small tai ms as the "best method 
to establish propci ty" 

Tt> make II even moic ’complete’. Read 
imeiided it) ac c ompany cvci y such settlement 
ol .I district with a "copious andcoi rcct map” 
ihtiugh lime and the lack ol trained 
gctigi.iphieal surveyors prevented this 
.iccomphshmcni He therclorc had lo settle 
only tor a ‘sketch’ that conveyed thf idea 
ol Ihc situation, shape and magnitude ol 
cvciy district sulticicntly correctly lor general 
pui poses 17 he BaianuihedRecorth. Section I. 
No XXVII Again in his letter to Cornwallis 
III September 1794. Read pointed oiii that 
his map though detective due lo the method 
adopted in the survey ot them conveys much 
inlomiation ihat is very usclul Read noted 
that the ob|Cct ol the system piojccted was 
to consist in making cvcTYlhiiig it 
compiehended ‘as disiincl simple and 
peimanoni .is possible [Hu Htiiwncduil 
Kunuh, Seclion I No XXVI| The couit 
o' direclois m its letter to the levemie hi).ird 
il.ileci October 1 1797 appieci.iied both 
RcmU s -imp ol the I1,u,im<ih.il ,iiut S ilcm 
districts .iml his suivey t.iking note ili.ii it 
>s 'the lirsi ol its kind loi piocuring ihe 
knowledge ol ihe le.il v.iliie ol any pail ol 
the {"ompany ^ possession on the coast 
[llii Rdiomahol Rciouh Section 1| 

Ml NKo s Lvki v Com Rim iio's 

While Read was iii Hai.imahal. Munio 
was appoinieci the Inst collector ol K.maia 
dining which pciioci he m.ide a scitlcinenl 
there wilh the l.indholdeis estate by esialc 
based on vernacular lecords ,incl also made 
,m cxpcrimciual survey ol one village In 
Ociobei IKtXI Munio was iranslciied lo Ihe 
vcdcci districts coveiing Belkuy. KurniKil, 
Anani.ipur and ( uddap ih where he 
msiiiuled a siiivev .ind assessmeiil ot Ihat 
country Munro noted Ih.ii m the ceded 
chstiicts, unlike that ol Kanaia there was no 
pi IV ate property in land, and land was always 
icgardcd as the property ol the stale He also 
claimed ihat accuiaic records ol cailier 
assessments were not .ivailahle, though since 
Ihc lime ol Haider All they were apparently 
III as complete a lorni as possible 
Munro began .i sutvey ot the distiicis in 
June 1802 vviih lour 'gomashias who he 
claimed were the only ones then who 
understood land measurement Though it 
pioccedcd very slowly at lirsClhc numlicr 
ot suiveyors were piogrc.s.sivcly augmented 
hy training the inlialHiants. so that by the 
end ot tlio year iheie were about a hundred 
ot them, who could then he lormcd into 
groups Wiihthccxc'cplionol hills and rocks. 
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tii^udug n)ads« sites of towns and vutages. 
beds of tanks and nvm, and wastes and 
jungles TTk surveyors used everywhere the 
same standard measure, a chain of 33 feet 
40 ol which made an acic Out of this survey 
Munro evolved a code that was followed 
during the introduction of the ryotwari 
settlements in the i820s 
While surveys and settlements in 
Baramahal and Salem were initiated in the 
last decade ot the 18th century there was 
no legular policy lor the assessment ot 
rcvenucin the vai lous districts ot the Madras 
presidency each was dcall by the board ol 
res enueaccoidingio local conditions which 
included past history and thccapacuy ol the 
collcctoi llwasin 18()S a general principle 
thatthccollectoisol revenue should proceed 
wiih a "suivey ol then lespcilist districts 
These settlement surveys were entirely 
distinct Irom the moic general district sui vevs 
entrusted to the assistant revenue su'veyois 
and which were tonsidcied unlrusiwoiihy 
lor u venue puiposes Rcmarkiin: on these 
general disiiiii siiveys Bcniinek noted in 
1804 

flew gual would ihe idvintagi have heen 
in toiming eiihe'i Ihe mnual oi |H.itiianciU 
settle'menl ol oui Revenues it ihe disiiiets 
hid heen hid down hy men ol science 
pieeluding Ihe neeissilv ol liusline' to Ihi 
suiseys ol nilives ei)U)llY liable lo eiioi 
lioin want ol honesty and lioin sv ml ol 
knowledge iPhilliinoie ’MSI) I8'>| 

f xeepi in the f hinulepul J ighiio uul the 
Noilhern Ciieais sshcie peiinanent 
sclllemcnts weic inliodueed in most other 
ilistrieis 1 suivey 01 peini ish by the* nil sc 
stall ssas eompicled bcloie 1808 and these 
lorined Ihe basis ol all pciiodie assessment 
dining ihc next SO ycais 
Whai IS significani in Ihe early deb ties is 
how the ilisiouisc progressively shifts trom 
placing' relianceon the'natives to the natives 
being equally liable lo error trom want ol 
honesty and Irom want of knowledge and 
how that discursive shift was associated with 
the introduction ot surveys A c ase for sui vey s 
had lo be made out it was nut something 
that was so apparent Sueh surveys as would 
be clear sought to achieve two objectives 
On the one it sought to define property 
iclations and on theothei it led to a detailed 
mapping ol village plots, which were then 
luted into village maps 
From 1818 onwards, the bourd ot revenue 
sought to introduce the ryotwan system on 
an experimental basis in the Madras 
presidency and to that end conducted 
cxpenmcntal surveys of a few villages laying 
great emphasis on measurement and 
classification ot lands, and on assessment 
piocedures Munro’s code evolved at the 
time ol the survey of the ceded districts 
provided the guidelines In eValualing the 


village of CpvODf ill pwAore distnci, the 
board remarked on the manner m which 
measurcinent metboda deviated Irom the 
one suggested by Munro Whereas Munro 
had suggested that separate numbers be given 
to fields keeping the distinction between 
dry, wet and garden lands, the surveyors had 
numbered the fields serially in ihcii order 
of appearance without distinguishing 
between dry wet and garden lands (Company 
Government I826J ’Purrumpokc lands 
that IS wistc lands never cultivated, were 
not to be numbered but Ihc diflerciu kinds 
ol waste I inds had lo be staled Me asiiremcnl 
ind e l.issilie iiion were thus seen lo go hand 
in hand 

riu* bonds Minnie lurthei noted that 
wheie IS Ihe inhubitanis showed no 
inilmaiion either lo obstruct oi relaid Ihe 
ineasuremeiii they wcie rcliieiani to assisi 
in Ihc el issilieation ol lands (tewi/xi/n 
Otn (mint III I826| Whereas ihc 
classilie iiion ot lands was u> lix the 
assessment ihc people ol the villages le li 
that such lisiiv was no! possible lor Ihe 
qu miitv ol pioducc ot cich licid w is 
unknown me ins ol nngalion oKcn I iilcd 
ind custom h id m some plae e s mstiiulcd Ihi 
syslcmol veesibueldy inwhteheullivalors 
have a |oini inii icsl in wet he'd eulliv.i(uin 
and olten they did not have ihe means lo 
cultivate iIk whole lands 

Wei I inds wcie classilicd into eight sorts 
according lo the propoihon which the 
pioduec holt lo ihc quantity ol seed sosvn 
111 It IS in iikIix ol land produi hviiy Thus 
land calc ill ileJ to yield 40 (old was classed 
as lirsi soil IS lold as second sort and so 
on But as no single whole held could produce 
lolly or TS lold as a held w.is olten composed 
ot dtlfcrcnt qualities ol soil some more 
produchve ind some less produi live an 
average w is l iken ihus rendering the eight 
lold cl.issiliL ilton ot wet lands into a live 
told classihe ilion Dry lands wete classed 
into tour lee ordmg to the quality ol Ihe soil 
In the case ol garden lands whereas ihc 
Munro code nily speed leJ that betel and 
cocoanui he ilso classed as garden doubts 
persisted is to whether this was true ot only 
tree plantahons, and as lo whether 
diffeicntiation with other non cereal crops 
was necessary or not I n other words whelhci 
garden lands be diricrentiated on the basis 
of soil alone oi whether ‘produce and the 
value of produce' becomes the basis tor 
further classihcalion Similarly the code tor 
assessment lequiredthecorrectasccitammcnt 
of Ihc produce for each field, which was not 
possible to obtain either from the accounts 
of the karnams or ot the cultivators 
llicieluic Ihe quantity of seed each field 
was capable of receiving, along with the 
productivity in eadi class of land was used 
to get at the gross produce of each field This 
was compared with every other account that 


average produce bt the yfliage Thus, Tgl 
correctness of assessment depended c'ruci||^ 
on the correct classification ot lands. J 
In 1822 the board ol revenue $ubndltq| 
a report on Ihe extent to which the surv)^ 
classification and assessmenl of the 
had heen completed in each distHw 
(Company Government I826{ and 
recorded a Minute or the subject, which diK 
board accepted Munro noted that ditfertqu 
standards ot mcasurmeni had been adopteiiO 
in dittcrenl districts and sometimes eveni^ 
the same disinct He pointed out that thpJ 
mam objects ol .i survey were to record 
cxaci qu.mii(y and description ot all the lanfy 
m cveiy village lo ascertain Ihe tenures an^ 
rights of the occupants oi owners as weiy 
as the rights ot Govetnmeni, lo fix luntdl 
and by removing doubts to obviate dispilli^ 
respecting them to establish muluaC 
conhdcncc between the Ryots and th|K 
Governmciii bv showing each what belong!, 
to It lo asceiiain the grounds of tNfl 
assessment not lot the purpose of mcrcaMnj| 
the imount but niihct lui that of enablinj^ 
(lovcinmi'nt lo avoid ovei taxation andiitfs 
shuil lo make whai is now vague aq^ 
tiucluaiing dcliniic and pcrmane|it|j 
(Coinjiany Cioscrnnie'ni 18261 « 

Munro was not only involved in evoivtiyil 
a Iramework lor ihe ryotwan system. bu| 
deeply eonceincd with systematising 
aspects ol administration One of 
important requisites lor cttectivl^ 
idminislraiion in Munin s view 
inluiniation in one instance while argutl& 
Ihc case lot including natives in the csvjC 
administration who can supply all (tm 
necessary inlormaiion he noted J 


Intelligent colleeioi s ai e necessary .it alt dnidi^ 
hut more especially when it bi'eumes expe^ 
die'nl I'llhct to ruse oi lowei the reveiRMii| 
Such an operation requites not judgmeflll 
alone hut great knowledge ot details, amtifi 
undertaken without these essential requistiWij 
would he produclivc ot much mischief Wial 
ought therefore not U) be satisfied with M 
supcificial knowledge ol the general stated^ 
the eouniry but make it a pail of our sysienic 
lo obtain the most minute and accunW 
mtormaiion concerning its internal condt^j 
non and preserve and accumulate that i|t^ 
formation in clear and detailed revenUtg 
accounts and statistical statements 
pany Government 1876) * 

While the necessity of accurateu 
measurements ot the land and of a more 
less exact classification of soils, as the oiriyj 
nght basis of a land revenue settlement wai^l 
acknowledged early on in the Madrai^ 
presidency, it was not acted upon in thli|| 
ensuing years Whereas in most provinces 
regular revenue surveys were undertaken, 
the Madras jvesidency alone there were 
such regular surveys In some disincts of 
presidency aliemjits wcic made in ihcea*** 


«iw} PoUtiqaF Weekly 3uly 29. 1995 



, yvan, lo establish something like a register 
ul' lands, and fixed rates of assessment, 
founded on aetual measurement and 
valuation. But these measures were 
umstdered in the later years as very deleeti vc 
in many respects. The surveyors were undei 
no effectual control: there were no maps, 
either field, village or lalouk, and no 
permanent boundaries; and even the records 
of the surveys that wcic done were 
imperfectly preserved. Hence, even in thttsc 
districts where the work was the least 
imperfect, as in the ceded districts, it was 
realised that few ofthe advantages of a really 
effective survey had been secured 
But even these detective and imperfect 
surveys extended to only a lew districts; and 
there were many, wherein the land revenue 
demand wa.s ba.sed merely on the unchecked 
statement ol the karnam. For instance, it was 
claimed that, m the Canara distiict during 
the last 60 yegrs precceding 18.^8. 
considerable w.iste and forest land had been 
reclaimed, which v\ .is liable to pay revenue 
to the government, hui on which there was 
no means, in the ab.scnce ol a survey to 
enforce that right. In Nellore again, the land 
revenue arrangements were considered to be 
in a.statcof utmost confusion. The settlements 
of the first collector at the beginning of the 
century were based on no certain data; and 
it was believed that they had been tampered 
with since, such that it was impo.ssible to 
say to what class any given piece of land 
belonged, or what was the proper demand 
upon it. The only thing certain was that very 
numerous and extensive tracks had been 
committed and were in operation, which it 
was admitted only a survey could correct. 
In the districts of Rajamundry and 
Masulipatnam both ol which were in prtKCss 
of being brought under the influence of 
extensive systems ol irrigation, there was 
once again no accurate inlormation rendering 
the levying of a water tax that much difficult 
IGovcrnmem of Madras 18581. 

The government decided that the revenue 
survey should be connected by minor 
triangulations with the trigonometrical 
survey, to ensure both greater accuracy and 
permanence. As to its more immediate 
objects, what was required was a survey for 
revenue purposes, not a topographical survey. 
Its mam design was to show all the principal 
variations in the surface of the .soil, as whether 
hill, jungle, roads, channels, tanks, topes, 
houses, cultivated and cultivable land, and 
also to exhibit accurately the sizes of fields 
In the cultivated and cultivable land. For a 
tystem of ryotwari field settlements, the 
dzes of fields require to be accurately 
ietermined. It was al.so decided that the 
iurvey should extend to cnam lands as well 
.ks to government lands; and that the occasion 
ihould be taken to investigate the titles of 
mams, as well as their actual extent. The 
detailed survey was limited only to the 
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cultivable land, inclwiing all ever aeiuatiy 
cult! vaicd, with such other land as may .seem 
likely to be brought under cultivation within 
a few years. The rest of the area of the 
village. V u the jungle and unreclaimed waste 
generally, was not to be surveyed in detail, 
hut only in its chief features And as further 
portionsof It were to be successively brought 
under the plough trom time to time, it was 
decided that they may be .surveyed by the 
survey c.stablishment which was to form a 
part of the permanent establishment ol every 
district. La.stly. it was considered essential 
that permanent boundary marks should he 
established; and that field maps, village maps 
and talook maps should be prepared. 

The government was of the opinion Ihat 
the survey should be done by the English 
methods of surveying, as was done in 
Bombay, and was then being done in South 
Arcoi, and not in the "inaccurate Native 
Method". 

The method proposed therefore stipulated 
both the si/c and nature of fields to be 
covered. It noted; 

The propiisal by the Board of Revenue in 
puia 25 ot their letter ol the 27th Fehruaiy 
18.54. appeal s judicious, vi/ that fields in Ihc 
survey shall not generally he smullci than 
one acre ol irrigated and two acres ot 
uniri igalcd land, and thai minor subdivisions 
shall be shown hy dotted lines according to 
the village accounts. Very near Ihc village, 
where land is valuable and is held in very 
small plots, it may be proper to relax this 
rule In Bombay, the smallest fields allowed 
were much larger, none beingpermilted undci 
ten acres; and this was nol only a detail ol 
Ihc survey, hut a pait of the levcnuc system, 
and if a licid were held in partnciship, and 
one ot Ihc co-par(ncrs died ot gave up his 
pari, the oihor co-parincr must take i( oi 
abandon his pail also, unless he could lind 
someone to lake the vacant shore. Under this 
Presidency, where land is almost invariably 
regarded as property, ti would be impossible 
to enforce such a rule, and the attempt would 
lead to great discontent, and possibly to 
popular outbreaks [Government of Madras 
18581 

The government was of the opinion that 
Ihc ryotwari or individual system, should be 
adhered to generally. They Itwked upon that 
mode of settlement as an iKlvancemcnt of 
settlements by vi Mages, orothercommunitics; 
and they believed that in the progress of 
society Ihc latter mu.st give way to individual 
holdings. 

Maps, Mapping PaoBiiiMS 
AND Map Functions 

It has already been mentioned that mapping 
was an important follow-up of the surveys, 
and it was not always efficiently executed, 
at least in the case of the early topographical 
and revenue surveys. At the turn of the 19th 
century, the published maps of Bengal were 


considered more ttum Im (if' 

the other parts of the comparty's provinces. 
The old engraved sheets of Rcnncll's survey 
hud gone out-of-date and out of print. Also 
many regions in (he map were still left as 
blanks. Copies could only be made hy hand- 
drawing, and it was almost impossible for 
local officials to gel hold of maps of their 
districts In .some'districts surveys were 
copied on their original .scales, and there was 
no appreciation that maps on a reduced scale 
would be useful for purposes of 
administration. It was still a stage when the 
function and utility of maps for 
administration had to be argued out. A disuict 
officer in Bengal remarked; ^ 

The convenience of a good map for judicial 
and police purposes I can speak of from 
experience. . We know at a glance what 
oflicer can most conveniently be employed 
on any special duty, and we can adjust the 
proper stations lor our police chokies. The 
new settlement of Azimghur is about to 
commence, but Ihc Collectorhas nothing on 
which to found his measurements or surveys, 
and even the sites of the principal towns arc 
unknown IPhillimure 19.50: 275J. 

Some amount of mapping was done in the 
early years of Ihc 19th century. In the Madras 
presidency, the military institution and the 
district surveys produced some maps though 
mapping was not given the .same priority as 
surveying. Arrowsmith's tirst map of India 
based on information from route surveys 
was published in 1804 in six sheets on a scale 
ol about IVi inches to a degree. In 1816 he 
reissued a new map in eight sheets on n scale 
of 16 miles to an inch and revised yet again 
in 1821. The other map of India that was 
prepared was Reynold’s map. but it was 
generally believed that there were more 
places laid down in Arrowsmith's map than 
in the Reynold’s map and Reynold's map 
was never published. Between 1821 and 
182.5, Hodg.son, as surveyor-general sent to 
the directors in London a large number of 
maps, journals, tleldbooks, originals and 
copies, to which the directors responded: 

'...surprised to find that the Collectors and 
Judicial authorities are not furnished with 
maps of their re.speciive districts. We ore not 
aware who is to blame for this omission, but 
we desire that no lime be lost in issuing 
instructions to the Surveyor-General to pre¬ 
pare in ail practicable cases maps of the 
sevo-al revenue districts for the use of the 
local authorities... |Phillimore 1950:276]. 

The directors also instructed that a map 
be prepared for their own use showing the 
boundaries of all the districts as well as the 
‘sudder’ (headquarters) nations. The 
directors further requested for 

a sketch map of India on a moderate scale, 
describing the course of the principal rivers, 
and (he situation of the principal cities of the 
peninsula, together with (he names and 
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than five compaoie» or inxips may he hu- 
tioned and that the Ad)ul 4 iUorQuiirlerMa<!ter 
Oenerat oi the Army may be directed to 
iiiu'i I m It otd\ and //jeui er undercach military 
|x>st the number and description ol troops 
stationed at it Wc desire that such a map 
maybctiansmittedlousannually IPhillitnoic 
I9S0 282J 

When Colin Mackenzie was surveyor- 
general he was much preoccupied with 
surveys rathe'r than the prcpartion ol maps 
He however laid down the scales lor 
geographical maps as 8 12 24 and 48 miles 
to an inch A uselul geographical map on 
the 48 miles scale entitled Map of the 
countries included between the parallels of 
Madras and Delhi designed to exhibit at one 
view the capitals ol Stales and ol Provinces 
was compiled m 1817 
This map was reproduced in Blackei s 
Memoir iind was incorporated into the 2‘> 
mile map of India engraved by Cary in six 
sheets Blacker was the Inst to propose a 
map ol southern Asia that was completed 
some 60 years later An essential condition 
in his opinion was that the surveys used lor 
his proposed map should have been linked 
toLambton striangulation andathisicquesi 
an exhaustive report on the surveys of Madras 
were made Fuilhei in ordci to ensure that 
all materials should be uniloinily prepared 
read) loi cngiaving Blacker drew <}pt a 
graticule based on the projection used lor 
the French military map La Cat U del hnime 
htamtui The surveyor-general issued 
instructions lor the preparation ol quarter 
inch degree sheets on the projection devised 
by Blackei 

Insetting names ol villages and towns on 
the maps was not tree ol problems either 
rhere weie rival systems ol transliteration 
ol Indian names that of Sir William Jones 
and that ol Gilchrist Whereas in some 
provinces either ol the two systems were 
adopted in yet other regions some 
combinations ol both were used Though in 
general surveyors were not particular about 
the question of orthography as the map- 
makers were, revenue surveyors wercadvis^ 
to use some fixed principle in expressing 
native’ names Apparently much contusion 
was experienced with village names, not 
only from differences in pronounciation and 
doubtiul transliteration, but even from the 
existence of two or more lorms ol the same 
name, or from the use of a ngme in the 
ottlcial list that was never used by the 
villagers Cohn Mackenzie had instructed 
his surveyors to follow the lists ol names 
supplied by the collectors, hut as Campbell 
who was in charge ol the Salem survey in 
1840 noted while preparing his maps that 
the names o( the villages supplied by the 
collector had to be corrected for spelling 
whtdi were sometimes very preposterous as 
“to be totally unlike the re^ one”, and to 


which fh^ ’“nativi^lrartM htUncs form m> 
guide" (Phillimore. 1950} Everest was also 
supposed to have been exacting in ensuring 
uniform spelling in the maps and chans 
prepared under his direction He ruled that 
his topographical surveyors should adhcic 
undcvialmgly lo the orthography oUhe names 
Iroin the Gieai Trignometrical suivcy 
IPhillimorc I9S0 3I0I Following the 
method ol Wilham Jones, lie was m lavoui 
ol the inirodui non ol Italian vowels which 
wcie considered lo have the most delinite 
intonation ol all known langu iges with 
English consonants into the orthography ol 
all maps and the ingonometncal survey 
Also a lixcd system ol signs had lo be 
evolved and since the caily years ol 
surveying this had been a preoccupation 
For instance at the time ol the appointment 
ol Colin Mackenzie as surveyor general m 
Madras the council ol the governor wrote 
to the directors ol the company 

Plans ol the n iiuie which I have dcsciibcd 
cannot be consiuicied ciihci wiihoiii gicii 
personal txciiion oi within a shoii pciiod 
But although such sketches and i c mai ks inusi 
be highly usctul where none bcloic existed 
yet It ISC. isyioconccivc how impelled and 
evc.n unintelligible such woi ks must often be 
wheic no system ot diawing and no fixed 
signs to icpii. ent paiticular ob|ects and 
leatuies ol i countiy have been established 
but where cvciy olficci pursues a dificicni 
mode ol expre ssmg the ohicc is which he secs 
iPhillimoic I9M) 1241 

in due course district maps became 
available from the revenue surveys though 
the early one shad no Ingonometncal control 
The various general maps published such as 
the Arrowsmith s and Allen s went out ol 
dale Orders lor the standard quaner inch 
atlas ol India were first issued by the court 
ol directors in October 1821 and the first 
published sheets reached India in 1828 
Though from their start, the revenue surveys 
were recogniscnl as valuable material lor 
topographical ind general maps and the 
surveyors were directed to sketch in all the 
mam features ol their village areas to that 
end, they could not be accepted tor the atlas 
of India until they were linked up by the 
trignometrical survey The atlas iKcupicd 
177 sheets each 40 inches by 27 and on a 
scale 014 miles to an inch For the first sheets 
of the atlas miicnals were furnished from 
the Madras topographical surveys, and it 
took nearly 60 years for the atlas to be 
completed 

It was I rom around tte 1830s onwards that 
a large number ol maps to suit dilferent 
purposes were product For instance, in 
1833 Parbury and Allen issued in a book 
form a set ol live small maps of India that 
were “illustrative ot theEuropeanconnection 
with India and ol the Bntish administration 
tn Its several departments" These were the 
general and commercial map, the political 


ffuF ot tvitft a Iof and 
chronological table, a military map showing 
stations occupied by troops, revenue maps 
showing districts but no roads and lew place 
names and a judicial map Funherto illustrate 
rhornton s Hislon of India, they ussued a 
smaller map appropriate to the penods of 
each volume A second edition with five 
additional maps were brought out in 1848 
These weie however, still only skeleton 
maps 

it was with the senes ot illustrative maps 
by C A Prinscp the settlement officer in the 
Sealkolc district ol the Punjab m 1861 that 
maps .IS an insiruineni of knowledge acquired 
new epistemic heights, a leaiure that was 
undoubtedly being constantly developed as 
wc have seen for nearly a hundred vears 
since Rencll’s maps Prinsep s Stalin fit a) 
Attouni of flu Sealkoie l)t\incl contatna 
maps showing the agncultural tnbes arranged 
according lo occupancy ol land political 
and fiscal divisions rent-free aspect ol the 
district physical features and zones ot 
feriiliiv dillcrent kinds ol soils acresunder 
diftcrciii kinds of produce police divisions; 
statistical aspect of area, agriculture, and 
population and prcv.iiling tenures and mtxies 
of assessment I Markham 1871 2731 In 1870 
Prinsep published yet another senes of maps 
all relating to imgatioii aspcctsolthcdistnct 

I or each presidency there are at least 
three sets ol maps - the presidency maps, 
the district maps and the village maps, and 
in some instances the taluk maps as well 
It IS noted that in 1871 Irom the Madras 
presidency alone tour districts maps, 1? 
taluk maps, eight maps ot parts ol Madras 
town 76 plans of Wynaad coffee estates, 
and 5650 village maps were sent to the 
geographical department of the India Officv 
I Markham 1871 I14| 

I hceraol geographical and topographical 
surveying also ushered numerous other 
surveys on the botany, geology, forest^ and 
(Hher natural resources as well as on the 
antiquities and archeology Though 
population was not the object ot concern in 
these surveys it has been noted that right 
Irom the early surveys of Colin Mackenzie, 
population and its charactcnsiics figured in 
the statistical surveys to some extent By the 
mid-l9lh century, population became an 
explicit object ol concern, and this moment 
ot surveying and mapping was extended to 
the population as well From surveying and 
mapping territories the episicmologicul 
concerns and administrative requirements 
shified to mapping populations 

Notes 

[I am thankful to the staff of the Tainilnadu 
Archives (Madras) the National ArchivestNew 
Delhi) the library of the Asiatic Society 
(Calcutta) and to Rama Debroy of 151 (Calcutta! 
tor helping inc in acquinng the material oh 
which this paper is based | 
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1 For a lucid account ol how the project of 
^tojtraphv and hictoiy in colonial India 
paiticulaily with icicrcncc to the woik ol 
f olin Mackenzie wtic linked ind the pol 
itics asMici He'd with the wriliiie of new his 
lories and the deniil ol liisioiieily and ihe 
erasure ol Ihc histones ol 111 ei Ionised le id 
Niehol IS Diiks (I 0 ‘) I) 

2 There IS indeid i stry iiilcieslinj ehiplcron 
Ihe Akbaii Me isuie ol disliiiee called Ihc 
Karoh or Kos in \bii I I i/l Allanii (IHIc'l) 

It notes that diieelions weie issued bv Akb ir 
Ini the iseeilainiiicnl ol distances ind Ihcir 
deteiniin ilioii li> the si ind ml me isurc ol the 
kos llie kiis ve IS lisccl II IIH) I in lbs c ich 
consisiing 1)1 ‘iO II ilii ^ i/ in ol 400 jiiilcs 

I bans ) c iih pole il I ’'2 ga/ In the’ kos ll 
luilllei noles III ll vvheiiesei Akhir liavcllcd 
Ihe dislanei s wi re lecorded in pole me isurc 
menis by c m lul sinsi yors and iheir e ilcu 
lilions well nidilecl li> Ills siijxiiiiicndeni 
mil ins|Xcloi I he c ll ipli I ilsn eoni iins ev 
Iclcilces on ihe iliecisille ol measure me III 
Ihe pii hlem ilhiciccl lo I s Keiinell ll notes 
that shei Klim lixed tin kos ii l >0 jaiibs 
c i> hi I 60 Sik mil III 1/ which me isiiii iiicnt 
es isemploviiliiilhe |) IhleOiinlis InMilwah 
n eonsisii ll ol “iO I III lbs ol 60 j. 1/ e le li mil 
III toil II ll s ailed III! I w kos ill ll IS Ihi 
gie II slilisl mce ll veliii hill idinns lowing 
ol iioweinbi III lid wliii h is put b> e vpi ils 
ll‘■ 0 |lrlhs InKencil ilw isealled Ih ipiy ih 
which IS lie distinee dial 1 I |s| iinilici e in 
Iriecisc ll me bre ilh ll liiilhei noles lhal 
sonic nsst rl ihil ihe dh ipiy ih is Ihe disi mee 
within which 1 gieen Ic if placed on ihe he iil 
ol one' who vyilks 1 ipidl) will bceonie iliy 
Some me isiiii by thi steps ol 1 worn ill willi 
iwilei jii 111 her he III mil e irrying 1 child 
in hei inns leekoiime' 1 iliousjiid sueli si |s 
10 a kos llieehiplei ils 1 eonI mis 1 looniole 
on the leilglh il 1 kos lised by K lb 11 ll 
ip|)i IIS thil this noli has been inseiled by 
I idiin Ilh S irk ir who w is die 1 dil >1 loi this 
■ dilion ol die hook 

t ( oneiniiiil wilii i iiiihlim s Irigi nonieliie il 
siiisey III Indii iheie werr siiivevs done in 
olhei pills ol ihc woild France w is in the 
y mmiaid under the leaileiship of C assini s 
I iiiiily in Ihe e ills ind mid Idih eeiilins 
Nation ll siirseys ol eonipiehensise in mg 1 
lalion Ills isiiieiiieiils ilien lollowec' in I) n 
mark and I ivl md I c 1 nioie 1 n these le id 
Seen Widiiidm 1 1 'b il) 

4 < IJMnn Kellis liisl lepiii llii i il 11 

Disitlel liniiiivPd') Minusiiipi M idi 1 
Rceoids Dlliei 
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Cohn Bcmaid S I IdSKi I he Anihn poh j y ol 
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Iiidui Hou\c Kimiiiu I’i III 1/11/ 111) 

C nmiiiiil Ju\ln < Vol II 

Dnks Nicholas (|e)df) Coloinal llisl niis md 
Native Infill III mis Hiogriphyol inArehi e 
mC irol HrCeki111iilge and Pelsry iiiilei Veil 
(eels) D/Kiihi/nH) md llu f'mh oUmuil I n 


ditiimeiil Pinpeilafy. OH South Mm Uni 
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Industrial Growth and Stagnation 

Edited by 

Deepak Nayyar 

A selection of essays presenting the mam strands in the debate on 
industrialisation in India The contributors analyse the factors underlying 
the deceleration in industrial growth from the mid 1960s to the mid 1970s 
and discuss the condilions and policies for a return to the path of sustained 
growth Alternative hypotheses about the macroeconomic determinants 
of and constraints on industrial growth in India are examined focusing 
on the performance of the agricultural sector intersectoral terms of trade 
between agriculture and industry disproportionalities within and between 
sectors the level of investment in the economy the nexus between public 
and private investment and the relative significance of supply and demand 
constraints 
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Poverty and Income Distribution 

Edited bv 

K S Krishnaswamy 

While there has been, over the years, a perceptible increase m per capita 
income and expenditure and possibly some decline m the incidence of 
poverty in India, what still remains is massive and of a kind that is not 
remedied quickly or smoothly Even with radical policies, the shifts in 
income and occupational structures to make a serious dent on it will take 
more than the rest of this century in the welter of recent exchanges 
between the government and the opposition as well as between planners 
and market advocates on the strategy of growth, these issues have been 
largely obfuscated It is therefore more than ever necessary today to 
recognise the magnitude of the problem and the inadequacy of the 
measures adopted so far to deal with it 
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Technological Slips between the Cup and the Lip 

Unlearnt Lessons from Inter-War Colonial Madras 

Nasir Tyabji 

/he of tin (oneinnu/ti hidiiMnal InUitute iii Mtidun in 1919 ioiiuided with the dt\flopment of 

I licniK al ciiffineci in^ a\ a dislou i di'ii ipliiu' til tin \hi'\(i( liiisi its fust unit of J n hnolof>\ ft w oiild thus h( nnhistoni id 
tocspci t that 11 ads made i lu mu al ciutiiu enn^i spi iinc ti oiild has i hi i n asiidahh tot hi hidiisli lal ItisliliiU Howi \i i, 
othi'i piohlems al diseise Irsils, laised h\' iht hisuns of the liisiiriih uiiiain loiii solieil to this das the piosisioii 
of senture lapital. iiifiiiit ie< hnoloi>s pioteilion and plain iiHonipielu nsum (’f fin issius nnolsul I he lase of the 
Indiistiud Institute iluiils /aims the prehistois ol inou leieni houii s at silf iiliaiui 


I 

Introduction 

III - well iciogiiiscil ih.ii iIk la linolDjiK. jI 
basi'undcilvinj!Gciin.)n iiHlusiiuilis.iimn in 
the Ijic Idih ii'iiiiiiy was pioMilaJ h) the 
(.hemiL.il ln(ju^tl^ iii Loiiliast lo ihc leading 
lolc ol li'nlilcs in 1 nplish lnd^lslllall^cllllm 
.1 a'liti.'v earlici ISilioisih l‘JM) till P| 
Ka cm si hol.ii shill has adued lo ilic 
Lindusi.inding ol Ihc w lys in winch iialion 
sidles which iiukisln iliscd cve-n l.itci 
dcpi nded on (111 ulilisdiion ol siicccssi\cl\ 
inoic niodcin pc lu lalionsol icchnolocv ihc 
c.isc ol dec Homes in l.ipin hcitie ilu niosi 
dr nil iiic 

Vcis rcccnllv dnalyln al w-oik h iscnablcd 
sc hoi.MS lo undersiaiid how Amciicaii 
icchnolops inihec l.ciiiu .il Indus'r\ ni.in iccd 
li sinp.iss f tciin.in clloils in Ihc lic'd diiimp 
Ihc lirstlwodec.idesol ihisccnliirs |l indau 
and Roscnbcii’ Id'pi'* II 9 | Apail lioin 
die ohsi.uis ilisabiliiics dial (iciiii inv I h cd 
.illci I'lc liisi uoilcl wai Iwo kCi issues h i\c 
been idciililiccl Ihcsc lie Ihi dc \clO|inicni 
ol die chcniic.ii ciicinceiiii*' clisci|ilini 
l.npcis al die Mass.ichiisclls Insiiuiic ol 
Iciliiiolops III die I S .iiid die sw Ik II liciii 
c i.il lo pcliolc-un. IS die h.isic IcccIsiock 
which decisively nio’ec) die i.iw iniieii.il 
.icKanlace in l.isocii ol ihe I'S 

Il IS Ihe lii'l issue dial is leies ml lo die 
.in.ilysis ol die siiii.iiioii in colonial Madias 
I'sseiiiially dicpoini isdi.ii while cciieiiise 
III applied ilienil^lis is iiiipoil.nil in 
cicielopinp piocc'sse- loi iiuliislii.d 
applic .ilioiis die desclopiiiem ol l.iipc sc lie 
pl.inis lor coniinciciai use ol chemical 
le.iclions rec|uiies spi’cdic lechiiohieical 
knowledge This is the core ol clieniic.il 
enpineeiiiie Alllioiiph Cieiniiu had a 
clisiingiiishc'd iiadiiion ol .ipplied clieiiiicai 
lese.iieh in iiidustiial csiablishniaiis the 
acliial pl.ints veie clcsi}<iied ami labiicaied 
by inecli.mical eiipineeis m Loiiiiasi ii> die 
siitiaiioii III the US 

This laclor does mil appe.ir to have been 
.ippreclaiod bv die iiieniriers ol ihe 1‘)I6 
Indian Indiisinal Coniiinssioii ilK'i 
Aldioui!h Allredrii.illcrioii.adistinpilishod 
iueliiioloaisi and ihe iniliaioi o| aiieiiipisui 


clcveloji die iiiciiiical indusiiy ,n M.uh is 
was a iilcinhci Ihe dislinclioii belwccii 
applied c heiiiisiiy and c heniical lec hiiolops 
.ind die ciiiii il iniporlaiice ol die I iiiei in 
peneralinp ciiiiinieici.ill> siable pi,ml ,ind 
ei|iii|'iiic 111 -c.iiis to base eluded IIC Ihe 
clisLiission which lollows uses this hi.ii is as 
III e\plan Millc device lo oipaiiise the 
Liiipiiical ill I I'ls ol dll line I w.ii III loi\ ol 
Illempls 111 ikM'Inp die cllilllic il llldusln 
Ml Madl.i' 

Ihc hisii'tii il inipoil.nii e ol dll M r idie» 
pilcliv I Hulls hes .ilso III die I 111 dill 
obieciiuly due conii.idle led die 'oi'ic d 
.nipeii.il lisi il p iliiy As is wc II know n ihis 
Ionic di ciii'ii'i lied 111 lasoui ol die espoii 
Ir.ule 111 pun. i onimoclMies as opposed 
lo die dev ell pnu nl ol indiislii.il pioiliiclion 
in dlls p.ipi 1 II IM vemplilicd bv Iln c lice is 
ol dielwokc III icIimeiuCoiiimilke' wlml. 
collecliveiy sc lied llic l.iie o' Ihe nnli.ilivcs 
cles..nbi il 

11 

F\|>eiiiiunts wi<h Miiid Inks 

Ihe liipiilnKii' ol iiiil.isli 11 s It'll 
.iilniiiiisii.iii si.j I'oii lo inclnsln ilisiuoii 
had siaiici' III M.idi.is m die nly p ii >1 
lilcceilUiiv \li 1 l.nilv siibsi mil il p.oc'iess 

hid been mule in dciii insti.uinp Ihe 
possibdilv I" in.iniilacluic ol a laiipe ol 
articles die Ji p iilnieiil w.is .ihmpllv isked 
lo close down lb acliMties 'Ihisoidei ov 
die scciel.iiv III stale loi liich.i lollowcd 
pioiesi b\ dull II iii.mul.icIII!ini' micies's 
on die piouiiil 1 ill II die jiovc i nnieni w.is dius 
eoinp bevond 'is iiauir.il luiicti'.iis 
Will’ the 1 liisuie ol die ilep.iiiiiieni ol 
indusiiies II I'Hd the locus ol iiinition 
niovec) lo t.ic ilepiilniem ol lishei'is 
uiiclei die lii'iioi.iiv iliiecioi liedciiik 
Nicholson II was heic lli.il ex uiiin.Mioii 
ol die possibiliiies ol lish oil. and llieii o' 
coconiii oil look place le.ictiiij! to die 
est.iblishineni ol ihe Keril.i So.ip liisiiiiiie 
in I‘did 1 IV lb" lid I 
This liisiiliiie h.id by the end ol ihecici ade 
shown die icchiiolopical and comiiieicial 
possibililiesol soappioducliciiiltonicoconui 
oil on die west coast ol ihc pn sideiicy 


Hvdioeenalion ol the oil skirled by Ihel.ila 
t)il Mills I lOMUO' i.icioiv III I in.iktil im 
lepicseiilc-d .1 liiidiei si.ipe in die indtisiiial 
.ipplicalien ol the edible oils ol the 
I'lesidencv ind these two developments 
Ih.ii.icII Use 'he bepii nines ol chetiiical 
te liiioloev 111 siitithein bidia 

Ihc M.idi.is poveimiie lit w.is allowed to 
I.si.nl the indiisiilesdep.iitiiii nt iindei veiy 
spe'i'lie 11 ndit'oiis 111 Ihlt and dullin’ihc 
liisi woill W.II 111 lion W.IS made lo 
c iicoiii.ipc si.nple iiicliistri.il aclivilies, 
p.iilie til.nlv loi die W.II elloii bvenbelore 
die end ol the dieide liowevcr, another 
insiiitilion li.iel he en set up .ip.iin at hiedeiick 
Nicholson s initi.itive which showedevery 
sic’ii b\ the eiiil "I the I bids ol lakiilg 
ti clinoloev lo the nest siape 1 Ins w.is wheic 
both die iiiineial .mil o'Iseed base ol die 
piesiileiKV would h.i.e been used, 'll 
coiiihm Ikon lo pioclucc ink loi piiiilin(.' 
mil poses paints .nnJ similar substances 
I liiin.ilelv die .-iiicipiisc killed iiiiclei Ihe 
iciiioiseless loeic ol u beiie hmeiil cul-b.icks 
'll l‘> 2 htil 111 Ihe I'soccs- Il ii'an.iped lo 
e "iiniieic I ilise proi csses ol m.inul.icliiie ol 
will,lie ink and piinieis ink Ihe olhei 
evp iiiiienis 'veie inoilcd bv Ihe same 
pri ssine ol ispclldlluie si|ueives 

\Mien Nicholson .iskcc' m Ihl'' lot die 
-ei 1 11 es ol 1 c hemic 'I assist,uit 'or what w.is 
ll'cii e illcel ,li ' indiisiii.il laboialoiv, he Ikid 
stigpcsiee! ih.ii expeiiments could be 
i.iiiLil.iken ill the 'il.iiiiil.ie line ol vinegai, 
inks icllie ivi's speciality toilet soap- and 
I'lthc c vii.iciioiiol volatile oils.inciessences 
I 111 Si were ch ir .c tensed .IS expeiiments III 
die iiiiiioi cl.cinic.il indi'sliii's suitable l.ir 
die presiileiicy .iiidthc piopos.il w.is p.issed 
vviikoui .my clilliiidly 

I veil beloie the end ol 1920 ink was 
-iiccesstcill) piodiicc'd liom iii.ileii.il said lo 
be e.isdv ,iv iil.ible bid imiised loi any 
iiidusin.il ptiiposetdl llieii Sonic piopiess 
was also lepoiled on die i \pi nment.il 
inanid.icliiie ol .ulhcives .nid vinee a (III 
die b.is's 111 ihc'se sincesse’ die chemical 
.issistaiil I post w.'s, viended Ic.i live yc.iis. 

I c up to ' 92*1 ‘ 

I he tec linn .il clevclopiiieni ol die ink was. 
Ill III! lonipleie .md die i.i-k l.i> now in 
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'^deimomtratins its successful cummcrciat 
manufaclure. Rcscun-h on vinc(!ur unJ 
tUJhesivcs wus still in thccxpcriinenial slugc 
where, antongsl other items, the use o( casein 
for adhesives was beinj! invcstij!.iieiJ. As 
Vcnkaiaraman lyci, the chcmuul assistant, 
hod been appointed tor li.cyeaisNicliolsoti s 
proposal lor a block cxicnMon ol the 
iahoratory lor the lemaininj! lour )car^ was 
also iiftreed to. support lor this comint! Irom 
Ihemini.ster I'orihedevelopmenldeparinieni.' 

These measures slum Id have .iddcd a 
degtec ol' siabihiy lo the Institute's 
development woik. hut quite ihe opposite 
happi'ned. In March I‘>22. Nicholson leli 
for England ■iiiil Vcnkaiaraman Iyer was 
placed in charge ol lhecx|ieiinien!s Allhough 
the In.stiluie’s .itliv.iies weic moved lo 
Madras in Octobei I‘f22, the piissibihiies <q 
continued supci visum ol ine woi k by a senior 
chemist were sciiously ieduced by '.he 
instructions ol the first retrenchmeni 
eommiilci.'. thaitlic |iosi ol chemu at advisoi 
be abolished Alihough the governmeni 
continued ihe post up lo ihc lime the then 
incumbent iciiied in iy2.‘i, the career 
prospects lor chemists m ihe government s 
scivicc did not look promising The 
retrenchment coniiniitie suggested lhai 
greater use should be made ol the cspcriisc 
ol Ihc IndiaQ Insiiiuic ol Scicncc**rn 
Bangaloic.a logical slepiii terms ol the scale 
economies olespciirtfSmal work, but laismg 
a new set ol pioblems, lo he iliseussed I'alei 
The rctrench.ncni coinmillec in l.iet. 
argued ihai .is the icehnu.il |)ossibiliiies ol 
the mamilaetuie of writing ink were piovcn, 
the Insliluie, now rcn.imed the Govcininent 
Industrial Insiiime. should be ilosed 
Fortiiiiaiely. punters mk had lecenily lieen 
granted i.iiilt proietiion and Ihc liii.inie 
■seerclaiy s suggestion ih.ii the liisiiiute 
should develop ihe in.iimlaeiuieot this more 
complex eheniieal provided an .luihorilalivc 
ease foi its continuance Even otlicrwcse. the 
commcTciai le.iobiliiv o! m.inut.icluiing 
writing ink w.is sidl u tx' csplonx!' 

In eailv 1024 ihis i.isk wus ioniplelcd 
wnh Ihe repoiled .igiecmenl ol llte 
supermlenJcntol sialionery. M.idras to buy 
the ink and the subinisMon ol lendeis lo ihc 
Covetn lU’i'l ol liuli.i s i oniiid'ei'of 
stationery and si.im|,s ur f aluiii.i fheie 
were also prospeeis ol s.ilcsiiumilie ‘viadi.is 
and souili Mahr.itia i.ulways. disiiici bo.uds 
and municip.iliiies In .kUIiIioii. I'.iyloi and 
Company of M.idias iii.qoi inipoiicrs ol 
mk. weie appointed sole aeenis 
Although the goveinmeni Itoped ili.ii by 
giving lilts company .he sole -ellmg ige.uv 
they would overeoiiu tin iinwillmgiiess ol 
dc ilers. piesumahiv .ssociaied with I'.ivloi 
and Company, to stock the mk, tins mov.' 
did not succeed. .Sales weie not noiu e.ihly 
higher than in the yeais oeloo' the agency 
agreement and. as sudi sales as theie were, 
were to governmeni depaitmenis, tlie 
laiionale for paying I'.iyloi and Conipai.v 


a .*1 per cent commituion on even theae 
orders was questioned by the uudlt 
orguni.sation. It wuscxpluiiKHiby thcdirector 
of iiulustries that Ihis payment should he 
treated as a necessary cost of entering Ihe 
ink market when imported hiaiids held 
dominant sway, bat the continuing poor 
sales of ink except to the government itsell 
did not lend much ciedcneeio the argument," 
Es.stniially. the problem lay in the fact that 
while the IIC had provided legilimacv to the 
role of governmeni in pioneering indiislry. 
through the stages ol technological and then 
c'ommeieial leasibilitv the government hatl 
not commiued iheinseivcs to the liiianeial 
I mpl leal ions oil hese measures | Governmeni 
ol India !0I8| ' riie philosophy underlying 
Ihc foi inaiion ol die reiienchincnl commiiiee 
was, in lacl. direeily oppo.scd lo .subventions 
and .ubsidics lor developmental purposes. 
.It least in Ihc field of industry. 

In general, I 92 S. w.is a turning point in 
terms ol the prospects of the industrial 
cnterpiises run by the government In that 
year, it wus decided ih.it with the provision 
ol stale aid to imlusiry. government’s efforts 
would be devoted lo laboratory work while 
experimental production, lei .ilonc 
cohimereial org.inis<ilioii, would he led lo 
privjle cnierpri.se Such a policy .ilso Ii.k' 
iinplieatioiis toi the eoniinu.incc ol 
Vcnkaiaraman lyei. in his role as an applied 
ehc-niisi involved in laboraiory work Eoi ii 
w.is then ;i small -"lep lo aigue Ih.il laboitiloi y 
cork iiscli eouki be moie elfieienily don.' 
.11 d.c Indi.'o Insiuiiieol .Science VVh.ii w.is 
missed .ml heic vc.is ih.il the si.igo ol 
dcinonsiMiim; llu.i a process ilcweloped mi 
die l.ihor.ilory could be sc.iled up lo piodiii i 
j . 'inimeici.il sc.ilc kchiiology w.is iioi. .uui 
could not be, Ihc lespousibiluy ol the Insiituie 
ol Seioncv On the oihei band. Ihc suite .lul 
lo inclusiis .ici W.IS .ilstt not designed lo 
provide the son ol venliirc c.ipii.il ih.ii 
liminemg Ihe developmenl ol technology 
es.seniiallv lepresented 

Mori’ immediaiely the challenge ti Ihe 
I l..ims ol the Inilustii.il instilulo to h.ive 
luocliic ed ,1 '. o'limeic i.illy viable ink 
kc'li.ioiogy c.iiiie doin ibe supeimleiuleiii ol 
sliiioiic’iv Ihis iillice icfu.sed lo buy die 
•pec'.il puipose loc'isir.ilion ink, used on 
iocUinei'Is. on ’.he giouiids ih.it il w.r, 
i\..d.ibleinoieche.ipl\ l|■ompl;v.lk•soukes 
lo ih.ii insi.uke .1 ueici ui'iecl elloil by die 
uiiiiisp’i loi clc'C'’iopiiic’iii succeeded m 
gelling die oulei 'oi die Insliuile .in die 
grouii’is ih." Us inks were ol supeiior 
qii.ililv not lesiibL- by noim.il governmeni 
.t.incl.iids, .iiid cssei.u.i! tcir cloeumeiits o! 
long to. in ;ni[iori.inie icgi.stcred with die 
iiispi.'cioi-gencMal ol legisiraiions ' 

The iliic’cior ,i!so .ngueil lhal no qualiiy 
si.indarcls .veie l.nc! d iwn hey.uid Ihe 
niiiiiinum lequired to p.iss the le.sl ol the 
■ hemic.il ev.iinmci which was purely 
conceincd wuli die coniposuion oi the ink, 

I.idler Ih.iii Us qualities .is a writing incdium 


ftnd Ui perMfln^y.^' thii, fbough ■ vitki 
point if the ink factory’s products were of 
higher quality, was not pre.ssedfurtherin the 
direction of the laying down of general 
siiindard.s. If the government industrial 
esiahlishmenis were indeed to demonstrate 
iho manufacture of products of exemplary 
quality, this i.s clearly a step that should 
have been initiatod. In fact, there is little 
douhl that professionalism in industrial 
management was seriously lacking.'' 

However, the long-term indications were 
that there were attempts at dumping by private 
mk dealers so as to undercut systematically 
the ink factory’scommcrciui prospects. These 
dealers appeared lo be both Indians and 
Englishmen. Under these condiiiitn.s. the 
government did not agree to s.iiiciioii die 
extciision of the insiilulc and siull lor more 
than one year at a lime andloi the remaining 
seven years ol its existence, they worked on 
Ihe basis of the uncertainty which was 
inevitable Irom then on By Ihe loHowing 
yi'iii. I c. 192()-27, doubts about the leasibilitv 
(it extensions ol the term ol Institute h.id 
spread Irom the linaiice dep.i'lincni to the 
sc'i'iel.iry ol die development depailiiiem, 
hiinsc’ll Inteicvlinely. howevei, Ihe Inch.in 
niembeis ol the legisl.ip-.e coiiiicd on the 
.idvisiiiy .omniiiiee on indusiries .ind 
fisheik's as-.eik'cl Ihemsclvcs A i.ii sighled 
proposal.cinaiuiling lioniihe secieiatiai .:lso 
siiggc’sic’d di.li Ihc Insliluie snoiild have a 
sc he.lie ol appreiuieeships lleie wa.s the 
ic-.ih'-.iuon lhal m the ^lioit and niedinni 
'.Clin, giealc’i poliikMl support eotikl be 
obi .lined loi ascliemc’ot employ mciu-iel.iied 
IKiining. lb.ni lor ,my cl loi! al fiiipoi' 
subsiuiilion iniluslii.ilisalion by usell " 

'I hescheme loi ti.umngapp:euik'c”.beg<iii 
in .lulv I'l’d. uuii.illy lot folcleis .il Ihe 
.S.SI.f w'llliabackgroiiiul 111 C'hcmisiiFoui 
ippiCMiiecs weie lo be jclmiltcd loi a Iwo 
year course When, .ilier some dilhering. 
adveilisemeni'. were placed il w.is louiid itwi 
dieieweienoiippliealions Oniiivestigaiion. 

It was loiiiid lhal die adveriisemeiils had 
.ippcMred in the finglish pi ess, which did not 
h.ive die readership likely lo be imoresicd 
in irainiiig in a skilled manual trade. The 
miiijsic'ilordeveliipmeiil suggesiedlhatlresh 
advci iisc'inenls should he placed in die Indian 
Ifingiiage piess .mil wished to vel the text 
hiinsell This developmem took place after 
an ink'iveniion in the Icgishiiivc council.'' 

Unles.s die Insiiiiiic- w.is lo show its long 
term iitiliiy by being suece.ssliil in training 
appieniices. n had to demonstrate Ihe 
cumnicre'.il vi.ihility ol ink irianulaelureanci 
tlien be iraiislerred lo a private entrepreneur. 
Aeliicving commercial viability hud become 
diilieult with the uneoiupromisingly 
commercial oiieiutuion shown by the 
supcrinieiicleni ol si.ilionery towards ink 
supplies. Of eiuirse, this was his job. It was 
eertainiy iioi his coneern to lake cognisance 
ol the li.igile linancral .status of the ink 
laeiory. But with the post 1925 policy on 
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|QV8ffim«m lA4ul(riid entnprlM, U writ not 
poMiUe for anyone in authority to develop 
procedures to handle such situations 
Recourse had to be taken voudhm -solutions 
This probably reflected itscll in uncertainty 
about the prospects ot the industry and the 
demand lor apprenticeships 
Proving commercial viability was an 
equally complex task Securing regular and 
iutgc orders Irom the superiniendeni oi 
siationery was cniical il the ink luciory was 
to be seen to be suicesslul by potential 
purchasers This mcani that not only was the 
ink to be ol acceptable quality and price, but 
the tender had to be such as to be able to 
withstand dumping as meniii.aed earliei 
However, theie were no piovision by which 
a govemmem institution could lower prices 
beneath those ot costs ol pioduclion so as 
to be able temporarily, to wiihsuind this 
pressure Only il the ollice ol ihe 
superiniendeni ol stationery accepted its 
own role in pioneering an industry and 
granted price pretcience, could this problem 
be overcome Otherwise sales below cost 
would have been interpreted as concluave 
evidence ol thcunpiotiiabilityol ihc veiuuic 
In 1027 the question arose sharply The 
directoi ol industries poinieJ oui that the 
Slalionery depaitment had changed us 
practice ol the pievious ihiee yeais and 
ucepied a lender lot blue-black rcgisiialion 
ink Irom a private lirm In the case ot blue 
bl.ick ink powder the same lirm s olte, had 
been ,u cepU'd ag,iin breaking the piecedeni 
Ol the pievious ihiee veais In legistraiion 
grade ink loi cheques another pi ivalc* I urn's 
tender h.id been accepted to, two yeais 
running, wheieas earliei the ink laciory had 
supplied the sMiionciy depaiiiiuni 
Alter mediation by ihe sec iciaiiai u was 
agieedihai while the oideis alieady placed 
I ould not be ,.ancellcd supplies ot i wo ink 
powders should be provided by the ink 
lactory However later in the year ihe 
secretariat *had again to intervene as 
agreement could not he icac hed on the rale 
at which these supplies were to be 
delivered 

As the director ot industries h.id cl,umed 
that the tenders that has underbid his own 
could not have been priced at the I me cost 
ot production. It isol some interest loexamine 
the backgiound material piovided by the 
department to substantiate thcircharge 1 his 
was based on the sudden rise .ind decline 
ol succcssi ul tenderers, whic h the department 
claimed was due to price ciitiiirg to n level 
where the viability til the unit was 
subsequently attccted 
Clearly, the evidence cannot be used to 
demonstrate the practice ot dumping, hut 
what IS ol interest, is the erosion in the 
cnmpetttivencss ol the tendci s placed by the 
ink factory after 1926-27 What makes the 
problem more complex is the tact that the 
chief competitors appear to be tour Indian 
ink manutiicturcrs. Alayam Ink Factory in 


Coimbatore, Bengat ti^iKri«l ^Jumpany ot 
Calcutta, the Exeelaiur Oil and Technical 
Works ol Poona, and the Premier ink Works 
ol Madras Only one of the icndcis which 
outbid ihc ink laciory, by the Students and 
General .Stores, Madras in I92K-29 would 
appear to be that ol a wholcsulei lalher than 
a manulaciurer But even here, there is no 
information that this organisation sold 
British ink rather than ink made by petty 
Indian manui iclurcrs In othei words d 
the puiposc ol Ihc ink lattorv was to 
dcmon^l^alelhc technology ol highqiuhiy 
ink producii m by the mid 1920s this |oh 
seemed no lungci ncwCisaiv |Govcinmciii 
I'l India IhSO)' 

Detailed (.onsidcratU'ii ol ihc piospciis 
loi thccomiiK’ii.i.il siicccssol the ink I icloiy 
IS nctcssarv bcc.iiise the lailurc to coniinu 
to meet 'hi. icquircmcnis oi the 
supcrinlindi.iu ol sialioncrv bad seiious 
Ionscqucntisiiol only loi the luciory ilscll 
hut loi pioposals by the dcpaiinicni ol 
industries lor ihc imtiaiion ol other 
experiments The jsscilivc ph.isc ol the 
legislative council continued up (o ihc siari 
ol civil disohcdioncc, and till then no decisive 
steps wcic I iken Bui there w, re pi.iblcms 
in selling ihc isscis ol Ihc ink l.iciory, and 
this led I) siill lurthcr doubts about such 
I'xpciimcniN Mthough the ink laciotv was 
'i oniinucd on another y early extension up to 
March 1929 ihe proposal lo continue the 
superiniendeni (alter 10 years ol uncertain 
existence; w is postponed to the lollowing 
year a step winch in rciiospcvi sealed his 
fate and that ol the Institute in Ihe legislative 
council loo iheie was impatience at the 
apparent iisikssncss in the Institute, and 
demands toi inloimaiionol new experiments 
to lx undi.iiakeii 

In Ihe loiiisv ol |9 h 29 ihcii iiii'iwis 
came lo i ix id II Ihe su|X'iinicndcm ol 
slalioiKiy was able lo get ink ol .uccpi 'bic 
quality at ■ iic, chca|X‘i than those siinplnd 
by the ink l.icioiv clearly there was iliiluic 
to JemonsiMic the conimen lal viabihiv ol 
ihepioicss II w is argued Negotiaiions loi 
iho s ik beg in ihough as the ink works were 
lo coniiniic IS Ihe basis lor experimcnis m 
pimieis ink indoihei chemii.ilcxperimcnts 
ihcic w.is link to veil except slocks work 
in progiess and the icc i|x;s devc loped by the 
superiniendeni The only poteniial buyc i ol 
the slocks was the superiniendeni ol 
slalionery who lelused lo accept them at the 
valuation hy the department ol industries 
Although the total capital invested in the 
ink laciory w.ts Rs tTIbX ai the end ol 
1927-2k Ihe stocks were valued at Rs 2.776 
Thus when Rs TtXX) lor the sUxks and 
lecipcs were ottered, they were .iccepiod 
This was noi as mentioned a glorious end 
to Ihc ink piouuction cndcavoui. nor to the 
government s attempt to exp4ind the base ol 
chemical indusinesAs an earlier diiec tot 
ot indusines w as quoted ass,iymg, the histoi y 
ot the llutd ink factory experiments 


themaeivex dfxplayod the prdbiemx of 
marketing an easily manufactured pniduct, 
in competition with small producers with 
low ovei heads'' 

HI 

Printers' Ink Experiments 

I he manulaciute ol primers' mk involved 
prixesses entirely distinct to that ot ordinary 
wniine fluids In many ways ti was a much 
moic testing excercise, one worthy of the 
cllorts ol a Government Indusinai Insiiluie. 
hsscntially. printers'ink consisted ol carbon 
black then importexi Irom the US. which 
was incotporalcd in a varnish made Irom 
boiling linseed oil The vapour was ignited 
until the requited consiviency was achieved. 
The test to check whethei (he vapour ignited 
was dangerous and it was this (hat qualifiixl 
Ihe entire process lobe consideieJ hi I'mplex 
one 

In Ihc course ol ihe year (I925-26) 
niachinerv lor the manutaciurc ot printers' 
ink wasoidercd Irom bngland Although the 
superiniendeni ol the government press was 
not happv with the samples pros ided to htm, 
piivaic presses in the ciy were On a small 
scale the ex(X'rimenls could be said to be 
sucecsvlul and more m,Khineiy andiheM.se 
ol an old govcinmeni laciory building was 
requested as the work prixeeded into its 
tourih year (1928-29) " 

It wasthc vexed question ol the conveyance 
allowance that locuscd attenlion on the 
institute sialhci slow progress Thequcstion 
raised was ol the necessity ol the conveyance 
allowance unginallv granted in order (o 
help the su|X'rinicndeni locommuic between 
the Ituid ink and printers ink lactones With 
the sali’ol the fluid ink tadory there seemed 
111 he Itiiiv jusiilicalion loi its lunlinuance 
I hv vlaim whiih was .idvanccd lot its 
iiixess iv .ilihoiigli quite piausthli. in ilsclt, 
s^omeU to cairv Itllle LoiiviLtion in the 
polilic.illv tense peiKxl leading up i,> eivil 
disobedieiiee 

Ihe elaim w.is dial the woik lequiicd 
Kinsiani ti leel .ind <nier.H.tion wiih sm,ill 
piinling pievses the I irgei ones were busy 
mil It was loll unwise u prcjudu e them with 
expctimenlal 'amples In Ihe small picsH’s. 
the* in.iehiiies h.id lo be eleincd belore .ind 
all r the e'xpeniiieiiis which mcani extra 
iiouble lot the woikinen I his m turn, 
leqtiiiedlrequeni iiidoUoiiinliueUiou>-visits 
to small presses in oiiilvingare..sol iheiiiy 
In addition, dille'ie III prmieis vai.ed inihctr 
opinion ol the resulis depending on the 
mathines end on ihe p.ipei used 

This was j gooil ease ot the |iroblem ol 
initixJueiion ol i new prixluei on die ni.irkcl 
by .m enicrpiise whieh 'w.is unable unlike 
a private cniiepreneur to piovide any long¬ 
term henelii to the buyei I his dis.id\ ani.igc 
had then lo be overeonic by rcpe.ited visits, 
entreaties and piobibly the promise of_ 
he'nciiis to accrue once Ihc supeiiiiicndetil' 
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ofthcfnk Irffiory was placed pciinananily 
in a highly covcied gnveriiinciii )oh 
Howevei theic was liiilc sviiip.iiliv lor all 
this in the sccrct.iiial .iiul ilu imam. ol btuh 
the supfimtcndcni md i>l iIk l\|iciiiiii.iiIs 
began lapully lo lose iicdihiliiv 
ll IS dilluull It) a\oul Ilu Iccliii'! Ilial Ihc 
depanmeiUol iiulnslru sJispI istdapaialysis 
ol will during this pLiiod li pul loiwaid 
proposals wilhoul sulliLiom biikpioiind 
work and will'll ihcsi m K-oppusi'il ippcaral 
to accept the outvOiiK wnli liiili iiioic than 
an expression ol disjiuiiibd lesliiigs It 
seemed to havs hem misled bv ilie siioiig 
political siippoit wIikIi bcf in in 1^)27 into 
hclicviiielhai ll ll idoiilyio idv.iiici .isilieme 
loi 11 to be acccpicd evmwlui lliepolilu.il 
sitii.ilioii ll III cic.iilv cli.ineed bs llic end ol 
Ihedec.ide.iiidiisovsiiiiii Itcciiss snpeisision 
ol Ihc ink I iiiois rel.iled expciimeiiis li.id 
slibsl.iiiliallv leiinced ils uedibililv ' 
llovsevu miisiiaiiils ol ,1 siinctni.i! loim 
need.ilsolobi kcpliiiimtul Some iiulic.itioii 
ill thesec.ime 111 iiepoil ll. il ilu public ilioii 
Tamil Natla was piep ned to pl.u e ,ni oulci 
loipniiieis ink bill loniulilial Ilu iiiuliiiici> 
dealei who .iKo cicall m p.ipei ink lollei 
coiiiposilion .iiid so on lelnsv d lo cu.ii.inlee 
sp.iic [larls unless .ill s(ipnli,.s wcie bonelil 
lion) him Mcic \s is in i v niiple ol 
inieilockiiie niaikci' ihoni vshicli i 
goveiiiiiieiii iiisiiuiiioi) could do liiile 
Aiiolhei I u loi lay in ihe simciuic ol '.mils 
customs duly on lamp bl ii k \s is IS pei cciil 
as op|utsecl lo >'/7 pel iciil on piiiileis ink 
I'hlidlv ll \s IS sl.ikd ih.il 111' consi.lcius 
ol Ihe i.iiiiish iii.idc Irom linseed oil b\ 
boiline ss is.ilic'ic'clbv.iddine iin.inesi oihei 
things 1 nmic'i.il oil noi m.idc iv nl ibh 
locally lliiom'li eilhci Miiim.ih She I oi ilu 
V.icnum Oil ( mipaiiy 
All these l.ielois Ic'el lo i Inch ee)sl ol 
I'rocinelion whiel. eould be piilially 
oyc'ieonie il lamp bl. k ilsell ss.is m.ule in 
the couilliv So soilless lull be I ilcills .illei 
liye veais eil s spciiiiieni l.iiiip blick 
ni.innl.iciuie vs.is iiisiiinied Ini' ss i 
obtained by the ineompliie onihnsluin ol 
oig.init subsiniccs oeli m e.iiboi siuh .is 
losm luipi'iiime iiul ihe loois nul oihei 
lesiiions p.iiis ol lues Siemlic mils loi 
Madi.is lisli mil sc't’c'i ibleoils eitliii liesh 
Ol i.illclel eo lid ilso he iisedlolll.iKc l.niip 
bl.uk In .11 III.ll I.Ill ineemon. eypeiimeiils 
sseic i.iili.ile'don Ils 111. mill icinielrom de.iil 
.mil ciudc oil nsine .i speiiill'i devised 
llllil.lee llldeoll sllli;' ipp.ll.lllls Ihc yield 
was iboul 20 pci cc'iil ol die oil bniiil md 
the lesults seeiiic'd lo be good . iioimh both 
lor roi.iiy and higliei e|n.ilily piinlme ink 
Coal loo w.is .ilso snggesic'd .is i snii.ible 
nsateiial lo be tesied Hosseyei iliesc 
expelimc'iiis weie m icle h\ .i icsc.iteh 
engineei speniliv u'ciniied whose 
perloimaiice was moniioi..d ii lliiee monlh 
inieis.ils I he Cioyeninii nl liielusiiiil 
liisiiitiie Ilsell .md Vciik.ii.ii.ii’i.iii Ivci iis 


supcnntcndcni lor 10 years and government 
employee lor osei I d years had bolh to go 
on the ic'conmicnclalions ol Ihe Second 
ic-lienchmeiil committee m the early i'J^Os 
In July 1912 ilic Institute was lo slose .ind 
Ihepimic'is ink 111 erprise lobe handed ov^r 
lo piisaie h.inds 

Ihc lin.incial sinneciKy which led lo the 
closuie ol the Insiiiute also led to ihe 
disconlinuaiii ol perhaps the iiiosi 
iiulusirially inipon.mi ol the iniiialivi'^ the 
ni.mul.iclurcol while le.idusedboibin while 
.md loloiiiecl p.iinis 

In 192b. a pioposil lo manulacliiic piiiil 
li.ul been droppul beiaiise Imscccl oil w is 
said (o be un.is iilible m Ihc piesideiicy 
Allhough It W.IS ic'eogmse'd dial b.iiyies .md 
ochics syeie inipoiiini i.iw ni ileri.ils in 
.iddilion ni I'lisccd oil Ihc |iossibdity ol 
using Ihe Kiiinool baivles deposiis w is noi 
nnc'siigiled iiniil Iim seats lalet In 1911 
die diic'cloi ol iiiilnstiics discoyeied altci .i 
visii lo Bang dole dial Kutnool barytes were 
hem" used by ilu U.mgaloie Whiieh' id 
Syndicaie iii i pioccss deyelopcd by die 
Indian Insiiiule ol Seunce cluimg Ihe w n 
B.nvtes weie l.nei l\ se nl lo Calculla sslieii 
die 1 nglish Inm Sli.iliinai P.imi Compmy 
li.iel .1 pl.ml ll w IS b c iiise dlls comp Ills 
kc PI the piocc'. .uoniiiuicial sc'crd di il Ihc 
Insliiiile ol Science li.id to rediscosc'i il In 
ibis c.ise sill noons iignmenl led lo die 


successful initiation ol eapcrinicn(.s which 
were U' he discontinued within the same year 
lUi (he guuinds ol linaiui.il stringottiy A 
pioposal lolr.nislei bolh Venkalar.iman and 
the while lead c'X|H.'riineiiis lo Ihe Kerala 
Soap Insiiluteclid not succeed ll was aigued 
Ih.ii ihe Indian Insiiuiie ol Science should 
be ineu'asingly used loi such work 
♦ 

IV 

Conclusions 

lulls l9|KRc'poii me IlCh.icI Icgitiniisi'ii 
Ilu lole ol Ihc government m pionc'ciing 
mclusiiy (hrougli the dcnoiisii.iiion ol ihe 
ic'clmologic.il.iiKlihcncommeii i.i'lcasihiliiy 
ol I ptololvpc l.icloiv llowevc. n fi.id iiiil 
sullicieiill) noted the ihen. iirrciil evoKiiior. 
ol Ihe speciln discipline ol ihcmic.n 
c'lieinc'c'iing nul Ihc inip.icl dial this w.is to 
have on nulnstnal design .mcl on ihc 
piocluciion id nunc cost cllcilivc plains 
Not w IS ll able lo .illei a solulion ii ihe 
cvergiicii piobicm ol .nclucine laige 
insiiiuiional biiycis lo .u eept .m mdigenoio 
iiiicle with .ill die .Ulendaiil iisks w.hen 
(lies li.icl .1 long n.ulnioiiol buvme inipoilc'd 
subsiilnic's with Welle SI.ibhshc'clli.iclen imes 
Ihc Insiors ol die eosg'iniicni liulnsm.n 
insiiiuie elc'sciibecl m this papei 
dcmonsiiaics (he ciiiical absence o| a 
sysieniaiic appio.ic h lo both ihese (noblems 
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It dKo shows ihj« import (tutics. hy 
nwdifying ihc price rados between the raw 
niaicnals nctessarv (or the manufaclurcol 
an ariiLlc. and its imported subslitiUes, can 
at tec I the economic viability ol plant which 
may be intrinsically etticient Finally, it 
shows that venture capital is a form ol 
tinancial advance quite distinct to a loan, 
and that while individuals like Nicholson 
were toi short periods able to opeiatc with 
an advance in a decidedly ventuiesome 
wav. eventually the government ol Madras’ 
linancial conservatism pievcnied the 
(onsolidationol the Institute scontiibution 
to technological knowledge I oi all these 
reasons, the Government Industrial 
Institute in Madras boin in 1910 led a 
Soloman Giunds like existence until its 
death in 19^2 

Notes 

IKlVisc-J veision ol .1 paper prescnlcd al iIk 
simleiciuc ol the laiiihnjgc Delhi U'iden 
Yog)ak.iila pio|ei.l on the riinsleiol Stnme 
mil Uchnolog) bilwecii I iiiopi ami \si.i 
Istanbul Oslober l‘IV4 I am graielul lo Ashok 
I'ailh.is.n Uhl anil Cihayiir Alaiii and Kavinder 
Kinn.ii loi Ihsii conmicnls and 10 Ihi Indian 
CoiinLil ol Hisiorual Resi inh lora inscl immi 
which made mv p.ulicipation in the conlercncc 
possible 1 

1 Ihi lepoti ol ihe Depailmcni ol Indusliic 
loi ly|‘) 1V20 in Ris (Spec) 4 J.mu.iry t 
lyi contains the in.i|or landmark <'111 the 
lortunes ol the dcp.irliiienl Irom Ihc inilial 
proposal in I VOS the expresston of 
t iiropean opposition In 11 in IVOX its 
closure in |y|0 md 1 legislalisc council 
resolution opposing this step in Ihe same 
year ri considci.ition ol ihe i|ucslioi’ in 
|y|2 and Us re csiablishmcnl in |y 14 bor 
ihi'hislois ol ihc dep iiiineni s aclivitics in 
ihe eailier peiiod sec Sen (1972) 
Swaininalhan (lusS) 

2 Fi..lcTickNicholsimpl,i)cdaciiticaliolc not 
only in various indusinal cxpciinicnls in 
M.idr.'s bill also in ihe dcvelopineni ol Ihc 
.igriitillmal co-opcralwc credit svstein Foi 
del.iils sec Hruie L Robeil (1979) Th.-ie is 
m inleresiing vignette ol his role in the Madras 
ol ihe I92iis in Slalci (I9t(i) 

t Ri venue G O No K92 (Press) ol M iich 21 
1914 lor III. oidcis to icstai' Ihc deparlnienl 
ol indiilines Revenue G O No 2X02 (Press) 
ol September 26 l9|4andNo tt6H(Ficss) 
ot November to 1914 lor details ol some 
indiisiries in Ihc piesidency Revenue 
(Special) G O No 174 (Ms) ol Septeinbei 
11 l9IHIor(hesteps 1 ikenlostart indusirii s 
lor the wai effort (All references lo 
Ciov eminent Orders (GO) relei to reco'ds 
ol ihe Covcrnmcnl ol M ulias kept m the 
Tamil Nadu Atchivcs Madias ) 

4 Rev (Spec) 1241 June 24 |919 Rev (Spec) 

8S9 May 4 1920 Rev (Spec) 2004 

Novemlscr 16 1920 

5 Dev 1698 Seplembei 12 1921 Dev I7SI 
Sepiemlici 17 1921. IX-v 1991 Dclobci 22. 
1921 

6 Dev 1082 August 16. 1922 l>;v 16ftJanuary 
10 1924 

7 Dev 449 March 12 1924 Dev S87 April 1 


1924 l)c«vl‘rWith:i0ber2O.1924 IXiv2061 
Decembei 1 1924 

8 Dev 2161 December 19. 1924 

9 The Indusinal Commission s lecoin 
mendationson pioneering anddcmonsiralion 
lactones ire on p 149 of Us report 

10 Dev I Son Oiiobcr 19. 1924 the ink taclorv 
was dcclircd a commercial concern in the 
yeai 1924 1924 Dcs |4Januaryl 1924 The 
audit repon lot the year is in Dev 1181 August 
14 1924 See also IX'v I4(W Scpiember 24 
1924 loi the bonus paid lo Ihc siafi 

11 Fin 701 August 22 1924 

12 Dev 1792 Ocu.bcr 22 1928 

11 It had (or instance to be pointed out 10 the 
dlicclorol induslricsbv the cominerci.il aiidil 
lhal il the suiveimtcndcnt ol the ink Kicloiy 
was invoiced both in cominerciil ink 
produclion and in experinicnial woik his 
sahiry should nol ho cniiiely dehiied 10 the 
cominciciil .iccounis ol Ihe ink laciory As 
a rule ol thumb ihercaller h.ilf ot the salarv 
was sel ag iinsi the experimenls and the other 
half lot ink produclion As ihts appeared 10 
have been done enliielv al the Dimcloi iic 
wilhoul an invesligalion ol ihe aclual 
silu.ilion ihis may well have conlinucd lo 
raise .iililii tally the cirsisol piiHiiictionol ink 
due lo suiKiinicnckmce ch.irgcs Dev 1827 
Noveinhci 9 1927 

Howell 1 nienlion ma\ he ni.idc here ol 
an illcinpllunlorlunalelv laihci rare) lo handle 
iini qucsiion ihaiothighovcihe idsmeMl.ihle 
in a einunnicnl concern in an imaginaliv 
mannci Ihn anise in coimcclion with Ihc 
problem I the pieparalion ol ruw inalciial 
lor ink p.odiicMon and Ihc cic msiiigol used 
|.iis loi stoimg newls ni.miil icluted ink II 
seqiicniiilK undertaken these Usks would 
have taken up a subslanti.il .imiiuni of llii 
workme linn ol ihc lew lasc.irs .ippomicd ioi 
Ihe puiposi This lime i ould he saved il these 
l.iskswcR iinileitakenalnighi oulsidcollicial 
winking hours Howevci in ihc .ihsencc ol 
luhsianli il iveitime payincni thi lascars 
would (or (. Hill leason have been unwilling 
lowoik II nii’hl .md iivcifiine payniciil was 
nol an ilcm ihal goveinment easily .icccpled 
A w.iy oui w as lound bv .ippomling the lasc.iis 
as nighi w itchmen hy winch means p.iynicnl 
lor (hen work at nighi was lanclioncil 
Un/inlunali ly ihis was .lot the ma|or issue 
altccling Ihe piospecis ot the indusinal 
instiiuic Del 412 Maich 20 1924 

14 Dei 1414 (Jiiohei 1 1924 Dev 1476 

Niivenibci I 1924 

|4 Oes 1010 Julv 19 1926 Dev 460 April 12 
1927 

16 Dev 741 May 20 1927 

17 Fin446August8 1927 Fm264ApnII2 1928 

18 Inieicsimuly Madias seems lo havi been in 
the loietroni of ink manulacturc with 
Knshrravem Inks having started manufacture 
as early as 1920 after 6 years ol expeninems 
on touniain |ieiiink Between I920and 1910 
scveial more firms were established 

19 Dev 2044 November 10 1927 Dev 479 
March 14 1928 Dev II January 4 1929 

20 IXv 2081 IXccmber 8 1928. Dev 2144 
December 19 1928. Dev 210 February 2 
1929 IXv 829 May 9 1929 I>s 2181 
December / 1928 

21 IX-v 82 J.inuary 14, 1910 

22 IXv 484 March 29, 1926. IXv 621 April 21 
1926, IXV 618 March 11 1928 


21 IXfV l6tS8 ttetubcf 4 1929 tXv 1602 l\ 
September 24. 1929 

24 H.igc'hi has relcrrcid 10 the genet al 'paralysis 
ol will' ot the administration during the 
inter war |)CHod IHagchi 1972 471 AlKi 
Ihe Lahore session ol ihc Congress iii 
IX'cc'inbcr 1929. the party hoycoilcd ihi 
Icgislalive assembly and look no lurihei 
inieresi m legislative debuie on economi 
policy The elec lions in Sepicmber I9l0lcil 
lo the tormaticni ol a minoniy Justice Pans 
immsiry with liillc power, and an iipposiliun 
with even lewer mcmbeis and even less 
aulborilv IKrishnaswainy 1989 2I4 2I6| 

24 IX-v 2026 Noiember 4 1910 

26 Dev 48’ March 26 1929 Dev 1160 
August 4 1911 Dev 424 April 14 1912, 

Dev 1144 August 21 1912 Dev 44 lanuary 
14 1911 

27 For this Ic.id bars were inelled and made 
mill thre<ids w hic h when ac led on hy acetic 
acid produced lead .icelalc Mixture with 
liiharge c'onveried this 10 basic lead acetate 
altci which while lead was obtained hy 
carbonation Removal ol water and udditinn 
ol hiisccdixl loimed a while paste lo which 
w IS .iildcil machine powdeied baiylos IX'v 
106 l.muaiv 24 1912 

28 Del ll14(Xlobci 7 1926 IX'v 740May 19. 

1911 Del 42» March 14 1912 
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Postcolonial in the Postmodern 

Or, The Political after Modernity 

Vivek Dhareshwar 

A truiial issue foi tun tulniuil oi politiail iheors todas is, what are the comet/uencet of the challenge to the 
modernist inteipieiation of model tun piesented hs theois and h\ globalisation, and what happem to notions such 
as national identits soveieigiiis andi iticen-siihjeit in this paper the authoi examines these nsues bs looking at three 
diffeieni sitnaiiin of posit oloiiuil politual identits illustrated by writings of modernist writei U R Anantliamurth) 
lultuial tliioiist Cteeto Kapiii and pliilosophi r Kssaiiu Antlioin Appiah 


Oi k Modi rmo ' 

WF hjvc been mt’didting moJciiiii) 
Whclher wi, lake out politiLdI pratlitc'. or 
our work upon Dill selves out bt dies onilu 
lies ihdi have bound us togelhei inui sonit 
form ol eoniinuniiy - il in shot! we like 
the idcniiiy programmes ihai have been 
shaping us we have been siovine low aid 
modeiniiv Bui a eeiiain problem iiisaiion 
ol modemilv bolh as a iiolion iiid as a lived 
experieiiie basbeenparlol lb lUommilinenl 
The leason toi ibis is well captured bv ihe 
Maitinic in wrilei Idouird Cjlissani 

Chi ilu lu'iii’i III iiiDilt Hills It Is I vc\i.d 
quest on Isnotevciycia modem inrelatioii 
ii the pii ceding one'll seems that ii least 
one ol the eoniponcnls ot oui moileinily 
IS the spicad of the awaieness we have ol 
II The aw ireness ol aw irencss >ihe double 
the SCI ond dcuice) 's mil souice ol sin lu'ih 
and out loimcnl 

As the msiilulional and di cursive boii/iin 
lhal uoveined oui luneiioii ol iiiedi uing 
inodeuiiitv is dismti giaiing beloie oui eves 
eausinuoui loinieiit lodeepen wc must luri. 
towhaiCilissantc illsou ouicc ol siiciieih 
our lellecli e iw iieiiess ol ou’ pi icluc ol 
modemilv out ability m oilier wools to 
piuhicinatiselhatpiaeliee lowoikoui w ly 
out ol the aporias ol our iiodeiniiv Ihe 
prohicmalii that Kwamc Anihonv Appiah 
eallslhc arlieiil itionol iheposieolom ll ind 
Ihe postmodern ' loeuscs oui alteulum 
precisely on the issue ol defining a re llec iiv e 
relation to our time to its hisioneiiy 
I would like to make an attempt heie to 
draw out the ihcoictieal consequences ol 
particular wavs ul staging that ariieulation 
My strategy involves looking at three 
sccnanos, which we might like to think ot 
as scenarios ol postcolonial political 
identities I have chosen a short story - ‘A 
Hoi sc tor the Sun - by the modernist writer 
U R Ananthamurthy,' some essays by the 
cultural thconst Gceta Kapur,* and an essay 
’Is the Post in Postmodern the Post in 
Postcolonial- by the philosopher Kwamc 
Anthony Appiah The selling up ot these 
three scenarios will enable me to outline 
what I take to be the ciucial issues ihal any 
cultural or political theory must controni 


loday VVhai aic the consequences ol the 
challenge lo the niodiiiusiinteipicuiiioii of 
Hindi Hill bv lllcoiv ml Ihe one hand and 
glohilisaiion on the other hand' Whil 
liap|>cns lo nolioiis such as national idcniitv 
sovcrcigiuv cili/en cubjed, tiadiiion 
iioiio'is supported by the modernist 
undersi Hiding ol modernity'' 

Modi hsiiv snd Iis Doi dii 

\nanthamurlhv s A Horse loi ihc Sun 
stages the encounter between discrepant 
expciienees ot modernity and Ihe dilctnm i 
ol the 'modern witter mediating that 
experience I willanalyschowihalem ounicr 
IS framed and how that liannng leads to a 
doiiblmg/splilting 

Wiitien in the mid-1980s the sioiy can 
Dc ll id as an mierrogaiion ol modemitv 
UseII not only the aesthetic inodcniity ol 
the writer but also its implication in oi 
loii.pliciiv with ilic piojeel ol modernity 
111 Its pililic ll and ccoiiomie sense' The 
sioiv uiexplieiliy .■uiohiogiaplucdlonc 
i' us someilims; like this The writer 
Ananihainmih t i leadiiii! modernist writer 
vviibconsideiahle involvement in some form 
ot lilt polities IS /isiiing his village One 
day ai the maikcl place he encounters his 
boyhood chum Venkata whom he has not 
met in Ihc Iasi 14 years Although Venkata 
IS oldei than ihe auilioi bv live or six years 
they had been 'ii llic same class at school 
ih inks III Venk iia s repe'alcd failures The 
auihoi had siibsequeiill) left the village, 
gone .ihioad and returned to teach in Ihe 
univcisiiy .indhadbc'cmnea city-monkey 
And Venkata who was already something 
ol a good lor-nuthing’ ‘character’, had 
blosscimed into an Tdiol’-like figure, 
irresponsible as lai as his family was 
concerned, bui generous in his help to 
the villagers, giving massages and oil- 
balhs to anyone he could get hold ol This 
sudden encounter makes Ihe author 
nostalgic for the many adventures he had 
shared with Venkata, and tor the way 
Venkata 'had time and again treed up [his] 
mind” (HS p 100) So the author decides 
to visit Venkata's house and spend the day 
there Oelighied, Venkata oilers to give 


him his celebrated uil-baih (whifh as it 
turns out is an elaborate ritual embodyme 
Venkata’s ‘philosophy’) 

1 his ‘accidental’ meeting opens up’ our 
modernist writer and initiates his sclf- 
inicnrogation Althoughthesell-inteirogation 
IS occasioned by this accident, it is clear that 
the space lor it was in some sense prepared 
lor 

Wait I said I had to talk to him honestly 
and say I had ignoiedyou Although I came 
to the vilkige every now and then I never 
came to see yi'u You met me accidentally 
today and arc opening me up like this Yet 
I know that this game is only momentary 
I am cliytng up Phis clowning ot yours may 
be a liahit with you Rut in me there s been 
born a disquiet that I cannot understand I 
desiie noiliing Of late I can't think of 
anything lo wide The moment I open my 
mouth hig tat words tumble out - the heads 
in tront ol me nod in appieeiation The 
moment the play is over I teci empty Why 
don t I see anything' Do you see, or are 
you merely pietcnding lhal you sec' Isn i 
even your humility a posture' Or is it that 
I who had spent my childhood with you 
didn I wide about you hut instead went 
on to write about high falulin things and 
ended up being an empty drum like Ibis') 
(HS, pp 104 OS) 

The crisis in which the author finds 
himsell IS something more than the crisis 
ot creativity, which is one ot the self- 
delining cliches of the modernist self The 
crisis seems to have called into question 
the very vocation of the modernist practice 
The interrogation, however, has already 
initiated a doubling and splitting of the 
subject Starting out as a cause of nostalgia 
(lor the writer’s own childhood), Venkata 
(the water’s past as well as his unrealised 
future) doubles as an agency ot self- 
cntique The rest of the journey toward 
Venkata’s house unfolds as an oscillation 
between a cntique of Venkata’s form of 
life and ironisation of that c^tique and its 
language 

The author’s own ambivalence toward 
Venkata makes him alternate between an 
attitude of aggression and one ot empathy - 
aggression toward the “inertia" that he sees 
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VettkiOa M etnbodyiflg fui^DlnpAthy for hit 
intimacy with the landKapc 

i began to think (he village idiocy that 
Marx spoke of, which is the i ausc ot this 
country remaining buvkwurd and on 
Venkata seemed to s>nihoiisc lot me 
everything that lived in ii state ol inertia I 
tiled as suiiously as possible to expound to 
Venkata my anxiclics about the stagniiiion 
in (his snuniiy (hat I had been shaiing ul 
late with my friends Hut is h<. the kind who 
would listen( (HS p lOb) 

Venkata a( lust evades this assault, but in 
his own clowning lashion expounds hts 
philosophy He clearly diagnoses the authoi 
as someone possessed whose head is all 
heated up the sure loi whkh ol louise, is 
his oil bath He conicsses disiimingly to 
lieinu a i oward and narrates an incident that 
illustrates both his coward'ce and his strategy 
loi coping with aggiessions siu h as the one 
ihc author directs at him 

■you know we were in P,in|urli s giovt 
botoic wc Cl issed the bridge Aiuiillu Ihcv 
s ly ih s P iniui li spii 11 h IS Ins I ‘inpci at the 
lipol hism'c'Om c ionga,o l» iscomiiig 
thioiighlh giosc singme to ms cell It ss is 
I Veiling I he lid I lusllma sound Kt hind me 
likesonieoiii sleppiiig ( n diy grass luiilKs' 
aiounthlo sei wlm il was It was i ligei 
I blieked oul mil eollapsed I eon ^ 
iioiind and lind ih il I h id peed in im din I 
(HS pp 107 OS) 

. Irrtlalcd and ballleel by ihis ineedsue the 
lutiioi wains 10 know ihc pomi ot it 
c he ( he |ust like that I am a sissy 
Amnlhii 1 didn l i now what lO ^a) n sou 
<• In n you stain d to talk as ii th il demon 
Paniuili had possessed you I was 
1 lightened by the ligei doy ni know why' 
Be ,iuse I don 1 know how to i aleh it ind 
make il sii down ana give it an oil bail' 

It only I knew I d hold it by its vvhiskeis 
mike il SII down and gently mas age it 
toiehead 'HS p li)8) 

Conlrsmted by the aggression (>l modcrniiy 
or Its mediators like the aulhoi Vcnk,u i s 
icsinmse is eithei to cool it ilown iv ev.ide 
It altogcihei hrightcned by the seductiveness 
ol Venkata’s response and provoked by the 
laughter Ih u tollowed the author lenew s his 
assault 

“Hey you fool (.in you live without an 
ego ’ Even a saint needs an ego Saying this 
■ thought without destioying the likes ol 
Venkata thcic is no electricity, no d.ims no 
penicillin, no dignity no lespect, no joy ot 
sex no woman won no peak.s,.no airciatt 
no evolution nomemoiy no passion, no toy 
(HS, p 108) 

But Venkata laughs off this too and what's 
moie, tuilher refines his philosophy to 
characterise the aggressivity ot the author's 
subjetiivily 

The supreme Soul is Fathei to some. Mother 
to some Those who think of it as Mothci 
always have their eyes on Mother's breast 


il i« a breast ever flowing vrithWilk Those 
who drink it can’t take their mouth oil that 
bieast They don't ask lor othci breasts 
Those who ih nk ol it as Father raise then 
heads and lixvk at the Lord in his eye and 
they aie rouse'd They wiini to look and they 
want to swallow the whole woild Can the 
hunger ol the eye ever be quenched' The 
infuni nt the bieust falls asleep it wakes up 
again and di inks the milk I am one ol those 
who dunks You arc one of those who secs 
(HS. pp I It) ID 

It begins to look as though (he oihei as the 
agency ot self 11 itique Iscxceeding iis terms 
And the already lionised language ol that 
critique ("I shouldn't gtve in to him just 
because my raised list has withered |HS 
p I IO])tindsildil'iculttocoiitainthLdouble 
The problem is not simply that Ihe auiho' 
‘nccd[s| taiclish woids to do di it Oi 
translations ol them 'hat Venkata elocsi i 
undcisiatid (HS p 112) He dearly 
ondersiaiuls the onsequences ol 'hat 
language aid iiies to evade '» lehise them 
Phis IS not Id say however ihatVenkaia s 
philosophy e n eo|)e wiih Ihc eonsequcnies 
ol modernilv is is (Videiil 'rom what is 
happenmiMohi ollege going son Phis son 
has turned oia lo be someihmg ol a lout 
he had be Ik 11 up his eolicce piiiuipal .ind 
live liens to he ii up his own I iiher and his 
mi'lhei diseovi s during Ihe author s .isii 
that he h.id Ko stolen whit ver icwellery 
Ihc mother h ul piesi rved loi herdaughicr s 
wedding A vieiim ol riiiderniiy then with 
whose prediejiiieni - being napped in the 
naiiowncss ol village life-ihc aulhoi ai 
hist sympaitiises seeing m ihe son his own 
struggles to eseape Irom the villige 
However ni me idem that oii uis when the 
luthoi IS sleeping in Venkata s house 
disturbs him deeply At the ciack ot dawn 
the authoi waking up lo some noise (indv 
Ihe son rav.ieiiig the bcaulilul garden 
culliviiedby Venkata’s wile ind ilaughtL*rs 
and ihrcatciimg to thop up whoeve-r goes 
near him Then he begins lo see in Ihe laised 
hand ol Subba the son the nihilism ol 
moderniiy (dial had indeed created iiude*ar 
weapons and poison gas), thus more oi less 
subset ibi ng lo Venkata' s thcoi y ot aggi cssi ve 
subjeitivHv Yet this nihilism ot Subba 
seems lo icveil ihc limit ol Venkatas 
philosophy The author, who had tried lo 
contain and subdue this double, tcels deeply 
tor Venkata and wonders it this incident has 
shattered him A tew hours later, when the 
household is engaged in its early morning 
activities, he Imds Venkata standing by the 
fence and ga/ing at something in complete 
absorption Going near Venkata he finds 
him looking at a 'sutyana kudurc’ (a sun’s 
horse or grasshopper) 

Venkata turned around and looking at me 
said with sue 11 innocent ecstasy ‘The sun s 
horse ’ My eyes locked into those wondei 
struck eyes ul his that had seen the sun s 


hortt amt my mnuth fell open 'The lun'i 
home" I said (HS, p 1261 

Two intcrpreuitions aic possible ot what (his 
story stages One it that Anonlhamurthy 
irames the encounter ot the dtscrepani 
cxpcricnccso( modeinily within a modermi 
understanding o( modernity, which sees the 
content ot the latter as simply the loss of 
iiadition, writing itself then becoming a 
tali' into irony Passages like the tollv>wing 
would support such a reading 

Il he leads whai I write he will only read 
himself Since he is u simpleton lo begin 
with even my itony won t touch him But 
whai begun is an obie'cl is now confronting 
iTk ,isi,onsiiousncss Foi oncwtihouidcMie, 
Ihe inccssiint movemcni ol the woild its 
Ilux Its change aie ot no interest In the 
prisviiic 1 1 such a non political being all 
n,v knowledge is a waste I Ins man is the 
csici oppostio ti a Kissingei But in 
(landhi along with an iiispiiaiio'i there 
was a quietude loo Aik Venkata you 
came in o a suiiy now you aic growing 
into an essay' iHS p 1 1 

[ho icigiicd surpiise at conirontiiig the 
ligurc ol the othci at si iging the other as 
a critii|U( ol one s own modernist sell 
( But my mind wouldn t Id me hiush aside 
thi s c hi Idhood 1 1 ic ml o I mine who had begun 
lo kindle m me the human love lhai I seemed 
to have lost ot late IHS p I2)|) tan be 
lead as an iitempt lo iccupeiaie the figure 
ol Venkata as a redemptive double o( the 
politics dial underlies this aesthetic The 
oihcriscauselornosialgia he indhishahitus 
are also possible agency ol a scIl-critiquc, 
but die divide is nonetheless absolute Evem 
the V aluc ot that eiiliquc is an aesthetic one 
uuelebrale this peculiar siihalicrn s oneness 
wiih nature but also and perhaps more 
im|xirtandv adisplayol the author sacsihcltc 
viiiuosiiv 111 staging a selt-ciitique 
Another inicrpietalion the one I favour 
here would inlleei the alxive mlctprclatiun 
to toregruund the political impasse The 
story IS indeed an iionie sell critique ot 
mudcinily The (.thei - who cannot strictly 
lie seen as an other ol model niiy but is more 
like a doubling nr spliiiing produced by 
modernilv itself tries to evade mediating 
modemit V even steps aside when conironted 
with It accepts It even hut does not resist 
modernity The self questioning ironic 
modern(ist) sell tries to confront it, then 
delights in It, and finally tries to learn Irom 
It The exhaustion of modernism (and of 
modernity) has made the wntcr already 
question his role as a mediator ol modernity - 
the attempt to confront Venkata to show 
him his failures, has none ot ihc force that 
an energetic modernity (including and 
especially Marxism) had brought to its 
critique ot society That critique and the 
politics made possible bv it is already 
perceived as violent although Ihe terms of 
that critique arc seen perhaps as the only 
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avAflabtepohtiial and aesthetic voiahulaiy - 
now used with inireasinj: ironv and 
scepticism The impasse or apoi la is c\ idem 
in the absolute divide the doubliiii; bci ween 
the author and Venkaia tlic) iie ol course 
Itgures generated by modernism and 
modernity The siorv does noi (cannot) 
resolve the apona the divide oi doubling 
Although It IS plausible lo inieiprel (as I did 
above) the sior> is an icsiliciic ledempiioii 
wheretheiionic subieciol modcinismsiages 
the other as ihe idioi sub)ccl * in order lo 
rccupeiaie it is its rcdempiivc double it is 
equally plausible land liuiilul given my 
purposes) to inieipiel it is si iging the apona 
ot political moderniiv in India The aesthetic 
delight that the luthoi sh ires with Venkata 
III looking It the sun s hoist cannot conceal 
the lact that then iclationship has no chance 
ol being embodied politically Out time out 
discrepant modernity iscxpi iicncedthcn is 
an apona It remains to be seen il it can be 
overcome dialectically 

I 111 Modi kmsm yso 
Sw \ )i sill As \si (I \Ki)i 

Let s make an attempt to locate the spate 
and sublet tie ity ol Venk it i within a \1 iixist 
theory ol modcinity \kc lemaiked eiiliei 
that the ligurt ol Venkata c innoi siiictly he 
seen as in oihci ol modernity One leason 
tor this isol course that he is within the social 
relationships insiitutcd by modeinity bv 
capitalism Although he and his household 
appear''maiginal to the maikct he cannot 
escape liom it (he sells b main Ic.il cups 
made by his wile) lie appeals that is at 
that stageol ihecapiialisi relations that Marx 
charai tenses as lotmal subsumption ol 
laboui by capital and he and his habitus aie 
hound todisappcai when real subsumption 
occurs As btienne Kalibai explains it 

the ide I ol this real subsumption (which 
Mais opposes to merely toimal 
subsumption) goes a long w ly bevoiul the 
inicgialion ot the woikcis into the woild ot 
conti.ict ot money incomes ot I tw and 
olticial poiiiics It implies i iiansloimiiion 
ol hum in indis iduality which extends liom 
the cduc ilion ol the I ihoui loicc lo the 
constitution ol i domm ml ideology capable 
ol being idopied bv the dominated 
themselves 

For this to occui iht inertia ol Venkata 
would h ivc lo he o\cicomc and that is how 
Ananihiimurihy diagnoses the stagnation ol 
lur country Is the liguie ol Venkata then 
he lellovci ol an incomplete modernity 
aIio will vanish when the real subsumption 
segins who will then leappear as the 
■cdcniptcd double in the acsthclic model niiy 
)l a lully modernised nation’ Wc also 
loticcd a lack ol conviction that seemed lo 
ntroduce tensions or ambivalences m 
nodcrnisi jcslheiic s as wel I as m modernising 
xilitics To fully accouni lor those tensions 


and ambivalcnccy wc need lo understand the 
exigencies ol a modernising captlalism and 
1 he modernising imperativcsol aletl politics 
and how both these get interarticulated by 
the nation-IS subject lo explore these 
tensions we will turn to the work ol Gecia 
Kapur who m a couple ot programmatic 
pieces as well as m a scries ol analyses ol 
art-praclicesin India is setting out the proieci 
ol an Indian ivani garde 
Geeta Kapur sets out her argument and 
Irames her problematic within what seems 
at first blush to be the terms ol a classic lell 
agenda Her aigumenl in lact starts liom the 
pi emise that mt kIci nisni has not vet exhausted 
Its possibilities m India And the rc.ison lor 
It IS obyioush not unrelated to the lact that 
the modernising project as envisaged bv the 
Icll has not exh iiisied its pussibihties The 
pioject ot leh modernism then has lo be 
emhodied in an aitislic avant-garde whose 
luiuium would coiiespond lo and no doubt 
complement ihit ol the v.mguard Leninist 
party Posited as a hori/on, it will nevti be 
cjuestionod lor iisell although its lunction 
will become obvious when Kapur makes an 
altempt todelmeale Ihe tiadition which makes 
possible iheleltmoclcrmsl project. Its [xihlical 
value will remain undetermined 
How to IIirne the conicmpoiaiy (MIP 
pIHO*))’ Thai IS ihc toim that Geeta Kapui s 
ittempl to specily the modern takes She 
pietcrs the used this neutral term in order 
lo rclocus Ihe problems generated by the 
emhaitlcd (and also ahsoltilised and rcil ic’d) 
terms like tradition and modcinily 
(C P pp 4*^) A) Sq) The task is to say how 
lo experience our own lime and ii involyes 
delining (or ncovering) the loundine 
equal ton bcivycen history and subject 
and thus consiiiuling the revolutionary or 
want garde subject in the historical conic xi 
ol a dccolonising poM-coluntal India 
(MIP pZSO*)) 1 0 name the contemporary 
lo I igurc out the category or register in which 
this naming takes place one needxan account 
ol the multiple and conflicting registers in 
which a people (in this case Indian) have 
been named I hus a theory ol tradition and 
ol tiadilion in use 

To begin with ihough, for whom is this 
qucsiion ol the contemporary importam’ 

f)nct independence has been gained 
nalionalisin ilself poses ontological 
questions what is at stake in being Indian ’ 
And though the question may easily devolve 
into rhetoiic theie is a burden ot it that tests 
on a particuitrlv tiaught class and its 
individuals I his is the urban middle class 
inielhgcntsiaincludingtheartists(CP p “iS) 

Ibis descriptive statement embodies a 
normative aigument as becomes obvious 
when she argues later on in the same article 
that 

Moreover when nationalist truth and 
unrealised scxialism no longer suffice this 


cla<is must cope with ihe funher stoics of 
social entropy The responsibility ot 
reckoning with that (alls neither on the state 
nor on the national bourgeoisie (noi on the 
peasant or proletarian c lasses) because none 
ot these aic so evolved in their identity oi 
role (CP p IS) 

So the burden ol identity ot naming the 
contemporary, is .r>suiTicd by the new citi/cn 
subject The site occupied by this subject is 
where the c hiasmus between nation/tradition 
and modctnity takes place, lor the sovereignty 
ol the citi/en is exercised in the name ol a 
people who have to be named again and 
again Geeta Kapur s own theory ol the 
interplay between the national and Ihe modem 
Occupies thai sue even as hei reworking ol 
the tradition prepares the polilical ind 
aesthetic gioitnd tor the aiiival ot an avant- 
garde That IS lo say hci inteipieialion ol 
the tradition imagined hy the nationalist 
intelligentsia oilers a normative framework 
w ithin which conicmporary an practices may 
be situated 

Instead ol inicin iiionalism thcicisin India 
the double discouisc ol nationalism and 
modernism liis igcncuiivedisiouisc uiid 
when pit)|ecied outwaid it becomes a loui 
pan equation naiiojtalism tecalls the 
category ol iheliadilion modernism always 
implies intcinaiionalism 1 he lour pait 
equation fuithcr enahles one to conlroni the 
qui’siionot tiaditiontoi invented tiadition 
that ensues duniig nationalism) with cun cm 
Intelnaiionalism (oi globalism) and its 
appropri,itive techniques (MIP p 2804) 

Tlic double discouisc of nationalism and 
modernism indeed the doubling ol the one 
into Ihe other has been the founding 
piohicmalic ol dclimng the national (or 
citi/en) subject, the scll-inauguraiion ol the 
subject as subject ol histoiy Bui the history 
ot this subject, that is to say, the history ot 
the subjetl to sec himsell (the masculine 
pronoun is appiopriatc heie) as the subject 
ot history has been naive bold . and 
anomalous’ Because, ol course, the naming 
ol the subject took place in response to 
colonial modernitv The native as the 
hisioricdlly displaced subject had to articulate 
Itself into history, that is into European 
inudeinily both aesthetic and political The 
norming narrative (or meianairative) ot 
huiopcan modernity and its ever-receding 
synchronic symbols provide the structure 
within which the self-dcfinnion ot the 
colonial subject takes place This del incs the 
continuity of colonial and post-colonial 
modernity the interchange or the chiasmus 
between modernism and nationalism 
subtends, even now, the sclt-tashioning ol 
the citi/cn-sub)cct Accorj;Jing to Geeta 
Kapur the practices of the artists at test to 
the anomaly of the Indian modem 

First ot all there is adtssembling modernism 
at the hcdit ot the argument about 
authenticity This characterisation is 
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revert btne and again tonaivesoluiions 
to formal problems that have their source 
in modernism even unrecognised by the 
artists in question (MIP p 2804) 

So the apparent weakness oi Indian 
modernism is Us strength I hough it takes 
Its beanng Irom the norms ot international 
modeinism, its struggles toi sclt-dcfinition 
rcinscribc and revise that internationalism 
Porever denied a place in the canon of the 
modem because always out ol step" with 
the norms of the I uropean modem, the 
modem in India has ‘a paridoxical value’ 
lather than a cinonical positum' 

lo cut clown Ihc issues to ii..isonahle si/c, 
nationalism m oui experience is at the very 
least a toil lo ills iiniveisal modem It helps 
resist impcrnlisl hegemony up lo a point 
It serves isc nviionmenial li sling giouiid foi 
iinlutilini'inoditnisiii lusi is modeinism 
u ullut il andspccitic illy .lestheliccategory 
intcriogaics ihinugh its toinialisl means 
ihioiigli iis neg ilive di ileciic and valoiiscd 
It insgrcsMoiis the danyeiously totalising 
ideology ot ilUionilism (MIP p '’805) 

(liven the logic ol thischi.ismus it lumsout 
that iiilc riialionalisin has ncvei been the 
pindigiii lor cultui.il cliscouise in India 
althoughpioeressivi. aspcctsol international 
modeinism iispccially its avant g.irde 
print ipK’s IS toriiuilated in lor example 
Hue lit and Lisftisiein) have been inllucntial 
And (or Gcei.i Kapur this needs reiterhiing 
espec IdlI y in the present whem cannibal 1 sing 
post niodtrnisni ihrc itens to destabilise the 
lounding tqu ition between hisioiy and 
sul>|ecli\ilvand lo dissolve the nation-space 
into multiple local ir.ulitions in order to to 
opt them into the >.irt nils of a global market 
Where we may well wonder at this point 
IS the project ol lelt modernism m all this’ 
It the unicsolvcd sub|ettivity of the national 
subg 1 1 still lorms Ihc hoit/on ot a possible 
avant garde praxis isn’t the enunctativc 
sp.ice ol this avant-garde already re-ot t upicd 
by the nationalist pro|ctt ’ And. lurtherinorc, 
in the late ol the ‘aggiessivc lausc faire 
of postmodernism’’ the avant-garde seems 
lo ha\e no loom left to question that le 
ottup.Uion without feeding into the logic of 
poslmodcmism In an ironic reduplication 
ot the passive revolution of the Indian 
bouigeoisie, the Indian Icit avant-garde seems 
condemned to complete the nationalist 
project and in the pioccss lose its own 
cnunciativc space, caught as it is in the 
never-ending doubling of the nation into the 
modern, and vice versa The interchange 
between the nation and modern has become 
adouble-bind whichGeeta Kapur’s framing 
ot the problematic seems only to replicate 

The point is to tackle the very problems 
western cultural hegemony suppt esses or 
neglects This requires above all that the two 
concepts, tradition and modernity, be 
disengaged tiom the abstractive ideology of 
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capitalisatw re^3^^|i>ibti«ai3r-fefi«tive 
mechanism, and to thO Othdr the utopian 
dimension We have to bring to the teim 
for example the concreteness of extant 
practice .iiid to make genuine extension of 
small paituulariiics into new and contcin 
porary contiguiations Also at the same time 
we bung ui ihe tcim (modern’| a less 
monolithis i less formalistic indeed a less 
institutional status so as to al least make 
itwhatiiw IS,line avanguard notion leading 
lo a varitly ol expel imenlal moves Only 
with such mill itivescan third world cultiiies 
begin to |u iilv then worth as allcin.itive 
cuiluics (CP p 56) 

Alternatives lo what’ (jlohahsed posi 
niodcmisni ’ I uimngtraditionsintoiradition 
in use has been itie task that artists have set 
themselves since the last fin tli wi /< I his 
w.ys done piilly through Ihe appiopriation 
ol the lolk (he regional etc Such 
appropiiaiions were )usttficd insolar as thev 
gave content to the sell-delinilion ot the 
national subjci i and its goal ot uniting 
disjointed histones and tiajeclones into .i 
coherent and complex whole But this still 
seems to be ihc t.isk even today As foi the 
task ol Irinslorniing modeinism into an 
avant gaidc pioject it is lorced to hold 
together lhe n k ion in the lac e ot globahs.ition 
The left IV ml gaidc then supplements 
nationalism Ihc social antagonisms that 
modernisation brings about and which 
nationalism mes to suppress cannot be 
addressed or they have to be dcicired 
The problem aiises not only because ol 
the present political con|uncturc, the veiy 
sub|ect Ih.ii the left tries to articulate into 
history is iiiicul.iled bv the suppiession ol 
antagonisms Indeed this subieci is the 
symptom ol lhat suppression, and the 
articulation ol antagonisms would mean 
risking the disintegration ol this subject 
Although (icet i Kapur notes the antagonisms 
a Maixisi IS obliged to notice, she docs so 
only in an exitaneous fashion, as it were 
That IS to say, her own organising concepts 
do not registci them internally 

She would cciiainly sec Ananthamuithy 
asan ‘anomalous modem ’ - modern insolar 
as his domin.inl trope in the story we an.ilysed 
IS irony anomalous because Ihc stoiy moves 
away from the formalism ol Ihe high modern 
in order to loicground ItKal or indigenous 
practices Thus the story can be seen to 
execute a clouble-iakc”, precisely what 
according to (iccta Kapur defines the Indian 
modem (MIP p 280.5) The political aporia 
the story toregrounds would have to be 
excluded in otder to reconstitute the citi/en- 
subjecl In the piocess of maki ng the tradition 
sell-rcllcxive ol making it tradition-in-use, 
what takes pl.icc is precisely what Edouaid 
GItssani calls folklonsation’’ oi culture (for 
the purposes ol this argument wc can take 
Venkata lo be a folk artist, which he could 
very well have been) The aesthetic double- 
take then necessarily excludes from its 
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doubling. The constitution of the unitaiy 
subject seems to be the unfinished task ot 
the Indian modem The task of articulating 
this subject into history and figuring him as 
the I omemporary (alls upon lelt modcmism 
Lveii as it appiopnates the lolk. the regional, 
the local tor this task, it st.dies claim to the 
|X)wer ol the collective, to rt present the 
latlei " 

Globalisation, and with li postmodernism, 
however threatens once again the task of 
articulating Ihe sell into history While 
postmodernism releases possibilities 
coniamcd in allcinalivc piactices and 
culiuies It docs so only to turn them into 
pastiche it destroys a monolithic high 
modcmism only lo turn all cultural aitcfacts 
into commodities it pioposes forms ot 
ixiliticising culiiiic (racc/gcnder/elhnicity) 
as so in.iny loci ol icsist.incc only to turn 
them into muliiciiltuic so many 
consiiiiieniies lo be mediatised’ in short, 
by deionstiucling inodcriiism it also 
dcct'iisiiucts the subject ol modernism So 
that the unimishcdtaskol modernilv becomes 
the unending task now of combating cultural 
and political lormsot globalisation Strangely 
enough, while Gccla Kapui notes how 
[Kisimodertiism may have released or made 
visible alternative piactices she does not 
extend this insight to Ihc vciy constitution 
ol the citi/cn subject - lhat indeed this 
constitution iisell was a form ot identity 
politics that an embattled modernism now 
pciccivcs as a danger coming from 
postmodern multiculturalism (iclativism, 
cclebiation ol dillcrencc etc) II the project 
ol Ihe lelt avail! gaidc is lorevei deferred 
or il lads to appeal on Ihe site prepared tor 
It It IS undoubtedly because, as I have 
suggested, that position is occupied by a 
subjei 1 whic h IS the creation of the exchange 
between modernism and nationalism And 
what the pieseni coniuncturc makes clear is 
that this subject is the very suppression of 
antagonism, and that is why when threatened 
with dissolution, this subject can only defend 
that which enables it to maintain ns identity, 
namely the nation-state and its politics The 
story ol modernity that Geeta Kapur narrates 
IS compelling and, in some sense ot the 
word, true, because it outlines the cultural 
elaborations ot the cili/en-subject and the 
logic ot identification that maintains the site 
It occupies as the only legitimate hon/on for 
understanding our time ” As such it cannot 
allow discrepancies and dislocations lo arise 
at that site And the teleological histoncism 
that this story requires in order to institute 
culture as the problematic of identity, of 
identification, must exclude any questioning 
ot the very instituting ol the political, the 
social imaginary in which the lorm of society 
appears to ttsell, because lhat would reve^ 
the radical contingency ol instituted forms (j 
ot politics, the dissimulation which is sought 
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ta De accomplish^ by the chiasmus of 
modernism and nationalism It is indeed 
ironical, but not accidental, that a lett 
modernism should play either the role ot 
supplementing them or compensating for 
their excess, and either ssay, end up 
supporting the sovereignty of the nation- 
stale The transaction between lett modernism 
and nationalism leads in tact to a re- 
occupation ol the former hy the latter " 

Till ‘Post’ in Poskoloniai 

The pioblematic that Kwame Anthony 
Appiah calls the atticulation of the post- 
colonial and the postmodern (PP, p 341) 
focuses our attention on the disintegration 
Of modernity as a social imaginary and the 
consequent multiplication ot perspectives 
on, and evaluations ol modernity Appiah’s 
elegant it rather convoluted and elusive, 
essay proposes that wc reject the modernist 
interpretation ot modernity Taking the 
Weberian interpret,ition of modernity as 
somehow paiadigmatic what this rejection 
involves IS a denial ot the triumph ol western 
rationality - whether esaluated negatively 
or positively - as the telos of all cultures 
That IS to say, western modernity has cci ainly 
achieved universal significance but that 
It has “universal value iscxtremclvdouhtful 
What this interpiei.Uion ot modernity 
mistakes for rationalisation - positing such 
distinctions as iradition and modernity - is 
simply the commoditication ol all arc.is ot 
life Therefore Appiah wants to 

argue that to understand our out hum.in 
modernity [wc will return to intenogatc tins 
later on] wc must first undcistand whv the 
rationalisation ot the woild can no lunger 
be seen as the tendency either of the west 
oiot history why simply put the modernist 
chaiacierisaiinn of modernity must be 
challenged (PP, pp 141 44) 

rhe rejection of modernist interpretation, 
lowcver mam tests it sell in various spheres 
IS the rc)eclion ot the claim to the exclusive 
nsights claimed or implied hy modernism 

Pustmodeinism can be seen then as a 
relheorisation of the proliferation ot 
distinctions dial reflects the underlying 
dynamic of cultural modernity, the need to 
tleai one\elf a tpate Modernism saw the 
economisation ol the world as the triumph 
ot reason, posimodei nism rejee ts that claim, 
allowing in the realm of theory the same 
proliferation ol distinctions that modeimty 
had begun (PP, p 146, emphasis added) 

rhe ‘post’ in post modernism, then, is a 
pace-cleanng gesture, a distinction c rcatmg 
;csture linked to the exigencies of the 
narket The exigencies of the maikct apply 
jobally bringing into their orbit practices 
hat It would be misleading to characterise 
s ‘traditional' 

And that is how “the issue looks from 
ere", that is, the US, where Anthony 


Apptan, a postcotonui iimtncaiiiiirmHn 
Ghana, has come upon a “neotraditiona]” 
sculpture called 'Man with a Bicycle’ by 
an anonymous artist from Nigeria, which 
prompts Appiah to “explore the articulation 
ot the postcolonial and the postmodern” 
How do things look from “there", that is 
“from the postcolonial spaces inhabited by 
‘Man with a Bicycle ’ (PP, p 347)’ Now 
Appiah rightly says that some ot what he 
says about how things are “there’ would 
hold for other postcolonial spaces and some 
would not My iinercst is certainly not to 
quarrel with that since I think that the 
problematic formulated by Appiah is 
valuable m our space too To begin with, 
Appiah argues that 

postcolonialiiy is the condition of what we 
might ungenerously call a comprador 
intelligentsia a lelatively small western 
style western trained group of writers and 
thinkers who mediate the trade in cultural 
commodities of world capitalism at the 
periphery In the west they are known through 
the Africa they offci their compatriots know 
them through the west they present to Africa 
and through an Africa they have invented 
for the world toi each other and loi Aliica 
(PP p 14«) 

This provocative characterisation is meant 
to highlight some essential, if obvious 
teatuies ot postcolonial culture First the 
post m postcolonial, like the post m post 
modern, signals a space-clearing gesture 
Second thisconcernwithtranscendmg with 
space clearing, is the business almost 
exclusively ot the mediators of modernity, 
those whom Appiah calls ‘comprador’ Por 
although colonialism (and now postmodern 
culture) pervades all aspects ot postcolonial 
cultural life, not everyone is interested m or 
concerned with going-beyond The 
anonymous artist who produced ‘Man with 
A Bicycle’ is not or so Appiah supposes, 
concerned with issues ot ‘cultural 
imperialism’, cultural autonomy, etc, he 
produces to survive and since his buyers are 
largely western tourists, he produces tor 
them without worrying about the politics or 
,'iesihctics ol his activity Certainly, this 
international cultural transaction - which 
accounts for us hybrid or syncretic 
character - can be understood by a 
postmodern theory, but the producer hi mscif/ 
herself does not understand it in the terms 
of that theory in short, the sculpture ’Man 
with a Bicycle' is not the result of a space¬ 
clearing gesture 

’’’he concern with going-beyond, argues 
Appiah, makes sense only in a domain 
where the distinction between ‘high culture’ 
and massculturc’ operates,andthisdomain 
IS obviously the one occupied by the 
western-educated intelligentsia Therefore 
postcoloniality as a problematic turns up, tor 
example, in discussions of Afncan novels 
The African rovels of the first generation - 
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L 'Enfant Notr - produced narrstivds oif the 
nation and realist legitimations of 
nationalism In contrast, the second 
generation novels - Appiah's privileged 
example being Ouologuem's Bound to 
Violence - deconstruct precisely those 
legitimising narratives, they are, in that sense 
post-realist, post-rutionalist, post-nativist 
In this, their post- is like the post- in 
posimodermsm There is, however, an 
important ditterence Appiah contextualises 
the dilference in this way 

Far from being a celebration of the nation 
then the novels of the second postcolonial, 
stage are novels ot delegitimation they reject 
not only the western impeiium hut also the 
nationalist project ot the postcolonial 
national bourgeoisie And soitseemstome 
the basis for that project ot delegitimation 
cannot be the postmodernist one rather it 
IS grounded in an appeal to an ethical 
universal Indeed it is based, as intellectual 
responses to oppression in Africa are largely 
based, in an appeal to a certain simplerespett 
for human suffering a fundamental revolt 
against the endless iniseiy ol the Iasi thirty 
yc.irs (PP p 3^3) 

Making ht$ argument largely through a 
reading ol Bound to Violence, Appiah is at 
pains to show the difference between the two 
posts The critique ol the nation lound m 
that novel is not postmodernism since the 
novel IS concerned with poslmodernisation, 
"not an esthetics but a politics” (PP, p 3S2), 
that IS. with denying the claim of the 
modernisers that after colonialism ‘comes 
rationality” And its rejection of the nation 
loo may seem misleadingly postmodern, 
that rejection, however, is predicated not on 
a return to traditionalism, but on “the 
continent and Us people” (PP p 3*53) 

Let’s begin by noting what on the face of 
It might appear to be terminological 
problems the first contrast above seems to 
make sense only it one restnets oneself to 
an aesthetic postmodernism Appiah's own 
characterisation, which we noted above, 
should allow lor a postmodernism which 
links modernisation and modernism and 
which rejects them both The second contrast 
IS even more unclear, it seems to imply that 
a postmodern rejection of the nation might 
involve some sort of nativism or. if we take 
into account the appeal to human suffering 
that the postcolotual novel makes, some sort 
of nihilism or relativism What these 
terminological or definitional problems point 
to IS someth) ng that Appiah constantly elides 
namely, what politics is in post-modernity, 
and how that is addressed by postcoionialism 
and postmodernisms « 

Despite the insights achieved by the 
postcolonial novelists, they do not seem to 
point toward any political forms, except a 
postnativist internationalism which, 
however, remains at the level of abstract 
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pessimism - “postcoiomaiity has become, I 
think, a condition of pessimism’ tPP, 
p 353) - Appidh argues that "the plate lo 
look tor hope is not just to the posttolonial 
novel, which has struggled to achieve the 
insights ol Ouologuem and Mudimbe hut 
to the all-consuming vision ot this less- 
anxious creativity (ot the anonymous artist)" 
(PP p 157) The question is why does 
Appiah think that the crealiviiv ol the 
anonymous artist is ‘ less anxious ' Merely 
because it is not concerned with going- 
beyond with spate-clearing ’ His worry 
seems to be that the logit ol the spate 
clearing gesture leads posttolonial 
intellectuals to the risk ol becoming 
otherness machines with the manufacture 
ot otherness as our principle role Our only 
distinction in the world ot texts to which we 
are latecomers is that we ran mediate it to 
our lellows (PP p 156) 1 he mediators ot 
modernity seem condemned now to 
mediating postmodernity - which is to say 
avoiding any mediation with our lellows 
I ormediatingmodernityinvolv dapolitics 
however pioblematic it mav appear now 
how ever questionable its ac hievemenis have 
mined out now Having dcconstiucted the 
nation state and having declared their 
illegiancc to humanism all they can do is 
to adapt the lesponses made laiiiotis by Albeit 
O Hirschm.in voice and exit leaving the 
nation to the less anxious creativity o the 
subaltein artist' 
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1 heie IS a sense in w hich the three seen, • los 
I have sketched above could be seen as 
illustrating respectively the local the 
national and the international where the 
three terms are seen as embodying some 
soit ot hierarchy ot situational scope ol 
power, and perhaps even ot value (pro vine lal 
to the cosmopolitan/universal, in some 
perspectives) 1 his isceitainly the “common- 
sense m India", and its logic is evident m 
the first two scenarios The national-secular 
or the secular-modern is often marked ott 
in relation to the local The latter to be sure 
IS valorised but only by the lormer, the sell 
valorisation of the local is regarded with 
suspicion, it not outnght hostility However 
that may be, what interests me primarily in 
the three sccnanos is, as I have tned to mark 
out in my discussion ot each ot them, a 
certain impasse that is common to all ot 
them It IS an impasse that results from the 
loss of a certain dominant conception ot the 
political, a conception so dominant as to be 
considered, or mistaken tor, the political 
itsell Precisely because this conception still 
dominates our horizon - to such an extent 
that Its crisis seems to signify the loss ot the 
political Itsell - It IS important lo analyse 
how the impasse comes about in the way 
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scenarios 

Ananthamunhy, as we saw. leaves us with 
an apuria - the divide or doubling between 
the author and Venkata seem unrcsolvable 
Since the figure of Venkata is presented as 
a critique or a selt-interrogation ol the 
modernist identity programme to respond 
to which the latter seems to hav c no resources 
lelt the story might be seen as gesturing 
toward nalivism as postmodernism whose 
theoretician would be Ashis Nandy Yet the 
story manages to something that Nandy s 
critique of modernity is unable todo namely 
to show the figures of both Venkata ,ind 
Ananthu (the author) as generated by 
modernity the aporia, in other words is 
internal to modernity itsell What the stoiy 
shares with Nandy’s theory is a ccitain 
valorisation ol the tulk’.the rural thepre- 
or non-modern cultural practices without 
realising ihai such a valorisation is indeed 
a symptom ol the loss ot the political The 
valorisation is indeed an attempt to posit 
certain kinds ot agent \ as an aesthetic/ 
political value without however ever 
making ckir what politics might be 
elaborated h> such an agency If the 
suggestion Is that such an agency embodies 
anil model lilts which is a toi mot politics- 
then It would h iv c lo be shown what concepts 
and what toims ol political sociability such 
an agent > c in enable In the absence ot any 
such rePcciion it not thcoris,ition wc are 
left with the iporciic divide between our 
culture-tile luihcnticity ol our ideniiiy- 
and their poliiics-thc cause ol the 
alienation or diicniplion ot our authenticity 
Such a nilivism il it is the right word 
simply toiKcdcs modernity its sell 
intcipiciaiii n (it only to reject it) without 
lellcxively die irising the histoiiciiy the 
historical c > pciicnce that has made us what 
we are ol our modernity our disciepant, 
non-contempocarieous relationship with our 
present To set up therefore modernity as 
external and alienating, as Nandy does or 
to show It as generating a divide a doubling 
m order only to valorise the doubled part 
as a critique ol modernity, is to evade or even 
to suppress the loss ot the political brought 
about by the crisis in the social imagm.iry 
of modernity 

Geeta Kapur s resolution seems at first to 
be the most unambiguous, she is not troubled, 
as Ananthamiirlhy clearly is, by the identity 
programme ol the modernity project 
(including its Icitist version) In tad, she 
would deny that the apona as it emerged m 
the first scenario is inlnnsic to modernity 
While her programme is outlined m the most 
orthodox teims - the creation of a hisioncal 
avant-garde out ot the ideology of left 
modernism its idiom is said to be 
‘swadeshi The need, therefore, ts to invent 
or reinvent a tradition and make it tradition 
in-use Yet the resolution she proposes 



in the first scenario only at the cost of 
redoubling the nation into the modem and 
vice versa The politics ot left mtxiemism 
ends up reiterating or supplementing the 
popular sovereignly, i e, nationalism, ot the 
nation-state And the notion ot the tradition 
that she constructs as the historical condition 
of possibility of an avant-garde may have 
already lost its legitimacy (which is precisely 
why It appears monolithic and imposed) ft 
IS the force and validity ot these questionings 
that she must repress in order to articulate 
her prolegomena tor any future left 
modernism that will be able to present itself 
as an avant-garde Thus the identity 
progiamme articulated by the conjunction, 
or better still, the chiasmatic exchange, 
between nationalism and letl modernism 
leaves no space lo sustain a radical politics 
Once the nation-as-subject is seen as both 
the ground and the tclos ol left politics/ 
aesthetics the latter will inevitably let the 
lormer reoccupy its space and its project 
The lesult IS the loss ol the political and 
this loss IS covered over when the issue i.s 
seen as the dcicnce ot sovereignty against 
a cannibalising postmodernism A large 
pail ot the problem in the way Geeta Kapur 
lonceises ol her project lies in the way she 
abstracts from a specific historical 
experience of Europe and tries to give it 
swadeshi content ratherthan beginning with 
an interrogation ol that content to determine 
what could he a radical politics or aesthetics 
that could del me our present In some ways 
her project is ihe symmetrical obverse of 
Ananthamurthy/Nandy s It they hold on to 
culture as our content and reject the form 
as alien, she accepts that form (which is also 
a norm) as necessary and desirable and 
tries to shape the content (culture) into that 
form Both repeat the founding split of 
nationalism - culture and politics A politics 
ot culture comes to stand in tor a radical 
politic s that can both expose thcconlmgency 
ot instituted forms of politics and open up 
new forms of political sociability '• 
Ironically, therefore, the foregrounding of 
culture by both lelt modernists and nativisi 
modernists v.an be seen as a symptom of the 
loss ot the political 

Appiah’s ‘story’ allows us to relocate or 
rearticulate some of the aporias ot our 
previous scenarios What I take to be most 
valuable in Appiah is his argument, or, rather, 
the implication of hi$ argument, that the 
work’, as it were, ot modernity is over It 
IS no more an ideal lo be striven lor or a 
lelos to be realised, to do so as Geeta Kapur 
does IS to be caught in the modernist 
interpretation ol modernity Once we reject 
that, wc can see the neo-traditional artist as 
well as Venkata as inhabiting our present, 
demanding a political response rather than ij 
an aesthetic attempt to teucem and recuperate 
them or a post-political gesture of simply 
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iBcfcnowledging their space and their ‘less 
anxious’ creativity And perhaps because 
the nation-stdtc has already disintegrated in 
Africa, Appiah is able to see through the 
trapsui nationalism (although in ihe pioi css 
he conflates the nation, nationalism and the 
nation-statc) Pcrhapstheillusionsol political 
modernity have lasted longer in Indi.i (as wc 
saw with Geeta Kapur) or it may be that the 
narrativesolciti/eiiship have not undeigone 
the same wrenching disidentilication or 
disinvestment .is m Attic a and therefore still 
retain their political possibilities 
Furthcrmoic the logic ol the sp.ice clearing 
gesture that implicates posu oloni.ilily in a 
specular relationship with the west aleits us 
to the dangeis ot undertaking the 
“provmcialisjtion ol ruiope as m 
intellectual task 

Yet when Appiah posits a divide between 
the comprador mediatois ol modeinity 
located Ol reloc.iteci now in the multicultural 
space ot the US ind Ihe Ic-ss .inxttuis’ 
creativity ol the anonymous artist, he 
displaces the pioblematic of postcolonial 
politics Although cleaily sympathetic to 
some form ol lelt politics he leaves to 
caricatuie i Wittgensteiniaii dictum, 
everything as it is Or rather lor him the 
hope clearly lies with the subaltern artist 
unlike Anaiithamurthy who hesitalcs to so 
unambiguously place any hope on Venkata’s 
way ol life r.uher than with the kind ol 
politics or creativity eng.igecl in by people 
like himsell (or myself oi Geeta Kapur oi 
Ananlhamurthy) Ihe question raised by 
Appiah's displacement is not simply that he 
exempts himself lromthepoliiical(cie,ttivc) 
impasse but that he never examines the 
political vocabularv and subjec t |)osiiion that 
compels him in the lust place to set up the 
problem in that particular way We are 
conlrontcd then with the same kind ol aporia 
that we saw emerge in Ananlhamurthy s 
figuration ol Venkata and in Geeta K.ipiir’s 
figuration ot the av.int-garde pro|ecl/subject, 
even though the route to it has been radically 
different Appiah s staging ot this particular 
‘story however posits the anonymous 
artist as the double ot the mediators ol 
moderni Iv (a c ategorv i hat, 1 take it, i ncl udes 
the author himselO between whom one 
cannot envisage any kind ol relationship, 
that IS to say since one is not talking about 
direct relationship, wh.it possible politics 
can relate the two’ The problem with 
invoking humanism is that it simply 
depolilicises - Its invocation, possible 
(i/i\wherc and nnvtimc absolves one ot 
evolving concepts th.u tell us what we arc 
and how wc are related to one another 
Appiah’s rejection ol the modernist 
conception ol politics seems, therelorc, to 
imply a rejection ot politic s mu/ court, and 
Ihe postcolonial appeal to humanism begins 
lo look suspiciously like ,i gesture toward 
l>osl-politics 


What IS at issue is noti rcfeVkliUlfy, the 
creativity (anxious or not) ot subalterns in 
the tace ot unimaginable adversity Nor is 
the issue ot posicoloniality about whether 
we will have genuinely Ghanaian or Indian 
novels or ari-woi ks (aqucstion which perh.ips 
nccessarilv embodies a nationalist ethos and 
Its esscntialism may in tact be open to 
appiopiiation by Ihe ditterencc prcxtucing 
machinery ol postmodernism) Nor. lastly 
IS It a question ol what Ananthamurthy/ 
Appiah shoiiltl do about Vcnk.it.i/ihe 
anonymous ariisi and his habitus apart that 
IS Irom placing then hopes - politic ,il <is 
well as creative on them The issue is 
really this givtnih.iithepostcoloni.il sp.iccs 
(India Ghana Ol Kenya) are in the suite they 
are their prec.iiious position m the world 
economy the ciisis of the state and ol the 
histoiv/discoiiise of their sovereignty .is 
nations how do any ot the practices and 
mstituiions th.it den V cd their legiiim.icy I tom 
modernity inleriogatc themselves in such a 
way that the problems created in l.iicc pan 
by the very logic of modernity itself can 
become the tocus ot a politics' 

One conclusion that we could diaw Irom 
Ihe impasses that we witnessed in the three 
sccnai los would be that today it is impossible 
just to be a nativisl postmodernist or a 
modelnist leftist or a nationalist oi a 
postcolonial humanist To say this is not to 
imply either some fragmented subject 
position or a liberal ‘multiculturalist’ (and 
.1 multipoliticist ) position which tolerates 
all these positions It is to recognise the non 
c oheicnee ot oui pi event experience and the 
deeply conflicting idioms with which wc 
stiuggle todcciphcr Its rcflc-ctivc possibilities 
I he coherence was ac hieved by the model nist 
interpretation ol modernity the belief in 
progress and the c onlidence that reason could 
organise and order our cultural and social 
woild and the belief that true universality 
would be achieved when all human pr.ictices 
could be biought under the rule ot reason 
By lejccting that interpretation one is not 
rejecting reason but lo use a very Kantian 
lormuhition the illusions of reason The 
many forms ot reasoning underlying our 
ill vei se prac tices c annot always be abstracted 
from those practices As Wittgenstein .ind 
Heidegge. m then dillcrent ways showed, 
reasoning itself is a form ol practice, 
embedded in a form of life, although not 
identical with it Once we give up the desire 
for that kind of coherence - Ihe talse 
coherence, as wc might be templed to put 
It now - we are laced with the task ot 
constructing a politics no longer derived 
cither from philosophy or history or Irom 
the dictates of reason standing outside the 
practices and c laiming to replace them The 
task IS all Ihe more daunting since among 
other things this politics will have to make 
reparation lor the very interpretation of 
modernity w'.iose own institutional logic is 


SO pervasive anddeeply embedded Pdrthi.* 
' people of the left (to use a deliberately fu//y 
expression) - the addressee ot this essay - 
the task is, then, to rescue the project ol 
communism and its promiscot anegalitarian 
and democratic society from its forcible 
reoccupation by both modernity and varieties 
ol naiivism/nationalism This would mean 
not a deliberate pursuit ol non cohcicncc, 
but thecschewingol forms ol coherence that 
do violence to and delegitimisc practices 
that give us what reasons we have tor 
refleciiunandaciion ' Wc need to undo take 
therctore, the constiuction ot coherences 
and idioms that will involve us in an 
cxploiation ot the reflective possibilities ol 
our practices which include, it is needless 
lo add or repeat, the cultural and political 
practices ot our modernity 

Notes 

llhis essay took shape as a piesenlalion to 
Ihc Social Science Forum University of 
Hjdtiabail Subsequent versions have been 
given as talks al Ihe Depaitnient ol bnglish 
University ot Melbourne Ocpartincnl of 
rommunication Univcrsitv of Illinois at 
Urhana C hainpagne .ind Ccntic foi Studies in 
Social Sciences Calcutta I would like lo thank 
Iap.iti Ouha lliakuila M Madhava Prasad 
I’artha Ch.illcrjcc Asliish Ka)adhyaksha and 
Uipish Chakrabar'y for their comments 
lc|aswmi Nii.in|ana as alw.iys helped me to 
give Ihc article coheicnee and closure ] 

1 Although this essay IS self standing some of 
the claims I make about modernity here are 
given theoretical ehihoiation in niy Our 
Tunc History Sovereignly .ind Poliltcs 
honomu und Poliliiul Weekly Vol U) 
No6 February II IS9S pp 117 24 

2 I use the term m Ihc sense given lo it by 
Michel Foucault Problematisation docs nul 
mean Ihe representation of a pre existing 
object nor the creation by discourse of an 
ub|cct which docs not exist It is the whole 
set of discursive and non discursive practices 
which causes something to enter into the 
game of truth and lalsity and constitutes it 
as an object for thought (whether this be in 
Ihe form of moral reflection, scientific 
knowledge political analysis, etc) The 
Regard for Truth Interview between Michel 
Foucault and Francois Ewald , Art and Text, 
Vol 16 Summer 1984-85 p25 Foucault saw 
his genealogy essentially as an attempt to 
investigate The condition in which human 
beings probiemabse' what they are, what 
they do and the world in which they live”. 
The f/rer of Pleasure, Vintage, New York, 
1985, p 10 

1 Cued m Paul Gilroy, The Black Allantu 
Modermt\ and Double Con\( loutnew. 
Verso, London, 1993, p I For a brief 
discussion of GlissanI’s v^rk, see Vivek 
Dhareshwar, Toward a Narrative Episte¬ 
mology of the Postcolonial Predicament', 
special issues on ‘Travelling Theories, 
Travelling Theorists’, James Clifford and 
Vivek Dhareshwar(eds),Mtcripfron.Vol .5, 
1989, pp n5-.57, and Vivek Dhareshwar, 
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'The of 

between the Disciplines: Authtfrity, Visitm, 
Politics. Martin Kreiswirth and Mark A 
Cheethatn (eds). University of Michigan Press. 
Ann Arhor. 109<), pp 2.^1-50. 

4 Kwanie Anthony Apppioh, Ms the Post- in 
Postmodern the Post- in Postcolonial’’, 
Cniical Inquiry. Volume 17. Winter 1991. 
p34l All further references to Ihis article, 
abbreviated PP. will be included m the text 
A revi.sed version of this article, entitled ‘The 
Postcolonial and the Postmodern’, appears in 
his in My Falhei's Hou.^e- Africa in the 
PhiUisophy of Culture. London, 1992 1 have 
preferred the earlier version mainly because 
of Us sharpness which is somewhat 
compromised by the author’s attempt to 
elucidate postmodernism with texlhookish 
examples in the later version 
i U R Ananihamurthy. '.Suryana Kudure’ in 
Aayda Fntu Kalhenalu. Akshara Prakashana. 
.Sagar 1984 I have used the iranslalion by 
Manu .Shelly and A K Rainanupn. 'A Horse 
for the Sun’, India Iniernalional Centre 
Qiuirierlw Volume 19. No Monsoon 1992, 
pp99 126 All luithericferencestolhiswork. 
abbreviated H.S, will appear in the text 
'.Suiyana Kuduie’, the Kannada word tor 
grasshopper. Iiierally means ’the sun's horse’ 
As will be obvious, the iranslalors have wisely 
opted tor Ihc lilcrul lendcriiig 
I Geela Kapur, Tonleiiiporary Ciilluial 
Practice' .Some Polemical Categories' 
Sill ml St ifnli<il, 202 Vol 18, No t, March 
1990. pp 49 .59 (cued in the lexi henccforili 
as CP). Place of the Modern in l.-idian 
Ciilliiral Practice', Kiiinomn and Poliln al 
Weekh. December 7 1991, pp 280.V()6 

(cited as MIP) Although my analysis will 
laigels tocus on lhc.se two essays I shall, 
where appropriate, draw on her 'Articulating 
the Self lino History Rilwik Ghaiak's Jukli 
lakko nr ytqiiio’ iii Qiie\liottt of 1 hint 
Cinema. Iim Pines and Paul Willemcn (eds), 
London, 1989, pp 179-94, 'Kavi Veima The 
Kepiescntalional Dileiiuii.is ol a Nineteenth 
Cenlury Indian Pamier', Journal of Arts and 
Ideal. Vol 17-18. jiinc 1989. pp 59-80, 
M'urlhci Narialives’, Journal of Arts and 
Ideal. Vol 20-21, March 1991, pp 99-104, 
'Ciilluial Creativity in the First Decade 
The Kxaniple ot Satyapt Ray’, Journal of 
Arts and Ideal. Vol 2t-24, January 199.5, 
pp 17-.50; "Body as Gesture Women Artists 
at Work'. paper presented at the conference 
on .Subalternity and Culture organised by 
Anveshi Research Centre for Women’s 
.Studies/.Suhaltern Studies, Hyderabad. 
January 1992; 'When was Modernism in 
Indian/Third World Art’*’, South Atlantic 
Quarterly. Vol 92. No .5, Summer 199.5, 


pp 47.5 514 

7 Given (he nature of the texts t deal with, 
it may he useful to clarify at (he out.set that 
I am not concerned, except marginally, with 
the politics of the aesthetic I will not be. 
in other words, dealing with issues such as 
the politics of literary modernism or the 
politics of avant-garde an practices. [I have 
in mind works such as Raymond Williams. 
The Politics of Modernism. (Verso, txindon, 
1989); Peter Burger. Theory of the Avant- 


Garde '(&iiiv4i^(y Press, 

Minneapolis, 1984) and The Decline of 
Afoderni.vm (PennsylvaniaState University. 
University Park. Penn. 1992).) Such works 
are urgently needed in India Geela Kapur's 
own work has been important in opening up 
this field for theoretical examination. For a 
historical reconstruction of ihe transaction 
between nationalist politics and the aesthetics 
of the Bengal school, sec Tapati Guha- 
Thakurta. The Making of a New Indian An. 
Artists, Ae\iheticsandNationuli.sm in Bengal, 
/850-/920(Cambridge University Press, New 
Delhi. 1992) For an attempt to characterise 
literary modci nism in Kannada, secTejaswini 
Niranjana. Whose Culture is it'' Contesting 
the Modern' \n Journal of Arts and Ideas, Vol 
25-26, December 199.5 My interest here, on 
the contraiy, is exclusively on the political 

* as It figures in Ihe texts I examine 

8 As Jacques Derrida puls it in his discussion 
of the question of the subject. "Moreover, one. 
could put the sub|ect in its subjectivily on 
stage, submit it to the stage as the idiot (the 
inncKcnt, the proper, (he virgin, ihcnnginary, 
the native the naive, the great beginning just 
as great, as erect, and as autonomous as 

submis\i\e, etc).Eating Well", or the 

Calculalioiiofthc Subject An Interview with 
Jacques Dcmda’ in Who Comes after the 
Siihjei 1 ', Eduardo C.’adava and others (eds). 
Koullcdgc, New York, 1991, p 99 

9 Etienne Balihnr and Immanuel Wallerslein 
Rate. Nation, Class Aininguous Identities, 
Verso, London. 1991, p 4 

10 I am here merely drawing out (he conse¬ 
quences of GeetaKapur’sown.a.ssertion about 
Ihe complicity between the state and 
modernism in Indiainhcr 'CultiiialCivalivity 
in the First Decade the Example of Satyaiit 
Ray’, p 18 My remarks in Ihe text laise (wo 
large quest ions that I will deal wilhelscwhcrc 
Ihe relationship between modernity .ind 
the state, especially in the colonial/posi 
culoni.ll context, and Ihe availability and 
cogency of passive revolution' as a category 
of explanation 

11 Lei us note here Ihe excmplaiy figuiing ol 
Ihe contem|ioi.'iry for Geela Kapur in Ritwik 
Ghatak CAiiiculaling Ihe .Sell into History’, 
p 190) "how to construct a ligure that IS liuly 
in the process of becoming, in Ihe piocess of 
making choices while bailing dcalli, how to 
figure (he archetypal into (he contemisorary 
so ihal It hums with (he mortality of the 
historical subject" “ this {figuring the 
movemeni of the sainl-poctsj piovides him 
with a way both to humble his oserndiiig 
subjei lieity and to give it the passer of the 
< ollei tis-e For we know that the saml-pisels 
even as wanderers were embedded in the true 
cnileclivc of peasant and ailisanal 
communities and that they rose beyond ii. 
into vanguard positions of reformist and 
revolutionaries within the larger, 
hierarchically structured .society" 

12 This position is very sharply outlined in her, 
'When was Modernism in Indian/Thtrd 
World Art *’ where she says' “In India it 
looks as if there is a modcrnisiii that almost 
never was. neither in terms of Ihc .secular 
nor in terms of the avont-gardc sublime. 


Wiiiisfe. (iM^. we' seek otir peshibik 
except in a lived historical experience of' 
an imploding sense of sovereignty ?’’ (p 523). 

15 1 borrow the concept of 'rc-oecupation* 
from Hans Blumenberg, The Tegiiinuicy of 
the Modern Age (MIT Press, Cambridge, 
Massachusetts, 1985) in this magisterial, 
if ultimately unsuccessful, work, Blumen'* 
berg tries to argue that the distinctiveness 
of modernity, its Icgilimalion claim, in other 
words, cnincs into question only because' 
Its structure of propositions is reoccupied 
by problematics that belong to Christianity 
and which it has no business trying to 
answer For a philosophically probing 
di-scussion of this work, see Robert B Pippin. 
'Blumenberg and Ihe Modernity Problem’. 
Review of Metaphysics, Vol 40, March 1987, 
pp 555-57 

14 Appiah manages lo capliire something 
important in his phrase “modernist 
characterisation of modernity", even (hough 
his interpretation of it remains narrow in 
that It tails to capture the significance of 
pohluat modernity And because he docs 
noi take into account (he latter, his inter- 
prelution and assessment of posicoloniality 
ends up simplifying the whole problematic. 
On (he significance of political modernity, 
see my ' "Our rime" History. .Sovereignty 
and Politics' However, il is possible lo show 
that influential accounts of postmixiemity, 
such as Ihc one by Frcdric Jameson 
{Posiinodernism, or. The Cultural Logic of 
Une Capitalism, Verso, London, l99l)orby 
Jurgen Habermas \The Philo,sophical 
Disi nurse of Modernity, Polity. Cambndgc. 
I985| remain caught in the modernist 
understanding of modernity Jameson, 
because he basically sees postmodernism as 
resulting fioni Ihe extension of real 
subsumption (though he does not use this ; 
particular Marxian concept) losphcrcs hitherto 
excluded, namely, culture. Habi’ri nils, because 
he still thinks of modernity as an incomplete 
proiecl. Ihal, despite postmodern aberrations, 
i.s still worth pursuing For a historically and . 
theoretically more nuanced account Ihal does 
call intoqucslion the modernist understanding 
of modernity while vindicating medernity . 
ilscif, see Alain Touraine. Critique of 
Moderiiiiy, Blackwell. Oxford. 1995 

15 Actually, whal he terms postcolonial should . 
really he posi-posicolonial. since posl- 
colonialily was an attempt to go beyond 
colonial modernity by combining nnlionalisin 
and modernity 

16 Albert OHirschiiian.t'ai/, VoltcandLiyalty: 
Responses to Det linein hrins. Organisations 
and .Slates (Harvard llniversiiy Press, 
Gainbndge. Massachusetts. 1970); also see 
his recent 'Exit and Voice An Expanding 
.Sphere of Influence’ in Rival Viesvs of the , 
Market .Sotieiy and Other Retent Hs.says, 
(Harvard University Press, rambridge, 
Massac'hu.setls. 1992) 

17 I do not have the space here to complicate 
these remarks We need to investigate the 
ways in which Ihe enunciative modality of y 
the nalionar-seculai is stiuclured in the 
discursive field of ihe Indian modern. Not I 
everyone's discourse is aulhorilalivcly 
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nath)iuiJ/M;cu(ar; not everyone can kpeak 
for the nation In the scenarios we have 
examined. Ananihainurih> s discourse does 
not attain the status of speaking for the 
nation he would be seen and he would sec 
himself as working out a legional dialectic 
In fact one could argue that whatever his 
differences may be with Oivla Kapur he 
would ai some level subscribe to her 
conception of the liadilional .iiul the national 
modem 

But, and this would mark the moment of 
posiniodeimly in India now ilicic is a global 
circuilwhichliiinsihtgcogi iphicallv legionil 
into the Moating ncoillmii the tolklorised 
native into posimodcin nco luihcntic In his 
leccnl siory Akkivva 
Dccpavali Spcial Issue 19*14 pp 71 Isl) 
Ananlhimiinhv seeks to lelicci in a iiiodc- 
Ihat allcinales hctwiin the iiomc and the 
parodie on the posimoelern ippiopiiation of 
aswell ismotisatiimfoi tin nomiiodcrn I he 
stoiyis sliucturally and the malieallv rel.ited 
to Siiiyan I kudiire 

In this again lulobiogiaphieally 
striictiiicd sioiy we witnessed the aiithoi 
meeting .motileI of Ins el issm lies Sums.is 
IS a reputed .le ideiiiie in i iiniscrsity in 
Phil.idi Iphi 1 hcisiioss in i..li\epailicipant 
in the lio'hlv lishioiiible (iilie]iie til 
iiiodcinily diseniirse lie h is esolsi d lioiii 
progiessive M.ii xisiii to posimoele inism s 11 
liberalism ind moeliimsm But at the eetiiie 
ol his eonseloiisness is his elder sisler 
Akkiyya now eic.ul She w.is i viclim ol 
child ni.iiiiage .ibiiscel.mdihiowiioiit hv lui 
hushinil she hid icliiined to hei wielowed 
lalhci Allei his elc nil she hid brought up 
her brother lookeel alter the henise But hei 
heing/aclisilv like ih ilol Venk ila embodied 
a philosophy adislinclise undersi.inding 
Akk.iyv.i and hei eseiild is it sou like 
Sriniv.is \inihiiiiu the I ic ini.in icim lor 
the phinlass core that heilels time the i i 
sub|celisilv Intaet whateserphiloseiphieal 
position he has taken up in Ins siieee-.slid 
caic'cr has been cither because he warned 
to gel away fienn that woild or iiide'ed 
beeaiise he gol awav from dial world I he 
only thing he would he ag iiiisi is die iieo 
colonialist atlciiipl loeienoiinee her world 
as a lie Ones the |>osiinoilein sale ibiliiy 
ol Siinivas eiiliqiie ol iiiodcrnils 
cuiiiproniise the iiitlie ntie ilv ol his 
ceiiiccrii ' lh.it is the epieslion the story i 
set up III answer Siiiee an analysis of this 
stoiv eannol be undertaken here I iiieiels 
note ih.ii the subject positions .if 
Ananlhamiirthy/Veiik ila7Srinivas/Akk lys i 
can be orchcsiraleel within the lirsl andthirel 
seen.irios I have sketched 
IK As Claude Lefoit aigucs Ihe polilieal is 
thus revealed not in whai we call polilie il 
aelivily but in the double mineiiient wheichv 
the mode of institution of society appears .ind 
IS obscured II appears in the sense that Ihe 
process whctebyseie icly is ordered and undicd 
across IIS division becomes visible It is 
obscured in the locus ol politics (ihe locus 
in which parlies cuinpcic and in which a 
general igency of posser lakes shape and is 
reproduced) which bceonics defined .is 


poiticular while ihepnnci^ wf)idi|imrales 
the overall configuration H coneealed’ 
tienuurat v und Polilii ill Theory (Minnesota 
University Press Minneapolix. 1988). p 11 
In order to lefocus the question of ihe 
political the left would have to inmate a 
critique of die inodes of instituting Ihe modem 
society (which we have also been calling ihe 
social imagmiivl in such a way that ihe 
pnnciple itself is i.illed into question The 
task seems moie plausible and neeess.iiy 
pieeisely because ol Ihe disinlegraliion ol 
modernity as a social imaginaiy let us 
remenibei dm Marsisiii is indeed a iriliqiic 
of modernity iiid that tl ere is nothing 
paradoxical in demanding that the Marxi.iii 
concept ot m inniiaiieiil eniiquc be extended 
to Keason ilsell I develop this .irgunieni in 
my V iloiisiii} Ihe Present Poliiie.d 
Language, iiid the I ell tins) 

19 I am Hleniiig ot coui'e to Dipesh 
t hakr.ib.iilv s Posleoionialilyiindthe Aililiii 
ol Hisloiv h'ti’iimiltilioin Vol 17 Winter 
1992 pp 1 2(1 

20 Appiah iicvir makes clear what he me ms 
by non i sseiili ilisl humanism or 
iinieeisalism By Ihe s line token mdwidi 
IS miieli or is lilllc |uslilic.iliun one could 
iigiie lor I non essenlialist nation ilism' Il 
IS in inv case i mistake to dunk ih it 
huiiianisni or uni\eisalisin is ineomp itihle 
with nilionalism See Jacejues Dciiidi 

Ohio llicology ol National Hum niisiii 
(I’lole gome II 1 lo I Hypothesis) l>\fi>nl 
llliuin W/Ur 11 Vol 14 199'’ pp 121 

21 S I lliiiliy his loimul.iied this 
Willgensteinl in insight parliculaily well 

Ihe cxisleiiee ol eeltain shared piacliees 
inv ol which inighi not have existed is ill 
ih II oiii h IS lilt' (It lei minate reasons lo s ly 
or (to inylhing tests on Sti'l it is 
conipaiibl. widi ihcii existence that other 
(hilt lent loiiiis ol lile also exist Nmiiinl 
Riti\on\ l‘t I',{ 1*1 iiml Poht\ (Oxioid 
I niveisiiy I’icss New York I9h9j p y 
Also see hei di eiis.ion of theorising ilsell 
IS a pi iciice (in pp 200 (12 In a ditlcieiit 
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but not unretated. cdAtexi, Anthony Appittn 
mokijs same philosophically subtle suggest¬ 
ions regarding how one might develop the 
idea of 'noncoherence of practices" I am 
insisting that there is much lo be said foi 
the noncoherence of our different practices 
for the exislene e of thcones that empower and 
illuminate certain projects in ways that simply 
sav so whai lo^he fact (hat they conli.idiei 
other theories that belong lo other projects 
Once niotivaled this noncoherence can be 
seen as both necessary and desirable 
Anthony Vppiah folcrable falsehoods 
Agency and the Interests ol Theo/v in 
( oust ifuem es nf I hems Jonathan Arae and 
Baibar.i Johnson (eds) (Johns Hopkins 
Umsersity Press B.illiinnie 1991)^ p 81 
Ihe remarks thal I have offered aie mil lo be 
I iken IS lonelusions ihev aa mc.inl r.ilhcr 
lo indicate wh.il seems to me lo be a Iruillul 
diicelion m which a theory ol the Indian 
niodcin can he pursued .is a piiihiciiialisatioii 
ol our modernilv I here .iic I Ihink elcai 
altmilies belween what I say heic .ind whit 
I see as the apprimch imdcilyiiig Parih i 
( hallerjec s pioposal for i eriiiqiic .d 
modeinity in his flu \iiiiiiii i/ik) Iis / log 
niciils ( {iliiiiml iiiiit p{'\li {ilmiuil Hismiu s 
(Princeton I Iniveisilv Piess Piiiicelon 19911 
Howevei the ide.i ot ihe fiigmenlary 
leeomincndcd by ( Ivillcriee following 
Civ.iiu nelia P.inelev le mains too iiiclaphone 
its metaphorual chiige even obscuiing its 
coneepliial reach liiilhermore Chailerjce 
seems ID think the liigmenliry needs no 
jiisiitication Thai laises many complex 
questions which I shall lake up elsewheie 
In insiiking the rhetoric ot the ft iginent we 
should as Maui ICC Blaiieliot .idvises us 
heed Heirida s warning There is 
icason lo Icai ihal like ellipsis Ihe 
Iragiiieni makes mastery overall that goes 
unsaid possible arranging in advance loi 
ill the continuities and supplements lo 
conic Cile’el in Maurice Blanehoi Tin 
Wiilinf’ii, Oissisii) (University ot Ncbr.iska 
Press Lincoln 1986) p 114 
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The NEP: The Dangers Ahead 

Ramaswamy R Iyer 


This article brings together in a broad synoptic overview a diversity of 
concerns relating to the NEP These include the danger of a deepening 
oj the dualism that already exists in India, the possibility of the erosion 
of some of the strengths and capabilities built up during the last four 
decades, the need for wariness in dealing with MNCs, and the 
importance of safeguarding national interests in the face of the 
inequities of the global maikel and the pressures of the global political 
configuraiion The article argues against a feeling of helplessness and 
in favour of a constant endeavour to enlarge the space for independent 
dec ision-maUng 


I 

WHAT the New Ltonomic Policy (NEP) iv 
expec tul lo bring about over a peruxi o( lime 
inav be summed up as lollows i sigmlicant 
increase in the rate ol economic growth a 
substantial exp insionot exports laigcinllows 
ol foreign invesiment and so on leading to 
an era ol unprecedented prosperity In this 
article that proposition will be taken as given 
without further discussion it will also he 
taken lor granted that the NEP will not be 
reversed to any signitieam extent and that 
the only couise open to us is to make a 
successol It applying such correctives along 
the way as may become necessary It will 
be further assumed that certain common 
criticisms, such as those relating to the fiscal 
and revenue deficits the continuing problem 
of inflation, and the inadequacies of the 
infrastructure, will be duly attended lo by the 
government What this article pioposes to do 
IS to outline biicfly and in general terms 
certain dangers which are now incipient but 
which may become manliest as the NEP 
proceeds further Some ol the points made 
here may have been made before by others 
in dittcrent contexts but this article seeks 
to bring a diversity of concerns together in 
a hioad, synoptic view 
A preliminary point needs to be made at 
this stage 1 he tendency to use the words 
‘libeialisaiion' and ‘deregulation' as 
inierchangcableisdangerous Liberalisation 
IS intended to mean the transition to a more 
open, market-driven economy With such a 
transition there will be need tor more 
regulation, nut less The regulation will of 
course have to be purposeful, ctficicnt, 
constructive and non-dilatory Regulatory 
bodies will necessarily have their 
bureaucracies A distaste tor bureaucracy in 
the pejorative sense of that word should not 
lead to a hostility to regulatory bodies under 
the mistaken notion that they arc somehow 
inconsistent with the spint ol liberalisation 
they arc in fact the sine qua non of 
liherali-sation The point need not be laboured, 
as even the World Bank stresses the need 


lor regulation the progress of privatisation 
in Biitain was accompanied by the 
establishment ol sectoral regulatory bodies 
and in the cit,idel of capitalism the US 
arc lo be lound some formidable rcgula 
lory agencies such as the Securities and 
Exchanges Commission and the Eedcral 
Drugs AdminisiMtion It is obvious that 
without regul iiion the profit motive and the 
cntrepreneuii.il spml - animal spiiits as 
they are some times inelegantly ad imprec isc I v 
referred lo - in iv produce many more scand ils 
like the infamous secunlies scam It is 
therefore a m liter tor some surprise that the 
distinguished lornier governor of the Reserve 
Bank of Indi i should have seen lit in a recent 
article (T/;/ l<()noiiiit Times June I 199S) 
to deprecate l.ilk of regulation and raise the 
bogey ol bureaucracy The danger surely 
lies not III an overstressing ol the need loi 
regulatory bodies but in a disingenuous 
acknowledgement ol that need (as a point 
that needs to be conceded in order to make 
the NEP .icccptabic) without any sciious 
intention of piovidingforcltective regulation 
and indeed with every intention of impeding 
the functioning ol such regulatory bodies as 
are established (as happened initially 
with SEBi) Having gut that point out ol 
the way, this .irticle can now proceed to its 
main theme 

II 

The first and most evident souicc ol 
misgiving IS the fact that while India may 
possibly become more prosperous under the 
NEP, It does not follow that it will become 
a more just and humane society, or that there 
will be a dramatic reduction ol poverty The 
danger here is that the divide between the 
upper classes and the ptxtr wi 11 widen I urthcr, 
sharpening the dualism that already exists in 
India The trickle down’ effect, (assuming 
that It works) may take a long time 
Meanwhile as the lifestyles of the middle 
and upper middlcclasseschangcdramaticallv 
and begin to resemble the lilcstylcs in the 
afllunent west or their images as seen on the 
ubiquitous 1V, the drab lives of the poor will 


seem even di abberand harsher their poverty 
and depnvation will be accentuated by 
contiast Unless the policy-makcis heed the 
needs of the vast masses ol this countiy 
(aiound 700 million) and not metcly those 
ol (he iich and the middle classes (estimated 
v.ii lously .11150 to 300 million), social uniesl 
couldl ikcpotcnli illydangeiousloims While 
inc.isuics such as basic needs progiammcs, 
publii distiibuiKm sjslcms some loims ol 
socmI sccuiily employment geiicialioii 
schemes iiid so on may mitigate haidship 
and iiiipiosc the lot of the pool, the dualism 
III ilic countiy may still lemain shaip One 
woiidiis whcihci anything c.in be done 
ICC’ iiding this without invoking ideas which 
may iiiii counter to the new philosophy 

III 

1 he second dangei lo take note of is the 
possibility ol the ^.iidiial loss ol jiienglhs, 
capabilities ind skills hiiili up assiduously 
osii loin dec.idcs Whatevci thecirorsand 
ik liciencics ol the old policies, it cannot be 
denied III It they did icsult in the cieation ol 
I siion ' hmhiy discisilicd industiial base. 
A i.onconiii int lo this \s i. the cnieigcnceof 
line skillcil ssoikloicc iiid a siiong body 
ol indusiiiil tcchiinloeic il ind managciial 
ininpouci Ibcse lu the slicngths of the 
liidiin economy is i cinbiiks on the new 
paths ( b iiiid by the Nf P ihcse lie among 
the Ic limes uhich intcicst the potential 
loicign mvcstois and these aie what enable 
us now to talk ab( iil collabotalions.ind | 0 iiU 
vcimiics With the disinaiitling of import, 
cxcli mac md iincsimcni contiols, and with 
the piogicssisc icduc lion ol customs duties, 
Indi 111 indusiiy will I ice secciccompetition 
C onipciition IS one ol the caidinal principles 
ol the new philosophy it is exjK-'ctcd to put 
pressuic on the Indi in indusiiy lor bunging 
about impioscincnls in iiualily and tost- 
rediiciions ind thus benefit the consumer. 
In piinciple ihii may be desiiablc. but we 
c nmol ignoic the bid th.it (apart liom ftW 
time needed loi ad|ustnieni .iiid the stiesses 
nisolsielHIii conijictitionnily inmanycascs 
be nnee|uil and non suivival may not 
nccessiiily u III ml the conclusion of 
iiicllieiciicy ( in Indi.in industry, however 
cllieicnt tike on giant MNCs with their 
conini inelinci isiionoinic.il icsotiiccs,then 
vastR ineincsi ihlishmcnls then tiemendous 
maikciinc, siicngih and then global letich’ 
Applelicnsions on the pait ol Indian 
ineliisiii ilists on these giounds aie usually 
dismissed del isiscty .is a hankei ing alter the 
shclteicd conditions ol the past and perhaps 
thcic IS I mcasuie of iiuili in ih.it criticism, 
butihcicis iiealpioblcmhcic Unfortunately, 
iheie seems to be little conccin among the 
policy m ikci sand their.academic supporters 
loi the letcmion ol the .ichicved slicngths 
and capibililics 

Tlic i|ucstion IS not mciclv one of import ■ 
libcialisation and its impici on Indian 
indusiiy changes in intcinal industnfll 
policies will also cicaic some pioblemsk,-'^ 
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Barlier policies of reservations, soft loans, 
tax concessions, and so on. have contributed 
to a rcniaikahlc growth in the suuill stale 
sector There have been some related pro¬ 
blems which wc need not go into here Tlie 
point IS that small-scale cnicrpiises arc today 
important actors on the Indian economic 
scene, employ large numbcis ol people and 
cuntnhutc signiticantly to India’s exports 
As the old industrial politics ihange. and 
someol the special nie.isuies lavounng the 
small-scale sector disappear, small-scale 
cnterepriscs will tonic under sticss Some 
commeiiiators Icar that tin competition Irom 
the Indian laige scale set lor and Irom imports 
may result in the decimation ol the small- 
scale sector, such Ic.iis mav be exaggerated, 
but there is hardly .iny doubt that the small- 
scale set lor will lac e sesere lid lit ulties under 
the NtP While ih old protective regime 
cannot be maitiiamed mdelmiiely small- 
scale industiics may need some assistance 
in making the tr.insiiion to the new siiu,Uion 
Similarly, daiiy development (which has 
madcreinaikablc siiides in ihis countr)) has 
been delibei.itcly brought ,iboui (laigcly) 
under a co-o|'craiivc’ lorm ol organisation 
Dcliccnsing and the .uKent ol the otg.imsed 
industry into this .iiea mav piesent severe 
challenges lo the co oper.ilnes Anolhci 
matter ol s|H’cial concern is ihe pcculuir 
situation 111 which public enteipiises as a 
class lind themselves undei the M P .md 
the indillereiicc ol the government to their 
problems, but that is too laigc an issue to 
be discussed licte 

The point that is sought to be ni ide is that 
the stiengths and capabilities airc.idy built 
up, whether in Ihe oigamscd industry (public 
and private), Ol in the sm,ill scale seitoi or 
tn the co operative held, arc in some danger 
ol ciosion .md decay under the new 
dispensation, and ih.it some i ate needs to be 
taken lo avert that dangei What is being 
advocated is not a rctuin to old sty le policies 
but the kind ol snppoiiive lelaiionship 
between the government and indigenous 
industiv ih.U has piev.iiled in Jap.in South 
Koica etc It is by now generilly ucopied 
that the ‘l.asi Asian Figeis .ichieved their 
successes noi through .1 blind laith m inaikel 
forces but Ihiough a puiposclul kmdol stale 
intervention 

in passing 11 may also be mentioned that 
'liberalisation tiecdom lioni red tape’ ‘the 
loosening ot the buieauiiatic stranglehold , 
etc. which aie cl.umed <is the gieai virtues 
ol the NHP. aie essentially meant lor the 
organised (priv.itc sccioi) industry the NhF‘ 
takes hardly any notice ol those outside that 
charmed ciicic 

IV 

Another area ol concern aiiscs Irom the 
advocacy ot agricultural exports file 
argument is that Indian agricultuie has 
.suffered because ol low prices and movement 
restrictions and that the Indian larmet should 
be allowed to re. Iise the benetit ol the best 
international prices But what will hapiKii 
10 our tood sccuiily under those 
eircunisiances'' It may be argued lh.at India 


can simultaneously export some a^cufturai 
products and import others Wc can of course 
export some superior varieties ot rice 
(basmati) and im|ioit medium vaneties, but 
this can only be a limited proposition 
Considering the projected magnitude of oui 
Ititurc tood ncids. selt-sulliciency in 
foodgrains m.ikes some sense for India, we 
have to be careliil .ibout allowing exports ol 
loodgrains Ireelv and hoping lo meet 
shoiiages Ihiough imports The export ot 
vegciables, liiiits and the products ol agro- 
based mdustiics is ccitainly a gocxl idea but 
even here ihe needs ol the domestic market 
caiinol be totally ignored In the last yeai 01 
two. a subsi.inti.il part ol Indian coffee 
production has been exported to lill the gap 
cieated by the l.iihiie ol the Brazilian ciop 
As a lesull Iheie has been a shortage m the 
domestic maikei .md coticc pnecs are veiy 
high the puce loday is about lour times ihe 
price which was piev.iihng two years .igo 
This IS causing serious dilfieulty because m 
south India eveiybody (not merely the rich) 
drinks collee it is regarded as a necessity 
ol d.nly hic It is hardlv possible to tell them 
dial collcc IS not a necessity and that they 
could drink lea msiead What has happened 
III the case ol collee can happen in the case 
ol some olher agricultural commodilics 
.IS well, it agncultuial exports were Ireely 
allovseci At the same time, it may go against 
Ihe gr.iin ol the new economic philosophy 
lo impose any reslnc lions on exports fhete 
isnoeasy answei tolhisconundrum Suitable 
jiolicy lesponses will have lo be lound to 
siiu.rtions as ihcs arise 

Phere is also the ijuestion whethei the tree 
operation ol market lorces and the higher 
prolil.ibiliiy ol certain non-toodgrain crops 
(it that be the case) m ly lead to a diveision 
ol .icreage Irom loodgrains to those irops, 
w hclhei this should be .accepted as inevitable 
and n.Uiiral. 01 whethei such an cventualily 
c.iii .ind should be obviated through 
appropiiale jiolKy me isuies, and il so what 
those policy me.isuics may he Those 
qiiesiions will lead us into a lull scale 
discussion ol agticiillural policy as a whole, 
which cannot be aiiempicd here II needs lo 
be said, however llial m general the sup 
porters ol the NLP who advocate the exlen- 
sion ol the inaikel lorces philosophy lo 
agriculture do not appeal to have thought 
through the coniplcxiiies involved 


The 'ojicniiig up jirocess renders India 
increasmglv vulnerable lo external linancial 
turbulence In the past, the Indian capital 
markel was lel.Uivelv isolated II stock 
markets crashed m Japan or the US, there 
wav no immedhiie imp.ict on (he Indian 
capilal market Ih.it position has changed 
The Indian capital maikel will in lutuic tcci 
the ellects ot developments elsewhere 
Similarly the jiroblem ol ‘hot money’ Hows 
was of no concern to India eailicr, but today 
India IS as vulneiahic as any other country 
and this vulnerabiliiy will increase when the 
rupee becomes convertiblcon capital account 
in clue course Purthcr while we may take 


satisfaaioii in the increase (nfloWsof fohiiigh 
investment funds into India, foieign direct 
investment (FDI) is only a small jsait of this, 
a signilicaiU pail ot the inflows is in the 
fonn ol poiilolio investment, which is noi 
real investment but merely the inflow ot 
linancc capital However, these are familial 
jioinls which do not need to be laboured The 
minisiiy ot (iiiancc and ihc Reserve Bank ol 
India may be picsuincd lo be well awaic ol 
these matlcis 

A moie impoil.iiil question is one ol 
contiol Wiili Ihe icinoval ol the old ics 
liictions on the extent ol non-Indian equity 
m IndMiuompanies, loicign pimcipals have 
been incieasiiig (lieu holdin<'s in many 
cases "Ihc lontiol whicli had e.ii lic'i been 
wrested with soitu dilliciilly lioni MNC s 
mav now pass back inlo iheii hands 
Companies which aic' wholly Indian may 
also gel liiieign sli iichoklcis cither Ihiough 
portlolii) investmeni by bib or Ihiough 
equity siibsciiplion by the loieign coll.i 
boi lUiis Indian comp.inies Imtling it dilli 
cull lo compete with laige and poweiltil 
toieien business liouscs iniy seek toieigii 
coll.iboiation an.'iT'enients mclnilingc(|uilv 
mvcsimi'iils, on tin imiRipIcol ‘ilyoucan 1 
be.It lliom join them Ovci a peiiod ol time 
inan> Indi.m companies may become 
siibsidiuies Ol even divisions ol lorei»n 
comp.inies 01 MNCs 

MNC s aie also being weltomeci with 
open aim. into ciucial iinl 'cnsitive mlia 
sliiKliiial aie,IS such is powci L’ciuialion 
liydioi .iiboiiexploiei'on md leliningamlso 
on I’loinisiiu'oil licld.discovciedbyONGC 
.lie being liaiidi d osci lo loicign compinics 
(01 deselopmcni md c cjiloit.ilion that is 
tosav k'l m ikiii" money wilhoiit taking any 
iisks Piiviic includin liacign invcstincnt 
111 the powc I sec toi is be mg iiivited on teiins 
,ind conditions winch ccm.idveisetolndi.i’s 
inteicsls bvenliic VVoiIdliankhasqucstioned 
the kind ol taiillv, guarantees and counlei- 
giiaiantces that India has been olfciing in 
01 del lo alli.ui loic'ign iinestmcnl in powci 
gencialion Ap nl liom ilns, it is iiomc that 
the I omnianclin>' In 1 '111 ’ nl the ecoiiomy 
whitli Wen oni. iippo id to he ocuipic I 
by die puhin .clIoi md liom vhicli cyen 
the Indi.m jiiiv.ilc 'ccioi was excluded, .ue 
now bcingeneigclically andcnthusiasticallv 
handed o\ci to iMNCs* 

llicic .Ilf othci issues relating to MNCs 
winch i.in only be mentioned in passiini 
lull' Ini instance, the ciucslions which the 
enti\ ol iMNC's into the aica'- ol agiiculluic 
and agio-pioc cs.iii" gives use to, the 
quesium.ihic social v.ilue ol then entry into 
indiisli les MIC It as sol tdi inks, bicaklast loods, 
potato chijis etc. and the laige outgo ol 
prolits which may aiisc tioin this, the lavish 
lemiineiaiion jiackages that MNCs otiei to 
their eniplovees, the cnoi moiis sums they aic 
piepaied to pay in nib.in aieas lorolliec and 
resideniial aeconimodation, and the impact 
these mav have on .salaty levels, teal estate 
values and lenlals, and .so on 
B.isl Indian (cats in icgaid to MNCs might 
have been exaggerated and might have 
lesnlted in conliol measures which slultiricd 
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cannot bo ^smi'ssed a$ emitviy imaf^nary. 
Ii was not merely India that feared MNCs 
aconcem abourMNCs was fairly widespread 
not very long ago, and there was even a move 
under UN auspices to lormulate a code of 
conduct lor MNCs One does not hear much 
about this any more but that concern has not 
ceased lolie relevant Some wariness in this 
regard will not be out ol place 

Unlonunatcly, instead ol wanness there 
IS some danger ol collusion The new bclicis 
in the inherent cllicicncy ol the pn vale sector 
• ihc importance ol FDI the imperative ol 
globalisation and thcdcsirabiiiiy ol inducting 
pnvatc capital (domestic and foreign) into 
the inliasiruciuial areas provide wonderful 
opportunities tor large-scale corruption, 
inclividual and political Oncol thecriticisms 
ol the old system was that controls tended 
10 bleed coiruption hut Ihc new policies 
seem loollcrscofic lorcoriuption on a scale 
unheard ol bclore li m.iy be argued that 
i (irruption is a sep.ir.itc phenomenon and not 
a Loncomilani o( the NEP but it would not 
be unfair to say that Ihc NfcP increases the 
opporlunities and (he lemplalions 

VI 

l,astly atleniion needs (o he diawn to a 
paiticularly insidious danger A naive beliel 
in market loiccs and the virtues ot 
intcinational ir.idc and the spell cast by the 
idea ol globalisation should not hypnotise 
us into inciging that the global maikel plate 
IS chai.iclcrised by equity or fair pl.iy oi any 
spec! il Lonsidci uion lor the needs and 
jspiiaiionsotihc poorci counliies Thi Hrandt 
Comiiiission the idea ol a New International 
bionomic Oidei the C.incun ( onlerence 
ihc South ('oniinissioM and so on hiviiiow 
become anticni liisiorv Iherc li.is been i 
decisive reasseriion ol wcsieiii and in 
ptiiiculai Anicric.in dominance over Ihc 
World Bank and the IMP, and even in I Inilcd 
Nations the third woild countries have lost 
whatever little inHuencc they had .uquired 
the UN IS in d.inger ol becoming a body 
which ritilies and legitimises American 
decisions laken in Amciica’s inlcresis (T hat 
,il .my r.ilc seems to be the objective ol ihc 
US ) The luncliontng ol the new World 
Trade Organisation is not likely to he very 
dillcrcnt Moreover, the US proiioscs to ret Jill 
us own powers ol unil.itcral action under its 
national laws such as the Super tOI 

India will he under constant and relentless 
pressure to open up its economy moic and 
more, conlorm to Ameticaii expectations on 
Intellectual Property Rights and j,o on at 
the same time India s access to the American 
and European markets will lace all kinds 
ol dilliculliesaiising from m.uicrs unrclalt*d 
to iiade Legitimate Loncern^ such as 
environmental protection human rights, 
labour standards, the pioteciioii ol children 
Irom exploitation health and salciy norms, 
and so on, may be misused as protectionist 
measures The political and security 
objcctivesol the US in regard to mailers such 
as the nuclear non-prolileraiion treaty (NPT) 


. J(#gy 

(MTCR) may also be pursued through 
pressuresonthetradelhint Thus,diepotential 
that (he NEP may hold for bringing about 
an expansion ot India's exports and an 
increase in prosperity is conditional on 
India’s ‘good behaviour’ in the eyes of the 
US, Europe and Japan over a wide range ot 
issues If India displeases them on any ol 
these matters doors may be closed to India’s 
exports and investment flows into India may 
dry up On the oihej hand, if India conforms 
tully to (he expectations of the US and gams 
increased access to the Amencan market and 
increased flows ot American investment into 
India, that too is not without its dangers 
Indian economic activity will become 
crucially linked lo the US, and (he importance 
of the US connection and tears of jeopardising 
It may reduce India’s capacity tor independent 
action still further (To some extern that 
inhibiting factor is already in operation ) 

We must not lorgcl that lollowing the end 
ol the Cold Wai and the emergence ol the 
US as the world’s single superpower, it is 
that country’s declared polity lo maintain 
American supremacy and to ensure that 
Amencan economic and security interests in 
any pan ol the world are not threatened by 
the emergence of relatively strong regional 
powers ’Strong in this contcxi refers not 
merely to military strength but also to 
economic strength Any country which 
becomes industrially and technologically 
strong has the |X)tcn(i al oi developing military 
strength it follows that control must be 
cxertised noi only over weapons capabilities 
bul also over Ihc giowlh of the industrial and 
technological base that provides Ihc 
underpinning lor such capahtlilies Serious 
impediments will ihcrclore he placed m ihe 
way ot technology development m India 
through stnngtni controls over technology 
transfers and over the exports ol a wide range 
ol equipment ,md materials to India, invuk 
mg Ihc dubious concept ol ‘dual use’ 

Pressures ol the kind mentioned would 
have been exerted on India anway, regardless 
ot whether India h.id embarked on the NEP 
or not they h.ivc not ansen hecamtt ol the 
NEP Bul the NTP with its stress on FDI and 
on glohalisaiioii and the abandonment of the 
oldnotionsof sell rehanccashcing autarkic , 
increases India s vulnerability to external 
pressure India will no doubt have lo learn 
to live in an mere ismgly dittlculi world and 
safeguard her ow ii interests to (he best ol her 
ahiliiy The short point is that a concern lor 
national mtcicsis has not been rendered 
II relevant by ihe idea ot globalisation To 
echo Cromwell s famous remark "Put your 
trust in God m ihis case, the market tones 
philosophy' and keep your powder dry” 

VII 

To cautions and criticisms of the kind 
outlined in (his article, there are certain 
standard respemses The first is to ascribe 
them to an antipathy to the NEP That is not 
nccc.ssanly true Even some supporters ol the 
NEP can and do share some ol the concerns 
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Is to look a( the vaffiifty df the ctmeems and 'vi 

not .'ll the putative attitudes behind them. The 
second lesponse is lo s.iy that the fears are 
grc.uly cxaggeiatcd .ind that even if pro¬ 
blems ot the kind anticipated do arise they 
can be easily dealt with Possibly: but before 
we deal with them we must first tully 
undersiand .md appreciate the incipient 
dangers Ihis ailiclc is inlcndcd as a 
conliibiiiion towaids that end 

The Ihiid icsponse, often accompanied by 
imp.iiicnce, is (hat there is no alternative to 
the NEP and all that it entails This may be 
elaboiaicd .is follows What choice do we 
have' Can we opt out ol the WTO’’ II we 
wsiiH mliastiuctur.il development and aie 
shori ol capital, can wc afford todiivcahaid 
bargain with MNCs' May they not lose 
inicicst 111 India and go elsewhere’' Can wc 
alloicl to take on the woild’s single 
supcrpowci' Should wc jeopardise oui 
cxjioiistoilieUS IhcllovvolUSinvesiments 
inio India and (given the mlluence of that 
tounliy) even the (low ol liiiids liom or 
undci Ihe .legis ol ihc Woild Bank/IDA/ 

IMF' II wc antagonise ihc US, is it not 
ixissible that wc may even fctce the prospect 
ol UN sanctions'” 

I o m.nny that set ics of rhetorical questions 
will seem quiie (K'lsuasive The temptation 
to succumb lo the dictates of the powertul, 
iccepi isuboiclin.ilc position, abandon visions 
ol indusiiMl and technological sliciigths as 
being ideas above oui sialion, icteive the 
accol.ido ol wesicin .tppioval. .md reap the 
rew.ird m ihi toi m of prosperity, will be very 
stiong Ihe piessurc m lavoui of such a 
choice liom those sections of our elites 
(bine lucr iiu economic industrial, 
micllcciii il) who chtiish ihcii sense of 
hcloiume U) Ihe LOIR spondinmnici national 
elites w ill K insiilioiis 

llowcMi oni hopes 111 ii iheie arc othcis 
in Ihc loimti) iiiwhomsuch.i Iceling ofinter 
helplessness such abject suiicndci, would 
not.ippcii cilhci icccptabicoi inescapable. 
WilhmiliL consiiamis and Imutationsofthe 
present woild siitiaiion, ii should still be 
possible loi us 10 iiy .md salegiiaid national 
interest and lionoui, piovidcd we are vigilant 
.md make use ol every opportunity ol 
enlaimn» the spite lot independent policy 
loimiil moil ind (Il eision making Al .my 
lale We have lo keep liymg lo slictch the 
limns and not give in lamely ihiougli a 
mist.ikcn sense ol lealism and uccasion.illy 
we must be picpaied to accept some dis- 
.igiic ible consequences Such an cllort will 
not be 0 isy but it needs lo be made It is 
111 ilic hope dial such a iHiiiit ol view, it 
cxplitilly slated m simple leniis, will lind 
some ic'sponsc (iioi nieicly imong the 
dimimsliing mimbcis ol people who are 
opposed lo the NEP bul ilso imong the 
supixiilc'is ol llio new philosophy) that this 
article Ins been wiiiicii 

[laingi iieliil iiiChii inWulhv i loi scinieiiselul 
cuniineills on i ili ill ol line mule Needless 10 
say he beais no lesponsibilny loi cvh.it has been 
wntlin heie | 
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A Marxian Social History beyond 
the Foucaultian lUrn 

Sumit Sarkar 

The London Hanged: Crime and Civil Society in the Eighteenth Century by Pelci Linebaugh Penguin, London, 
1991, 1993 


A STUDY ol crime and tapilal punishment 
in 18th century I ondon might seem to be 
of interest only lor a very specialised 
readership Its appeal even sMthin this limited 
circle may be indangerot diminishing lurther 
alter the charges ol tactual inaccuracy made 
by Sir Keith Thomas Regius Prolessor ol 
History at Oxford ‘ Such constrictions ol 
readership however would be extremely 
unlortunaic, lor 7 lu Lmdon //ringer/happcns 
to be a book ol quite exc eptional importance 
lorhistOMography intellectuallileingcncral 
and indeed contemporary politics The 
alleged citors concern m.iiters ol detail that 
must be Icli lor evaluation to specialists ol 
18th century history though I inebaugh has 
comelorward with what appears aconvincing 
reply I Icel, howevei that the importance 
of the basic arguments and hypotheses he 
has formulated would be little diminished 
even il some ol the chirges ol inaccuiacy 
be found valid Piotessional historians has e 
found some factual errors and iiiadequac les 
in Foucault s studies ol madness and 
incarceration without this seriously 
undeimining the profound impact of 
Madnew and Ctvdisatton and Diuipline 
and Puni\h (A comparison, or more 
precisely counter point, I intend to .irguc, 
that IS particularly relevant because Foucault 
IS the implicit interlocutor of much ol (flu 
London Hani’cd) 

Linebaugh had been a student ol Ldward 
Thompson at the Warwick ( enire lor the 
Study ol Social History and some will 
remember hi mas a CO .authorwith Ihompson 
of Albion s ratal Tra Cnnu and So<.iet\ 
in Eighteenth ( entui\! ngland(\')l‘>) That 
had been a significant landmark in the 
development ol Thompsonian’ social 
history, its point ol entry logethci with 
Thompson s own Wlin>\ and Hunters 
published the same ycMi into an 18th century 
England so long construed in terms of un 
ruffled paternalistic gentry rule or factional 
squabbles among the elite The British 
Marxian historiography of Hill Hobsbawm 
Hilton, and Thompson possibly the best 
and the most influential academic historical 


woik produced by Marxists anywhere - had 
then been at the height of its prestige, 
providing inputs into the ‘histones from 
below’ that were coming into vogue in many 
parts ot the world (It was an important 
impulse, lor instance behind the tonnation 
ot the Subaltern Studies projcct.cven though 
the latter has acquired a very different 
dominant trajectory today) But intellectual 
moods arc now qualitatively dilteient so 
much so that the fcononuc Review 

leels obliged to locate Thompson s( ustoms 
in Common (IV91) as ‘ part of a romantic, 
cmpalhetic historiographical tradition 
which IS no longer useful” having become 
outmoded in the eyes ol curicnt 
students (m] the ideological and research 
climate of the Thatcher years ’’■'Itissympto 
matic thcrelorc that some ot the hostile 
comments evoked by Linebaugh s book in 
reviews very diMcrent Irom Keith Thomas 
scholarly critique uses a cold war language 
that IS tiiumphalist (Marxism surely being 
at last dead and gone safely buried with the 
Soviet Union) and yet curiously nervous 
111 the very violence of its abuse Thus one 
reviewer is irritated by ‘the introductory 
rclcrciices to Maix and Malcolm X ’ and 
dismisses 7/ic London Hanged as 
‘relentlessly tendentious essentially an 
unsuccessful cl'ort to reassert the dis 
credited assumptions of an outmoded 
historiographical tiadition Another a 
historian who is also a Tory politician, is 
angry because though Lenin’s tomb may 
be under threat the histoncal certainties 
of Marxism lie undisturbed ’' 

T he angei is understandable, tori inebaugh 
remains an unrepentant Marxist What is 
much more important he is an exceptionally 
creative one who has triumphantly 
vindicated the best kind of Marxian social 
history of the 1970s precisely by going 
beyond it appropriating themes and spaces 
which It had tended to neglect 
The changes m histonographical moods 
have often had an appearance of naturalness, 
of an inevitable coming to terms with new 
circumstances and pressures The hopes of 


radical tiansloimation thiough popular 
initiative once aiouscd by happerfings like 
Victnim May 1968 the Piamie Spun" ot 
USanti warandciviliightsmovcmcnts had 
ebbed iway by the late 1970s and only 
1980s Iniiicst ind empithy foi lebellions 
and transfoimations liom below’ now 
appcarcdexccssivciy lomanlic andattention 
shitted lovN lids studies ol powei stiuctuics 
andassumptioiisotinexoiabic all pervasive 
cultiii il hegemony a mood expressed most 
proloundly by Foucault Thus as Linebaugh 
points out in Ins intiodiiction, the study ol 
crime within ibiondci liamcwoikot social 
hisioi) lint had started with Hobsbawm s 
social bandits’ and Rude s ciowd’ w,is 
intciiiiptcd and leversed soon altei 
Albion s haial life It was displaced by ‘ a 
conscivitisc oiientation that considcicd 
methodsolpn vi nliiipCiinics lathci than the 
ciiciimst inccs gisiiig nsi to them tint 
accepted the inert incxoi ibility ol the legal 
juggern lilt that I iscimtcd itself with state 
powci and tint doubted the existence ol 
classes Resistance tended to be lelcgatcd 
to the dorn iin of the puicly liagmentary and 
episodic to c linn ilcsqiic niomcnls of 
inversion and licence Crowd icsponses to 
the lybtiin public hangings m London foi 
instance wcic intcipicted as meie laucous 
spectacle a carnival that ultimately 
rcinscribed a deeper community (pp xvn 
XIX) In a p.iiallel move, the necessary 
lejcction of cconomir rcdiictionism that 
I hompson had i naugui aicd was ti anstoi med 
into a holy lear ol maitcis economic’ and 
avoidance ol questions ol pioduction and 
production relations Foucault’s mastcily 
studies ol model n institutions ol disciplinary 
power-asylums,clinics theaimy,schools, 
prisons - mc'iitioncd factoiies only m pass¬ 
ing, and remained significantly silent 
about business firms and multinaiionul 
corporations 

Western’, and eventually all Marxism 
simultaneously came unclci attack for its 
alleged Euro ccnliism’-achaigethatcould 
appear to be particularly damaging for a 
social histoiy, the foundation-text of whioh 
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of the 'English' working dess, written 
moreovei by a histonan who subsequently 
spoke with some pride in a famous polemic 
about the ‘pcculianties’ of the English 
Hobsbawm apart, the great masters of British 
Marxist historiography have admittedly 
written little on empire Such inadequacies 
came to be felt more deeply in the new era 
ot vastly intensilied globalisation resurgent 
neo-colonialism and racism and the rise to 
unprecedented prominence of expatriate third 
world intellectuals located or seeking 
liKation in. western universities There was. 
It needs to be emphasised a real absence 
here, which helps to explain what tan be 
summed up in shorthand terms as the shift 
from Thompson, not )ust to Paucault but 
even more sometimes to Edward Said But 
the critique ol colonial discourse’ tends to 
be marred by displacements of its own, lor 
which the old bogeys ol i rude Marxism and 
economic reductionism once again serve as 
justilications It has so tar added little or 
nothing lowirds the understanding of the 
realities ol lontcmporaiy tiansnational 
capitalism prclciring to recite endlessly the 
grand narratives of 19th century western 
cultural domination through Macaulay and 
English education which at least in the 
Indian context should have bccomehy now 
tediously I iniiliar The old prc'dominantly 
Marxist critique ol imperialism has been 
replaced by a locus on race and culture, 
firmly abstracted Irom class and piodiiction 
It IS templing to suggest some broad 
correlations here with the lived expenenccs 
ol migrant non resident intellectuals lor 
whom racial discrimination and questions of 
ethnic identity lend to have greater 
immediacy than cltss’ 

The post modernistic moods that 
underlie Foucault, Said and a host ol 
influential contemporary thinkers have often 
gone along with a subjectively radical 
orientation It is becoming increasingly 
clear, however that a narrow ‘culturalism’ 
which in effect detaches the entique of 
Enlightenment rationality and colonial 
discourse from the structures of capitalism 
and mperialism is ‘inherently incapable' 
of resisting the current global advance ol 
‘frec’-market neo-libcralisni an ideology, 
incidentally, that c an claim quite impeccable 
descent from the Enlightenment, but 
somehow manages tocscapcdetailedcniiquc 
in the anti-rationalism campaign * Empathy 
for the ‘moral economy’ ol peasants and 
artisans, and projects that try to rescue the 
wretched and the defeated of past generations 
from “the enormous condescension of 
posterity", m Thompson’s once oft-cited 



today's hosannas for rampant consumensm 
and unrestricted Imssn-fatre 


The London A/angecf deliberately seeks to 
go against this tide of current orthodoxy it 
“gives us exceptional insights, pitiless and 
without moralising, into the conditions ol 
labouring life among those whom the 
consumer society consumed Its principal 
data-baseconsistsofthebiographiesof 1,242 
men and women hanged at Tyburn, Lxindon, 
between 1703 and 1772 comgiled and 
published by the jail official kilBwn as the 
Ordinary ol Newgale, and cross-chccked by 
Linebatigh against other judicial, parish and 
apprenticeship records The aim, as defined 
by the author m the 'Introduction', is to 
pursue the suggestion made in Thompson's 
Making of the Fnglivh Wot king Clatt( 1963) 
to lollow the early history ol labour 'into 
the annals of crime’', investigating how in 
18th century London the ‘class war may 
have been fought out in terms of Tyburn 
the hulks and the Bndewells on the one 
hand, and crime not and mob action on the 
other' (quoted in Linebaugh, p xvii) This 
then IS not any narrowly-bounded swtal 
history ol t rime. but. as Linebaugh explains 
in his reply lo Keith Thomas a ‘book - 
about class Against the light ol accumulated 
property is the dark figure of enme I write 
about the development ol a relationship the 
class struggle and the wage The same 
point IS made with true epigrammatical 
brilliance in the opening paragraph of The 
London Hanged where Linebaugh draws 
our attention to the obvious but seldom- 
noticed double meaning of capital' 
signifying both crimes punishable by death 
and the accumulation of wealth founded on 
the produce ol previous (or dead) labour - 
this book explores the relationship between 
the organised death of living labour (capital 
punishment) and the oppression of the 
living by dead labour (the punishment of 
capital) (p XV) 

Such remarkale widening ol horizons 
becomes sustainable only if the sharp 
disjunction - of Victorian midclle-class 
provenance hut one that infiltrated Marxist 
language through the term lumpen- 
proletanat and lingers on at times even in 
some of Rude’s work-between a ‘cnminal’ 
subculture and the ‘respectable’ pooi is 
abandoned as unhelpful lor 18th century 
contexts '' Statist.cal analysis of The London 
Hanged by occupation and pansh origin 
alike, reveal little marked distinction from 
the overall profile ol the London labouring 
poor,'' and a similar conclusion emerges 
from the multitude of biographies extracted 
by Linebaugh from237 issues of the Newgate 
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om&tfifjry Aeetfiinh'tkBtovant fueft - 
cfUclaL we shall see. to the principal thruM 
ol Linebitugh's argument - are the procBsN 
ses ol criminalisation and vastextensionsqj^ 
capital Climes so cential to English 
histoiy during the century after thf^ 
Restoi ation The bulk of the capital statute!!, 
significantly, weic oiieiued towards tht' 
detcncc ol piivntc pioperty and a smgjq 
legislation the Waltham Black Act of 1723^ 
analyscdinThompson’slV/iigsa/id//im/««, 
created in tlieoiy 200 new offences tint 
could be punished by death Of the 32^ 
adjudged guilty at the Old Bailey session qf, 
Januaiv 171^5, 29 had been chaiged wlthJ 
crimes igainst propetty mosily ol object^ 
of small value, lalhei than money-and 
the cai ly I Kill century you could be whipped 
tor sic ilmg goods wot ih less than a shilimgj 
burnt m li.md toi values between a shilling^ 
and 1 1 VC shi I It ngs and ii anspoi ted or hanged' 
for higher valuations What was betn|;j 
ciiminaliscd, Linebaugh argues, is 
snoimous range of customaiy priqui.SifoS' 
and appioprialions ol pioduceis, at a Ume 
about w Inch in the woids of a histonan notj 
known loi any p.irticiilai ladicalistn 
‘ historians have not been able to cxplail^j 
how the pool lived " 

I he London Hanged howcvci, does 
seek to give i inciely hum initaiian accoun] 
of the sill Ici mgs ol the poor or the cxcesse$: 
ol an oppressive legal system and it! 
biogr.iphic il sketches of the Tyhui n han, 
arc presented madcliberatclyunseiilimenud) 
oflendead panslyle Lincbaughisinten 
first in what he tails ‘cxcarccratiqn’*' 
resistance thiongh seeking to ilin away 
escape lustiee the heaillclt longing ft 
liet dom ihc detestation of conlinement. 
silent obscii ilion ol gales locks and wall, 

(p 12) which lie finds to hive been t, 
expel leiice common to those mcarceiiiti 
in woikhouses, manulacloiics and piisOifii' 
This IS countci-posed ‘to a rece 
hisiuno'inphical tiend exemplified b, 
Michel Poue uilt who sliesses incaiccrati 
in the great confinement’ and who mafo 
the rulcis ol goveinmcnt and society seel 
all powcilul (p 4) The book theiel 
begins with Jack Sheppaid house bieak< 
and gaol breaket whose repeated] 
ingenious and daring escapes fro 
confinement in the 1720s became a Icgi 
that sui VI ved in popular pantomime ballad: 
songs plays, and vase paintings so niu 
so ihii an olficnl commission quoted I 
Engels’ study ol Manchester labO; 
conditions in 1844 lound Ins name bet! 
known among child labouicis than 
Victoiia, Wellington Nelson and Napo! 

The ‘growing piopc'iisiiy skill andsu 




working people in escaping from 
iiewty created msiituiions - dcMgncd to 
plinc people”, Linebaugh pro vocaii vely 
ts, was one piincipal way through 
^-’hich the 17th cenluiy revolutionary 
llikditions at liberty and the tree boin 
^j^ftglishinan" were transmitied and 
Ifdfcvcioped, as ‘the aciisiiy ol freedom m 
^contrast to Its ideologiial oi (heoiclital 
j'* Impressions ” 

' But plebeian resistance is die least oi iginal 
Linelmugh’s new stresses It had been 
I central to the many ‘histones Irorn below 
\ofttieI96()sand 1970s aswellasioSubaltern 
'Studies in India in its caily phase By itscll. 
(his would have been no more than a 
fecuperation, necessitated by subsequent 
bfstoriugraphic.il developments but 
otherwise not ail that remarkable f ar more 
.(Knfcing IS the inlcrnalional dimension that 
IvLinebaugh has opened up, in which crime 
and punishment in London becomes the 
5;*entry-point lor a study ol the Atlantic eto- 
nonty ‘from below - and here he goes dc- 
i,* (fiMvely beyond his tcaehei. L. PTIiompson 
arc intioduced lirsi (Chapter Four) to 
1 the deep-sea woild ol ships and sailors, that 
Jiltked up ‘‘the handicralis of India to the 
planlatioii m Ainenca to manut.icturcs and 
^rpuiltng-nut in London 1 ahour aboard ihc 
w’Ship “combined the necessities of laige 
l^alc co-uperalion such as was lound on the 
(fi‘ plantation wiih the iniru acics ol the division 
v^of labour such as was lound m manulaciurc 
■t and Ihc vcrs,itiliiy ol individual skills such 
might be lound in haiulicrali' (p bb) 
Above all, "the ship was not only ihe means 
of communication heiwcen coiiiinents ii 
^^wai the first place where working people 
js' fromtheconiinenlscoinmunic.iic'd (pHd) 

^ 'Linebaugh goes on lo note ihai a by product 
^^'trtlhcccntr.iliiyol the slavetiadcio die ISih 
girCentury Atlantic economy w,is the growth 
I'^Of a substantial populaitoii ol slave and ex 
^1 slave Alio-Ameiicans in ils itiolropolis 
.‘London, consisting ol diummers liorn- 
piayers, liddicis piosiiiutcs cooks boxers 
and wnteis (p fS5) Ol the six men iritd 
^ for leading roles in the succcsslul .mack on 
Newgate prison during ilio (xirdoii Riots ol 
^'17X0, two were Airo Amciican ex slaves 
[pp 348-56) lliiouehoiii Linebaueh lues 
|fO highliglu Ihe scatlercd evidence ol 
lolidaritics ol c oniinon i ippre ssion and c lass 
dcrou racial divides Otii ol the necessities 
r^of communication abo.iui ship developed 
[jereolc and pidgin, going into ilic lonnaiion 
|of‘'an ‘opposilional culiiiie dial expressed 
own moiive ol jusiice Ciucial lor 
^^Linobaugh's .ugumeni here iie the two 
„onclon-basccl pioneei Aim Aiiiciican 
■rilcrs and activists, Oliobaht ugoano, who 
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combined calls for the abolitiopofi 
trade with a kind of prexo-pan-Africanism, 
and Olaudah Equiano. active tn the early 
I79{K helping ihc ladical English artisan 
Thomas Hardy oiganisc the London 
Corresponding Soiictv 
Linebaugh at one point suggests that by 
Ihc 179()s the coloured population ot London 
was ‘ (losing a sigml ic ant political challenge 
to the ruling class, whose ideology conse¬ 
quently needed lo be lelormed” (p 355) 
Though an element ot exaggeration may be 
susfiected here, there are still traces in this 
part ot Linebaugh’s book of what could have 
been developed into .in alternative way ot 
looking at western r.icism which, notably 
through ihc mapir impact ol Said's 
OiKiiUilnin, has leiidcd to acquire Ihc 
characicrislics of a transhistnncal constant 
totally detached troin class and production 
lelations Linebaugh s comment seems to 
suggest lhal the popular - quae ollen 
working-class - racism ol the 19lh century 
may have been in part an ideology which 
developed as a couiucr (o incipient altei 
native solidarities across racial divides The 
fKimt has a poteniial iclevancc lhal goes 
beyond ihc puicly historical or academic 
lor globalisation today is creating a much 
more inteinationalised laboiir-lorcc in Ihc 
metropolitan countries amidst conditions ol 
growing while racism lhal is oKcn sought 
lo be counicrcd purely ihrough forging 
ethnic Ol leligious solidarities ol specilic 
immigrant groups I inebaugh s then, is an 
interesiing hint unloitiinaicly it remains no 
inoie than lhal Saul is not referred lo 
anywhere in Tlir London Honied, and 
1 inebaugh apiiears unaware of the current 
vogue in ihird world hisloiy-wriling and 
cultural studies lor colonial discourse 
analysis absli.icled Irorn class 
I iiiebaugli s handling ol Foucault 
however is lully sell conscious, and whal 
he has achieved is inasierly dialectic il 
itanscendence His is far from being a simple 
rc’ieciion, lor Foucault s central Iheme ol 
growing disciplinary aiiihorily and tnleresi 
inlhc micio physics ol power is very much 
also Linebaugh’s concern with the very 
ma|or dillerencc that flir hmdon Haunt'd 
has been able to bring out brilliantly the 
connections between many ol the changes 
noted by Foucault and specific processes ol 
labour, (milil, and class struggle Thus 
I inch.iugh applauds Foucault's insight 
(notably in his Piuiplint and Piinidi) ihat 
the legal and penal relornis al the end ol 
the IKih century represented not a new 
sensibility hut another policy towards Ihc 
lolei aicd 1 1 legal i tics ol the A nc icn Regime’ 
Yet his phrase lolcraied illcgalilics' 


aggressively attacked, anci in the end 
suLccsstuily ex pi opii.iiecl, lights and usages 
that r 111 ploy ec.s had customaiily piactiscd' 
(p 404) 

riic basic coiiliibution ol The London 
Hanntd is to extend lo trade, uiban cialts 
and iTianiitacliiie llic l|icmc ol wliillling 
down o( cusioin uy lights and |ic'ic|iiisilcs ol 
toilers iliiough Ihe development ot absolute 
propel tv lights, which 'Ihompson, notably 
had opened up loi the English couiUiysicle 
thmiigli IV/iiei anti Hnntcis, lollowed by a 
senes ol (loweilul and eloquent essays*' 
Long clislancc hack without umloyn 
stand lids ol iiicasuiemcnl oi conlaincii- 
saiion .Micl the dispersed location ol iiiiKs 
ol production 111 hindicialts peiiiii'' ouiaiid 
hcierogeiicoiis niaiiiilac line could Ic id 
to conlusioii as to the ownciship ol (he 
means,matciials indpiodutisol pioduction 
tp 65) leaving wide spaces and times noi 
liillv ind diiectly unilci cmicpicnemial 
supc I vision I his CM ihled the peisisicncc ol 
whiil lioin om point ol icw would 
incic asiiigly he considciccl pilhoui 
embc/zIcnKiii .nni iiicllicicivy bin lioiii 
anolhci Well dclciidcd .is |h ic|iiisitcs holli 
ciislonmv md intdcd loi slim siiivival 
uncici conclilions ol vciy low wages (Moial 
ludgmeiits al iliis point inciclciilally have 
totakeduecogins inccol (he well-cslablishcd 
lad III n Ihc biggest lliicvts and swindhis 
ol IMIiicnluiyl nglancicaniclionuhc niosi 
ex died elides one need only iccall (he 
Soulh Sea Bubble and piimc ministei 
Walpidc hiiiiscll) ''’Lincliaugh sli imcwoik 
IS able U> icl He the piogiessivc ciiiniinli 
saiion ol LUsloiiiaiy .ippiopiialions ol the 
pioi through (ig(cnin‘’ u|)ot I iwsol piivaic 
pio|icilv pcn.ilcodes iiidpolice hiiicaiicialic 
aulhorily with lalional icchnolix'ic il 
innovaiioiis ind ihc tiansiiioii to I iciois 
production loi hoih piocesses were 
mlimalely bound ii|i with chanjing loinis 
ot capilalisi exii idion ol suiphis I he end 
results 111 olhei woicK weic Ihc nioclcin 
stale ind Ihe lacloiy, Ihc iatioi dclincci, 
stiikiiigly, as ’a place where the piiiiciplcs 
ol pioduction and punishment can be 
umicci ’ (p 285) 

Whal makes Linebaugh so impoil.ini it 
needs 10 becmphasiseci is nol any leiiciation 
ol an ahstiaci oi gencialised ’basc- 
su|ieisiiuctuie loiniiila, but a biillianlly- 
original sciics of detailed hisioiics bunging 
ouispecilicmlcrconncclionsm iwjjolei ingc 
ol IKth ccniuiy iiacling opeiaiions and 
prcxluction pioccsscs He begins with the 
inlcrnalional hade in tobacco so central to 
lhe|iie-coilon Atlantic economy, liiiking-up 
slave liadcis in Altica with Viiginia 
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and consumnrs (Chapter V). 'Socking' - 
London's plebeian slang for pilferage and 
illicit trade in tobacco - was customary, 
widespread, and impossible to stop as long 
as tobacco was shipped and unloaded in 
unenclosed bundles From the 1690s 
onwards, repeated elforts were made to 
safeguard and enhance profits through 
standardised and secure containers 
(‘hogsheads’), and two meanings of 
‘customs’ came into direct conflict with 
each other customary practices of sailors, 
dock-hands and porters which were being 
criminalised, and the otiicial Customs 
bureaucracy, which soon revealed itself to 
be corrupt on a vastly enhanced scale The 
interconnections unravelled by Linebaugh 
in this chapter ran nght across 18th century 
society Walpole’seltortinl733tosaleguard 
the profits ol tobacco planters and the 
revenues ol the state by leplacing customs 
duties by extise almost brought down his 
government, and so a chapter which begins 
with the hithcito unknown figure of James 
While, a London porter transported lor 
stealing tobaiio and eventually hanged, 
can end with a new look at a well known 
political crisis 

"Bejewelled by the watchmaker, grounded 
by the shoemaker, elevated by the haUer, the 
18th century personage was ‘made’ by the 
tailor’ and had his/her needs cared tor by 
a growing aiiny ol domestic servants 
(p 241) The“theme oUurbing ol customary 
peiquisites through tightening up of notions 
and legal delinitions of private property is 
worked out in illuminating detail by 
Linebaugh lor these “live trades” (Chapter 
Vll) The argument attains its climax in the 
chapteis devoted to silk and ship-building 
(IX-XI) Silk, concentrated in the East 
London region of Spitalfields where so many 
immigiants have settled through the 
centuries, Linebaugh reminds us, was lor the 
18th century ‘the fabric of power and class 
command” the language, simultaneously, 
of ‘haughty command’, and “a labour ol 
cringing subservience” (pp 257,9-10) The 
analysis ol cnminalisation of customs gets 
linked up here with a transition from putting- 
out towards the factory Spitalfields silk- 
weavers had survived through customary 
appropriation of wasted raw materials, 
recycled through plebeian ‘rag fairs' They 
were also exceptionally militant ~ “heirs to 
a history of heresy that included the Lollards, 
the Anabaptists, the Familists, as well as the 
egalitanan and millenanan sects that had 
burst forth dunng the English Revolution" 
(p 1 l)-andtheirresistance during the 1760s 
won for them, bnelly, certain collective 


through numerous (Uirtiamemary enactments 
reducing and tightening controls on “the 
interval between putong out mate^als and 
their return” (p 268). and then, far more 
decisively, by shifting textile centres to the 
Midlands and the North, moving from silk 
to cotton - and introducing the spinning 
jenny, for which Arkwnght lookout a patent 
in 1769 “ the divisions of labour”, 
Linebaugh argues, had earlier “been 
reconnected by activities in the street into 
an open system of assembly Afterwards 
assembly became increasingly closed 
behind factory walls Where once the little 
producer and the poor consumer met in Rag 
Fair in a thick economy ol their own 
‘underworld’, later they would find that the 
wastes that had sustained them were 
becoming distinct branches of a capitalist 
trade in by-products" (p 286) 

Chapter XI goes still further, for here 
Linebaugh lakes on directly Bentham - 
and Foucault’s - central metaphor of the 
Panopticon “the simple idea in 
architecture ’ which Bentham had claimed 
would provide ‘a new mode of obtaining 
power of mind over mind, in a quantity 
hitherto without example - of punishing 
the incorrigible, guarding the insane 
letorming the vicious, confining the 
suspected, employing the idle, cunng the 
sick, instructing the willing” ” Using 
Bentham’s coricspondencc, Linebaugh is 
able to establish the sinking tact that the 
idea had actually onginated with Jeremy 
Bentham s brother Samuel, in the specific 
context of the latter’s abortive efforts to 
instill discipline and efficiency in the naval 
dockyard being built by Catherine the 
Great’s fasounte Potemkin on the Black 
Sea Returning to England, Samuel busied 
himself constructing models of the 
Panopticon, while Jeremy drafted 
revisions ol the plan and wrote letters 
advancing the i *ca to influential people” 
(P 373) 

The fully elaborated model of centrality 
of control, apparent omnipresence of 
inspection as guaranteed by the invisibility 
of the ispector (he can see all but non>* can 
see him), and total isolation of those confined, 
has al way s remained, perhaps, a li ttle beyond 
reach though 2()th century concentration 
camp authorities have tried their best But 
the Bentham brothers did get a chance of 
implementing some of their ideas through 
Samuel’s appointment as inspector-general 
of Naval Worksin 1795 at a critical moment 
in Britain’s war against Revolutionary 
France, and at a site where capitalist 
innovation and the vital interest of the English 
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awlHCMWfifltd kn inkeparaftfh wiiya,^ 
]8lh oentiiry naval dockyaids on tlic 
had balanced a regime of very low 
irregular money-wages by tolerance 
practice of 'chips' customary appropn: 
of wood scraps and waste ciealed dunng 
as yet physically discicte work of hewi; 
chopping, and sawing ship timbers 
naval disasters of the Amencan war led tW 
repeated effort s to reduce what i he nuthontiilSifj 
now felt were intolerable levels of wastednt^ 
inefficiency Samuel Bentham played fi 
cmcial role in this process, in p.'irticuUl^ 
through innovations like the floating dtot|i 
which enabled the dock to lecetve fuU^ 
loaded ships (thus locating unloadi 
operations within a controllable space), 
planning a giadiial tiansiiion from ti|nbiar 
iron 'The ccntial thrust, Linebttu 
emphasises was in every case di 
towards ‘ciushing the power of shfj 
workers” through establishing effect! 
supervision and conltol ovui the dettuis 
the laboui-piocess, and lor this he w. 
to replace the ship workers’ apprenticesfi>toj 
system by Naval .Seminaiies “that wofl^ 
divide knowledge .iccording to class; iW 
common woikman and tlie ‘superfdK 
officers' would attend different branched 
(p 399) I ike Ftedciick Tayloi a centi^ 
later what Samuel Bentham wanted was 
take all the important decisions and plannittlj 
out ot ihc hands ol the woi knien’, entlti 
a situation in which the technic^^ 
organisation of pi (xluciion was not scp> 
fromtheloimsol workeis sell oigamsattohlf 
through evolving systems of managem(uy| 
that would “complete the despotism of capitail; 
in the pioccss ot pioduction” (p 400) 

The ciiibing ol the autonomy ot the pn^i 
industrial workforce through disciplinary^ 
and technological innovations was evident); 
bound up with specific kinds and uses 
‘reason ihiough which science 
command became allies, and “cl 
despotism was grounded less on f' 
than on rationality’ ” (p 400) Linchaui 
takes up this theme again in his concfudii 
chapter, ‘Sugai and Police the 
Woiking-Class in the 1790s, which is 
the tamingof the London waterl i onl ihrou. 
enclosed docks and the foundation of 
Manne Police Office in 1798 the very fli 
ccntrally-directcd and paid London poll 
force 'fhe key figure heie was Palri' 
Colquhoun Scottish textile maniilacfurei 
agent ol Biitish sugai plantation owners ti 
the West Indies, piincipal oiganiscr of 
1798 river police, client ot Home Sccict. 
Henry Dundas and friend of Edi 
Burke, hdw.ird Gibbon, and Adam Si 
He was also the aiithoi of numerous 



pointed out that the “progressive 
i^hiereases of crimes” is 'the constant and 
i Mver-failing attendant on the accumulation 
wealth" and so the organisation of the 
police “as a new Science” was viial ‘for 
the well-ordering and comtori of civil 
lociety” (p 427) 


Y As with the Foucaultian theme ot 
■'1 surveillance, though in Jess elaborated or 
explicit ways, Linebaugh is engaged in such 
passages in modifying and appropriating 
into a renovated Marxian framework 
elements of the critique of Enlightenment 
rationalism which has become so ubiquitous 
in recent times Integraicd into the study of 
changing laboui processes andclass conflict, 
|| that critique itselt become > much more 
discriminating and precise Enlightenment 
ceases to remain a homogenised, abstract 
label, nor is iis counter-point sought in any 
undifierentiated. pre modern 'tradition' 
What men like Samuel Beniham or Patnek 
Colquhoun were trying todestroy were quite 
specific artisan skillsandexpertise. 'rational' 
in their own way, while simultaneously 
establishing monopoly controls over the 
new forms ot knowledge in the ihtcrcsls of 
capitalist property Linebaugh's approach 
here comes close to the notions of 
artisanal 'counter-enlightenmeni which E P 
Thompson had touched upon in his 
posthumously published study ot William 
Blake “ 


Lanebaugh’s last chapter is marked by a 
note ot pessimism which seems a bit out of 
tune with the rest of the book It the escapes 
j' of Jack Sheppard had epitomised the vigorous 
independence ot the 'picaresque proletariat’ 

■of the 18th century, the transition to the 
V industrial working class governed by the 
^ money-wage is symbolised lor him by the 
'^1 Punch and Judy pantomime, which became 
popular from the 1790s, dunng the industrial 
i| revolution Punch is able to hang the 
hangman, as the London crowd in 1780 had 
destroyed Newgate pnson but otherwise 
Punch IS shown busy beating up everyone, 
friend and toe alike Disciplinewasbecoming 
internalised, the new wage-labourers were 
starting to do the hangman' s job tor him for 
the imposition of wages erected hierarchised 
(fistinctions between the respectable and the 
criminal poor, regularly-employed, casual, 
and unemployed, men and women, free and 
slave (p 441) 

Butthen . wasFoucaultrightaftcralLand 
not just for industrial society, but maybe 
earlier, too'' For it we are to judge by 
consequences, surely the picaresque 
proletariat had also tailed, and then escapes, 
jf nots and violations of property rights had 
achieved nothing substantial, had indeed 


furthered in a way die 
capitalist production-processes, (froperty 
laws, and state power And it wage-labour 
created divisions, the plebeian survival 
through 'crime' ol the 18th century must 
have often been at the cost ot those only a 
little better-off than they themselves as 
Linebaugh himselt recognises in his analysis 
of the Old Bailey jury There is, further, the 
question ot gender divides and oppression 
within plebeian communities, which 
Linebaugh discusses only briefly at the end 
of his chapter on the sailors as a picaresque 
proletariat, and does not handle in ways that 
can be considered adequate 
I do not think such unmitigated pessimism 
IS called for by the overall tenor ol 
Linebaugh’s data and analysis In his 
closing chapter, Linebaugh, for once, seems 
somewhat undialeciical, leaving no space 
tor the possibilities that were also opened 
up by the transition to factory labour So 
much of the real history ot the development 
ot democratic institutions and social wel 
tare structures in developed capitalist 
societies is bound up, alter all, with the 
pressures and struggles of organised 
labour Conversely, now that the concent¬ 
ration ot workers in huge factories that had 
provided the bedrock tor the labour 
movement from the I9ih century seems to 
be in decline, the opening up by Linebaugh 
ot the possibilities ot resistance in more 
heterogeneous conditions acquires con¬ 
siderable contemporary relevance Capita¬ 
lism, It IS true, has not yet produced its 
definitive grave-digger what it has never 
failed to provoke into existence and 
struggle, throughout its long and ever 
changing history, are what Thompson once 
called ‘armies ot redressers’ 
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Foreign Direct Investment 

A Solution to BOP Problems? 

Pronab Sen 

This paper addresses the central problematic: Do FDI inflows improve the short-run balance of payments or do they 
require qdditional foreign exchange funding in the form of foreign borrowings or through depletion offoreign exchange 
reserves? The answer to this question is crucial not only for formulating a policy structure for foreign investments but 
also in determining the position that developing country governments should lake with regard to pressures for liberalising 
controls on foreign equity. C- 


I 

Introduction 

IN the aftermath of the ‘debt crisis' of the 
early 1980s, the view that ‘foreign direct 
investments' (FDI) have a more salutary 
effect on the balance of payments (BOP) 
of developing countries than debt finance 
has become widespread. This is quite apart 
from the other benefits of FDI, such as 
greater productivity, better quality, lower 
costs, etc, which arc taken to be axiomatic. 
The obvious outcome of such a perception 
has been a sustained pressure by the 
multilateral aid agencies and OECD 
governments on developing countries to 
actively encourage FDI as an integral part 
of their BOP management strategy. 

In recent years, however, the lustre has 
worn somewhat thin on this prescription, 
principally due to emerging empirical 
evidence which suggest that FDI may have 
a more positive impact on the BOP of the 
onginating country than on that ot the 
recipient country.' As a consequence, even 
the World Bank has muted its otherwise 
enthusiastic advocacy of FDI by conceding 
that “...the empirical observation that 
profits on FDI often climb quite steeply 
after an initial period of unprofitability 
...suggests that FDI should not generally 
be viewed as a means of financing balance- 
of-payments needs over the medium term”.^ 
Theoretically of course this is nothing 
new,’ but the evidence had finally become 
too compelling to ignore. 

Despite the more pessimistic view of the 
medium-term effects of FDI that has come 
about recently, it continues to be heavily 
touted as a solution to short-term BOP 
management problems. Interestingly, this 
assertion has really not been subjected to 
rigorous and critical scrutiny either 
empirically or theoretically within a macro- 
economic framework - which is the 
appropriate domain of analysis. There is 
of course an enormous body of literature 
on the micro-economic dimensions of FDI, 
particularly on the behaviour of trans- or 
multi-national corporations, but this is of 


limited relevance to analysing the BOP 
implications. In its modest way this paper 
seeks to fill a part of this lacuna by ex¬ 
amining the short run BOP repercussions 
of FDI within the framework of a simple 
pedagogic macro-economic model. 

Before entering into the analytics, 
however, a few definitions need to be 
established. Total foreign investments, as an 
item in the capital account, can conceptually 
be divided into two components: (a) foreign 
direct investments (FDI): and (b) foreign 
portfolio investments (FPI). The definitions 
of these two forms of i nvestment are not the 
same to ail people, and hence a semantic 
problem may arise unless these are clarified 
at the very outset. Three definitions are in 
fairly wide currency today. These are: 

(a) ITI is the acquisition of domestic non¬ 
equity instruments; whereas FDI involves 
equity participation, whether in new or 
existing companies. 

(b) FPI involves the acquisition of existing 
financial assets, whether debt or equity; 
whereas IDI leads to an expansion of the 
equity base either in a new or an existing 
company. 

(c) 1^1 involves the acquisition of claims 
on existing real assets, whether in the form 
of debt or equity; whereas FDI leads to the 
creation of new real assets through equity 
participation. 

The first definition, although attractive 
from the point of view of financial manage¬ 
ment and corporate law, is much too 
imprecise in its economic content for the 
kind of analysis being contemplated in this 
paper.* As far as the other two definitions 
are concerned, it should be clearon reflection 
that they differ only with respect to one 
specific form of foreign investment - 
namely, the inflow of foreign equity capital 
for augmenting the equity base of an exist¬ 
ing company which is us^ to retire existing 
debt. Such investments would be treated as 
FDI under definition (b), but as FPI under 
definition (c).’ 

Although the two definitions differ only 
on this one count, thediflerence is significant. 
Definition (c) is more precise in that the 


distinction between the t^o forms of foreign 
investments is couched in terms of whether 
or not the capital inflow directly leads to an 
expansion of the real productive capacity of 
the country. Under definition (b) a grey area 
remains, which can cause some analytic 
problems. Moreover, the third definition is 
al.so closer to the common or popular 
understanding of FDI, which is always a 
desirable characteristic of any definition. In 
this paper, therefore, the term FDI shall be 
u.scd in the specific sense that it represents 
.in equity in vestment which is directly related 
to the creation of new real capacity. 

In dealing with the BOP effects of FDI, 
care needs to be taken in defining the time 
dimensionality of the analysts. This paper, 
as mentioned earlier, is concerned primarily 
with the role of FDI in short-run BOP 
management. The ‘short-run', in this usage, 
refers to the period in which the economy's 
producti vecapacity and structure are assumed 
to remain constant. Thus a convenient cut¬ 
off point for the analysis is the time at which 
the company or project embodying the FDI 
comes into production. Prior to this point 
in time, the BOP effects of the FDI are 
limited to the foreign exchange inflow aris¬ 
ing out of the capital transfer and that outflow 
the occurs as a direct consequence through 
the current account. Subsequently, however, 
a number of other considerations become 
much more important - such as export 
earnings from the FDI, import intensity of 
the project, reinvestment and repatriation of 
profits, etc. 

While these latter effects arc certainly 
important in assessing the worth of FDI to 
the national economy, and therefore to the 
issue of whether FDI should be encouraged 
or not, they are incidental to the central 
problematic that is being addressed hrge: 
‘Do FDI inflows improve the short-run 
balance of payments, or do they require 
additional foreign exchange funding in the 
form of foreign borrowings or through 
depletion of the foreign exchange re.serves?’ 
The answer to this quc.stion is crucial not . 
only for formulating a policy structure for. 
foreign investments but also in determining 
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theposidORlhat developing country govern' 
ments should take with regard to pressures 
for liberalising controls on toreign equity 

II 

Analytical Framework 

Consider a small open csonomy which 
produces two goods (a) an export product 
which IS not consumed domcsticaljy and 
(b) a composite home gotxl which is used 
for both consumption and investment In 
addition, it also i mports a consumption good 
and, if necessary capital goods I rum abroad 
TTic country is assumed to pursue a free 
trade policy with a fixed exchange rale " It 
does not however have an open capital 
account, m the sense that foreign financial 
capital cannot flow in freely but requires 
government clearance on a case by case 
basts, and that domestic capital cannot flow 
out at all 

It IS further assumed that there is 
unemployment in the economy so that 
domestic factors arc available at fixed 
nominal prices The production of the home 
good IS assumed to be unconstrained by 
capacity so that its supply exhibits constant 
returns to scale m the neighbourhood of the 
initial equilibrium Its output is therefore 
determined by the aggregate demand lacing 
It The export good on the other hand is 
assumed to be capacity constrained in the 
sense that internal diseconomies of scale 
have set m thus giving rise to an upward 
sloping supply curve even with constant 
factor prices 

With these assumptions the formal model 
may now be specified Consider first the 
export Under the samll country assumption 
and with fixed exchange rates the demand 
curve facing the industry is infinitely elastic 
at a particular domestic currency price Its 
output IS therefore determined entirely by 
Its production conditions With constant input 
prices, this implies that the volume of exports 
and the export earnings are fixed ex ante 
Thus, using appropnate normalisation the 
total export earnings m terms of the home 
good may be specified as 

X = X (1) 

As tar as investments are concerned the 
‘closed capital account assumption frees 
the domestic investment demand from 
international influences As a result the 
animal spints” of the domestic entrepre 
neurs can find free play m determining the 
level of investments In atypically Keynesian 
manner, this may be written .is ’ 

I = r (2) 

As IS usual in such mixJcIs, aggregate 
consumption demand is assumed to depend 
tinly on the level of real income Since terms 
of trade changes and international transfers 
have been assumed away real income is 


identical to the real output (G0P).'f1ws the 
aggregate consumption function specified 
in terms of the home good is 

r = C(Y) C > 0 and C" < 0 (3) 

where ( - aggregate consumption 
demand Y - real GDP 

Normally the imported component of 
consumption would be determined by 
aggregate consumption dermand and the 
relative prices of the import and the home 
good Under the assumptions of constant 
production cost of the home good constant 
pnceof the import and a fixed exchange rate 
the relative price between the two goods cm 
also be treated as fixed Therefore thedemanci 
functions fur the import with appropriate 
choice of units and the home good tan be 
specified as‘ 

M = F(C) = M(Y) M > 0 (4) 

D = C - M = D(Y) D > 0 (5) 

As can be seen the model conforms lo 
the most cfementary 'exibook version of an 
open economy Keynesian macro economic 
system Proceeding in ihe usual mannci the 
national income accounting idenfitics are 

Y=C + I + X- M (6) 

Y = C -1- S (7) 

Prorn (6) and (7) the trade balance of the 
economy can be wiitten as 

r = (X - M) = (S - I) (8) 


Equations (6) and (8) are the two basic 
equations that will be used in this paper 
These may be rcspecified by adding the 
structure from Ihe other equations as 

Y = C(Y) + I + X - M(Y) (9) 

T= X M(Y) (10) 

From (9) and (10) the effects of an 
exogenous change in I on the trade balance 
(T) can be dciivcd as 

dT dT dY - M 

(II) 

dl dY dl S + M 

where M = marginal propensity to import 
S = (I - C) = marginal propensity to save 

Having done the ground work, the effect 
of FDl on the economy can now be 
considered Assume an initial equilibnum 
where the savings and investments are such 
that the trade balance is zero “ Suppose now 
a new investment is planned by a foreign 
investor of a domestic currency value Z Of 
this, a fraction d’ is tor the purchase of the 
home-good and (I - d) is to be imported 
Of the total pioject value let ‘f represent 


av' “S <1 '■J' ' 

tbe {)«Tc«niiige wfgeir fi ’ 

equity by the foreign investor in the form 
of foreign exchange Thus (f Z) represents 
the additional inflow in the capital account 
whereas [(I - d)Z] is the corresponding 
payment for imports appearing in Ihe current 
account Therefore the net foreign 
exchange inflow directly on account of the 
FDl IS 

ll -(1 -d)17 

Notice however, that the amount ‘d Z 
enters the market for the home gtKid as an 
additional item of investment demand, which 
means 

Al = dZ 

Therefore from equation (11) i(je eticcts 
ot this increased investment dem ind on the 
trade balance may be specified as 


-dM 

AT = — - 7 

S + M 

Fhc total balance of payments effeef of 
the new investment is given by thediflcrence 
between the inflow in the capital iccount 
and the total outflow in the current account 
dM 

AB^lf (1 d)- ]Z (12) 

S + M 

It IS quite obvious from equilion (12) 
that unless the capital inflow is actually 
substantially higher than the value of 

tied imports(le I > I-d),lheBOPmusi 
necessarily worsen in the short run as a 
result of the FDl In ordei to appreciate 
the magnitudes involved consider the 
relevant parameters lor India which are 
(a)M =0 l‘i,and(b)S =0 27 Substituting 
into equation (12) yields 

AB = If + 0 64d - IIZ (13) 

As can be seen even if the project 
involves no import ot real capital (i e 
d = I) the equity inflow must exceed 36 
per cent of the total project cost tor it have 
a neutral effect on the BOP In other words 
any FDl which involves a debt equity ratio 
of above I 8 I will always make the BOP 
worse " This maximum debt equity ratio 
will decrease sharply as either the direct 
import increases or foreign equity share 
drops or both 

This IS such an obvious result that it cries 
out tor an explanation ot any contrary 
position One equally obvious explanation 
IS that the condition tor a positive BOP 
effect IS almost always satisfied, that is 
FDIs normally have a signiticanlly higher 
capital account entry associated with them 
than the corresponding current account 
entry This is clearly an**empincal issue, 
but the weight of common perception, tor 
what It IS worth, is firmly against it 
Moreover, some scattered evidence for 
India strongly suggests that the foreign 
exchange component ot FDIs docs not 
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ul iIk si iltc) V I'liL ol lliL 1C il capital 
tiled (or the project ' 

IL othu possible explanation is mat tin 
Ic minded model need above does not 
ire some impoitam instiiutio'ial and 
viotiral (actors which il taken into 
tint would reverse the [iiognos.s ITiere 
)( course a number ot lacunae in the 
;l but the most sigmlicanl ol these lo' 
Ul pose sol inalysing BOP el feels is tlic 
lee ol the monetary or linanc lal sectors 
h ha. been the basis ol the crilie'sm ol 
tsie Kevncsian sysie in by the monetarist 
tei revolution 


III 

>cdit Market Compliiations 

the model described in the previous 
in the crucial assumption that drives 
tsult IS that the additional demand lor 
uxM.ivStie investible icsourees arising out ol 
the bDI IS rcflcttcd only in the commodities 
maikct, but nut in the credit market Indeed 
the cicdit market is altogether ignored It 
should be appatent. however that it (he 
domestiL cuiiency value ot the loretgn liquid 
capital IS less than the value of (he project, 
as has been assumed then I inane lal resources 
must necessarily he raised in the domestic 
capital market This would presumably have 
some repercussions ovc and above those 
already taken into account 
The Keynesian justification for ignoring 
these repercussions is that the the economy 
IS caught in a liquidity trap' wheicby any 
increase in demand lor financial icsources 
IS met through corresponding mencases in 
the availability ot credit and not through 
interest rate adiustments ” Thus, in terms ot 
the lamiliar IS-LM Iranicwork. the LVIcurvc 
IS assumed to be infinitely clastK at a given 


interest rale over the relevant range 
The monetarist counter revolution 
selected the I quidity tiap as the central 
weakness ot the Keynesian analysis It was 
pointed out ih.it the ciedil market, like any 
other market L,miioi be presumed to follow 
a pu c quantity idjastment mechanism at 
all times out should have at least s(»me 
price adjusiniinis as well Thus aa excess 
demand tor loan ible lunds should give rise 
to an incr.ase in the interest rate II 
insestments arc interest rate sensitive to 
any extent and this is pointed out as another 
extreme assumption in the Keynesian 
lame work I lien the new investment demand 
will force out some existing planned 
investments Thus the net increase in the 
level ot investiiunt demand will be 'ess 
than the value ol the new invesonent Phis 
phenomenon is iclerred to us crowding 
out '■'At the limit when there i* pure price 
adjustment in the c redit market there would 
be complete crowding out’ in the sense 
that the real value ol iheinvcsimenisdrncn 
out would ex.icllv equal the value ot the 
new investment '' Within the IS-LM 
traniework these possibilities are rcllectcd 
111 the slope ot the LM curve, which would 
not be hori/onlal as assumed earlier but 
upward sloping .ind at the limit may even 
be vertica! 

For the purpose ol this paper it is not 
iiecessarv to explicitly spccily the LM 
curve, but only to retain awaieness ot its 
character and its determinants In the test 
ol (his paper it is assumed that the teadei 
IS tamiliar with the basics ol the IS-LM 
model In ordei to recast the model in the 
IS-LM mould some changes have to he 
incorporated in the earlier equations 
Consider first the IS curve in this case It 
IS simply equation (9), respccitied to make 


investment dfetnuid kcnsiii ve to (he tnicrcst 
rate (r) 

Y = CtY) + Kr, 0) + X~M<Y) (14) 

where 0 = a shilt variable representing the 
FDI project thus, dl/dO = d Z > 0 

dl/dr < 0 

Il IS e.isy U) venly that this IS curve is 
downward sloping in the (Y r) plane 

The trade balance ctieci in this IranKwork 
can be represented by another curve (call i( 
the T! cuivc ). which is the locus ol alt 
(Y r) combinations at which the (lade 
balance is zero 1 his is dcitved by evaluating 
equation (10 at 'I = 0, yieldinc 

X M(Yt-=o (15) 

CIciilv equatum vIS) defines a vertical 
iineorigmaiini! from the Y-axisinihc(Y, r) 
plane All points to the Icit ol this line are 
asscKiated with pos live balance nl trade, 
and those to the right with negative BOT 

In analysing the cticcts ol FDI in this 
Iramcwoik the kxrus's on the secondary 
BOT citects vzhich arise Ironi the increase 
in investment dcmai.d lor the home-good 
(d Z) The objective is to examine whether 
or not the FOI needs to have a c.ipual account 
entry (( 7) greater than the value ot the direct 
imports for the project |(l - d) Z| in order 
to prevent a dclerior ition in the short-run 
BOP The situation is depicted in Figure 1 
The initial position is shown at point A 
where the goods m.irket (leprescnted by 
ISI) the money or credit market (repre¬ 
sented by 1 MI LM2 or l-M 1 each repre 
senting dittercni assumptions regarding (he 
adjustment mechanism) and the trade 
Kilancc (shown by IT) are all at equili¬ 
brium " 

1he ellect ol toe FDI is to shift the IS 
curve to IS2 the hop/onlal shill being 
(td M Z)/(M + S)| The trade balance 
effect IS given bv the hori/onial distance 
between the TP curve and inc new internal 
equilibrium (the intcisection ol the IS and 
I M eulves) Note that LMI reptcsenl. the 
earliei “liquidity trap scenario It is obvious 
that with the LM curve being upward sloping, 
the trade balance ellect will be less negative 
than derived before (AB in the diagram) 
The important point, however is that the 
eltcci continues to be negative except with 
complete ‘crowding out' (LMI) where it is 
exactly zero Phcie is no possibility ol a 
BOT improvement, unless the LM cuivc is 
downward sloping - which would make the 
system unstable 

Il slioulJ be clear then (hat pure crowding 
out docs not provide an adequate 
jusiilic.Uion lor believing in a positive BOP 
ellect ol FDI Someihing more is needed 
In the recent liteiaiuro this something more' 

IS the sensitivity ot savin^-s, and hence ol 
consumption demand to changes in (he 
interest talc " Introducing this assumption 
into the model changes its ch.iracicr quite 
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substanttally Returning to equation (3). it 
has to be rcspcLilicd as lollows 

C = C(Y. I) Cl > 0 and C2 < 0 (16) 

As a direct conscquenct cquaiion (4) 
changes to 

M = M(Y r) Ml > 0 and M2 < 0 (17) 
Thus the IS cu/vc now hcconics 
Y = r(Y r) + Kr 6) + \ M(Y r)(l8) 
and the TT lurvc 

X - M(Y r) - 0 (19) 

It can he easily verified that ihc following 
slopes hold 


dY 

< 0 and 

clY 

0 

dr 

IS 

dr 

TT 

The effect of I Dl 

in this case is shown 


in Figuie 2 I he first result th<it is apparent 
from the diugi^m is that if M2 is strictly 
negative i e the curve is not vertical 
then coni)' crowding out is sufficient 
to ensure a posiuv^ HOT effect of the FDI 
This IS intuitively obvious in that a rise in 
the interest rate in this i ase not only crowds 
out investment it ciowds out some 
consumption as well rhere'ore if complete 
crowding out gave nse to i zero BOTeffect 
earliei it must necessarily yield a positive 
BOr -licet here By the same logic if 
consumption is sufficiently interest latc 
sensitive then complete crowding out is 
not necessary lor a positive BOT effect 
This possibility IS shown by iheTI FI curve 
n\ a VI \ the LM2 curve 
A much moreimportant |)oiiil that emeiges 
however, is that the positive BOF effect of 
FDI ts contingent upon a particular relation 
ship between the I M and 7 I cuives 
This may be seen from Figure 2 by noting 
that if the liquidity trap holds (i e I Ml 
IS Ihc relevant representation of the credit 
market) then the BOF will always woisen 
regardless of the position of the TI cuive 
More general ly if the bchav loural pnranKiei s 
are such that the TT curve intersects Ihc LM 
curve from below (which is depicted by Ihc 
T2T2 ciitve icl ilivcto I M2) then the BOT 
effcclsofl Dl are always negative liiscicar 
thercfoic tlial lor a FDI to have a positive 
BOI effect the following relationship must 


hold 

dY 


dr 


LM 


dY 

dr 


Tl 


( 20 ) 


For condition (20) to hold it is necessary 
that Ihc demand tor loanable funds he less 
sensitive to interest rale changes than the 
demand lor imports Ihc intuitive 
cxplanaliun of this requirement is that unless 
‘crowding out involves substantial nse in 
the inlcrcst rate the cxpansionaiy income 
effect of increased investment demand will 
dominate the contraclionaiy interest rate 
effect on the demand for imports 
1 hus the baste message of the analysis 
presented m this section is that the bclicl that 
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FDI improves the short run BOP position 
requires its pioponcnis to not onis have a 
specific set of behavioural relations m mind 
but that they must also hold some a prion 
views on the values taken by a lew key 
parameters The laitci is of course an 
empirical milter and requites rigorous 
estimation but the loimcr may be subjected 
to critical evahi ition on the basis of i xistmg 
empirical and lhcoi''tical lileraiurc 

IV 

Realism of Behavioural 
Assumptions 

In the preceding section it has been shown 
that lor a I Dl to have a positive BOP 
effect twoconditions inustobtam (i) Iheic 
must he crowding out of investments and 
(b) Imports should he negatively ic lalcd to 
the interest i iic 

Iherclore the iigumcni centics .iround 
Ihc el feel of the I Dl on the domestic interest 
rale and its repercussion on the other macro 
variables Granting that the economy is not 
in a liquidity trap so that Ihc FDI will tend 
to raise the interest rate the issue is whether 
the effects of this interest rate change on the 
m icio-cconomy that have been assumed are 
both correct and complete It is not at all 
c Icar that lltey arc pai Ocularly m the context 
of developing countries 
Consider first the role of inlcrcst rates 
1 hus far it has been assumed that the only 
function performed by the interest rale is in 
determining inter temporal allocations via 
savings and investments “ This may be 
acceptable n the case of standard closed 
economy models where relative pnccs are 


assumed to have virtually no lolc to play 
It may also be acceptable in the case of 
countries which employ relatively capital 
intensive production technologies since the 
dominant form of capital would be fixed 
capital whose short run return is not 
neccssaiily the prevailing interest latc For 
the avenge developing country, however 
interest rates have an additional lole to play 
which cannot rv.adily be ignored they arc 
ininiisic in dcteimining ilic lelative cost of 
production of domestic goods vi\ a vis 
loicign pnees 

The effect of interest tales on domestic 
costs and pnccs as has been well established 
in the literature on price formation in 
developing countries operates through the 
cost of worktng capital which forms a 
substantial proportion of total capital in 
labour intensive production processes In 
particular working capital has a very 
significant role to play in the cost of exports, 
where the time duration between production 
and sales realisation can be fairly long 
Therefore in a situation where the interest 
late IS assumed to changecndogenouslv, the 
export function would have to be 
appropriately modiFied to take this factor 
into account 

X = X(r), X<{) (2I) 

As far as the import demand function is 
concerned, Ihc interest rate affects it through 
two distinct mechanisms The first is through 
the relative price between the import and the 
home-good, which declines as the interest 
rate increases The second is through the 
sensitivity of savings, and hence 
consumption, to interest rate changes as 
embodied in equations (16) and (17) These 
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iwoinllucnccsopcratcinoppositcdiicctions 
The lormci lending to increase import 
demand as the interest rises and the latter 
tending to reduce it However the latter 
etteci IS also open to question in the case 
ot developing countries 
The standard arguments in support ol 
including the interest rate in the consumption 
function ariscoutot the Permanent Income 
hypothesis ot consumption demand as 
distinct Irom the usual Keynesian Ahsoluie 
income hypothesis It is widely recognised 
that in order for the permanent income 
hypothesistohold thedomestic credit market 
has to be extremely well-developed, 
particularly with respect to consumption 
credit The credit markets in developing 
countries are larcly so well developed In 
some countries specific segments ol the 
economy may exhibit permanent income 
type behaviour, but these usually represent 
only a small traction of total consumption 
demand The empirical literature on 
consumption tunctions in India bear out 
these assertions Most studies have shown 
that the Indian consumpiion function is 
completely insensitive to (he interest rate ’’ 
A recent study, however, demonstrates that 
the permanent income hypothesis does 
obtain for the urban sector, but not tor the 
rural ” Therefore the theoretical and 
cmpincal underpinnings tor inclusion ol 
the interest rate as an argument in the 
consumption function are very weak in the 
case of developing countries Thus for these 
countries equation (3) is probably a better 
representation ol reality than equation (16) 

If the interest rate has only a minimal role 


to play in determining the consumption levels 
in developing countries, as has been argued 
above, then it will tend to be dominated by 
the relative priccel Icct in the import demand 
function Thercloic, although the general 
form of the import demand tunction will 
continue to he the same as in equation (17) 
the signol the dciivative with respect to the 
interest rate should be quite different This 
function may then be specified as 

M = M(Y 1 ) Ml > 0 and M2 > 0 (22) 

Finally the Indiancmpmcal evidence also 
docs not lend strong support to the view that 
investment demand in developing countnes 
IS interest rate sensitive The evidence 
however is mixed Most studies have found 
no stgntficanl relationship between 
investments and inicresi rates but a few 
have noted that there is a signiticant negative 
relationship with respect to nominal inicrcst 
rates, but not with real interest rales On the 
other hand real output has almost always 
turned out to be strongly signi ticani, implying 
(he existence ol an "accelerator’ mechanism 
Although It IS clearly not possible to 
generalise Ironi the Indian cxpci lencc, there 
IS a lair iikelihcKKl of such behaviour being 
replicated in other developing countnes as 
well This would argue lor a rcspccitication 
ol the investment demand lunction in the 
lollowing manner 

l = l(Y r. 01,11 >0, 12^0,13 >0 (23) 

Putting all these observations together a 
possibly more appropnatc version ot the 
model for developing countnes emerges 
This model is charactensed by (he following 


Is «nd TT curves, 

Y = C(Y) + I(Y, r,e)+X(r)-M(Y, rt (24) 
X(r) - M(Y, r) = 0 (25) 

It IS easy to venfy thai under reasonable 
assumptions the slopes ol these curves are 

dY dY 

— < 0 and — < 0 

dr IS dr TT 

The impact ol FDI in this model is shown 
in Figure 3 The single most important 
result th.u emciges is thai if ihe TF curve 
IS downward sloping in the (Y r) space, 
then a FOl will always lead tea dctcnoration 
ol the trade balance regardless of the 
position and shape ot the LM curve The 
only issue lelt open to question is whether 
or noi the 'crowding out” effect helps 
mallets at all 

As can he seen Irom the diagram, the 
answer clearly depends upon Ihe relative 
slopes ot the TT and IS-curves If the 
TF curve intcisccts the IS curve from above 
(as shown by TITl) which requires that 
investment demand be more sensitive to 
interest rate changes than exports and imports, 
then the existence ol crowding out’ does 
reduce the negative BOF impact If, on the 
other hand ihc inicrscclion is from below 
(as with T2T2) Iheii the irsc in (he interest 
rate actually makes the B07 even worse 
Ihan what ii would h.ive been with (be 
liquidity trap in operation Fhcreforc, tf 
domusiic investments are insensitive to 
interest rales as has been argued the FDI- 
induced rise in the interest rate will inevitably 
lead to a very subsianlial worsening of the ,, 
trade balance ' 


Horns of Dilemma 

in (he precaling sections it has been shown 
(hat FDI will almost always lead to a short- 
run trade balance deterioration greater than 
that implied by the direct imports associated 
with the project particularly in developing 
countries It should be clear thcretorc that 
FDI should not be treated as a short run BOP 
management device The real bcnclit of FDI 
lies in augmenting the level ol investments 
in the economy and thereby contributing to 
output expansion and growth However 
given the negative BOP cttecis, the 
government has to Ukc collateral steps to 
ensure that the economy does noi run into 
a serious foreign exchange piohlem The 
choices available to the government for 
elfcctivcly countering ihis prospect are 

(a) Increase planned torcign borrowings 

(b) Implemeni appropnatc macro c"conomic 
adjusiments (c) Ensure that the foreign 
investor remits sutlicieni loreign exchange 
as equity to cover not only his direct import, 
but also the additional imports that airsc 
through the macro economic i epcrcussions , 
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The TirM IS clearly not an option Mnic it 
mcicly involves the redcsijin.iiion ol what 
Would have been an ex-post oukonie as an 
ex-unfc dcL ision T lie onl y t oiidi non under 
which this would noi he line is il ihesc 
ttddilional loreign hoirowin^ts aie piosided 
at ippropnalcly low inkitsi Kites by the 
conierncd inleinaiion il iueni.ies lor the 
speiilii. piiipost ol m(.i.iine suih [<[)l- 
induced tiade giips 

The second option is the most likely one, 
but great tare needs to he taken in 
determining what the propei policy 
■ esponse should be The standard 
preccriptittn in such situations as any one 
taniiliar wih ihe oiihodox balance ol 
payments policy literature knows is to 
impose a eonlraeuonarv monetary policy 
This measure sup|)oscdly allows the new 
investment to be meorixirated by driving out 
less capital'cllieient projects without any 
real loss to euireni output In icims ol the 
IS-LM liamewoik this means an upward 
shill in the LM curve In Ihe spualions 
depicted m higures I and 2 this supiKisition 
holds Hue .ind a contractionary monetary 
policy does prevent a BOP detenorai'on 
But what o( the situation p>-evailing in 
developing countries as shown in Figure V> 

Clearly, if the paramctei values aic such 
that T2T2 obtains then a comraclionary 
monelai y policy will load to .in even Itirihcr 
worsening ol the trade bal.ince position In 
such cases ihe heterodox prescriplion ol 
an accoininodaiing monetary stance is 
always to be prclerrcd On the other hand 
in cases where 1ITI is the applicable 
balanced tiade locus a contractionary 
monetary policy will be cl tec live in closing 
the trade-gap But there is a cost current 
output would have to be cliiven below its 
pie FDI cc|uilihrium level The presumed 
long run bciielil ol FDI would have to be 
high indeed il it is to outweigh the neces 
vary reduction in both cuiicnt consump 
Hon and domestic investment, Thus i 
conliactionary monei.’ry policy is in general 
an inappropriate response lor such a 
situation in developing countries 

An allenialive response would be tor the 
government to icclucc its public invcsimems 
hv the same quantum as the cJomcsIu 
component ol the f Dl and thereby bring Ihe 
IS curve b.ick to IS I As can be seen this 
device corrects the HOT ellcci in all cases 
Thc’rc are, however, two drawbacks to this 
prescription which need lo he laken into 
account I trsi, in most developing countries 
ihcbulkol public inscsimenisgoiniocieaiion 
ol inlrasliuclure and there is very lillle 
ixissihiliiy ol private subaiiuics I here is 
growing c'sidcnce that public iiitiasiruciural 
investmenls arc complemcntaiy t<> piiv.uc 
mvesimeius anclanvrcJiulioninthc lormer 
lends lo reduce ihc laiici Ihcrelore the 
use ol such (XiIkics Ioi snort itin BOP 
inanagumcMi can Ic id lo sciiou, long run 


consequences Second, given thc-RniWJevel 
of any government investments, sue h adCvtce 
IS ot necessity only ol limited applicahiliiy 
As the volume ol FDI increases this 
|X.>ssihiliiy will shiink lapidly 

The third possibility is tor the government 
todeprcciate the c ui reiicy so that the negative 
etlecisol Ihe rise in iiuercst rales on domestic 
production is ofisci In terms ol the model 
a depreciation ol the currency can bcdcpic'ed 
by a rightwaid shid in Ihe TT curves 
Although the IS curves too will move in the 
same diiec tion the uwgiiitudc will be lesser 
than that ol the T1 curves Thus in .ill cases 
the possibiliiy exists ihal ihe negative B01 
el feci ol FDI i an be coricc led by this measure 
without loss ol current production and 
consumption Ol all the possible macro 
economic adjustnicnis this appears to hold 
Ihe most promise 

The linal oplion namely, requiring Ihe 
foreign investor to remit more foreign 
cxc lunge in the loi in ol equity than is requii ed 
for his direct inipoits raises Ihe most 
imeresfng issues lor lurthcr rcscarcn In the 
lirst placi sue ha requirement may Irequently 
run coanier to basic commercial principles 
As has been computed iii the Indian case 
(sec eqiiuiion (M)) it a FDI project h is say 
30 percent direct tinpoits then Ihe maximum 
permissible debt equity ratio is 0 8 I even 
il 100 per cent loicign equity is allowed 
Such a stipulation in all probability will 
discourage almosi all poioniial loicrcn 
investors from investing in the ountry 

The problem gets lurthcr compounded 
when Ihe dcsirabiliiy oi permitting 100 per 
cent loreign equity IS taken iiilo account On 
one hand short run consideration' demaneJ 
lhal ihc 'orc’ign investor brings in as much 
I inane lal resources as possible On thcolhci 
hind longer riinconsiclcraiion.icqiiircihai 
foreign equity holdings be lesiriilecl lo tno 
minimum leasihle particularly when the 
expecied return lo equity is subsl.intiallv 
hiehei than the existing inteniaiionai tale ol 
Intel c'si 1 hese considei alions undeilie muc h 
ol the policies taigeied at FDI control in a 
numhei oldevelopingcountiies The analysis 
presented in this paper suggests that this 
trade oti may not be trivial and the inter 
temporal w^llare cllecls ol equity based 
control ol FDI .irc not at all obvtoiis 

Tlicie IS ol) oui so an obv lous way around 
this problem and that is through permitting 
selected inllow ol FHI to cover the short- 
tun loicign exchange ouiUow arising Irom 
I Dl 1 his opium however raises a number 
ol other issues which cannot be handled in 
the picseni Iraniework ’* The limited 
oh|cc live ol this p.ipcr was lo clear up certain 
misconcc'piions regarding the ettccis of FDI 
and lo raise the issues tor lurthcr work II 
IS hoped that this pieliminary analysis is ol 
sutlic lem intciest lo piov okc lurther research 
inio this iinporiani hut neglected area ol 
open economy macro economics 


Notes 

(This paper is dedicated to Ihc iiieiiiury ol 
N C Kay who taught the author Ihe most 
valuable lesson that useful insights into 
economic processes do not necessarily require 
complex modelling hul can in fad he ohUmed 
Iron) fairly simple frameworks The paper 
reflects Ihc personal views of Ihe author ard 
not those of Ihc organisation to which he 
belongs I 

I Sec Keddaway el al (I9()7) Huthauer and 
Adler 11968), Bergsun el al (1978) 
Swedenborg (1979) I ipscy and Weiss (1981 
and 1984) Rlomslrom d a( 11988) and 
Bcrgslen and Orah.im (1994) 

’ World Bank (1991) pp 29 M) 

( IhedcbalcsiiiroundingllK. tnuislcrproblem 
m the 1920s h.id as its essence Ihe issue of 
whether tne c.ipilal outflow iiccessil.iiecl by 
the rcp.ir,itioii payiix;nls by Cicnnany to the 
Allies w mid lead lo an export surplus in 
Oeniiany s iiicrch,indisc ir ide The later 
formalisations of this issue in the flekscher 
Ohim Saimielson type ot iiadc theoretic 
models ilso suggested siiiiil ir results See 
Mc.i>lc (I9SI) and Modigliani and Ncissci 
(I9S)) 

i The iiiiprccision aiiscs rroin ihc lack ol ,i 
well defined linkage between the linancial 
How and Ihc ii.il eionoiny 'Such nnpiecision 
incvilahly leads to a very wide laxonoiiiy ol 
results and dilute-, the locus ol Ihc analysis 

5 II iii.iy be nolcd lh.il in India ilclinilion (b) 
IS used by Ihc governnx ni in ilsd.issificalion 
ol rni/FFI II IS lor this rc.ison lhal non 
, ipaciiycrc.itinginvestiiKn(s suchasloieign 
winipinics increasing ihcir iqimv sh.ac .ii 
cxislini’subsicii iiics ipdriDR iss icsby Indian 
coiiipaniL\ .lie ioiiIiihIy .lassilicd is roi 

6 Ihc licv li.ulc is.umplion hIS been mute 
Ioi exposiloiv convc.nemc since it allows 
Ihe analysis to proceed xilhoiil cxpticil'v 
hiii'g.ng III till govcmiiienl s fiscal acnoiis 
The malysis howivcr caries ihiough so 
long as trade is icsiiicicd by laiilfs .ind noi 
(|Uoias 

1 II iiuiy be noted lhal Ihc import of capital 
givids by doincsiic cnircpaiu’urs has been 
assiiiiK'd lo be Zero Soini gcneialily is lost 
by ihi assimiplion bul siimkir lesulls could 
he obtained by making imporiedcapital gtMids 
a fixed pcrccniage ol mvcsiinent', 

8 Ciivcii lhal Ihc relative price bclwcan ihe 
niiport .ind the hoiiK gixuJ is fixed it is 
possible lo soecify these demand lunclions 
in an oven siinplei way hy making them each 
a constant traction ol the consumption 
function The versions given in the text arc 
used because they conform lo common usage 
ind are slightly more general in lhal 
hnmolhelicily is not assumed II should be 
rcincinbea'd howescr lhal the coiiciivily ol 
the aggregate consumption function (I) -i- Mi 
uquires that II) + M ) > 0 and (I)” M ) 
<l) The ccondarguiiK:nllorihisspecific.iIinn 
IS lhal llie import dix:s not nu^i ssanly have 
lo he a final goixi but can he an inierincdialc 
■n the production of ihe home giuxl 

9 This assuinpiiim can he made wilhout loss 
of generality since il accoiiunodulos an iniiial 
trade deficit with an equivalent quantum ol 
foR'ign bomiwings 
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investor does not necessarily have to be in 


the form of plant and machinery, which would 
appear in ihc iiierkhandisc account but can 
include such prupneiury capital as bluc-pnnts. 
goodwill elc, which would be captured as 
’invisibles’ 

11 This iiiaxiiiial debt-equity ralin is derived 
imm cqu.ilion (H) by selling d = I and 
assuming I (X' per ccnl loieign equity holding 

12 This data has been collccled by M Saqib ui 
ihe Indian Council lor Research on 
Iniemaliimal Ecom iiiic Kclalioas (IC'RIEK) 
lor an cinpirical study of Fill in India 

n Ihc slaiidaid cxphinalion ul ihc liquidity 
trap may Ik- louiid in any lexlhook on iiincro 
econuiiiics 1 he lalcr and mure sophisticated 
expl inalioiis may he lound in ihc litcralurc 
regarding ihc debates suriounding (a) inside 
iiioney vs oiilsiile iiHiney and (h) new view 
vs old Slew ol hanking 

14 Crowding mil docs not leally require Ihe 
■nlea-sl lalc lo go up Much ihe same efieci 
IS obtained in i'k- rcccnl liicialure on rationed 
credit iiiarkcls 

15 'this ol couisc induilcs ihe possihiliiy that 
the new proiecl ilscll may he ciowdcvl out 
il il IS Ihe marginal pru|Ccl II not then Ihc 
Fl>l would have Ihe elicci ol raising Ihe 
marginal citiciency ol donieslii capital 

Ih This iiHidel belongs lo Ihe class ol open 
economy macio models pioneered by Muiiilell 
(1968) 

17 For an cxposiiioti and rcleii i c> see 
Dornhusch (1980) 

18 this assuiiiplion is comiiion lo vinually all 
cxisling o|<en economy niacio iiimleKof the 
Mundellian genre ol which the model 
presented in Sccdmi III is also a member 

19 bee Fiiedman (I9S7) 

20 Although a Ian amouni ol consumplion ciedil 
IS extended by inoneylcndcis and other 
miormal cicdil market operatois m dev loping 
counlites II IS doubtful whether die iiileresi 
rale pn.-vailing in the organised ca-dit in .rkei 
would ha<c very much impaci on (heir 
behavioiii 

21 Sec Kiishnamurlhy and Saibaba (1981) 

22 See Madhur (1984) This linding however 
runs counter to the theoretical proposition ui 
Modigliani and Bluniherg (I9S4) that the 
rural sector is iikiie likely locxhibiipennancnt 
income behaviour than the urban 

21 For instance sec Chiikrahany (1977) 

24 The possibility exists that it llie accelerator 
parameter dominales ihc marginal propensity 
to save, Ihc IS-curvc may be upward sloping 
The likelihood of this, however, is remote and 
It IS therefore assumed away It should he 
noted, however, (hat die accelerator (enn will 
make the IS-curvc Halter than it would 
otherwise be 

25 The slopes of the IS and TT gurves in this 

case are * 


payments isenheradraw down of (he foreign 
exchange reserves or increased borrowings 
trom abroad, (he effect is the same whether 
Ihc hoiTun mgs arc planned or not 

27 This phenomenon is referred to as crowd 
ing in' in ihc recent nco structuralist 
literature 

28 In order lo take Ihc effects of FPI into 
account, the inonetary/rtnancial side ot the 
model will have lo he expanded 
suhstanlially This is not a trivial exercise 
and will have to be taken up in future 
re seal ch 
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Deepak S Parekh 

Ladies and Gentlemen 

It gives me great pleasure to welcome 
you to the Annual General Meeting of 
Infrastnichire Leasing & Financial Ser¬ 
vices Limited. The financial results of 
OL&FS are with you, and with your per¬ 
mission, 1 will take them as read. You 
would observe that IL&FS has fared well 
last year net operating profit reached the 
level of Rs 397 million for the 12 month 
period, as compared to Rs 251 million 
achieved in the preceding 18 month 
accounting year. Comprehensive cover¬ 
age of operations is provided in the 
Directors’ Report, and I will not cover the 
same ground 

SUCCESS OF THE ECONOMIC 
REFORM PROGRAMME 

Economic policy, over the past ftxir 
years since the process of liberalisation 
commenced, has resulted in a rapid 


restructuring of the economy of the 
country, much more in tune with global 
trends. Successive Union Budgets during 
this period have for the first time defined 
medium and long term objectives over 
successive years and followed this through 
with consistency and imagination. As a 
result, fiscal imbalances have been reduced, 
and the external accounts position is 
comfortable. There is scarcely a sector 
from which private investors are now 
excluded. Tariffs have been systematically 
reduced across the board, convertibihty 
has been established on current account, 
and it is likely that we would participate 
fairly soon in the global forum of nations 
whoenjoy convertibility on capital account 
India today, as a result of this courageous 
process of renewal, is in a far stronger 
position than at any time in recent memory 
IL&FS finds itself in a unique position, 
as it is the only Institution structured to 
address some of the most important 
priority issues facing an economy in 
transition; infrastructure development, 
its financing and the process of financial 
sector deepening. All three processes 
offer exciting avenues for growth, and 
unprecedented opportunities stemming 
from the economic reforms that have 
been initiated. Privatisation, public 
private partnerships and Joint Ventures 
with strong international partners are 
some of the more promising initiatives 
that come to mind 
I would hence like to take this oppor- 
hinity to share with you my perspectives 
on the lefiMm programme and our oper¬ 


ating environment. I would also like to 
address specific issues and recommend 
concrete steps that the Government could 
consider as critical components of a new 
agenda 

THE NEW AGENDA 

The reform programme stemmed from 
a crisis where our country was on the 
verge of an international default. All 
consequential actions have arisen from 
the foregoing, including' our drive to 
target Foreign Direct Investment (FDI) 
and increase exports 

It may now be appropriate to consider 
the new direction we need to take. I do 
not refer to the so-called unfinished 
agenda, but 1 would like to formulate 
key components of the new agenda that 
we need at this stage in our development 
efforts 

(1) Whilst dealing with an array of 
projects and the financial sector, I am 
confounded by the absence of adequate 
rupee resources. This situation is peculiar 
as India boasts of the 16th largest GNP 
in the world, although the per capita 
GNP remains low. Simply stated, there 
are finite limits to our absorption of 
international debt. If we are to fulfil the 
productivity taiget that we have set for 
ourselves, it is critical that we now focus 
on generating domestic resources 

(2) Government intervention will still 
be required to direct resources into the 
infrastructural sectors of the economy 
given the fact that we lag far behind our 
real needs. Without adequate infrastruc¬ 
ture, productivity gains will remain mar¬ 
ginal, and private c^iital will flow to 
other reforming countries Dirhere the 
quality of living and the range of ameni¬ 
ties ate substantially better 
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The new agenda must primarily focus 
on methods to raise domestic resources by 
creating a buoyant debt market and 
successfully channelising these funds into 
the inffastnicture sector. 

In onfer to achieve the foregoing, a 
number of steps need to be concurrently 
considered by the Government in its role 
as a facilitator 

SAVINGS, DEFICITS AND 
INSURANCE 

Contemporary literature highlights 
the importance of improving the rate 
of public savings and reducing the 
deficit. This is a valid concern as public 
savings (the excess of Government 
revenues over current expenditure plus 
gross profits of public enterprises) 
have reduced to levels close to zero. 
It is obviously important that we 
correct this situation and create the. 
capacity for additional investment. The 
Government has rightly enunciated 
unequivocally that all Institutions, 
including public sector organisations, 
need to compete in the market place. 
Winding up procedures under the BIFR 
are now equally applicable to public 
sector enterprises, and budgetary 
support has been reduced to the bare 
minimum. 

The present state of affairs in some 
of our public sector enterprises is the 
cumulative effect of poor management, 
apathy and bureaucratic interference, 
that has been suffered by them over 
several decades. It would be nsuve to 
expect wonders to be achieved in 
increasing public savings (as defined) 
in the near or even medium term- 
Some enterprises would continue 
doing well, the weaker ones yvould 
either close or be absorbed by others. 
Clearly, we cannot depend wholly on 
public savings to boost our capacity to 
invest. I would hence recomnrend an 
alternate and quicker solution. We must 
open up the insurance sector to 
domestic and international private 
sector sponsors .. 


The insurance sector remains closed and 
appears to be the last bastion of bureau¬ 
cratic hegemony. There has been signifi- 
cant debate on this subject, and the Malhotra 
Committee appointed by the Government 
of India undertook an exhaustive review 
of the sector. No action has been taken on 
the Malhotra Committee Report, though 
it was submitted to the Government over 
a year ago 
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To my mind, discussions on the insur¬ 
ance sector appear to be distorted and 
confused, and seem to focus on our ob¬ 
ligations under GATT. There is an implicit 
and underlying sentiment that the interna¬ 
tional community is forcing us to open up 
the insurance sector. I believe this ap¬ 
proach to be quite misplaced and errone¬ 
ous. It is more valid to view the insurance 
sector from two perspectives: 

(1) The State-own^ Corporations en¬ 
gaged in insurance have for far too long 
been the instruments of Government’s 
own directed credit system-mobilisers of 
capital for “priority sectors” at the expense 
of the insurance industry and the consumer 
at large. Direct control of these enteiprises 
have made them far too unwieldy for the 
emerging market economy. The return on 
life policies is well below what the real 
actuarial value would require, as a result 
of the pre-emption of fon^ for low yield¬ 
ing investments. In getreral insurance, 
customers are provided widi few options, 
inadequate realisable insuranceclaims. and 
premia which are uiueaaonably high.The 
motor sector contimws to be a drain. It is 
only by creating a competitive insurance 
inctotry dut the consumer will receive a 
fair deal 

(2) The unfortunate focus on GATT 
rfoscutes the fundamental feature of insur¬ 
ance as a major mobiliser of public and 
IMivate finances. India today has a per 
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capita insurance {Hernia of US$ 5. This 
compares unfavourably with Thailand 
which has a pa capita insurance of over 
US$ IS, Korea at US$ 700 and Japan at 
US$ 2S00. A doubling of per capita in¬ 
surance is etninenUy feasible, and would 
result in an unprecedented savings flow 
of an estimated)^ 10,000croresperaimum 

IL&FS is currently working with the 
American International Group (AIG) to 
raise resources for die infrastructure 
sector through a speciality Fund. A 
number of Off-shore insurance 
Companies are seeking investments in 
the Fund, as die nature of their business 
requires investments in long term assets. 
There is thus a close connection between 
the development of infrastructure, the 
mobilisation of savings and their flow 
into core sectors of the economy. 
Regrettably, the premia collected by our 
own insurance companies have largely 
been pre-empted by the Government for 
its own priorities 

Finally, the opening of the insurance 
sector can be a key stimulus to the 
mobilisation of long term domestic sav¬ 
ings. I would also recommend legislative 
change to permit brokers in this sector. I 
am afraid it is intellectual arrogance that 
has caused us to look upon brokers as 
avoidable middlemen. In fact, brokers play 
an invaluable role in putting together 
contracting parties in conventional bro¬ 
kerage services. This is also true in real 
estate brokerage, and it is true as far as 
insurance business is concerned, hi the 
UK, insurance brokers are extremely so¬ 
phisticated and bring to bear well honed 
technical skills to carve out complex and 
tailor-made policies. In the absence of 
such brokerage houses, it would be next 
to impossible to fomulate policies relat¬ 
ing to residual value, disaster coverage, 
and a host of infiasinictuie projects 

ENCOURAGEMENT FOR NBFCs 

The establishment of new (vivate sector 
banks is a step in the right ditectioa Fm- 
dential regulations have been introduced, 
and banks now have greater discretion in 
their lending decisions 

However, financial markets will never 
come into their own until there is initially 
arecognition by theReserveBank ofindia 
(RBD of the complementary roles of di¬ 
verse players. The perspective of the RBI 
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It would be useful if the RBI could 
recognise the legitimate role played by 
NBFCs in the stock markets. Unfortu¬ 
nately, we have chosen to kill the messen¬ 
ger rather than heed the message. It is true 
that a few brokers and intermediaries il¬ 
legally channelised money from the bank¬ 
ing system to the stock market. However, 
it is retrograde to deny brokers working 
capital and timely access to the desired 
quanutmof funds from the banking system 
The present artifrcial divide between the 
monetary system and the capital market 
will not facilitate the management of the 
economy. In the US, an increase in interest 
rates results in a perceptible and virtually 
overnight shift from the equity to the bond 
markets. If money supply and interest rates 
are to be the key instruments for monetary 
management, such an artifrcial separation 
does not provide the managers of money 
the requisite flexibility and tools that they 
require 


DEBT MARKET 

Every fontm dealing with capital mar¬ 
kets inevitably focuses upon the need for 
developing a long term debt market in 
India. IL&FS was actively involved in the 
promotionoftheNationalStockExchange 
(NSE), and pioneering efforts are being 
madebytheNSE to developadebt market. 
These efforts are, however, yet to make 
tangible progress; 

(1) We do not have adequate players 
in the debt market, and existing players 
are uni-directronal in their trading 
strategy. The RBI has recently 
introduced an innovative auction system 
for primary dealers. However, telephone 
broking continues with its attendant lack 
of transparency. A significant fillip 
would be provided to the debt market 
if the primary dealers auction is mandated 
to the screen 

(2) There is a continuing ban on Re- 
Purchase Agreements or REPOS as they 
ate commonly known. Every developed 
market, including the UK, today regards 
REPOS as a fundamental mechanism for 
roll over of long term debt on a short term 
basis. We will simply notbeabletodevelop 
a long term market if this ban on REPOS 
continues. This ban was first instituted 
following the detection of irregularities 
in the securities market in 1992, and the 
ban remains in effect to this day. The 
fact that a product was misused by a 
handful of brokers and errant banks does 
not render the product deficient to a 
degree that deserves its total elimination 
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(3) Market making is a critical 
prerequisite for the creation of a long term 
bond maiket. Our brokerage houses are 
inadequately capitalised in relation to the 
size of the debt market, and the nature of 
financial commitments that they are now 
required to undertake. It is essential that 
back stop liquidity be provided to maiket 
makers to cross the hump of illiquidity 
that periodically plagues our money 
market. The operations of the Discount 
and Finance House of India and 


Securities Trading Corporation of India 
could conceivably be enhanced to 
provide back stop liquidity to eligible 
maiket makers 

LEVEL PLAYING FIELD 

In 1991, the aggregate Foreign Direct 
Investment (FDI) was limited to a paltry 
US$ ISO million. The RBI has reported 
the aggregate FDI to be in the region 
of US$ 756 million upto December 1994 
and the quantum of FDI is bound to 
increase. The flow of FDI has been 
facilitated by imaginative steps taken by 
the Government to position India as a 
beneficiary of the international capital 
markets 
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There has been a lengthy debate on the 
introduction of scriff-less trading, but 
legislative enactments to introduce scrip¬ 
less trading are yet to see the light of day. 
The existing system of settlements and 
share transfera is not only cumbersome, 
but prone to misuse and loss of physicals. 
The appalling settlement process remains 
a major deterrent to attracting incremental 
investments from Foreign Institutional 
Investors 

(1) Iniem^onal capital will flow to 
countries and projects that provide the best 
terms. We need to compete for capiul. 
Understandably, overseas investors need 
inducements including fiscal concessions 
and tax elimination mechanisms of the 
type offered through our double taxation 
agreement with Mauritius. At the same 
time, it is simply not rational for domestic 
investors to be taxed at a rate higher than 
that applicable to international investors 

(2) Off-Shore Funds have been provided 
comprehensive tax exemptions using 
prevailing dispensation. Regrettably, this 
mechanism is not available to domestic 
fund stnictutes which envisage domestic 
investors joining on apari passu basis with 

inte^adonal investors 

y 

LEGAL ISSq^ 

IL&PShaspioneeredcommacialisalion 
of surface transpoit and is currently woik- 
ing closely with the Ministry of Surface 
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Transpoit and the National Highway 
Authority of htdia to develop projects and 
bring them expeditiously to a financial 
close. The Government has today created 
an environmoit that is conducive to at¬ 
tracting private sector investment The 
legislative framework allows private con¬ 
cessionaires to levy tolls, arid specified 
fiscal incentives ate available in relation 
to infrastructure projects 
We have a well developed legal system, 
but the efficacy of the system leaves much 
to be desired. Much of our legislation was 
drafted in the mid 19th century when the 
sharing of responsibility between the State 
and the Private Sector was very different 
Some legislaticm like the Indian Electricity 
Act is truly incomprehensible. There are 
two suggestions that can be made in this 
regard: 

(1) We need to enact legislation that 
specifies commercial interests to be intrin¬ 
sic toimplementinginfrastiuctureprojects 
on a commercial format. Other Govern¬ 
ments in the Asean Region have intro¬ 
duced such legislation to attract long term 
investors and project sponsors. It is time 
that Government took on this task and re' 
formulated the principal-elements of a 
commercial code that are presently em¬ 
bodied in diverse Acts such as the Nego¬ 
tiable Instruments Act, the Contracts Act, 
the Indian Telegrai^ Act, the Indian Toll 
Act, the Sale of Goods Act, etc 

(2) We need a system for expeditious 
and transparent settlement of disputes. 
In a typical toll road project or in a water 
supply project, disputes could arise 
during construction and thereafter. The 
present judicial system for settlement of 
disputes is lengthy and tortuous. For this 
purpose, I would suggest that for the 
surface transport sector, an authority 
like the National Highway Authority be 
vested with the power of a Tribunal to 
adjudicate disputes. Similarly, the 
proposed Tdecom Authority could be 
vested with comprehensive powers to take 
decisions on all disputes reladni^ to the 
telecom industry 

POWER 

The Government has acted with imagi¬ 
nation andcourage inopeningup the sector 
for privaieinvestmentlnevitably,the initial 
response was lukewarm, and concerns cen¬ 
ter^ around the poor financial condition 


of the State Electricity Boards (SEBs), and 
practical issues in re^ng poceeds from 
sale of power in a timely and efficient 
manner. The isaie of sovereign guarantees 
for securing investments in this sector has 
been well debated and 1 will not dwell on 
it further. However, I believe there are 
alternative credit mechanisms diat could' 
be developed 



Whilst considering new power projects, 
an analysis is typically made of the 
projected demand-supply of power in the 
State in which the IPP is sought to be 
established. This approach is erroneous 
and steeped in historical thinking. Not 
so long ago. when an Indian entrepreneur 
analysed prospects for a new unit, the 
tendency was to look at demand and 
supply on a domestic basis. Today, with 
tariffs crumbling, the demand-supply 
estimates are almost always made on a 
global basis. Similarly, we need to move 
away from the SEB structure and instead 
examine the aggregate demand for power 
on a regional basis, and eventually on a 
national basis 

The Government of India is presently 
implementing an HDVC project at 
Chandrapur which will permit the 
transmission of power between the 
Western Grid and the Southern Grid by 
synchronising the frequency cycles of 
the two Grids. Ideally, power could be 
sold by IPPs to a central agency such 
as The Power Grid Corporation which 
has the ability to shunt power on a nation 
wide basis. The IPP could sell power at 
the market price through the Power Grid 
to users of power who are willing to 
purchase it at these rates. Such a structure 
would also serve to shift the focus from 
SEBs to willing and creditworthy 
purchasers of power on a nation wide 
basis 


SEBs AS PARTNERS 

A study of the SEBs would reveal that 
some of the SEBs are in fact fairly well 
managed. Unfortunately, State Govern¬ 
ments frequenUy subsitfise their constitu¬ 
encies at the level of the SEBs, rather than 
at the level rif the user. A chronic problem 
is the paucity of funds to implement even 
current projects. In hydro-electric 
projects, it is not unusual to find projects 
languishing for over a decade 

The SEBs along with NTPC and NHPC 
have installed as much as 86,116 MW of 
capacity. This is not a small achievement, 
and one that cannot be wished away merely 
because we desire to attract FDI into the 
sector. An imaginative policy needs to be 
formulated to enhance the working of die 
SEBs and bring more productive capacity 
on stream quickly. A number of SEBs 
have either semi-finished projects that ate 
languishing for want of funds, or could 
have additional capacity installed in the 
same location. It would be appropriate for 
the Government to formulate policies 
whereby specified assets of the SEB 
concerned are hived off into a separate 
Company with market consideration be¬ 
ing paid. Part of this consideration could 
be through issue of equity in the new 
Company. A joint venture paitner-eidier 
domestic or international - could then lie 
inducted and additional capital raised to 
facilitatetheearly completion of the project 
Three ad vantages would accrue under such 
a strategy: 

(1) Existing SEB projects could be im|^- 
mented 

(2) The SEBs would continue to grow 

(3) Employees of the SEBs would be 
protected as they could be gaiKfully em¬ 
ployed in the new venture 

We have mooted proposalsof thisnature 
to two State Governments, and are hopeftil 
of receiving positive responses veiy shortly 

TELECOMMUNICATIONS 

Significant changes have been brou^ 
about in the telecom sector and it is likely 
that an apex Telecom Regulatory Author¬ 
ity will soon be created. Timely steps have 
alro been initiated by the Department of 
Telecommunications (DoT) to make the 
bidding process and tenders more trans¬ 
parent 'Telecommunications is a field 
where India can rapidly create infrastruc¬ 
ture on par with facilities the world over. 
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There are two initiatives that need the 
special consideration of the Government: 

(1) It may be useful to consider a merger 
of common interests between the Ministry 
of Information and Broadcasting, the DoT 
and the Ministry of Communications. As 
technology pFogrcs.ses, the dividing line 
between these Ministries woujd become 
increasingly blurred 

bur current deficit in iiifrastroc’ 
tUrc is enormous and we noltwfer 
have the luxury of extended ttme 
Iranies to upgrade our existing 
fnftnstructure to global stondards 

(2) The boom in cable TV operators and 
satellite controlled TV clearly indicates 
that multi media is here to stay. It is thus 
appropriate for the Government to consider 
initiatives to usher in a high technology 
multi media environment as painlessly as 
possible. We need to bring together diverse 
agencies to work with each other to create 
a backbone optic fibre link that would 
serve as the base for an Information 
Highway, IL&FS has mtwted a proposal 
to the Government to consider such a link 
using right of ways available with the 
Ministry of Railways as well as submarine 
optic cables. Base infrastructure of this nature 
would not prove to be overly expensive, 
and would inter-connect India globally 

OPTIMISATION OF 
INFRASTRUCTURE 

Little attention is being paid tooptimi.sing 
exi.sting infra.structure. It is certainly 
exciting for Government and sponsors to 
establish a global .size plant. It is less 
appealing to focus on optimising existing 
infrastructure 

The low plant load factor of our SEBs 
is a common knowledge. A few agencies 
- notably the National Thermal Power 
Corporation - have taken strides in exam¬ 
ining existing power plants and modifying 
them to achieve higher levels of pnxiuc- 
tivity. In the process, the incremental cost 
of power generation is but a fraction of 
the cost of establishing a new power plant. 
The time frame for the increased produc¬ 
tivity is also much less than that is possible 
through a green field project 
Similarly, there is scope for optimising 
infrastructure across other sectors. There 
is a fair degree of dark fibre in our telecom 
infrastructure sector. We have networks 


which by themselves are a useful 
demonstration of what can be achieved, 
but regrettably our networks do not talk 
to each other. The co-ordination between 
the Ministry of Railways and the urban 
authorities for optimising urban Uaffic 
systems leaves much to be desired. 
Optimisation of existing infrastructure 
including development of inland water¬ 
ways is thus a task that the Government 
needs to focus on with great urgency 

PROJECT DEVFXOPMENT 

Encouraged by the initial responses re¬ 
ceived from domestic and international 
sponsors, several Union Ministries have 
offered to privati.se a number of projects 
within their control. State Governments 
have also announced privatisation of 
projects ranging from power plants to 
projects in the mining industry. The Gov¬ 
ernment is well intentioned, but is Uxlay 
criticised for lack of transparency in choos¬ 
ing Its partners, or in permitting construc¬ 
tion cofitracts to be awarded without a tender 

It is possibly a retrograde step to insist 
on global competitive bidding for all 
projects. Our current deficit in infrastruc¬ 
ture is enormous and we no longer have the 
luxury of extended time frames to upgrade 
our existing infrastructure to global stan¬ 
dards. Two possibilities could be examined; 

(1) There is a need for initial project 
development to be undertaken to define 
the project in Us entirety. The preliminary 
project cost, the conceptual Jbasis for 
privatisation- be it usercharges, real estate 
development, etc - the environmental 
constraints, if any, and the rate of return 
to the investor must be defined. Once this 
project development cxerci sc iscompletcd, 
it is fairly easy for potential sponsors to 
respond to tenders on the basis of common 
assumptions In the absence of'such 
project development, tender responses vary 
tremendously 


(2) The Government could also 
consider making a distinction between 
project sponsorship and award of 
contracts relating to procurement. Not 
so long ago, it was common for the State 
Industrial Development Corporations to 
invite an industrial partner for a project 
on a bilateral basis. Subsequent to the 
foregoing. Financial Institutions and IDCs 
together ensured that procurement was 
undertaken through competitive bidding 
procedures in order that project costs were 
maintained at reasonable levels* 

There is no reason why we cannot 
adopt a similar process. I see no difficulty 
in any State Government or local authority 
bilaterally choosing a credible sponsor. 
It will be up to the sponsor and the local 
authority to ensure that the subsequent 
procurement process is conducted in a 
transparent manner 

CONCLUSION 

India is on the move; we will need to 
enter a period of accelerated growth if we 
arc to tackle the formidable challenge we 
face of improving the living conditions of 
our people across the country. Initiatives 
taken by the Government have produced 
tangible results, though we now need to 
be carefully strategising this growth pro¬ 
cess over the next decade. The financial 
sector and the infrastructure sector will be 
the heart of this process of stimulating 
growth as they both are critical sectors; 
they determi ne the pace of growth of every 
other economic activity. IL&FS has only 
just made a beginning; it is my fervent 
hope that in the years ahead we will be 
able to contribute as a major player in both 
these markets 

^ank you 

Deepak S Parekh 
Chairman of the Board 
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joint t orest Management 

Superior Property Rights? 

Shashi Kolavalli 

The}ore\t depottments in several statei are collalMtatinf(Hilh (ommunities fa regeneiale foic\t\ h\ i,vi //ii,' a sliaic 
of the lights to revenues This paper argues that Ini’ll losti of exdudini’ unauthonsid use has compdUd finest 
departments to accept this change m rights to forest lands But ne cannot c spat/on stili pin mu nts to itnmia nn cmm"/til 
role for the communities in forest management because then piimars motisi is to ndiai tiuii costs 


JOINT foiesl management (J^M) i\ a new 
approai h to loiest management wIikIi lorest 
(Jcpaitmcnts in several stales arc enipli)>ing 
lo/ejuvcnate lorests wiili the partnipaiion 
ot the lommiimties living nearby ' The 
essence ol JbM is loiest clepaitmenis 
alienation ol some ol the rights to loiest 
produce to the communities In exchange for 
participating in the management ot lorests 
the communities gam the right to minor 
products ol the lorests and a shaie ol the 
revenueIromlimbci sales Alienationriuhls 
to land lemain with the lores! dcpailmenis 
the communities are given inlv the usuliuci 
lights The pailicipalion expected horn 
cominumiies meicly entails pioiection ol 
lorests 111 most i iscs In some cases the 
cominunilics ma\ be given the opporiuiiitv 
to panic ip lie nulecisions icuarding how the 
loiests are joinllv managed I he most 
signiluaiii ispiciolJF Mis that by alien nine 
some lights 10 Idlest lands which iic vcsied 
111 them lobe managed 111 the iialioiial intcrcsi 
the lorest dcpattmenis induce the 
coniniuiuiicsioaidllieminlhcirinanagc meni 
ol loic'sls 

Allhoughcx|)c'iniieiil.ilioninniaii igcnieni 
through benclil shaiing li.is been aoiiig on 
tor several vcais in a lew stales such as 
Oiissa and West Bengal participation of 
people in loiest maiiagenient w as legitimised 
only 111 1988 bv the naliunal lorest policy 
Some ol the basic objectives ol the 1988 
policy aic Meeting the rccjiiiremenls ol 
liielwood. loctdei minor lores! picKluco and 
small limbci nl the ruial and tubal 
popiilalton Cieaiing a massive fvople s 
movement with the involvement ot women 
lor achieving these ob|cclives nid to 
inininiisepiessureoiicxisiingloiests ' |GOI 
1988 2| The 1988 policy lecognised severe 
depictionol loiest cover since 19^2 although 
the loiest policy ol I9‘i2 had set at.iiget ol 
iiicieasnig loiest covei i(< oiie-lhird ol the 
country s land aiea It attributed the clepic 
turn ol lores! covet lo pressure on loiests 
Irom increasing demand loi Itielwood, 
loddei and iimhei inadec|uate piotection 
measures, diveision ol loiest lands to non- 
loicst uses and a tendency to look u|iun 
lorests as icvcnue-Ciirntiig resources |CiOI 
1988 2| The 1988 policy emphasised 
meeting local needs even at the cost ol the 


protective liiiiciion ol loiests because ol 
glowing prcssuic on lorests Irom increasing 
population K’liaiurvcdi 1992 187) 

In June 1990 the secretary, environment 
and lorests in i circular to lores! scctetaiies 
ol all stales and union Icrrilorics, lurlher 
claiilicd the policy relaling to people s 
involvement in lores! management The 
circular staled 

The national loiest policy 1988 envisages 
people s involve mem in the development 
and pioicclion ol loiests I he policy 
doc ument eiiv is iges it asone ol the essentials 
of forest man igemeni that the forest 
comnuinilies shou Id be molivaied lo identity 
themselves uiih the developnii ni and 
pioicciioiioi loiesisliom which they dense 
benc Ills 

the need toi woiking out the modalities 
loi giviiii! to the village communities liv mg 
closetollic loivsilaiid usulructuaryhciiclils 
lo eiisuic ilicii participation in the 
alloicsiatioii piogrammc was emphasised 
thcbcnelici iiils should be given usutiucis 
like glasses lops and lops ol branches and 
minoi loiest pioduce If they successfully 
protect ihc loicsis they may be given a 
poilionol ills piocecds Irom Ihc sale ol iiees 
when they m.iiure (GOI imxio ll)| 

The naluie ol community pariicipiilioii 
envisioned in II M is quite clilleient Irom 
participation accumniodaicd in earlier 
progranimes 1 orest labour co operatives, 
lor example wcie imitated to put an end lo 
illegal hai vests by contractors jCJOl 1988 b| 
Forest laboui co operatives supply laboui 
against wages and also ri^eive a small share 
ot the net procei ds Irom produce markeled 
through then own dc|iois I hey are not 
residual claim mis to loiest revenues 
lliereloie, tlicv may not have any interest 
in the long icim development ol loresis 
JFM, on the other hand, grants ceilain rights 
lo benefits lioiii the lorests to participating 
comn.unilics bcc ause ol which they have .in 
interest in enhiiicing lores! pioduclivily 
The natuie ol community paiticipation 
envisioned in JI M is quite dillereni Irom 
paiticipation accommudation in earltei 
programmes Forest laboui co-operatives, 
lor example wcic initiated lo pul an end to 
illegalharvcsisbyconlractors|CiOI 1988 6| 
Forest labour co-opcrativcs supply labour 


ag.iiiisi vv lus iiicl ilsoicicivc I small shale 
ol ihc iici piockcds lioni pioduce maikcied 
through Ihc II own depots They arc not 
residual claim.inis lo lorest revenues 
Ihciclou ilu'v mly not hive .inv iineicst 
in the lon>’ Iciiii development ol loiesls 
IF M on Ihc ollici h md gi.inis ce il iin lights 
lo be lie Ills lioiii the loiests lo p.iilicipllillg 
conmumiiii s bcc iiisc ol vvhii h ilic v hive an 
intciest 111 cnhaiiciiu loicsi piodiitliviiy 

Proi'ikii Ricans ami linn 1 MOkciMisn 

I’ropciiy lights ovei assets consist of' 
lights, 01 the powers to consume, obtain 
income Imni iiid ilienale these assets 
|Bn/cl 19 S 9 2 ) Apcl^oll s ibililvlorcalixc 
ihc pilcnliil V line ol Ills Ol lici pioperty 
dcpciils on llic I’lliiic ol in'llls iild the 
c'xleiii lo vvhic h II Ills c 111 111 pioli clccl ITie 
.ihihlylocvcliidc ollicispicvenisihc piopcitv 
Irom beconiiim in open access lesoincc ind 
the abililv lo diciiiic uicllodciivc iiuoiiie 
peimils the ovvnci lo ic ilisc 'mis lioni 
cxclianei |Bii/cl 1989 811 I he cxieni lo 
which the ii'.his lo I piopciiv icmain 
undilukcl IS cli |x.ncit nl i n Ilk clloiis made 
by ihc ovvnci lo pioh 11 ilicin clloitsmade 
by oihcis lo c ipini ilu iss^i iiid pio- 
leclion piovidcd by ilic aovcinnu nl |B ii/cl 
1989 2 ) I’roteclion ol oik sii Ins involves 
considciabic costs When piokciion costs 
ate positive, rights to .isscis c.ninoi he 
perfectly deliiiealed [Bar/el I 9 S 9 l| Tins 
provides an oppoilimilv lor others lo honelil 
Irom the piiipciiy 

I'oicsidcp iiimciiis though leg il'jii luliins 
ol lore si with pow CIS to exclude people liom 
making ccii iin uses ol the loicsis i annoi 
clleclivclvcloso Ihcv couldcxcluclcpeople 
byconsiiuc lingphvsic.il bairieis t'osismake 
this opium lately Icasible 1 he other option 
isiotlelcrencioachnii nl bv iiiakine n costly 
loi the olicncicis Adei|ink dclniciic c can 
becrc iledonlybv iiiainl,iiiiin"lhc pi oh ihililv 
ol c ipinic piosc,.niion iiui hush 
punisliiiiciiis ii i.iiilv high levels All this 
requiics inloimaiioii which is cosilv to 
galhei Incllcciive laws and indy Iceal 
systems diliiie deterrence Moieo' ‘' some 
encioachmenis may take pi ks mi collusion 
with the stall ol lorest cfcparimeni in which 
casfthcincenlivesloprolccllhcdcpnimeiil s 
rights themselves miy he wc-ik 
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In Ihc absence of effective protection, 
forest departments rights over forests arc 
not fully clelimsiied In older lo ctoiiornise 
on monitoring oi guarding costs lorcst 
departments tn<iy pi event onl y tllosc c nc i oac h 
ments whii li arc not c I'stly to picsc iit theicby 
providing open aciessio some bcni Ills 'loni 
forests As an example loiesi depaiimciits 
may efuxise to ignori illegal gri/ing and 
firewood collection hec uisr they are 
numerous anddil lie ult to pic vent The lights 
which cannot he liillv prolei ted bceomc 
available lor others to e ipluie Hits alfeets 
the forest department s ability to retlise the 
full potential lioni lorest lands 
The most numcioiis eneiouhments ate 
made by those who depend on loiests lor 
their livelihrxKl I hen cne loachmcnl may 
take the loim of livestock gi i/mg, firewood 
and fodder colleciion mcl harvest of non 
timber and umber products both tor domestic 
use and sale 1 he toiesis in which such 
encroachnienls oicui nc likely to be 
dcgiaded Cni/ing md Incwootl collection 
in excess ol sustainable c iprciiv ot lorests 
ate consideicil to be the majoi causes toi 
lorcst degradation (ira/mg in loresi I mels 
IS extensive iieaily all loicst lands in 
Rajaslhanaregn/cd UP gia/ingtakesplace 
in XI perceni o( loresi land in West Bengal 
ovci 7()perccni in Sikkim,ovei VS percent 
and in N.igilanel oxei St percent ol loresi 
lands |LjI 19^)2 421 1 here is consideiablc 
pressure on loiests bcL,iuse ol the large gap 
between demand and supply toi liiewood 
The estimated total qu.aiuitv ol wood cut in 
excess ol silvfcultur illy peinnssiblc limit 
was t 24S million cubic metiLS in the tS 
years between l9St and I9S7 This was 
estiniatcd to h.ive lesiilled m total desti uc lion 
ol t million hectaies and in the rcduciion 
ol glowing stock m 27 million hcct.ires [Lai 
1992 401 

Less numerous arc encioachnients 
intended tor haivcst ol valuable toiesl 
products pnmaiily limbei they may be 
less numerous than livelihood based 
encroachments but their contribution to 
dcgiadation is not any less They gcneially 
take place in forests which still h ivc valuable 
timber They aic also likclv lo i.ike place in 
foicsts which arc isol lied Irom the 
commimiiics Phev are easier loccsnirol But 
these encroachments in.iv be lacilitated by 
collusion among cm ro.ic hers politic lansand 
loiesi clepjitmcnt siatl 

Lnero ichmcnls could also lake place due 
to political reasons I oiest policies create 
cuntlict between n,itional and local needs 
The I9S2 policy st iics that the accident 
111 vill.ige being situ Ued close lo a loicst 
Joes not piejudicL the light ol the whole 
.ounirv as a whole to receive the benefits 
)l a national assLi jCiOl I9S2 419] 'Rural 
.(immunities also see little coming back lo 
hem from their neighbourhood forests 
nanaged by the forest depaitincnls in the 
lational interest 1 his conllicl w.is parti 


cularly strong during British rule when 
foicsts were expfoited for the benefit of the 
empire As i result, there was a general 
defiance ol loivst laws and forests were set 
on fire duiing ihc movement lor home rule 
in 1916 Resentment from lorest related 
conflicts with tin government ‘lentinspira 
tion to ireeduni struggle in Uttar Kannada 
[Nadkarni 19Kh 40) in Pun, lor example 
villagers on sevi i il occasions raided ncaibv 
foicsts to cut down liccs [FRI 1961 79) 
Moie rccenilv luge scale fellings by 
lhaikhand ictivists in Singhbhum is believed 
to he a protest .igiinsl the government s 
apathytow irdsihf region[Chattcijee 1944) 
The costs to the lorcst department ol 
prev enting eiK I oac hnicnts also difler among 
clillcrent kinds ol cncioachments The costs 
include momloiing prosecution and political 
costs The more numerous encroachments 
such as grazing liicwmid collection and 
harvest of products needed for subsistence 
which take place m degraded lorests are 
costly to prevent I he inlormation costs an 
high because they ire numerous More 
importantly the political costs arc high fhe 
communities may view these encroach 
ments asbeinginoialinlhescnscol conimu 
nitics hdv mg a righi to a living to the extent 
local resources permit’ |Scott 1976 176) 
Smuggling and poiching related cmro ich 
ments should be easier lo exclude bcc.mse 
they are less numerous, and such cUorts aic 
also likely to leceivc popular support But 
political support m.iy be weak The potenti.il 
loi laige prolils and the possibility ol 
collusion .IS IS evident from sandalwood 
smuggling lor example, make such 
ciicioachnicnts dillicull to control Ihc 
collusion may be so powerful in some cast s 
dial the toiesi department iti.iy lack the 
incentive to protect its rights'* 

The loresi dcpaitments have adopted 
ditferent measures to discourage encroach 
ments One ol (hem is to reduce pressure on 
loiestslomeelgr izing firewood,andlimbci 
icquiremenls ot communities One ot the 
objectives ot social forestry is lo meet these 
icquiremenls ihiough promotion ol foiestry 
in private and village lands The recent lorcst 
policy IS deal that suflicient foddei luel 
mcl pasture should be provided especiallv 
111 areas ad)oimng lorests loprevent depletion 
of lorcst beyond the sustainable limit [GOI 

1988 4) Policing powers of the forest 
departments also have been strengthened 
The 1980 loicst bill spells out a number ol 
piohibitcd ads in preserved and prolcxtcd 
forests and piestnbcs punishment lor 
committing these piohibited acts The hill 
also has provisions tor the seizure ol 
implements used in committing these acts 
Forest officers were given very wide powers 
of direst and ol seizure of property to deal 
with forcstrv related offences [Kulkarni 

1989 150) In Gujarat, the lorest department 
has the authority to seize trucks used tor 
transporting illegally cut timber' The 


intention of granting such powei% to forest 
departments is lo make punishment more 
likely, sevcic and switt As a result, policing 
has emerged as one ot the primary functions 
ol foresters 

Forest departments policing has resulted 
in high political costs particularly when it 
deprives the locals ot their livelihood 
C’onllicts have taken place as lar back as 1772 
llroisi 1978 15) The forester is perceived 
to be an enemy ol the people in many places 
InGujaial.lorexample eachycai anaverage 
ol 18,(XX) lorest ol femes are recorded These 
include 10 (KX) cases ot timber thelt, 2 (XX) 
loi grazing, 700 lor tire and 5 400 others 
[Palhan ct al 1991 4) Since (he lormalion 
ol Gujaidt 2() forestry ollicials have been 
killed in conlronl.itions Between 1985 86 
and 1989 90 there were 476 incidents ot 
assaults in which 484 forest ollicers were 
injured and tour died I Pathan cl al 1991 3) 
Clashes between individuals and foresters 
oci asionally (urn m(o broad-basedconflicts 
be(weeri communities and (oresters Given 
(he potcndal tor condicts the lorest 
departments are not capable ol ellectivcly 
excluding people from making what they 
consider to be illegal usc,s ol the (oicsi 

Joisri Manac.iviim 

That punitive measures alone wcie not 
adequate tor excluding people tiom the use 
ot toiests was realised iii the 60s itsell |FR1 
1961 99) Thccxpenenccot the West Bengal 
lorcst department also suggested that 
liaditional methods ot surveillance .ind 
policing ‘ ltd to a (ompicte alienation ot the 
people Irom the administration resulting in 
ficquent clashes between the loicst 
department and the communities' )WBbD 
1988 114) Having realised the (utility ul 
protecting the forests armed with only 
punitive measures, some lorest departments 
began experimenting with involving 
communities m forest management fKantet 
al 1991 2-4, Palhan ctal 1991 3) In West 
Bengal, Gujarat, Haiyana, and Himachal 
Pradesh some foresters began discussions 
with communities lu encourage them to 
organise and protect lorest lands from further 
degradation People themselves took the initi- 
aiive in Onssa Bihar and Madhya Pradesh 

Communities themselves, particularly 
through voluntary organisations, have 
brought pressure on policy-makers to 
iccognisc that they are also interested in 
conservation and that they ought to be 
involved in forest management [Bhatt 1987) 
These pressures may have contributed to 
changes in policy which have accommodated 
community paiticipation in fwest manage¬ 
ment But the principal factor which has led 
many forest departments to expenmeni with 
community involvement in forest manage¬ 
ment and also become receptive to joint 
management is their inability to prevent 
encroachments so as to be able to put forest 
land into productive uses as they perasive 
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ntff tma to iitvoive ^pie in fottst 
management was recognised in (he 1932 
policy itsell The policy stated 

No forest polic> howeverwell inlenliuned 
and meticulously drawn up, has the slightest 
chance ol success without (he willing support 
and CO operation of the people The 
lecognition ot then rights to lorest produce 
at concessional rates, or, tree or royalty is 
not by Itsell enough What is necessary is 
to instill in (he people a diicci iiuerest in 
the utilisation of lorcsts [OOl 1952 427] 

Howevci, mechanisms necessai y to instill 
direct interest were not introduced by the 
lorcsi departments But as exclusion costs 
progressively increased because of the 
rising number and the seventy of infringe 
mciits the forest depaiiments have become 
more receptive to cicating a direct interest 
m the communities 1he shill in policy 
towaids joint lorest management has been 
primarily lo lind a properly rights structure 
which would make exclusion more Icasible 
•mil less costly to the lorest departments 
I his IS fairly evident from fTM policy 
slatcmenis ol various stales which hive made 
some progress in implementing Jf M 

Bihar 

It IS necessary lo lehabilitaic these lorcsts 
and increase (heir pioduc ti v ity Aftcr serious 
delibei itions the govcrnincni has (cached 
the conclusion that Iho minagcmciu and 
proiection ot forests close lo the villages 
must he done with the co opcrilion ol the 
village people |OOB 1990 11) 

(lUjatal 

Rcsponsihilily ol the v ill igc coininunily aic 
(i) To pioiecl Idlest land linm cncioach 
* nicnl cultivitiun fiic telling and gi i/ina 
III) rile eoinmunilv thioiigli its iiKmheis 
will piL'vrnI any damage lo the lores! area 
alloltcd by my unauthoiiscd peisnns and 
will inloi m the lores! officers cone cined loi 
taking necessary action (GOO 1991 I6| 

Hat \ana 

Presently one ol the majoi lolcs ol the 
foicstdepailincntisto police ihesutviving 
forest lesouiees This results in a continuous 
confiontation between local villageis who 
need to exploit these resources for survival 
and the forest staff who aie duty bound to 
protect them 

I he essential learnings from Sukhumajii 
and Nada were the following that social 
fencing by village communities can be more 
effective in protecting forest areas than any 
amount of policing by the forest department 

The basic philosophy underlying the 
proposed policy is to link the economic 
interests of villagers adjacent to forest areas 
with sustainable management of those ai eas 
[GOH 1990 18 19] 

Jammu and Kashmir 

Whereas active participation of local 
people IS vital for regeneration, maintenance 
and protection of plantation done tor affore¬ 
station and rehabilitation as aforesaid, 
ICKDJK 1992:26]. 


Karnataka 

In spite of several measures like increase 
in staff communication netwoik and 
increased intensive patrolling, etc, the desired 
results have not been achieved Keeping this 
in view the state government desites ihai 
people living in the villages adjoining ihc 
foiesi aicas should he actively involved in 
the conservation planning and piotcction 
regenci alien ul degraded forests | Kai nataka 
government Older quoted in llcgdc 1994] 

Madhya Biadt \h 

It has been noticed by Ihc govtrnmeni lhat 
damage to the government lorest is inci c.ising 
day by day due to illegal cutting and em roach 
ments by some oiganiscd gangs U has been 
brought lo iliL notice ot the govcrnincni ih u 
m spite ol adequate measure taken m such 
scnsitivcaicas such as increasing the number 
ol forest olliLials intensive paliullmg and 
other arrangements satisfactory results have 
not come so lai Keeping this m view the 
stale govei nmeiu has now come lo the cone lu 
Sion lhat until residents of villages adjoining 
the loicsi arc IS sensitive to damage give 
then active c(i operation to (he loresidepait 
ment m the pioiiclion of loicsls it would be 
impossible lo pioietl the fotest aicas lully 
In order lo gel the co opciation ol the 
villagers m ilu regeneration ol such lorcsi 
areas it is cssenti il to give them incentive 
by way ol i shiic m the loiesi piodiice 
[GOMP 1991 18) 

Maharadilia 

Ihc illicit cutting ul ticcs iicmi ihc irea is 
mtic.ismgloi V iriousicavons Theiclcvanl 
laws and ugiilations imposed by the 
govcinincnl lie nol siitlicicnt lu picvc nt Ihc 
dcsliuclioiuil lorcsts People sco opciation 
m proteclmc llic (oicsi is vciy csscniiil 
IGOM 199’ 14] 

Onssa 

Aflcrcaiclul ippiiisil the govunmcnl is 
ot the view ili iiihe lask of pioiccimg forests 
IS so uigeni md so enormous that the rural 
community should be lully and actively 
involved m il 

The assigned V illagcrs shall be icsponsibic 
tor live prolcciion and prevention ot illicit 
lelling the I Is ot lorest proclute and 

eiicioachmcnts m Ihc assigned lesei VC loicsi 

areas (GOO 1988 50) 

Rajasthan 

Since the iisk ol regeneration ol such 
lorest lands by atiurcsialion is quite 
voluminous ihc success of the el forts made 
thiough the stale government s resources 
and manpower has been limited It has been 
decided aftci thorough discussion of the 
subicet at cciiii al state and other levels that 
for the conservation, development and 
management of such degraded and denuded 
forest land co operation and participation 
of the local villagers and voluntary agcnc les 
through gram panchayats may be sought 
from this year IGOR 1991 52] 

Tnpura 

Whereas active participation and involve 
ment of local people is vital for regeneration 


ffiatnteA«bce uid protection of aforesaid 
foresis/plamations and successful imple¬ 
mentation of the programme 
Now iherctoie the governor is pleased to 
dec ide lhat forest pmtec lion and regeneration 
committees shall be consiuuted tor this 
puipose and benef ic larics acting as members 
ol such cominitlecs shall be allowed as a 
mcasurcof incentive usutiuctdetincdhercm 
afur para 4 sub|eci to observance ot the 
umditionsprovidcdinthisresolulion (GOT 
1991 57] 

W< si Bengal 

Whetcas active paiticipation and 
involvement ot linal people aic vital for 
icgencration maintenance and protection of 
iloicsaid lorcst/plantations and successful 
implcmeniatiun of the programme. 

Now iherclore the govei nor is pleased to 
dec idr that loi csi protection committees shall 
be constituted lor this purpose and bcnetl- 
ciarics acting as members of such commit¬ 
tees shall he allowed as a measure ot incen 
live 25 per cent of the usiilriict subject to 
observance ol the c ondilions piovided in the 
icsolulion lOGWH 1989 62) 

I he perceptions and inleniions ol policy- 
makeis in various stales aic explicitly stated 
in iheir policies The lorest departments 
hive tailed to maintain lorcsi covet or 
improve degraded loresis They will be able 
todo VO oiilv it they involve (he communities 
In Iorcst management Soc lal Icnciiig is more 
dcsiiahlc and citcclivc than policing 
Piotcction Irom Ihitvcs icquires (he to- 
oi>eiaiion ol ihe people living nearby these 
loicsls they can assist the loresi departments 
h\ providing inlormation A direct interest 
111 lorest developmtni can be instilled in the 
communities by giving them a shaie of the 
lorcsi revenues 

As the piincipil motive ol the forest 
dcparliiicnis in proinoling JFM is lo arrive 
al a properly riglil sliuclurc which reduces 
llicir exclusion costs iheic may be a basis 
lorundci standing Ihe reasons for dillerences 
in Ihe enthusiasm wilh which the forest 
dcpaitmciils arc initi iiing JFM in dilferent 
stales ind the lypcsol ilic loresis which have 
been brought under JIM f orcst departments 
aic least able to exclude people without 
antagonising thecommumtics where pressure 
on lorcsts is high because ol livelihood- 
based encroachments Therclorc forest 
departments in slates where there is 
considerable loiest dcpcndenl population 
with degraded forests in the vicinity of 
communities arc likely to be most eniluisiastic 
about JFM Where theft ol high value 
products IS the primary problem punitive 
measures are likclv to be more eflcctivc as 
they would noi be objectionable to 
communities and the lorcsi dep irtmcnis are 
less and likely lo enter into JI M 
Along the same lines one c in ilso hypo¬ 
thesise that lores! deparimcnis would like 
to bring under JFM only lorest lands which 
they cannot manage single handedly Only 
those degraded lands whether forest depart' 
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went or communtiy owned which have ihe 
V most potential lor impioMiig piodiictivilv 
under shared tights will bo bmughl iindoi JbM 
In Gujarat, tor example only lorests which 
are heavily degraded in leims ol tree envoi ) 
are available lor JbM I he legal siaius and the 
condition 1)1 these lands mav saiv Imm slate 
to state The stales an clearly not inleiested 
in sharing lights to [iiodiictice tmesis ' 

Aim-roi-rimi t’koiiRi'i Rums' 

As propeity iiehls to ,in issi l inllnence 
how It IS utilised mie i in think ol one set 
ol rights beiiic’ suptiior to iiioiliei in let ms 
ot the poteiili.d ol the issi l lealised 
AccordingloH.ii/oll Ihbd M masimisation 
ol Ihe net value ol an asset icc|uues an 
ownei sliij) p.iiic rn w hic h c an most elk clively 
constrain iiiicompens iied exploUalion As 
Ihcfc ate costs .issociaied with rieliis 
prolec lion and these vaiy Imm one siiu.ition 
to anoihei the n.iiuic ol piopeily lights 
which picsail s.iiv .iccoidmg to the n.iluie 
ol assets and Ihe uses to whic h they .lie pul 
liuhecaseol land ihcv mav \ai\ according 
to the use lesoiiices or ci cumslances 
involved IB.iily 1002 lO*)] Io explain the 
transition lionr common I inds to jiii.ate 
lands in New I n el and aeiiculiuie held 
(lox*; ypt 6*)) .iigiu s lh.it the o|)timal 
eommoniiess lor using a naiuial lesouice is 
detei mined by c hanges m(i) exclusion costs 
(II) total value ol common piopcrly 
cxieinalilies in the comimimlies .mil (m) 
trans.iction costs ol iLiihini' leiceinciils 
among nseis ( liaitess in exclusion costs 
trom iiehnoloeii d development loi 
example c.in lead to changes m ii'dils The 
polenii.il lor reducing exclusion costs 
possibly through changes in the lights 
themselves piovides an o|ipoiiiiniiv to 
enhance the v.ilue ol in .issci 
Apiopeitv iighlssliuelure which vesisihi 
lights to levenui s lioin m.i|oi products ol 
the tmesis with loiesi dep.iilmenls .ilone 
may yield less than the potcnii.il bciiclits 
Iroin loiesis Fmesi dcpailinenis inability 
to exclude resulltng in ojien .m ess to loiests 
may le.id to the unsusi.nn.ible h.iivesi ol 
loiest llian.ilsoinlluincehow they in.mage 
the lorests I hey in.iv devi-lop tmesis which 
yield only iiinbn this is done ihiough 
planting ol whit are known as delensivc 
species whic he an withstand gia/ing mil are 
unsuiied loi loddei Ihe consecjiicnce 
theietorc ol luiient lights which le.icl loiesi 
dep.iitinenis tri jiutsue limhet piodiiciion is 
a gap beiw e'en Ihe potential .md .ic trial v alue 
ol output liom loiests 1 orest l.mds could 
be pul to better use when they .tic managed 
to meet both timber and non limbei needs 
such that the total value ol output is high 
hiiest management decisions under the 
cuircni right siiiti lure ovei look the value ol 
noii-limbei beneliis to communities 
A change to a more pioduclive set ot 
property rights may come about when the 
prospects ol getting a share ol Ihe benelits 


from doing so provide Incentives for 
interested parlies to reassign properly tights 
|l ibecap l‘)IW l‘'| The interested parties 
who may mtlui nee jtolicies atlccling rights 
are (i) tommumiics which traditionally have 
had .recess to lorests (ii) the loresi 
department .ind (in) indusiiv I he 
communities h.ive l.iced both an erosion ol 
then rights to loicsi products and icdticed 
How ol benelits m which they have rights 
I hey olien .itliihiiic decline in jjrocluciiv iiv 
to lores! (lolicics md demand ti.msici ol 
lights to comimimlies to enable local 
man.igemeniol Imcstsascommonpiopcitics 
The indiisiiv vvoiild like gieatcr direct 
control ot loresi I rnds so that supply ol 
then inputs be comes more secure The loiest 
dep iiimenls/govcimnent have conic under 
UK leasing jiublic siiutiny and piessiiie to 
nil le.ise III e cover lollowing lire ii'.ihsalimi 
lliiough s.ilellite imagciy that loicst cover 
III the countiv IS much less than aclii.illy 
believed Between Ih72 7S and l‘>SO 
the loiest cover h.id actually gone down 
liom lOd [111 cent ol geogr.ijihiial .in.i to 
14 1 jiei cent |N,idkaini l')8X lh()| All 
jiaities h.ive an iiiti lesi in changing piopi iiy 
lights But Ihe interest that is ol most 

I misequeiii e in leassigning Ihe i ighis to the 
lorests IS ih.ii ol the ciiiieiit holder ol the 
lights Ihe imest dcp.iitmeni 

Aiioplimal bundle ol lights Ironi the point 
ol view ot the loresi department is om iii 
w hie hits [lower to pul Ihe l.md to uses vvhie h 

II (leiieives an in die national mteie si is not 
diluted .md Its levenues remain Ihe s.iiiie 
il not glow One option available Im the 
lorestdciiailmcnl islok isedegi.idl'd loii sis 
to industries tor e iplive plantations But 
li'.ising toil's! l.md to iommeiii.il linns is 
not alw.ivs icccpt.ihle to the pubhe Ihe 
ilc'eision ol the Karii il.ik.i stale goveiiimenl 
to allot goveimiieiil l.md lor develo|iiiig a 
c.Iplive pl.uiiaiioii was challenged in the 
courts (Gailgil .mil Guha l‘W2 Id2( I he 
loiest dc'p.irlniciils themselves ni.iv op|)osi 

I .iptive planl.iiioiis when they dimmish the ii 
coiitiol ovei loiest resources and w.ui.mt 
scaling down ol Ihui operations Moreover 
ihc'v in|ov the miienl jxisition ol being 
inonopolv supplicis ol scarce indtislri il 
inputs .It conliollul puces 

I he other option istoinvolvccotnmunilics 
A desir.ihlc binidlc ol rights liom the point 
ol view ol the i oiiiinimilic's is one which 
gives them the ucess to loiests which they 
h.ive tradition illy h id.mclasharcol revenue 

II not .1 coinpic Ic loniiol over loiests which 
would give till 111 the incentive to invest then 
lesoiircc's 111 loiest development However 
It iiuiy also be wrong to assume that people 
alwaysw.mi loiests to be developed as lorests 
or that they should be managed by 
communities L veil tribals liadilionallv 
piesiimed to I ivoui colicciivisi ii.idilions 
may desire to become private landowners 
and thereloie seek regularisation ol 'illegal' 
cultivation ol lores! lands |Sh.ih I9<)4| 


A set of rights which would eiicotirag^ W 
operation between the forest department and 
the communities is one in which Ihe 
conimunilics IccI that they have a tatr share 
ol the revenues which is commensurate 
with the ellorts that they pul into joint 
m.magc'mi'iil, and the lores! department Jeels 
ih.it Its own revenui> and powers are not 
diluted while inainiaimng or impioxing tree 
cover '(he requiiemenis ol the two parties 
can be the basis lor deteiniining an optimal 
slutre ol lights between the two [lartics in 
JI'M A shareaccepiableioihc'commuiiilies 
IS one which they Icel is ci) ,tt the least 
comnic'nsur.iic' with .iddition.il elloiis that 
they pul lorth, (it) kiir II the shaie m not 
t.iir by the standards ot iheconimuniiy, they 
will perceive the agreement tobec'xploiialive 
rite conlliil between a comnnmilv and the 
loresi de|)artiiic'iil regarding sharing ol 
benelits is akin to one between a landowner 
.mil a Icnani 

Because ot histone al ownership patterns, 
the rc'l.iiionship between Ihe loiest 
ilcp.iilmeni and the coniiiiunily has come to 
be that ol a p.ilron .md i In nl I his view may 
not be .iccipl.ible to those who loiisider 
loinmuniliis to be the Icgiliiiiale owners ol 
lorests But It IS only in this lontexi Ihal we 
c.m ex.iiTiinc wlielhei theiel ilioiiship uiidei 
J( M IS exploit.ilive Ol .miuil.in distiibiition 
ol ellorts and rewards (he exislc'iiic ol 
iii|ustici' Ol exploitation im()lic's that there 
IS a noim ol justice But the dilliciilty is to 
lome up with an aciipt.ible iioini which is 
.ilso consisic'itl with the siib|iclivc leeliilgs 
ol the exploited I Sc oil Id7l IxX ‘>‘)| (wo 
piiiiciples 111 It 'c'c'iii to uiulc'il.iy what is 
moral .lie the noun ol lecipiocity anoiion 
ol eijii.il exch.mge ,mcl light to subsistence 
(l‘)7l 167) As Scott suggests one must 
examine the notion ol juslicc' and values ol 
le.il .iciors lathc'i than begin with abslMct 
noim.ilivesiancl.iidsl Id7l I6()| rommuiiily 
peice|)lioii ol wh.ii is lair is le.isonabic 
bolk Ioncepiions ol justice do have a 
ralion.il and re.ilistic basis, ,uid arrange 
inents ihal dep.iit Ironi this basis are likely 
to need deception and loice Ihe moie they 
dode[).iil I More quoted m Scott 1971 1711 
I veil Irom a liiiiiied peispeclivc ol the 
loresi depaitmeiii to buy pioleclion through 
social Ic'iicing liom the commcinilies an 
opiim.il sh.ire lor the communities is one 
which iscongrueiU with wh.il is considered 
to be moral by comniunities Unless the 
communities considei the shares oltercd to 
them to be lair or moral, they would have 
.iniiueiiiiveiochealonlhcagic'cmenl Unlike 
Scott's view that [Wasiints .iie conceiiicxJ only 
with what is Ic'li to them in 4 ,icl.iiionship, 
they are also inieiesic’d in wh.t! is taken away 
A decent return to ellorts th.ii they pul lorth 
provides only a lower estimate ol what is 
considered moral by Ihe p<irticipants Our case 
studies in Gujaial suggest that Ihe communi¬ 
ties IccI that a 50 per cent share ol the forest 
department ts unjust as the communities pul 
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meflt hy mettly heiing a tandcn^el^ 
The shanng ot revenues is not the only 
aspect o( joint management iluiisolcontem 
to tommunities The right to denve inuime 
Irom d property also inthides the right to 
decide whdl to do with the propeity This 
IS the empowerment' Itir which social 
activists arc calling To instil a sense ot 
ownership the communities should he gi ven 
an opportunity to participate in planning as 
well The legislation in some stales Hihar, 
lor example is clearly intended to ‘use 
people to meet the objectives ol the loicst 
dcpirlment and not eng ige in joint 
management in any meanmglul sense I he 
societies established by the district loicsi 
olliceis are cx|x.‘ctcd lo assist the lorest 
departments The do not even have the 
ireedom to decide what they do with their 
share ol benelits Such legislation is hardiv 
likely to instil diiect interests 
When the lei ms ol contract are i onducive 
to instil a sense ol ownciship m the com 
miinitics ihc bundle ot lights inherent in 
Jl Miesultmabcltei alignmentolincentives 
and mioimation ibout the scaicil) ol the 
resourc c It will permit greater realisation ol 
the land potential conipaicd lo stale ownci 
ship 1 he mcieasc m the value ol output will 
come liom ( 1 ) sustainable hai vests ol timber 
mdnon limbei pitKliicIsol loicstsinexisting 
loiests ( 11 ) increase in the value ol outputs 
through planting ol species valuable to the 
conimuniltes and (in) me leased investments 
in new loresis On the cost side protection 
costs will come deiwn is community parli 
cipation incieascs As communities develop 
institutions to govern iheir behaviour social 
lencitig will replace policing by the lorest 
dcpaitment I he total protection costs pei 
unit value ol output should also come down 
It will enable development ol lands which 
would not have been developed otherwise 
's'lthout joint inanagement the lorest 
department can only retreat back to lorests 
which It can protect ettectively 

There aie several reasons to expect 
productivity ot land to be higher undei JFM 
compared to forest department ownership 
All grazing ol lorests particularly unlimit^ 
Ol uncontrolled grazing is i onsidered to be 
incompatible with scientilic lorestry (GOI 
1952 424] That the forest departments 
consider controlled grazing to be important 
for increasing land productivity is eviuent 
from the fact that JFM agreements in most 
states insist that communities amtfol grazing 
The total value ol products produced from 
forest land could be signiTicantly higher 
under JFM when what is ot value to the 
community and the land capability become 
(he prime considerations m the selection of 
species Our case studies ot Jf^ in Gujarat 
show that choice ot species for planting has 
been done in consultation with the 
communities, production ot timber has not 
been the only consideration. 
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sharing of oufpW'WitH the viflagers. their 
revenues will not be reduced as increase in 
produi tivity will moie than compensate the 
loss from sharing with communities 
Moreover what the communtlies will gel is 
a share ol oiiiput Irom lorests which weic 
not productive prior to JFM the loiesi 
departments irc not giving uptheir revenues 
The policy stalcinent ol the government ol 
Haryana is esplicit 

I or Ihc stall goveinmcnl thcic will Hl no 
loss in cviviiiig levcnucs (il anv) limn ihc 
conccincil iic is Ihc piesciii Kvcis oi 
revenue will he maintained and in icitaiii 
cases thcic will he incicasc ovci a pciiod 
ot lime Simultaneously thioiigh the 
c'oveinmcni s adoption irl ihc policy ol 
shaiingthc hiilkot (he increased proilucnon 
resulting Irom villagers participation Ihi 
villagers tionomic si iliis will iinpiove 
subslaiitialh wilhoiil iny additional cost lo 
thcgovcinniinl ruilhei with tin villagus 
accepting icsponsibililv loi pioUclion mil 
manageme moll ore st at eas nc ir the v il lage s 
the depailiiKiil sluluiecosis loi pioliiiion 
and rcliabilil ilion will he subsl inn illy 
reduced |(.()H IW() |U| 

Ihc gist ol iliis policy stallmciit is ihii 
under JFM in increase m the vilue ol 
pioductioii anil i decicasc in the trans iclion 
costs ot cnioremt' lights can be expected 
When lorests irc developed vvilh the 
involvement ol people Ihc potential lor 
increasing the value of lorest output would 
be sigmtii.im Piopcity rights modilicd for 
joint manage tiicni make it possible to invest 
in land improvc ment oralloreslalion hitherto 
considered unviablc because ol hmh 
protection cosis JF M also provides a me iiis 
lor the Slate to cieatc stKul capital utilising 
labour in rui il areas 
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The state s involvement in lorests began 
with Chandra Gupta Maurya (^()0 BC) when 
there was a superintendent ol forests part 
ol whose duty was to protect wild file in 
(orcstaieas|IRI I%1 72| The lorests under 
the Hindu rulers were classified for various 
purposes with limitations placed on their 
use Subsccjuenlly, during the Muslim rule 
only speciTicd species ot valuable iimbci 
were proclaimed by local rulers as ‘loyal 
trees' and loyally was collected tor them 
extraction Property rights were developed 
only tor valuable species Otherwise, the 
lorests were open loeveryone But (herd was 
customary regulation of nghts over lorests 
[Kulkami 1989 140] 

Subsequent to appointment of a 
commission to enquire into the availability 
ot t(»k in Malabar forests in 1890, regulations 
prohibiting the telling of teak below 'i 
inches in girth were introduced In 180'' ^ 
forest committee was constituted to enquire 
into the capacity ot forests and the status of 
proprietary rights in them The committee 


found attcessible forests had 

been overworked A prtKlamaiion declared 
royalty rights over leak trees in the south 
and prohibited unauthorised harvesting of 
teaklTRI 1961 71] As population pressure 
mcieased, lotcsis which were open access 
resources were bioughi under state contiol 
bven under state ownership communities 
had bee access to lorest lands 

Piivatc ownership ol lorests was also not 
considered lo be m the inleicst ol the state 
In 1864 the governor general suggested lo 
the secictary ol state that allowing proprietary 
lights to forests to individuals should be 
.ibandoned as sue h nghts were almosicei tain 
to lead to desiruc lion ol the lorests He also 
suggested that all government foicsis should 
he stiictly set apaii and made inalienable, 
some piovision should be made lor existing 
piiviie lights and it would be good policy 
to c xiinguish even those tights on equitable 
tcimswhc'ieverpossiblelFRI 1961 76| Slate 
coniiol was used as a solution lo forest 
dogrid.iiion under both open access and 
piiv lie lonirol ol lorests 

I hough forest lands wcie hiuught under 
the state control lo be managed by forest 
depailmenis district administiation or village 
pamhavais ihcy elleclivciy became open 
access lesourccs to various degrees because 
ot high pioieciion costs JFM is an attempt 
now to make them common projierlies of 
i ommuniiies wit h cic.ir boundaries to exclude 
non members and instituiions which govern 
how mcmbeis use the resources The 
institution ol common piopeiiy is being 
employed as a solution to dcgiadation of 
lorests due too|>cn ac cess |Cn laty Wanlrup 
and Bishop 197S| 

JFM may be a slop low.nds the develop¬ 
ment ol loicst policy as il people mattered, 
balance ot power and people s power as a 
check tor huicaui raiic power” as aiticulated 
bvBaxi(l9M 1(H) The evolution ol JFM, 
part iculaily in terms ol changes in the position 
of the lorest departments, is not driven by 
any dcsiic to bring about participation in any 
sense larger than building social fences 
Therelorc it is perhaps too much to expect 
JFM to meet the criteria ol participation 
along the lines suggested by Arora 
(1994 697), VIZ,principles ofempowerment, 
autonomy, self-realisation, and effectiveness 
Ip 697] In a receni case in Karnataka where 
the torcsi department is impicmentmgjoint 
management with the support of ODA, the 
forest department fenced tiff the forest and 
terminated the involvement of a community 
which was not pliable (Hegde 1995] Even 
under the proposed bill, the communities 
will play a subservient role [Kulkarni 1994] 
The forest departments' alienation ot some 
nghts to communities in exchange tor their 
participation is not an act of generosity The 
forest departments would retain all the rights 
if they could regenerate forests without co¬ 
operation ot the people, they have no choice 
given the current technology ot exclusion. 
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ntQtes 

. [Rolf Mueller made valuable coiiiiiKnl& on on 
earlier draft of this paper I have also hcncrned 
from discussions with my eolleapiies Samar Datia, 
Gopal Naik and Devi Tewari Kcsponsibilily for 
deficiencies still lies wiih me i 

1 The number of loresi piolectioii coimniitees 
orcoiiimunity orgnmsaiii)nsen^>aged injoiiii 
manageineiil in dilferont suites were as 
follows 41 t 111 Hihai ’<>0 in Gujaral, 46 in 
Haryana, 272 in lammu and Kashirfir, 1,181 
inOris.saand 2,1 10 in West Bengal The area 
under protection in Orissa wheie joint 
inanagemciii has been in pras lice the longest 
i.s about t per cent ol the loial loresi area 
(SPWD l‘W2 8 4 87) 

2 The pcriormaiice ol these eo o|Kialivcs has 
not been consisleni The sociciies have 
difficulty working with the foiest deparliiienls 
as the forest departinenis pieler to woik with 
contractors C ontrol ol many societies has afso 
been seized by uiisciupulous elements They 
have worked '.. 'islaclorily only in a few places 
such as Dangs dislricl in Gii|arul where all 
timber extraction is done through these co¬ 
operatives iv.adgll l‘)84 124] 

3 There can be Icgiiimate contlicl between local 
and national needs when there are externalities 
For example. Himalayan forests are treated as 
national assets whose degradation have serious 
consequences for agriculture in the plains 

4 In such situations, some communities in Assam 
have taken it unon themselves to protect the 
forests [see Raju et al ivv4| 

5 Timber Jrain four good trees can be expected 
to yield Ks l,2u.00() (.Sainalh IW4J Small 
fines alone cannot dcici activities which have 
high expected icturiis 

6 Forest protection coniinitlces arc also effective, 
massisting the forest depaitments 111 controlling 
smuggling Recently a forest comniiltce in 
Falaniu area ap|irehended a forest officer 
smuggling liiiiber [.Sainath |y9,4] The forest 
departinenis are lindiiig efteclive allies in 
people frihals have been hired as loiesi 
watchers m loresi reserves in Tamil Nadu 
They have used lo their advantage liibals’ 
understanding ol forests, ability lo endure long 
hours of work, familiarily in dealing with wild 
animals and knowledge of poaching 
(Padmanaban 1994] 

7 This has the potential dangei of creating 
incentives for comniunilies lo hasten 
degradation ol forest which they would like 
to have brought under joint iiianageinent 
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Agrarian Forces and Relations 
in West Bengal 

J Mohan Rao 


IN a papercandidly acknowledging the ruial 
ndcs’ rather than extended research on which 
Its conclusions arc based, John Haniss 
( What Is Happening in Ruial West Bengal' 
Agranan Retorm, Giowth and Distribution' 
LPW, June 12 199J) has nevertheless put 
us in his debt by providing a sweeping 
interpretation ol the changes occurring in 
the Bengali countryside over the penod ol 
Lett Front rule He squarely conlronts the 
Marxist/ social-democratic /relorinist 
government’s claim that the signilicant 
improvement in West Bengal's agricultural 
pcitormance and in the living standards ol 
Its rural pool aicdue to the structural changes 
in agrarian relations brought about by its 
reform policies And in arriving at his 
negative verdict Harnss linds reason to set 
aside previous diagnoses ol the causes ot 
agricultural stagnation based on the 
distribution ol lunl property and power and 
the modes ol surplus appropriation they 
support 

This much in his papci is quite clear On 
the positive side however, theic are 
discordant notes within the paper West 
Bengal’sown belated gieen revolution ,he 
contends in the concluding section, is less 
the lesult of state initiated lelorms ol the 
relations ot piodiiLtion than ot the stale s 
locus on the expansion ol the productive 
forces’ (p 1246) That is to say, state policy 
was an clement in the success even though 
the state iiselt is unawaie which ot its policies 
proved successful Yet the bulk ol the paper 
leaves the impression that even this 
compliment is not sctiously meant By 
registeiing considerable scepticism about 
the channels through which the state s focus 
on the productive forces might have taken 
effect, Hairiss ends up arguing that private 
initiative and investment were largely 
responsible for the breakthrough 

This note seeks to diaw the reader’s 
attention to Harnss’ questionable inter¬ 
pretation ot the record (based principally on 
field observations on village Jungul in 1982 
and 1991 but buttressed in vanous places 
by references to macro and secondary 
sources) and suggests why the interpretation 
he rejects deserves far more senous scrutiny 
To be sure, Harnss is only too well aware 
that state policies may have worked In both 
direct and circuitous ways This awareness 
allows him to nuance him main conclusion 
(not to say confound the reader) It is useftil 


therefore to begin with a summary ot his 
main arguments together with then 
qualifications 

Jungul c hangc i There was a breakthrough 
in agricultural production and an 
improvement m niial living standards in 
West Bengal which was also cicaily 
observable in Jungul Reform effiiac\ Prioi 
change had robbed tenancy reform 
(Operation Barga) ot its potency, land 
redistribution was insutficiently deep to 
make a significant dent on land incqualitv 
or associated relations ot power and 
dependency credit programmes onented to 
the poor have helped but probably much less 
than changes biought about by the growth 
ol production Irttgatton growth The 
expansion ol production is the result mainly 
ot investments in shallow tube-wells (STW) 
i oupled with mere iscd use of fertilisers and 
new HYV and complemented by some 
giovyth in iheuscol tractors as well Ciowih 
efteds Whilcihorchasbeenall roundoutput 
expansion, its mam manifestation has been 
the growth ol boro’ season cultwation 
thiough shoit term leasing ol land which 
has become an important source ot income 
lor the pcxir This source ol income has in 
turn financed the puichase ot land by the 
poor with a consequent reduction in land 
inequality Boiti ihese deyelopmetits contn 
buted to the decline m paddy loans and the 
control exercised by rich peasants through 
command oyei credit Thus, the growth ol 
production led the major observed changes 
in wealth distribution and in land and ciedil 
relations (not the other way around) Growth 
causes Panchayati co-ordination and 
organisation proved to be neither barriers 
nor facilitators ot STW investments nor did 
state (panchayati) subsidies figure 
importantly as a factor, therefore, private 
initiative and private investment, private 
informal land consolidation and the 
development of water markets have been 
responsible for irrigation development The 
driving force behind the growth ot irngation 
was Its new profitability induced by the 
availability of a suitable HYV and a more 
favourable nitrogen fertiliser/paddy price 
ratio (sustained, it should be noted, by central 
government ten User subsidy and price 
policies) ' 

These arguments together add up to the 
main conclusions reached by Harnss that 
reforms were neither deep nor effective in 


changing power and piopcrty relations, that 
private investment has transformed the 
pioductivc poicniial and led tom ijorchanges 
m living siandciids and most impoitanlly, 
that the mounciwiici piiz/lc the leccnl 
exploitation of ,i lon« tinliillillcd potcnii.il 
- IS sufficicnlls icsoivtd In icicientc to 
technological and price tactursthusdis|xllmg 
the hypothesis that productive forces were 
impounded by production relations Harnss’ 
perspective may not be ‘classical’ and 
productionist (p 1244), a charge Hiiiiss 
(peihaps rightly) levels against the olluial 
view however it ceitainlv appears to be a 
singul ir example ol the iiickle-down and 
technoci itic model ol growth 
The most important ol these is his 
obseiv iiitm lot lungul that significant wage 
me reascs were brought about by direct CPM- 
led actions that contnbuted to improving or 
at le.tst maintaining living standards (given 
that wage employment per woi kci lell at the 
same time) He beliescs ih it this effect was 
decided!) moio impoitant than the dnect 
ettect ol tne I nul it hums while allowing 
thill rcloims liny svcil hive contnbuted to 
the politic il siippoii which has made 
action on w iges possible (p 124J) Another 
concession Harnss makes to the view that 
politics are important’ (p 124')) is that 
labour actions prompted landowners to 
operate land in the boro season through 
short term leasing, virtually a loim ot piece- 
rate system, rather th.in with wagi laboiii 
In short griss rtiots I iboiii oimmsing 
contributed diicclly m iiuhicctly to the rise 
in livm« St tndaids Notahl) howtvci these 
did not coniiihule to the pioduction 
breakthrough itself atbest they affected the 
choice ot production organisation to serve 
as the vehicle tor new production At the 
same time, the government s ‘ focus on 
productive forces” as a contnbutoiy factor 
remains a largely empty declaiuion by 
Harnss given that he assiduously under 
mines it 

Hence, despite Harnss express sceptic ism 
about the fcisihilitv of quantifying the 
relative conn ibiitions of the determinants ot 
growth, the unqualified arguments stated 
above still lepresent a lair picture ot Harnss’ 
position In fact. It IS hard to see how Hiiiiss 
can make any ot the basic claims he makes 
without at least an implicit hici itchy ol 
relative contributions ol the various giowth 
factors The clear ‘line fol causalii) and 
political evaluation) that emerges proceeds 

astollows tcchnolocyaiidpiicc I iciois ->-» 
pnvalc inituilivc incl invcsimcm—»-»boio- 
season leasing->—>mcreascd poor peasant 
incomes—>—»reduccd land and credit 
inequalities (I hasten to reiterate that there 
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U enough in the paper td lonhisc even the 
careful reader Thus, Harriss slates clearly 
that the successtui Lhange in limgiil in ihe 
1980s did nol result at all dues il> Irom the 
agrarian rc/ornis i p 1241) kav ing open the 
possibility that ihcsi leforiiis may have 
contributed indirnilv ) 

II 

Grounds loi sicpin-isni about Harriss 
hypotheses m best staled sciialim as 
lollows 

(1) Old piiii aii/l iLihnology variables 
increase the eioss pioliiabilily ol capital 
invesiniciii ' II miss identifies the 
availalnliiv ol i suitable MY V (IR Ui) and 
a moic lavoiii ibic N Icililisci/paddy puce 
laiio as the piiiiic movers ol the giecn 
revolution (lliiaj,! SfW invesimeni was 
a crucial element ’ Icisi oil powered 
engines wci,. oi a new technological 
element) Between !‘>X2 and I9‘)| the 
tertiliscr/paddv price latio had lallcn bv a 
third But according to his own data Ihe 
wage/paddy price ratio h.ul risen by two 
thirds (p I24t) Hairi.s insists on the 
signilicance ol h‘''h o1 the > numbers the 
first as a s| to irrigation invesiineiil and 

SCI aid 's ,.uusc ot rising living 
standards ol Ihe pooi Yet these numbers 
work in opposing clircciions as lar as Ihe 
effect on private piolitability is concerned 
For a given level ol yield the shaic of 
surplus in output would have fallen if the 
fertiliser share was no more than twice as 
large as the wage share - i condition that 
must have undoubtedly held II piolitability 
rose nevertheless which Hairiss ccniral 
thesis rccjuires, this must base been due to 
higher productivity Irom the new varieties 
sufficient to compensate lor Ihe 
unfavourable movement in iclativc prices 
and wages 

(2) Did changes in capital maikeis (or 
credit relations) raise the net profitability of 
capital investincnt'’Dunng the dec ade, paddy 
loans declined substantially and poor 
peasants accumulated enough binds even to 
purchase some land 1 he peak season paddy 
price prcitiium fell Irom “il pet cent in 1982 
to only 22 pei cent in 1991 Fvidcntly, the 
control ot rich peasants on capital declined 
signi f icantly M am ss seems eager to atti i butc 
all of these changes to the increase in 
investment and production He docs not 
entertain the meiw line ol causality with 
falling returns on loansandsUKksstimulating 
productive investment It is at least possible 
that thcet tec tive opening up of formal credit 
(including that due to poverty-oriented rural 
credit programmes) and wage actions served 
to improve the net profitahility ot irrigation 
investment in the lirst place (by leducing its 
opportunity cost in the form ot retuins to 


loan^ i^ddy 

set up a virtuous cyde of rising ttroducHon, 
declining cicdit dependence (and interest 
rates), a further nscin productive investment 
and so on Bv M iiriss’ own reckoning rich 
(seasanis appropiiated significant amounts 
of surplus (both directly in interest charges 
iind, more so indirectly through the seasonal 
premium in the product market) owing to 
their control ot paddy lending prior to the 
recent changes 

(^) F-ven it It turns out that the feitiliser/ 
product price relative and technology 
van.ibles wcie exclusively or principally 
or at all responsible for Ihe rise in 
gtoundwatcr investments does this prove 
that politics or pioductionrelations weic 
irrelevant to that extent, i e, can variations 
in technology and prices be sepaiatcd Irom 
political economy considerations’ The 
institutionalist or political economy 
perspective is not a stiaitjacket No doubt 
m some iiiteiprcntions, the stagnation 
imposed by production relations is an 
absolute constraint th.it can only be relaxed 
through changes in production relitions 
(call this I clissical or ‘productionisi 
perspective if you like) In reality the pice 
ol investment and ot changes in technology 
may vary ovci time and it is naive to 
suppose lhal they only occui in discielc 
jumps each entailed by a rupture ol some 
sort in production iclations A moie sensible 
interpretation will therefore allow th.U price 
configurations may change sufficiently to 
lender previously unprofitable investment 
prolitabic But this does not render the 
price conliguiaiion exogenous to political 
economy I he lertilKer subsidy ind food 
pi Icing policies that underlie llarriss 
piicist c hums weieof course not creitions 
ot Jungiil production relations or even ol 
the West Bengal government but they 
certainly were the artefacts ol the central 
government These policies have been at 
the centre ol the political economy ol state 
interventions in agriculture lor well ovci 
two decades now This is not the place to 
delve into an analysis ol the issues this 
poses and how they might impinge on the 
question at hind (the West Bengal green 
revolution) Suffice it to note that the i eft 
Front go vern ment ’ s role wi 11 be ac cordi ngl y 
devalued (though not rendered irrelevant) 
in such an analysis By the same token, 
however our understanding of the 
economics of the green revolution in West 
Bengal must rcm,iin incomplete without 
consideration ol the political economy ot 
interests and st,ite policy in the Indian 
economy at large Prices are not separable 
from production relations, in this sense, 
within West Bengal and without 
(4) How important and effective were 
state eff oils (‘foe us on the pnxlucli ve forces’) 



wants u$ tb take at faee valod his claim that 
irrigation investment subsidies were of little 
importance Similarly, he dismisses the role 
ot village electrification or electricity 
subsidies while characterising Licten s view 
that the panchayali mechanism woiked well 
as unsupported by data His claims arc not 
.my belter suppoiteO Considering lhal stale 
initiatives in this.irc.i however inctlicient' 
they might have been .ippear to have been 
effective in lelaxing constraints on piivatc 
investment elsewhere, a more thorough 
investigation is cicaily rcquiicd 
(*>) Since the debate over technological 
St ignation/dynamism in general (apd Ihe 
West Bengal ‘groundwater puzzle in 
paiticular) is conventionally framed in 
terms ot the torccs/relations link it is 
inijiortant to be c lear whtit is to be inc hided 
in the rcl.ilions ol production Harriss 
pronouncements on this debate are 
conceptually ill founded Ordinarily the 
slate s direct involvement in a private 
property economy is ignoieci as ol 
second iry significance But in the prcscnl 
context this m.iv not be warranted The 
state IS an imnoitant agent (lor belter oi 
lor worse) in pioduction just as the economy 
IS ridden with political practices The 
political basis ol the state is thcreloie part 
and parcel ot the lehitions ol production 
as they impinge on technology Hariiss 
seems to accept the relative autonomy ol 
the Left Front government Irom the 
dominant c lasses because it rests on classes 
other than the propertied At least to the 
extent that points 2 and 4 above are boinc 
out It IS inappropriate to sep<u.ile the state 
liom pioduction iclations I his means that 
in resolving the groundwater puzzle, we 
must considci Ihe poieiiiial for a 
bieakthrough cicatcd by the coming to 
power ot a relatively autonomous state and 
consider that this in itself m.iy constitute 
(at least) a potential change in the relations 
ot production'' Insofar as improved 
performance has depended on the actions 
ot such a state, whether by altering agrarian 
relations in Ihe narrow, produclionist sense 
or by tapping exi sting production potentials, 
ip w fa( to the improvement is attributable 
to a change in property relations in the 
broad sense To claim otherwise would be 
to maintain an artificial separation between 
the political and economic realms which 
IS unsupportable 

These questions constitute no more than 
working hypotheses concerning the Bengal 
breakthrough It is not orvty that these 
hypotheses run counter to Harriss’ key 
conclusions We hope this note has also 
served to show that the evidence that Harriss 
presents supports his conclusions no better 
than they do our alternative hypotheses 
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Here are the financial results of year ended at 31st March 1995 The results are the 
proofs of the promised performance 


highlights! balance sheet as on 31ST MARCH, 1995 


Profit up by 
165% from 
Rs. 3.86 
crores to 
Rs. 10.23 
crores. 
Deposits 
Rs. 1432 
crores. 

Rise 30% 
Advances 
shoot upto 
Rs. 773 
crores. 

Rise in 
foreign 
Exchange 
Turnover by 
407% 


CAPITAL AND LIABILITIES 
Capital 

heserve & Surplus 

Deposits 

Sorrowings 

Other L abi'ities & Provisions 

TOTAL 

ASSEIS 

Cash &Bfilinc8 with R B I 

Balance with Banks & Money 

at Call & Short notice 

Investments 

Advances 

Fixed Assets 

Other Assets 

TOTAL 

Contingent Liabilities 
Bills for Collection 


As on 

As on 

31 03 95 

31 0394 

(In Crores) 

(In Crores) 


1200 

1200 

32 81 

25 74 

1431 52 

1103 76 

102 07 

20 64 

55 58 

51 90 

1633 98 

121404 

228 49 

269 44 

38 70 

25 48 

463 33 

338 07 

772 73 

531 67 

43 71 

1760 

87 02 

31 78 

1633 98 

1214 04 

332 52 

272 92 

150 97 

83 30 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31ST MARCH. 1995 



Year Ended 

Year Ended 



Year Ended 

Year Ended 


31 03 95 

31 03 94 



31 03 95 

31 03 94 


(In Crores) 

(In Crores) 



(In Crofes) 

(In Crores) 

INCOME 



IN 

PROFIT 



Interest earned 

137 95 

11072 


Net Profit for tfie year 

1023 

386 

Other Income 

25 97 

1916 


Profit brought forward 



TOTAL 

16392 

12988 


TOTAL 

10 23 

386 

EXPENDITURE 



IV 

APPROPRIATIONS 



Interest expended 

87 70 

73 77 


Proposed Dividerxl 

264 

1 84 

Operating Expenses 

3880 

30 80 


Transfer to Statutory Rasaivas 7 51 

202 

Provisions and 




IVansfer to Other Reserves 0 06 


Conimgenclos 


21 45 





TOTAL 


126 02 


TOTAL 

10 23 

386 
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Industrial Development Bank of India, set up in 1964, is a 
key player in India’s Industna' transformation Through its 
innovative policies and opf^rations and na1ion-\A/ide 
presence and coveragr of assistance, IDBI has brought 
about directional chancjes in the flow of Industrial credit 
helped capital form<Uion and contributed to India’s 
Industrial develo[)inent thiough support to new 
entrepreneui-s, new technologies and ventures Its new 
thiust on competitiveness, total quality management and 
customised finance will help the Indian industry turn a new 
leaf As a fot ward-looking DPI, IDBI is equipped to face the 
emerging challenges 
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IDBI AS3URANC 
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Evfl»ry month 
Evory quartor 
All at the beginning 
All at maturity. 

YOUR FOUR-WAY OPTION WfTH lOH S FIXED DEPOSIT SCHEME' 


TYPE 

MINIMUM 

DEPOSIT 

YIELD 

STRUCTURE 

Monthly 

Income Option 

Rs 18 000 

Rs 195 every month on a 

5 year deposit of Rs 18 000 

Quarterly 

Income Option 

Rs to 000 

Rs 325 every quarter on a 

5 year deposit of Rs 10 000 

Lumpsum 

Discounted 

Interest 

Rs to 000 

You will get Rs 4 572 
immedialely on a 

5 year deposit of Rs 10 000 

Cumulative 

Opbon 

Rs to 000 

A Rs to 000 deposit becomes 

Ps 18,968 in 5 years 


‘InletsslijptoRs 13000ontteabcngdepositsstuexentplunderSecton SOLotthehcorne 
Tax Act mi 

MINIMUM DEPOSIT Rs 10.000 

Bpyond the minimum amount you can deposit 
in multiples o'Rs 1 OOO The baae interest rate for 


a three year deposit Is 
1 2 5% And a deposit period 
of five years and more fetches 
a base rate of 13% What s more this 
deposit comes with the guarantee of India s 
premier development bank IDBI 
Reflected In the FAAA rating by CRISIL 

«... given to this product Indicating the 

^ ^ 

highest degree of safety Naturally 
an organisation that has total assets 
of over Rs 36 OCX) crores can take very good care 
of your Investment For more details contact 
your nearest IDBI office or any authorised IDBI 
agent 
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At a Dead-End? ' 

The Icnih I inancc Commission has received quitenleh^X^b, handsome 
compliments lot its crisp, concise and highly loadable report But Ihe 
pertinent question is do the commission’s innovations and new loimulalions 
help to address bctiei the basic task- which every large federation has to 
face and which constitute the rationale tor the cieation ol the F inance 
Commissions under the Constitution \i/ redressing the vertical and 
horizontal liscal mibalanccs inherent in the distribution ot powcis and 
functions ainoiig the centre and the slates and Ihe disparate levels of 
income and development across regions ’ 1985 

Civil Society and Its Enemies 

Ihe relative autonomy ot civil society that is communiltcs and collectives 
ol the people olicn informai and inaiticulatc within a p.irlicuiai polilicai 
structure - is bong perceptibly eroded by the advancing process ol overheating 
economic politic il and cultural mtluenccs ot icniotc lorces beyond theie 
palpable reach How to defend civil sixicty againsi these cncroacliiiioi's in 
order to expand the space lor the people s own arliculahon and action this 
IS the probkmjiiquc of the new intcicst in civil society and its role 2005 

New Agenda for Kerala 

While the cxpciicnce ol Kerala shows that the mass ol the Indian people 
do not have to ncccssaiily wait lor an indclinitc lutuie lor the hump of 
economic giowth to be crossed lor school’iig housing pimiaiy health 
care adequate lood and so on the contimporaiy ciisis the stale (aces also 
undci lines the hiniialions ol what can be achieved within the present 
system tnci how liillicult il is to sustain much less expand welfare gains 
in the absence ol growth The challenge is to enlist the increased political 
consciousness and organised strength ol the people as an instrument to 
accelerate economic growth in a democratic fashion and coircct Ihe 
distortions in the social and cultural areas 1993 


Lessons of Enron 

I he I nron episode h is biuughi out 
the high lost to the nation not ol |usi 
this p 11 ticular deal had it gone Ihiough 
but ot the open door policy towards 
muUinatioml coipoi ilions and loreigii 
capital which is sue h i vital part ot this 
government s econo mic rctor m 1953 

Law and Society 

Ai social changc/rcpioduction is nol 
attecled b> an\ single social stratum 
in isolation dillcrcnt strata perceive 
social forces dillcrenily depending on 
Iheir IcKalion in Ihe existing order and 
attempt to modify them Law and its 
evolution is part ol this social process 
but the task ol integrating sc^cidl 
relations and legislation in a unified 
field remains unatt ended_ 1974 

At Market’s Mercy 

Development planners pleading for 
marketisauon ot the s(x.iat intrastniclurc 
and basic necessities admit the possibility 
of, and perceive no great danger in, 
allowing the parameters of physical 
existence to be determined by what 
individuals and communities can 
afford This is to make a conscious, 
if unproclaimcd. choice to allow the 
majonty of the people to live in a 
manner that degrades human life 
slowly but systematically 1955 


Unconcerned 

The issues which piovokcd Ihc Gow iii 
iribals in VI ih.ii.isliira ui moiinl ihcii 
large scale pi(lies! lastyeai whichc,iusecl 
1 large number ol clealhs in Ihc polici 
lathi charge arc vci lo be addiesscd 
by Ihc slate govcmincni 1959 

Ernest Mandel 

Whai was rcinaikabic about 
Ernest Mandei, who died Iasi 
month at the ige ol 72 was dial he 
could inspire great icspccl at both 
levels - as an cxccplionallv giticd 
intellcLlual, pariicularly in ihe 
domain of economics and as a 
revoiuiionaiy i heoiisi _1956 

Rebel in Saffron 

In the death of Thiru Kunrakudi 
Adigal, Tamil Nadu ha<- lost a 
prominent public liguic lor whom ' 
religion signified a celebration of the 
human will and spirited engagement 
widi this world ly inequ alities 1957 

Egypt’s TVoubles 

The compulsions ot accelerating 
developments in West Asia and North 
Africa are demanding a icoiicntaiion 
of Egypt’s political and economic 
relations and a reassessment ot 
Its role in the region 1%0 


LETTERS TO EDITOR 


Dalitbahujan Intellectual 
Forum 

FOR perhap'i the tirsi time in the 
intellettudl history of India, an 
organisation ot dalitbahujan intellectuals 
has been iormed at a two-day conference 
held at New Delhi in May The conference 
was attended by 150 scholars, writers, 
thinkers academics civil servants and 
activists belonging to SC, ST, OBC and 
minorities The thematic agenda tor the 
two dav deliberations was (a) historical, 
philosophictil and ideological aspects of 
the dalitbahujan alternative, (b) alternative 
socio economic and political programme, 
and (c) strategy and tactics of dalitbahujan 
movements 

S K Biswas and A K Biswas made brief 
presentations on the first theme The main 
points that came up tor discussion were 
that so tar Indian history and philosophy 
reflected two schools ol thought - Hindu 
nationalism and brahminical marxism I he 
third alternative ot dalitbahuian thinkers 
and lesearchcrs should be based on Buddha, 
Phule Ambedkar and Periyar’s thought 
However this era could be called the era 
of Ambedkarism which combines in itself 
the democratic aspirations of marxism as 
well Since this is a period ot dalit 
democratic revolution the principal 
contradiction locates itself in a struggle 
between the dalitbahujans on the one hand 
and the brahminical upper castes on the 
other In other words the principal tight is 
betweendalitism and biahminism Though 
there tire contradictions among different 
castes within the dalitbahujan forces which 
got hieraichiscd because of brahminical 
casteism the contiadictions among 
different dalitbahujan castes arc friendly 
contradictions that constantly get mediated 
by the labour process A serious attempt to 
reconstruct Indian history philosophy and 
ideology in the context of the ongoing 
dalitbahujan political movements to unite 
dalitbahuians is a must 
Thomas Mathew and Kancha Ilaiah made 
a brief presentation on the possible socio 
economic and political alternative While 
the achievement of state socialism, as 
suggested by Ambedkar is the 
translormatory programme ot the dalit 
democratic revolution the ultimate aim is 
to establish a casteless classless and 
propertyless society on the model ol the 


Buddhist sangha In the immediate context, 
dalitbahujan movements and governments 
should focus their attention on drastically 
restructuring land reform laws so that the 
dalitbahujan are able to get land for 
culti > ation and housing In order to strike 
at the roues ot brahminical patriarchy, 
land rights must be given to dalitbahujan 
women on a priority basis Further, all 
those who have taxable incomes should 
be alienated from land ownership rights 
because the multi-source incomes of the 
brahminical upper castes are primarily 
responsible tor increasing and sustaining 
their hegemony and control 
The dalitbahujan masses particularly 
SCs and STs have no share in business, 
banking and financial capital at all The 
dalitbahujan movements must isolate the 
bania businessmen by encouraging the 
dalitbahuian youth to enter business Such 
a change in the market system requires a 
massive political campaign to educate the 
dalitbahujan masses because today 
philosophically and psychologically they 
do not see business as their task at all It is 
important to encourage them to form 
dalitbahujan syndicates and enter into 
banking and finance capital In order to 
de casteise private industry, the state must 
be forced to give licences only to the 


dalitbahujan to start new mdustnes Higher 
educational institutions must be 
restructured to improve the productive 
skills of all masses 

T Rajashekhar and Ram Nath made 
presentations on strategy and tactics of 
dalitbahujan movements Brahminical 
forces were adopting treacherous strategies 
and tactics to perpetuate caste oppression 
and the need to search tor much more 
powerful dalitbahujan stra^og'ej and tactics 
to defeat brahminism was Stressed 

An organisation called the Dalitbahujan 
Intellectual Forum of India (DlFl) was 
formed By a majority vote it was agreed 
that the word ‘dalitbahujan’ (as one word) 
gives conceptual clarity for the emerging 
unity ol the exploited and oppressed 
majority It was important to use the word 
‘intellectual’ in the name ot the 
organisation in view ol the dalitbahujan 
being seen as having no infellectuality’ 
Indian brahminism has played a more 
dangerous role than colonialism in 
destroying the people’s intellectual base 
Brahminical intellectuality of all varieties 
must be buried and dalitbahujan productive 
intellectuality has to be promoted 

Kancha Ii aiah 
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People-Oriented Packaging 


P OLICY changes in parliamentary democracies like India 
do not occur in direct response to popular critiques alone. 
The ruling classes have to m^e accommodation for numerous 
pressures, often contradictory, in a manner as to protect their 
own interests and consolidate their dominanceover the political 
and economic system. This much has to be accepted as a 
constraint of the system. What is happening today, especially 
with regard to the social sector is even more demoralising than 
having to contend with a ruling class long grown complacent, 
obdurate and unmoving in the face of a weak challenge to its 
continued rule. Popularcritiquesof the govemmelit programme, 
grounded in the reality of the growing economic burden and 
social distress are being taken over, absorbed by international 
agencies and regurgitated as elements of a radical new 
prescription for the ills of the third world. Having taken control 
of the direction of economic development, it has now become 
neccs.sary for international agencies to ensure that third world 
nations can deal with the 'social' problems and especially that 
the recipients of the proliferating economic goodies emerging 
remain limited in numbers. The World Bank's policy 
prescriptions on India’s family planning programme is a 
typical case of taking the opposition by the horns, reining it in, 
and using it to propel changes in public programmes which 
will increa.se social distress in the long run. 

It is not of course the llrst time that international agencies 
have sought to give direction to population policies. It was in 
fact at the prompting ol western interests that India's family 
planning programme grew as it did in the late I96()s and up to 
the mid-1980s. Population targets have not been set in terms 
of what the country can afford, but according to notions of how 
much India can be permitted to contribute to the world’s 
population. TTie choice of contraceptive methods introduced 
in the programme from time to time has been overwhelmingly 
led by funding agency requirements. Many of the grants-in-aid 
for the family planning programme, for instance, were partly 
in the form of supplies including conU-accptivcs. There is 
considerable truth in the general opinion that most of the 
committees set up to review the family welfare programme or 
the country’s population policy have been overwhelmingly 
influenced by international opinion overriding people’s 
concerns. Even today a large proportion of the central 
expenditure on family welfare comes from international aid. 
The current World Bant report abandons the subtleties of 
earlier directions and sets about instructing the government of 
India, in no uncertain terms, to be, ironically enough, more 
people-oriented. 

Why has the World Bank found it accessary to review the 
family planningAvelfare programme at diis particular juncture? 


By its own assessment, it is not as if the Indian programme is 
particularly unsuccessful. The report points out, for instance, 
that the programme has contributed greatly to the “health of 
mothers and children and providing family planning services’’; 
that contraceptive prevalence is 40 per cent of eligible couples; 
that India has achieved 60 per cent of its goal of replacement 
fertility (2.1 births per woman), fertility having declined from 
6 to 3.4 births per woman; the programme has been able to 
avert an estimated 168.8 million births in 1992 as against 44.2 
million a decade ago. These arc not mean achievements by 
standards the programme has itself set. The report also points 
out that the government of India has taken concrete steps 
towards reviewing and reorienting the family welfare 
programme, expanding the so-called maternal and child health 
component. So why has the Bank felt the need to undertake a 
review and make specific recommendations? One stated 
objective is to effect the transformation of the programme 
from family welfare to ‘reproductive and child health’. But 
even this is not new; the reproductive health approach evolved 
in the late 1980s in response to the growing international 
awareness, particularly in the women’s movement, of the 
devastating impact of west-directed and funded family planning 
programmes in third world countries and of the long-term and 
unacknowledged effects of many new and currently used 
contraceptives. Since then it has been systematically promoted 
not only by international agencies including the WHO, but by 
a section of the women’s health movement who see in it the 
only available space tbrgamcringsignillcanlgains for women’s 
health. The Indian Council of Medical Research had in fact 
prepared extensive material on the strategy of introducing 
reproductive health, including cost considerations several 
years ago, and has made clear its objective of reconceptualising 
family welfare as reproductive health. 

The significance of the report lies not so much in the policy 
recommendations that it makes on the components of the 
programme. These in summary are: (i) moving away from the 
method-specific contraceptive targets and incentives system; 
(ii) expanding the use of rnale contraceptive methods; and (iii) 
improving the breadth, availability and quality of services. 
These clearly arc not of .serious import, for they have already 
been implemented. The family welfare programme is already 
moving towards a 'client-centred approach’ and has initiated, 
as the report concedes, “before the Cairo conference” 
discussions with “women’s groups, NGOs and other experts 
regarding alternative performance goals”. The ministry has 
already instructed the states to begin the process by eliminating 
targets in one district from April 1995. Improving the quality 
of services becomes imperative in the context of ground level 
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fejUHiits: ror we, it is no ^ 
bnng down fertility rates by resorting to 
terminal methods (whic h it has always been 
assumed, do not require follow up), two, 
lubctiomies hasc al\s.i\s loimed a major 
proportiunof si, nlis.ilionindiLdtinuatailiiie 
ol theprogramim lojiLisu.ide men loopl lor 
It and lliiet Ihe Nalional I amilv Health 
Survey li.ii.i .lu sIiohiiiu tiui ,i l.iige 
pn ifioi liotuil w( mu n \s lu > necil i oiili atcplion 
aie ihosL who hi\i lonipkled their 
ehildhi. iriiii-' hiil an. loo voune (or too 
awan ol tin i.nsiiiiij’ piobleiris) to opl lor 
sicrilis iiioii (ih.ii I. il they aie civen a 
choitc) tiivLii this till, laiget groups will 
icin nil woiiii II in Ihe vounger.me eroup So 
whih makinu ussiures lowanis mlioilucinp 
ni.ik nil Ihoils ihe slicss has lo toniinuc to 
be on lonu lenii sp.uing methods Ibis 
iiieviiablviiK.insIhaias iilabilils andqualily 
ol sersitss betome import.ini The 

suj’jusiion lor ineliulmg mak methods is 
icallv I pt g loi seegcsling the bioadenmg 
ol Ionii ueplivc ihoke by. ,is Ihe lefioil 
sii'ii'l, I .oiiimenis iiKltidini! highlv 
t( iiirovLisi il mu lI iHi like l)( I'o I’losei i 
No nielilion IS III ick ol iIk uhst.inlial wi. II 
di i iimcnt si woiMwide o|S|iosition lo il 
How IS all this to be .ishiesed' (i) Hy 
slniiLllKiii'i'’ lilt Idle ol Ihe pin ite stcloi 
inIWP aiidlii) is.iimmi’ idtijuate liindinu 
lor till lUiiiiii piouiaiiiiiK and Itiltiie 
esp.iiision It IS this which nseils the 
inlLiilions ol lilt It |,oil lilt dotiimtnl is 
einphalit m list out tinloi wh.it it term > Ihe 
csiiemtiv poor piiblit sptiitling on lamilv 
wellare II points tnil Ih it the innual 
.illoLJlioii loi 1 \V P IS about Rs Idpertapila 
pei \t II Itss thin many tleyeloping 
toiiniries In l.itt ii |lidii| spentls Itss on 
m.iiein.il and child lu alth anti l.imils 
planning than Ihe Ks JS inoniniciitltd loi 
laniily pi inniii'' .iloiic by iht VVoiltl Bank s 
loyi il nii»m m K> i><ii I Inonlci 

to hclj) inch I .tchicve the nt|uiieti spending 
the repoii iileniilies y iiioiis g.ips in sets ice 
and inliasliiiclute .iiul piojuises two 
stenaiios lot pilonly spending one Idling 
stalling gaps creating new subcentres, 
tipgi ithng leleri.il pailiculaily lor obstetric 
tart ami pioyiding ii.uispoii iwt) .ill ol this 
plus tieiting new PIK. s In .iddilion ol 
course IS the suggtsiion lo iinolvc and 
sircngihen links with Ihe ptiy.ile sccloi 
Ihe I It I thai ihc limily planning 
progr.ininu h.is dominated Ihe health caie 
set up both iilniimstr.ilively as well .is in 
linanci.il let ms .ippe.ii s tti h.iy e quite esc aped 
aUcntiun Not lor that matter, is the l.ict that 
he.ilth expenditure on public health has been 
progiessiveiy going down .ickiiowledged 
Ihe WDR IWi ret ommendntions on 
spending was it must be remembered, bast d 
on the assumptum th.it signilicam health 
.ind medic.tie services yyould be piiyatiscd. 
with the public secloi ItK-iisingtin the most 
cost oltective’ iniervenlions In sum Ihe 
review ol the l.imily welfare programme 
and the ret ommondations i s a si ngle-mi nded 
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for health privatise iMsdicare, foctit, on 
'essential care’, progressively push Ihc state 
into jettisoning health care lesponsibilitics 
and give high priority lo leducnig numbers 
p.iying sulticient lip-seivice to sensitive 
issues such as health taie foi women The 
l.ict lhal the prescriptions are as umaiing 
.ibout women s needs viewing as Ihey do 
womenii.irrowlyonly asiepioduclivc beings, 
should not ol course conic as .1 suijyiisc 
Allci all II IS through ihe use ol sut h 
petiplf oiienicti’ p.itkaging ih.U the new 
gootls ol ,1 tr.inslorming economy c.in be 
sold 

NVORl DI ('ONOMy 

Lessons of 1994 

I HI Rl was a sh.u'p exp,insion ol economic 
.iclivily 111 all Ihe legions ol the world in 
1094 the indusinal and dev eloping countries 
alike iiccording 10 Ihe annu.il leport ol the 
Bank lor lnleiiialion.il Sctllcniem>(BIS) lor 
1994 9S Real (iDP ol indusiii il couniiics 
glow by 1 jiei cent on .ivciage ag.iinsi I I per 
ctiii III 1994 Particularly impicssivc was 
Ihegrowlhol the developing countries wilh 
output using by 6 [ht cent While Iht Asi.m 
conlinciU lues been in the loiclioiil ol giowtii 
lor Ihe p.isi decade .nul a h ill ii is the 
emergence ol Latin Anieric.i Mrita .ind 
even e.isiern I mope on the giowih map lhal 
was most sinking Growth ml atm America 
lose Irom I X per ccm pci annum during 
1982 1991 lo 4 percent in I9‘J4 and lutiher 
(o 4 S per cent last year while Ihc Asian 
developing couiUiies tecoidcd iheir ihird 
suet c SSI ve VC ar ol giowlh ol over 8 jver cciil 
conip.ued lo an aver.ige ol [ver teiil per 
annurii during 1982 91 ( ouiiiiies with 
giowtii i.iics .ihove the regional .ivc‘r.ige 
were (’hiiia 1 11 8 pei cent m 1994 .igainsl 
I 1 4|icrLc‘ntin I994.ind9 4pirceiiUluring 
1982 91). South Korea (8 4 jU't ccnl.ig.iinst 
S 8 jier cent .ind 9 S per cent) I haihind (8 S 
per cent .igainst 8 2 |ici cent and 8 I pet 
cent), MalaysialS 7 perccntag.unslX 4 pet 
cent and 6 I per cent) .md Sing.ipoic < 10 I 
per cent same as in 1994 and 6 8 pet cent 
during 1982 91) In Alrica there was a 
modest growth ol 2 4 per leni in 1994 
compared with (14 jicr tent in c.ich ol the 
preceding iwo years .ind 2 8 per cent jier 
.iMiiiini (luring 1982 91 Amongst the 
et onomies in Iransilion how ever, only those 
in eastern Purope showed positive growth in 
1994-compared to -1 8 per cent per annum 
during 1982 91 6 7 per cent in 1992 and 

-2 2pertenlm 1994 FhcRussi.ml edcnition 
and L'ki ainc con linued to ex pcrience mas si vc 
output losses ranging Irom 12 per cent to 
-l9percentandlroin-17pci cent to -21 per 
cent respectively, m the past three years 
However, studies apparently not noted by 
the BIS have shown how conventional 
measuics lend to overestimate the decline in 
production m the Russian Federation due to 




defence . 

All the same, the world economic recovery 
in 1994 had a tenuous quality about it because 
It was essentially export-led The progressive 
intcinationalisation ol economic activity 
leached a high pilch last year when the 
volume ol merchandise hade grew by 9 per 
cent lh.it IS, more rapidly than lor nearly 20 
years I lie gtfnernlised trade libeinlisaiion, 
inire.iscd li.ide within trade blocks and 
iciot alion ol production acioss national 
bordcis by multinational co.poraiions 
provided the impetus lot giowth ol trade in 
1994 Dependence on iiadc has also made 
world economic giowth dcsynchronous In 
the current cycle the ..lajor Luropean 
economies l.ig behind the I'S by mote than 
SIX qu.ulcis Lomp.iietl with an avciage lag 
ol one to two quarters in Ihe I97()s and early 
I98()s Conlinucd giowth in the I'S and the 
south cast Asi.ui countries provided the 
loiindalion lot the export led iccovcrv m 
most ol Lurojic m 1994 UScxjiansiongavc 
Ihe impetus lo I .itm Ainei lean growth, while 
wcsit’tn Fuiojh lielpcd 1 miinbei ol easi 
I iirope.in countries to register positive 
growth lor the Inst time alter the loll.ipscof 
their comniuiiisl leginies Ihe Aliican 
coniiMciUheneliled liom the pick up in world 
demand and the use in comnioditv prices 

Ihere .tie howcvci seiious misgivings 
.ibout the sustam.ibililv ol Ihc high giowth 
ol 1904 I he I S giowth ol 4 I percent the 
highest III .1 decade is believed lo have 
licakcd While I'.S ('spoils grew by 9 per 
cent underpiniieii^by thetoniimied weakness 
ol the doll.ir ihev wi te outp.ued by ihc rise 
iniinporisbv 11 4pcrcem llu lestraiiuon 
inll.ition IS .ilso wc.uing thin Ihc lapid rise 
in expoiIs hjve suhsi.iiiti.illv raised c.ipacity 
tilihsalioii rates m the I S and seveial olhei 
countries and inllation.iiy piessuies arc 
r.usmg their head m the manulaciurmg sector 
in these couiiliies I he phase ol low rise in 
nominal wages has come lo an end, 
p.irlicul.u-|y in (heEuropeancountricsdespite 
high rates ol unemployment The L'S remains 
an exception in that nominal wages have 
lemaincd subdued m spile ol relalivelv low 
uric nipioyment and high capac itv utilisation 
Giowth ol part time and piece rated 
employment has been icsjumsiblc tor the 
unusually low riscol 2 2 percent per annum 
in nominal w.igcs in the US duiing l9<)0-93 
against incicascs ranging fiom 4 to S per 
cent per annum in Jap.in Germany and the 
UK Ilowever, the concerted attempts at the 
OECD and the European Community level 
to achieve laboui maiket Ilexibility brought 
unit labour costs down in 1994 not only in 
Ihe US (-1 9 per cent) but also m Japan (-^ 4 
per cent), Germany (-6 1 per cent) and the 
UK (-0 I percent) CuffeiHy depreciation 
in a number ol c ouni • 'dicr than Germany 
and Jap.ini h-is .Iso helped manutactunng 
Finns lo leduce real producer wages which, 
combined with taster productivity growth, 
has improved profit margins 
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Then hdii bwn heavy tabour*s^edding in 
the manutacluring sector in (he industrial 
couiiines For these toun tries as a group, 
I the average rale of unemployment was 7 1 
per cent during |y8'^-92 which rose to 8 I 
per tent in 199't and 8 per tent in IW4 and 
in the lirsi quatter ol IMS was only 
marginally lower at 7 7 per tent The BIS 
annual report tries to play down tears ol a 
jobless etonomit recovery as being 
exaggeialed, pointing to some countiies 
outside I'urope where iinemplovnieiii rates 
have declined rapidl> Nevertheless il 
acknowledges serious siructural problems 
on the employment tronl First whatever 
till in the uncniploymenl laie iheie li.is 
been in some loimdies like the UK has 
octuried not so miiih due to use in 
eniploymtiii ,is decrease in ihc profioilion 
(it the populaiion ollering ilsell loi 
employment letlcciim;demographic l.iclois 
as well as a discouraged workci’ elleci 
Second there has been over the past 20 
veais I ralcliel tllect in evciv business 
(Veil laising Ihc tale ol stiiii.Uiral oi long 
leim uncmplovnieni Hit BIS lepoit s 
expliiialion ol these developnu ills luns on 
very conventional lines rclilivelv high 
uni mplovmcnl bene Ills lossol skillsduriii)’ 
periodsol uneini lovineiit slieiigihol muons 
.ind lahoiii inaikel legulalionson lining iiid 
hung etc I III sc Lmlois have aceordinglo 
the leport resulted m a use in vvliai has 
eotne to be known is the non aeee Iciating 
mllalion r lit ol mu niplovmenl (N\IRl ) 
a coiollaiv ol ilu iieid inli inllalionarv 
stance ol inaeio tiononiK poliev in the 
iiulusiri ilisi diomiiiies Mso wiiliihe ii,iii>‘ 
doininanee ol liniiuiil li Misielions tin 
lei e ssion n V phase ce is eIon ^ale el 111 ee iMin 
seclois IS low inllation le soils in issiipiae 
iletl ition anil huge non pciloiiiung isseis 
I Ik bis repoil i lies the e ascs ol t oiinliii s 
such as the UK (\ui id.i li.ilv I inland 
Sweden and Sp.iin which havei ombincd m 
the ciiiieni business eyelt i vibiini 
mamilaetuiiiig sector with i service sector 
dial IS slill subdued alter ilse arlici evccsscs 
The BIS repoil di iws attention to a number 
ol sirucluial pioblems which could brum 
leeovcTV in sonic countries to an c iilv end 
while delaying it in coiintiies which are 
laeging behind in Ihc cvele pailitulail> 
when export demand slows down Among 
these arc Ihc negligible or ml giowlh in 
household ineonie and purchasing power 
parliculailv inwcsieinbuiopc as iiesullol 
stubbornly h’gh unemployment rales tising 
debt seivicc chaiges and persistent 
government delicits, decline in saving lales 
and sharp rise in long-tcim interest rales 
adveisely aliccling both non-residential 
investment and investment in interest 
sensitive lesidcniidl properly 
As lor the developing countries, their 
general lavourabic picture was clouded by 
unprecedented interest rate and exchange 
rale lltictuutions loilowed by rccuircnt 
rinancial market turbulence The so-called 


emerging markets felt, m varying 
the tall-out ol interest rate increases by the 
US, rapid dcpieciation of the dollar ns-a-i i\ 
ihe yen and ihe deutschc mark and much 
more powortully the liquidity crisis in 
Mexico 

What marks out itiis icport of the BIS 
liom earlier ones is the cautious note ii 
strikes on linanci,il sector retorin The 
luibulcrice th.il Ihe linaiicial inaikets weiii 
Ihiough in thcwakeol the Mexican crisis m 
laic 1994 .ind earlv 1 WS has cast its shadow 
on Ihe lepori On the Mexican crisis iiscll 
Ihc icporl IS wishy w ishv iboul whal went 
wrong, though enough is s.ud to undeisi oic 
Ihelackol wisdomol thi radical sl.thihsalion 
policies launched in the late l 9 M)s 
Mainicnance ol ihc i vchange rale as a 
noniinal anchor Ircciu ol e ipilil Mows 
subsl.mtial appicci,itioii ol the peso s leal 
exchange rate unsmi ih lily ol ihedollat is 
,111 anchor loi tight imiticiarv coiiiiol 
phenomenal incii iscs in bank sicdii 
(ollowmg banks lu-vv loiiiid Ircidom 
pailicul.iily lor coiiMimplion pin pose 
draslic I ill in piivile saving riic 
replacement ol pi so deiioininatcil 
governmemtlehiby sluui-tcimdollar liiikid 
sccuiiUcs ( iisobonos I and large dollai 
doniin.ilcd ooiiowm In the binks all 
coiiiiibulid to lire II igililv ol Mevito s 
hn.iiKi il systuii so ih i when the ciiinch 
came 111 the lonn il iIk Chiapas u hellion 
there w is a iiin on iIk curicncv anil the 
coiinliy s nuiili v uinicti leservs' 
tva|)oralc'd mill ihm iii 

Ihc Meviiaii ippsoi has ukIiuhI iIk 
BIS lodial with till vi il funnel,il svskm 

iisoniL Icii h hill till mil posiiioini 1 iki s 
IS tn in.b V lUnl om as is oiilv i K 
cvpcclic ol abodv sonirollidby llu ct > ii 
hanks ol the (i i(' s iimiies Ihoti h i 
bungs out the svsItniK iisks inluicnl ui 
inaikclpailicipanisii ding ‘laigcramoiuiis 
moie lieqiicnilv Ihroiuli highly levci.igcd 
positions II I giciiLi niiinber ol m.iikits 
,ind ,itross a largei sci ol nation tl noideis 
the BIS views ihi ciiurging situation o 
undoubtedly ol gn ii benefit llowivn 
the dal 1 dial the BIS icpoit itsell piovi Ic 
and the spenlic obsciv.ilioiis it makes op 
the implications ol iIk iuibulencc in Ihc 
linanc lal markets ,iit at sharp variance with 
thisiosy view tiisl the icpoilacknovvlcelgcs 
that the iisks ol tuianci il sectoi reloim had 
been ainpiv exposed by the deicgulation ol 
the l 9 S()s in the inelusirial counlrie-s 
iimluding those with well-eslablishcil 
financial m.iikcts and 'nsiilutioiis Almost 
everywhere ,i surge in ercdit resullod iiul 
ullinialelv debihlatcd parts ol the banking 
system Alongside there was ‘excessive 
real estate trading asset price inflation and 
III some cases, loss ol monetary control 
Second, inieiest rates tended to rise and also 
to fluctuate more violently alter tinancial 
hberdhsation Third, by opening the I inancial 
markets to torcign influences, financial 
liberalisation increased the vulnerahilily ol 


Ihe economies and the domestic f'lnancial 
markets to disturbances onginating abroad 
and tochanges in sentiment in foreign capital 
markets I inally rinaniiallibcTalisationhas 
also adveisely aticcled governmenl 
Imam \s demonstrated by the Mexican 
11 ISP ' irgc inireases in domestic inteiest 
rails tan Ic.id to a bulging ol Ihe budget 
delicil Ihis t xpeneiice should drive home 
the lesson Ih.ii bctoic linancial markets are 
liberalised ,ind opened up by developing 
countries India included a sound current 
,iccouni on bilam e ol payments a level ot 
dimiesiK siviMg high enough to meet the 
invisimcnl iticds ol lapid iiid ordeilv 
development tnd re isunabic liscal halamc 
"Hist hi cnsuicil In .up c.pl ihc lelorms 
have to hi er.idu.il mil laielullv sequenced 
Ihc BIS Icport picM Ills lolling sniistics 
on Ihc unhide lice m bond inaikcts and on 
ciipital Mi'v s mill ihi dc velopmg counlnes 
Ihe luihui MCI 111 bonds mirkci m eaily 
1994 loliiiwmi'Ihc I .iknmg ol inoiictiUy 
policy b 'he I s I ccic’i.il Rcsc'ive m early 
I chru i \ I I iikcil.ish iiprcvcrsalol lortunes 
with in uncxptiied surge m bond yields 
.ilniosl cvcivwl n Ihe Mow ul poitlolio 
ipvi siiiic 111 mill till emeigmg ni ukcis Irom 
die incliistiMli J ciiimlncs diicil up Also 
\| lulled till Bis iilmits vv IS die long 

I hi II died II ip Ih i| low mil limn t'ldaiigid 
vommiiniciii to mli iiillalion irv policies 
will 111 ikt III! si bic vicids on bonds and 
iqiiitii I ui'i cn ss boiili rli.tns.RtiOiisaiicl 

vims, MSI III I viiagc pcrmitkcl .il the 

II like \ mill lenilv viilnu.ible to 

ilivclipii Is si t .1 die 1 1 1 .icliiiii, and 
d c Ml vie II 1 Is I he use III bond vu Ids 
he BIS leiniii billies mu icsulkcl m s uiie 
il ihc I leesipii I lilt liissi s m die post w.u 
I Clod r 1 I d I ul .il f I v trillion 

,iiiv d 1 to iliiiii mO [H 11 ninllhctiDP 
t III i )| t 1) iiiiimrics iiid scviie'y 
k sl.ibiiiscdu|Liitv 1 iiki ishothiM liveloped 
n 1 II I luoiiie 11 iiiiiiiii \ii ong Ihe 
liciir ispiiiisiblc lot dk cvlr.ioiilmaiy 
volalililv III bond pticcs two stand out 
(11 he I .'till III d unce t taini'o ihoiii the 
uonomic iiviriinmml gmuillv notably 
mnatiiiii iiijipiii ’lowth.indmiiiu t iiv policy 
and III !m alls iiion ol lm uki d dcahiu’s 
as ,1 icsiiil III wliic h di vi lopiiK Ills Ul till I S 
t ipidiv spidcd vivci mtii illiii m.ukets 
l)i\i ki[immls m ' 9 'M aic sigmlii jnt 
list! Ill II spei 1 ol ipii II II Mows into the 
enuii’ine miikcl b wi lonlidcnlly 
I X peek ' Hill theu wiiiilcl t 'Mssivemllux 
ol loieicn i ipitil mill llusc i ikv's once 
die aoveinminls ol these mu iiiii s uirried 
mil pulicv 'I’lirms sii ti s iradc 
libcralis.ition d iicu'iiuim uuI' iiivatis iiion 
ol ihcdomcMu cuuimv bteiim u tu 
financialmarkc'saiid iismi iifmei i.mii'ols 
onluruenm isiir lU Mowevu wliil'lu 
cxpcrieiui it I'W m.irkcci by slam Uion 
ol net capiii inMows into Asian conn no 
<inil I cli.isiiL tall m inflows inio mu cicii 
capil d exodus Mom the 1 itm \muicaii 
counirics, uikleiscores is ili ,1 cape il Ikiws 
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are decisively influenced by external factors, 
such as interest rates and cyclical conditions 
in the industrial world over which the 
LDCs haVL no control 

MAflARASIHR^ 

Watery Thoughts 

TIIF Maharashtra go\eminent says it has 
decided to givi top priority to solving the 
dunking water shoitage in the state The 
deusion to create a separate ministry to 
deal with the siib)ect has been announced 
I he government has also issued a white 
paper which proclaims the governments 
resolve to end the present pro-urban bias in 
the disltibulion ot drinking water hxecss 
water Irom major inigation projects like 
Javakwadi in Marathwada and Djni in 
western Maharashtra is proposed to be 
released to meet rural dnnking water needs 
The government has also decided to do 
awas with the condition that municipal 
water supply schemes must raise 10 per 
cent ol their cost by way ol public 
contribution because ol which manv such 
schemes remain pending Instead the 
gosernment will provide the amount as 
loan According to the whitepaper the state 
government proposes to spend Rs 6 700 
ciore over the next live years on solving the 
drinking watei problem in about 40 (KK) 
villages 

While water supply is i vital issue in 
Mahaiashtra s socioeconomic develop 
nicnt the white papci is mainly concerned 
with administrative bottlenecks in the 
implementation ol water supply schemes 
Thus besides promising haish steps leainst 
coiruption in the licid and stressing the need 
to improve the elliciency ol existing 
schemes the document meniions lew other 
measures loconserve the state sscarcc vvatci 
rcsouices Iheic has been no perceptible 
change in past lew decades in the annual 
ramlall the state receives and vet the statt 
has been lai mg i recurrent problem ol 
diouglit indicating sctious dcticicncies in 
water distribution and utilisation policies 
I he white paper proposes a compulsoiv 
levy on industiial units which pollute water 
soiiices but IS silent on the state slop sided 
cash crop biased cropping pattern 1 he 
problems ot the Konkan region which 
receives the most rainl ill in the stale but 
laces severe water shortage in sunimei also 
go unmentioned 

A major gap m the white paper is the 
absence ol relcrence to the need to increase 
the lores! cover in the state so is to replenish 
water sources m the long term fhc forest 
cover III manv parts ol the slate is extremely 
scanty It is just 0 4 pei cent ol the total Lind 
<irea in Osmariabad district In I alui and 
Ratiiagin districts it docs not go beyond I 
percent while in 10 other dislilets it is not 
more than ‘i per cent In the absence ol 
.idcquale loiest cover the water table has 


been receding and casdldf&oie-wells having 
to be sunk to depths of 500 metres have 
been reported 

The whi te paper talks of the importance ol 
inculcating in people sound health and 
hygiene practices so as to keep dnnking 
water clean, but leaves untouched the issue 
ot how this IS to be done Most importantly. 
It has very little to say on what the govern 
ment intends to do to generate fKoplc’s 
participation on an issue which is of intimate 
concern to them The involvement ol NGOs 
IS sought, but thcemphasis seems to be more 
on privatisation ot water supply schemes 
And on the crucial issue of decentralisation 
ol water management the white paper has 
tew measures to suggest 

SRI LANKA 

Advantage Colombo 

THL resolution ol the continuing conflict m 
the norih east was a major issue in the 
elections last year which saw Cliandrika 
Kumaratunga become prime minister and 
later, president of Sn 1 anka And certainly 
she has done more towards tackling the 
Tamil problem as well as addressing the 
demands ol the LTTE in these months ihaii 
others before hei Each ol her initiatives has 
expanded the ground tor dialogue and the 
emergence ol a solution Ihe lilting ol the 
embargo on the movement ol selected 
everyday goixls and consumption articles 
early on gained much ground tor Colombo 
and loried the 1 TIE to iiime to the 
disLUssiori table Similarly ihe lease lire 
and the proposal to have an iniernational 
team to monitor it were so etieiied that the 
I TIT vould mil reject ihem out ol hand but 
did so nevertheless on the ground ol choice 
ol jiariicipanls in the international group 
The unilateral opening otihe|>assiaciliiaiing 
movement to and Irom Ihe north cast lor the 
Inst time in long years wav again i measure 
directed at building the coniideiue ot the 
pc’ople in the government The lailiire ol 
these ellortv U' make much leal headway 
lowardsiesolvmgtheconllicl has been partly 
bee luse ol the internal problems ol the 
government - diltcicnces between the 
govcrnmcni and the military authorities 
but mostly Ihe rcsullol the! TTE’sobduracy 
One thing however is clear Kiimaraiunga's 
cl Ions hav c expanded the format of conflict- 
resolution by attempting t(> go beyond the 
immediate concerns ol the military 
engagement 

Her latest proposals, the most sweeping 
so tar not merely make special concessions 
to the northern and eastern regions, but are 
directed at transforming Sn I anka from a 
unitary to a federal system enlarging on the 
changes that the India-Sn Lanka accord had 
proposed The existing provincial council 
system IS to be replaced by regional councils 
with exclusive executive jurisdiction Every 
council will have a chief minister elected for 


a five*ybar term. wWi k f<iv«n»dr'» " 
appointed by the president m consultation 
with the chief minister Executive powers 
arc to be divided between centre and the 
regions and with no ‘concurrent list' The 
centre will retain control over defence, 
foreign affairs, national secunty, currency, 
monetary policy, airports, etc, while the 
regional councils will have control over 
education, local government, housing and 
construction, agriculture, health, industnes 
and fisheries The regional councils will 
have a separate police force headed by a 
regional police commissioner, but there will 
also be a national police The regional 
councils will have the power (p set up then 
own financial institutions and even seek 
foreign loans 

These changes are to apply to all regions 
and not only to the north and Ihe cast 
Politically, this is ihc crucial feature ot the 
pac kage On the one hand, the Kumaratunga 
government is making it clear that it 
recognises the real problems ol the regions, 
especially the north and the east but on the 
other. It IS also underlining the tael that ihe 
Tamil areas are as much a partot the country 
as any other In other words, ihe allcmpt is 
III resolve the tundamcntal problems which 
have over ihc years provided the base lor the 
political movement tor an celam Ihc 
governmem is sending out a cIcar signal that 
aseparaicT amilhomelandisanunacceptable 
proposition 

It IS not suiprising that the LTTE has 
rcjccled ihc proposals although several 
Tamil panics m parliamcni have welcomed 
the package Ihc advantage appears to be 
wiihC olombonow This is perhaps the most 
comprehensive proposals which have been 
put forward by Ihe government m all these 
years with grcaici appreciation of the need 
tor regional autonomy than ever before 
Moreover lor a drained economy such as 
Sn Lanka's it is an alternative which seeks 
to disiribiiic the burden ot administration ot 
a multi-eihnic state to its components This 
alsoaddicsses an issue which will undoubted- 
I) come up .n future-Sinhala resentment ot 
concessions’to the north east By devolving 
powers todll regions, the Sinhala-dominated 
regions have also been given the power to 
redraw the contours of development 
according to their own priorities 
These facts will not be missed, cither 
internationally or nationally The LTTE 
appears to have been driven into a comer at 
least on the diplomatic front, though it is 
fairly clear that militarily there is little that 
the Sn Lankan army can do to counter it 
What IS not clear so far is how the army has 
responded to the moves In the past and even 
recently, the Sn Lankan army has opposed 
moves which may prolter an advantage to 
the LTTE Any attempt to persuade the 
LTTE to consider the new proposals by, say, 
withdrawing the army from strategic areas 
or calling oil the operations now inprogre.ss, 
will hardly be accepted gracefully 
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CENTURY TEXTILES 

Thrust on Exports 

CENTURY TEXTILES AND INDUS¬ 
TRIES a BK Birla group company with 
diversified interests in textiles rayon, 
lyrecord, chemicals, shipping, cement and 
paper and pulp, has posted a 17 per cent 
increase in turnover, from Rs 1,182 crore 
to Rs 1,386 tor the financial year ended 
March 1995 Other income has nsen Irom 
Rs 50 crore to Rs 70 crore a nsc of 19 per 
cent Gross protit has risen by 19 8 per cent 
hut a taster use of around 56 per cent has 
been recorded in net profit as a result of a 
very small tax provision and lower growth 
in depreciation The directors have proposed 
a dividend ot 55 per cent against 47 per cent 
tor the previous year 
According to the company s management 
the cement division contnbuted roughly 33 
per cent to turnover in 1994 95 riding on 
a bouyant cement market An average rise 
ot about 12 per cent ip cement prices in 
1994 95 (against a tall ot 1 per cent in the 
previous year) made a major contribution to 
the higher turnover The textiles division 
which includes cloth and rayon yarn 
i ontnbuted about 50 per cent to turnover and 
the paper and pulpdivisionabout 11 percent 
The rise in prices ol cotton in the last 
financial year is expected to continue to 
adversely allect the perlormancc ot the tex 
tiles division in the current year 
The c ement di vi sion compi ises thicc plants 
namcl) Ccntuis Maihar ind Manikttarh 
Century Cement is expanding its clinker 
capacity by 2 lakh tonnes by installing a 
prec alcinator system in the kiln fheexpanded 
capacity IS expected to go on stream bv the 
end ol 1996 The company has become one 
of the largest cement prcxlucers in the country 
with the commissioning ot a one million 
tonnes unit at Maihar in Madhya Pradesh 
With this the company s total cement 
production capacity has goneup to4 7 million 
tonnes per annum Upgradation ot the 
Manikgarh cement plant is also in progress 
with the lull benetits being expected by the 
year end Manikgarh Cement is increasing 
Its capacity by 2 lakh tonnes to 12 lakh 
tonnes The expanded capacity is expected 
to be commissioned by the first quarter ot 
1996 Installation of captive thermal power 
plants ot 15 MW each at the Century and 
Mai har cement uni ts is being considered The 
company is consolidating its position further 
by large-scale diversification into manu¬ 
facture of pig iron and paper and pulp It is 
exploring the possibility of setting up a 3 
lakh tonne pig iron project in West Bengal 
at a cost of Rs 400 crore and two new pulp 


and paper projects in Punjab The Rs 900 
crore paper f^ojo t envisages setting up of 
facilities to manufacture 400 tpd ot printing 
paper 

The shipping division is being modernised 
with the purchase last year of a modem bulk 
earner of about 44 000 DWT built in South 
Korea, taking the company’s total fleet 11 
aggregating about 3 16 lakh DWT The 
company has invested $ 55 million in two 
ships bought this year Dry bulk freight rates 
which had started rising from last year have 
stabilised at good levels and are expected to 
remain there 

In spite of the unprecedented nse in cotton 
prices exports by the company s textile 
division were Rs 241 crore Total exports by 
the company increased by 35 per cent from 
Rs 215 crore in 1993 94 to Rs 290 crore in 
1994 95 Simultaneously, the company s 
imports and foreign exchange outgo in other 
forms have galloped in the past two years 
fiom Rs 29 crore to Rs 191 crore With the 
modernisation ot the paper machines the 
company is set to cxjion paper Exports ot 
vanous qualities ol paper is already taking 
place to many countries in south cast Asia 

The company h ts phased out the use ot 
harmful dyes and its R and D department has 
developed altematisc shades to replace the 
banned dyes Plans lor a new 5 000 tonne 
viscose filament yarn (VFY) unit in Gujarat 
nearGrasim s upcoming60 0(X)tonnc viscose 
staple fibre planl have been shelved lor the 
time being with unfavourable market 
conditions and continued nsc in raw material 
pnees being cited as the reasons The decision 
to locate the plant luarGrasim s project was 
based on the possibilily of procuiing raw 
materials like caustic soda and carbon 
disulphide Irom the latter In keeping with 
plans to modernise and expand its fabric 
making capacity the companv plans to 
replace its convention il automotive looms 
with modern airjct looms which arc said to 
increase fabric making capacity by nearly 
four times The companv i s planni ng to double 
spindleage capacity ot Century Yam us 
cotton yam EOU I hecxpansion iseslimated 
to cost Rs 50 crore and will be complete in 
one year Among other plans on the anvil 
IS the setting up ol a denim EOU with an 
annual capacity ot 10 million metres at an 
estimated cost ot Rs 100 crore at Satrati in 
Madhya Pradesh The company is also 
venturing into floriculture for roses, again 
for export 

The company lapped the international 
market in 1994 with a Rs 314 crore GDR 
issue to finance its expansion programmes, 
mainly for doubling the cement capacity at 
Raipur (Rs 110 crore) and installation of 
power plants tor captive use (Rs 145 crore) 


LLOYDS STEEL INDUSTRIES 

Backward Integration 

l loyds Steel Industries the flagship 
company of the Lloyds group operating in 
the core areas ot cngi neenng and steel c losed 
Its financial year ending March 1995 on a 
buoyant note Total income jumped up from 
Rs 113 89 crore to Rs 463 52 crore i nse 
of 307 percent Alter depreciation provision 
of Rs 17 52 crore against Rs 3 29 crore tor 
the preceding year net profit stood at 
Rs70 48 croic up by 77 6 per cent Irom 
Rs 39 69 crore posted in the previous yea’’ 
The boost to the bottomhne was provided 
by the commissioning ot the company s hot 
rolled coils project at Wardha though the 
company claims that the lull effect ol the 
project will be rellei ted only in the current 
year s working A dividend of 25 per cent 
has been recommended by the directors 
The turnover from the engineering division 
sloodatRs2{)2 87ciore up8I percent from 
Rs 112 31 crciic in the previous year Pro 
duction achieved by the steel division since 
the commissioning of the HR coil project 
in October 1994 touched I 44 527 MT 
fhe companv s future plans locus on 
backward integration and diversification 
1 loyds Steel is to commission its first cold¬ 
rolling mill this year to produce 1 50 lakh 
tonnes ol cold rolled sheets The second 
cold rolled mill is also expected to go on 
stream by the c nd ot the v car adding another 
twolikhtonncstocapacitv Llovds ilsohas 
plans to invest m •iddiiional Rs 15 ciore lor 
equipincni to ptoducc in addition il one lakh 
tonnes ot discrete pi itc which will laisc the 
capacity to 71 ikh tonnes Lloyds Metals and 
Engineering the company s engineering 
division IS setting up a coal fired I 50 lakh 
tonne sponge iron planl about 100 km tiom 
the site of the steel planl The sponge iron 
produced at the plant will be the principal 
raw material tor Lloyds Steel conternng the 
benefits ot backward integration on the 
company Lloyds vice chan man Mukesh 
Gupta foresees a cut in production cost to 
the tunc ot Rs 3 000 per tonne once the 
project goes on stream Further, the company 
IS to set up a 40 MW power plant using waste 
gases generated in the sponge non pro< css 
In house capability to supply critical equip 
ment and put up an engineering kiln will 
It IS claimed reduce the cost ot the j^oject 
tiom the normal Rs 190croreioRs nepre 
The engineering division has also 
commissioned the lirsi ol its dcs.ilier plants 
lor the ONGC at Nawagam Gujarat The 
Rs 4 crore order the second major one alter 
the project lor the Madras Refineries in 
1993 involves designing engineering 
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manufacturing and aalsaMbfuig^Mueumtsof 
desalters which according to N V Bhatt, 
general manager marketing and business 
development is the largest desalter 
installation ol its kind m India |withj a 
c jpai ily ot desalting 2^‘i 00() ke per hotii 

Also on ihi t lids is a Rs 7(K) ciorc cniry 
iniominingoi ironoic andcoalinOadihiroli 
Mahaiashtra with minimum capanties ot 
10 likh tonnes each with a possible tic up 
lor technical support with a world mining 
nn)oi such IS ( Icscland Clills ot the US 
ISC OR Pri Ion lol South Aliica C ompanhia 
Vale Do Roidocc ol Brazil oi Hammersely 
lion (>l Austialia The irraiutcincni is to be 
only in the loini ol i tcchnic ft lie up with 
no ci|uilv p irlicipalion hv the loicign 
comp inv 

With the uin ol loinilv t iking up lurnkev 
pioiects 1 lovds Steel plans to eiitei into an 
ilh line withSpic given the I liter sexixrtise 
in executing eonti lets both m the domestic 
ind oversc IS ni iikets Furthci ueordingto 
Miikcsh (jupt I the compinvs excellent 
woikshop llcililies would be better ex 
ploiicdbv elite ring into this illi nice The 
giou() IS ilso inleiested m diccisilviii^ into 
lie IS like sollwiic ph iimieciiticals 
pesticides iiid d 111 viiig will in investnieiit 
ol Rs 10 to Rs 40 eioie 

I lovcis Steel his rcciiiK coiichicicci in 
iidei lor Rs 2 iioic lioni Sc mb iw mg 
l’'‘(i|eets 1 ngineeiiiic Sine’apoic loi i 
hsdrogeii peioxiile pro|ctl be me built ill 
llidoiicsi I It h IS tied up with Sueldollibiu 
Ciilibll Cieiniiiis leu>llei ie I'liulol sci\>ecs 
III the lie I )l pipeline coiisiiuclioii i ineing 
lioili Icasihilllv Hid ceeinomie sliielies to 
consiiuetionni 111 iLeine III iiielopei itioii iiicl 
m iinteii incc 

lo put linilice the iiuuis pio|ecls i 
lights issue ol Rs ’(lOeiore h is been pi lulled 
I arlic’i the eoinpiliv had plumed lo eeime 
up with a S SO iiiillion (il)R issue bul the 
pill his been shelced in \iew ol the 
dcpiesscd miikcl coiidilioiis 

I he e me ell ilion ol the bnioii |iio|cet it 
Dibholnns idvcrsel\ illeel I loscis Vitlol 
Pelroleiiiii I )oinl vcilluie between I lovds 
Steel anel Singapoie biscdVillol 1 lo)ds 
was hoping louse the liiel |eil\ to h ive been 
built b\ [ mein Fin ilong with the hike'in 
inte III iiion il prices intl slow process ol 
removal ol subsidies by the government 
have tempoi inly stalled the proicei which 
IS based at Ratnagiri The meinoraiidum ol 
understanding between the two eompames 
was loi marketing liquelicd natural gas 
supplied by V ittol 

NOCIF „ 

Ambitious Expansion 

NCXril the flagship company ol Arvind 
Malallal has recorded a modest rise ol 14 
pet cent in net sales in the year ended Marcti 
I99S Irorn Rs 822 croie to Rs 9% crore 
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Other irti:^ine inci«a.vcd tnHn 43 cntre 
to Rs 46 crore After proviu. v R\ 14 69 
crore tor deprcculion anu Rs trore lor 
luxation nel prolii was Rs 74 77 croie 
bxports iiK reused Ironi Rs 67 77 erore to 
Rs 81 II croie The direclois have 
recommended a dividend ol 4') per cent 
againsi 40 jici cenl lor the pievious yeai 
A bonus issue has also been iccommcnded 
lo leward shaieholders keeping an eye on 
ihe large capital raising piogianime to be 
underiaken by the company o\ci the next 
ihiec yeais Ihe bonus issue will lesult in 
the capilalisation ol lescivcs lo the exicni 
o(Rs6l tOciore Accordingioanalysis the 
bonus issue is being ollcieci as a sop lo 
investors whose icluiiis may be clilulcd 
lollowing Ihe massive cspinsion in ihc 
company s ec|uiiy lollowine the pio|eclcd 
lights cum public issues 

I hepeiiochcmicalsgianlhopcsio ichic vc 
an export tin novel ol Rs KXIcioie next year 
accoulingto N M Dhuldhoya vice chairman 
and maniging diiectoi havinn chosen 
exports as one ol Itie thiiisl uc is NOCIl 
ac hieveci in expoii luinovei ol Rs 80 cioie 
in Ihc year undci review Ihc company is 
engaged in ihc i spoil cil pvc lubbei 
chemicals indiisiiiil solvcnis and v iiious 
olhei siwci ilily chemicals to the F ii Last 
Ihc fjull and west Asia Resides its ciwn 
pioducls which consiilutc 70 per cciil ol 
total cxpoiis the company plans lo increaH 
Ihc volume ol merchant exports A pail ol 
Its elloits lo step up expoiis involve up 
etading the c|ualily nianagenicni system 
Not II has reccivc-d ISO‘XM)2 ceiiilic iiioii 
lor adopting c|ualily inanageme nl systems 
in I'lc mimificiiiic nicl suppiv ol 'is 
pctiochcmicals NOCIl has also been 
honoured with llic Bnlish S.ilely Council s 
Swcirdot HonourAvvaidihiICC inloui ye irs 
I he company is pi inning loconie up with 

I public cum lights issue ol Rs4 162 cioie 
Ihe biggest by an Indian coi pen iieenici prise 

II IS going 111 loi massiye expansion cuni- 
modcrnisation ol iis peti ikIic niic als c omi'lc x 
at Thane 1 he projec t cost is proposed to be 
linanced through a Rs I S67 crore rights 
issue ol paiily conyertible debentures a 
public issue ol paitlyconvcrtiblc debentures 
of Rs 2 Oil) crore and loicign inycsimcnt ol 
Rs I 0‘v9 crore The expansion will increase 
ethylene capacity lioin 7*5 000 tonnes per 
annum to 3 20 lakh tonnes Piopylenc 
capacity is being raised Irom 40,000 tonnes 
lo 2 25 lakh tonnes Besides plans arc afoot 
to create fresh capacity to manulatture I 8 
lakh tonnes polypropylene, 2 I lakh tonnes 
polythene and 86,000 tolucne/xylene 
Technological iic-ups with international 
companies including KTI ol Holland, 
Tcchnip of France Buss of Switzerland and 
Hi mond of I taly have already been c one luded 
7 he project is scheduled to be operational 
in late 1998 and preparation of process design 
and basic engineering packages tor the 
cracker plant and utilities centre has 


ciwnmenccd fVom Januhty this yeiSr iTie 
International bin ukc Corporaiioii (IFC) has 
appiovcKi the scheme and will arruitge lor 
the $ tso million loreign exchiiige 
component ol the project m oxchai'gc loi 
a small cquiiv m i|u pro|ect accoidu'g lo 
the vice'chairnuii md man iging diicctor 
NOCIL IS ilsii I vpmdmg i' |)tl,' nv 
chlotide plain in s s imv' us iri on u si/, 
rtic companv ll iJ c rlic'i diiidcd (o phisc 
out Its PV( uiiii h ll the lirnimg up oi 
intcination ll piuc I ir polymers hii- 
proniptccl It lo iivciM ihc decision 
Indtgciiouslv miiiiii duiccl PV( will be 
chcapci and N()( II is now looking loi 
technical col! ibi i lUn ui upgi i Ic its ilii o i 
thiec dec ides old | I nt 

Ihc Aivmd M n ill i| gioup is ssiiiiii up 
ajointventurcwiilil Sgi mlfJowf h, mic ils 
The agroi hemic Is hvision ol \()i II is 
pioposed lo b< I iidcci ovci to li c i v 
coiiip.iny Dow Nl ll \gric hi mic ll > m 
which Dow f liciiiu ils mcl ih. Mil ill iK 
will c,icli hold ‘ I I Cl 11 ol IK ccpiii, 

1 c hiioloev ll vhi Ic I in , ,1 i 
inodiicls inch on cl md i n { o i 
inscclicidi s IS hioti) III III \ I 1 

Chimii.ils lie Mil ll ll Dow coiiPiii s 
expected lo I ici ' ipc lilion lioin Ho, I 
aiioilu I leidiiv pnver in the ' i ui 
Ihecompiiu nn c ol pdii ' m d 
includes solvchis d i i ol pioducls di,l,iu 
oxide glycols III tVf shoe I ompomi Is 
1 lu companv o iiuikciina vinvi 

sulphone indm lonylenehais 

SIIRII (1 Ml M 

Improved Performance 

Dcspilt contuiiiii 1 ssioiiiiv londioons 
a lesult 111 red' ' olliak. ol cdiiciit b, 
governmoni 'n i i Nluct < i d 
Hangul gioup ll 111 i iv shiwccl mi i i 
peilormaiuc in ih n i nclid \l i di I > 
furnovci rose lot, i‘iSS0(ioic n H 
127 70 crou m d | c vun s s, ti n , , 
24peictiii Id I 'lilt till re SLcI bv 1 
pcrcenttoR i' I I »croie Irom K i'0 ’ 
croie Net prolii v o up by almosi ‘M o< i 
cenl Irom Rs I i / s i loie to Rs 22 i o < 
Adividcndoi 20[d ciithashecn ledi ,! 
by the diieciois 

The company pi ul'iced 893 2*1 mt ol 
clinker against HSS ”6 mt m the previous 
year It achieved P2 per cent , ipiciiv 
utilisation 111 the vc,ar undei uvicw 
producing 927 "' 3 ml of ccmtiil Ihc 
tonveision ol railwiy tracks Irom nidcr 
gauge to bin id caugc in ihe Delhi 
Ahmedabad secinm has expanded Ihc 
company s access lo the market cimiieclcd 
with broad gauge lines 
The company is selling upa Rs 200di)rc 
power plant in R.ijjsthan as a joim veniuic 
with Deutsche BabciKk ol Germany with 
both partners lonlnbuting equally lo ilic 
project cost Funds lor the projec arc lo be 


raised through jattmaf accruals and term 
IcMns w iihoul taking rec outsc to the c ipiial 
III iikd M isl ol the powi r (ion this p| n i 
will ll soiisunieil by Shu , c din iii s ocvn 
Him ll llew ll 'll R u i i|i in 

Ih iiimpiny nisdnvuiup mill isinicnl 
i'll ol K "’Oil cMii' 'll 111 r, Isl Ils 
ll .nut . 1 1 inn c ipacilv ovet Ih next I nii 
'ells 1 he plin Ids hii 11 clivi led Ml! 'wi 
pi s, 11 ,1 the iMsi phast IS well iindi i vv i\ 
Ihc conipinv IS selling up a pl.inl .il l< i is 
in l(idh|)ur In the si c one'phase iht c ipwcilv 
ll ilii R i s pi ml will he men iscd In one 
'ulhni ipi 111 1 hi lusi phast iscsliniihd 

, sdc lull (( . Hill ol vvliK ll Rsax (mil 
sill b mil I by die Hinmiis willi ilr 
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ATlENTiON 

Si I liari./Rerdei'i 

f jjiicn I n* ol Per, Cut 

P "I ■‘1 1 N' .V 8 ifiKS and 
jr ’ r r out |1I ' I Uif Oj on Indie 
AIIIO ti 1 / s I 

r’/abhu Boow Service 
‘ a 1 r ' )->/1 

Gu',) IC M iry ,'iri ' ? ini 
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rt 1 Doltil Ol 1/ 8 0 (l''■88 

Ptdii n Uhl I 10 Htu K'lci 
Vill ige 

New Delh 1 lO 016 

Wo ire ah o intpro,^tod m pmci'd^inq 
singlw books/individual fuHp pons' 
whcNe libranes; of doiique/rdi o books 
Book', iignoil by Mihjto,! C ;f/)< 
Jawaharkjl k/ehiu Indira m rdl i 
Ba/iv Gandhi 7 igoro md I or 
nalionah'-t 1 “ idols', are o' spiml 
inteies' 


Wc^ly August 5-f 2. 1995 
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Ecomimic an(i PolmcM 


1950 


Money Maiket Rates of Interest 


Weekended F"nda>s 
instrumenlT —— 


_ July IW 

28(RF> 21 I4(RF) 


June IV9S 


Call money rate 
(weekly weighted average) 

( all money rate 

na 

9 46 

II 66 

12 08 

(Range weekly) 

8 50 

0 25 

10 50 

1 00 


II (M) 

12 00 

14 00 

17 00 

Treasuiy Bills 





91 Day (On tap oi ti<l hm ) 

91 Day (RBI Auction) 

4 60 

4 60 

4 60 

4 60 

Pnmaiv 

Secondary DFHI 

1271 

12 97 

12 97 

1271 

(tind point ol bid & oiler) 

12 55 

12 95 

1) 15 

1) 18 

All SGI lr.Kling 
(Weighted YTM) 

14 46 



1471 

)64 Day (RBI Auction) 





I’nmaiy 

* 

1) 16 

* 

1271 

Secondaiy DFHI (mid point 1 

1 1 55 

11 7) 

II 85 

II 90 

All SGI trading 
(Weighted YTM) 

1221 

DO) 

1)68 

1)91 

Re|H) auctions 





(GDI sceutilics) RBI 

4 

* 

* 

* 

Seconduy iiiaiket ni 

na 

na 

14 50 

Stale (lovl toms (( oupon rales) 





All SOL irading 
(Weighted YTM) 

1) )2 

1)97 

1)08 


GOI Seeurities 





Piiiii uy Aiiclions 

1) 85 


1)25 

♦ 

(5 year) 

(2 year) 


Secondaiy All sOI liading 





(Wcighied YTM) 

12 46 

12 51 

12 72 

12 96 

PSU Bonds yield 





1 IX free NSL 





(tiaded weighted) 

II 65 

II 61 

It 69 

II 99 

NSt(Range weekly) 

10 89 

10 49 

1066 

10 75 


II 75 

II 76 

II 71 

1221 

laxabic NSP (li.ided 





weighted) 

16 48 

16 84 

15 )5 

1681 

NSE (Range weekly) 

16 05 

14 )4 

1) 87 

1504 


16 6) 

17 50 

16 55 

18 )l 

Coinmtreial Bills 





DFHI (Rediscount rale) 

15 00 

I5(K) 

15 00 

15 00 

C P Pnmaiy market (90 days) 

|5(K) 

1500 

1500 

15 00 


16 50 

16 50 

16 50 

16 50 

Secondary DFHI (Discount rate) 16 00 

1600 

16 00 

1600 

Secondary market/NSE 

1)75 

na 

na 

14 50 

CDs Primary market (one year) 

14 5 

14 5 

14 5 

14 5 


15 25 

15 25 

15 00 

I5(K) 

Secondary DFHI (Discount laie) 15 00 

1500 

I5(X) 

15 00 

Inle'r corporate deposits 





()0/90/l8() days) 

16 00 

1600 

16 00 

1600 


21 00 

21 00 

21 00 

21 00 

UTI 1964 Units (Week end 





secondary market price m rupees) 15 05 

15 05 

15 02 

15 1) 

Hundi Rate 

24 00 

24 00 

24 (X) 

24 00 


(per leni ptr iinnum} 


May I99S 


85 


Memorandum Items 
(i) Forward premia on the US dollar 
in the domestic inter-bank market ' 
(annualised in pei cent per annum) 
(Weekly average)!# 

Spot/Cash I 9 

One-month 16 


H)' 

2)(RF) 

16 

9(RF) 

2 

26(RI) 

19 

I2(RF) 

16 15 

16 46 

1464 

10 88 

1)60 

1)47 

16 78 

1) 14 

14 00 

0 25 

1 ) sO 

2(K) 

10 50 

200 

15 50 

11 50 

19(H) 

21 50 

17 25 

12 00 

1600 

22 00 

19 50 

19 00 

4 60 

4 60 

4 60 

4 60 

4 60 

4 60 

4 60 

460 

12 58 

12 50 

12 )7 

12 )) 

12 )) 

12 07 

12 07 

12 07 

12 85 

12 75 

12 60 

12 )8 

12 05 

11 90 

11 90 

II 7) 

12 96 


7 60 

1 1 )5 

1)22 


12 78 

12 52 

* 

1260 

* 

12 52 

* 

12 52 

« 

12 50 

1 1 60 

II 50 

II 40 

11 )() 

II 10 

II (K) 

11 (X) 

10 85 

14 01 

1) 90 

1)51 

1 ) )0 

1) )7 

1) 27 

12 86 

II 51 

« 

* 

* 

• 

4> 


* 

* 

16 00 

na 

na 

na 

na 

na 

m 

na 






14 (X) 



12 08 

1) II 

1264 

1 1 77 

12 14 

10 50 

11 88 

11 64 

« 

14 00 

4> 

14 00 

4- 

1 ) 80 S 

t 

* 

(10 year) 

(10 ye u) 




( 

1) 96 

1)44 

1) 51 

1) 74 

1)64 

1 )6I 

1)62 

12 40 

II 70 

II 65 

II )0 

11 6) 

II 64 

II 50 

II 7) 

11 60 

II 21 

10 8) 

10 94 

10 66 

1061 

10 94 

II 17 

II 47 

1262 

12 78 

II 4 

1221 

12 22 

1) 08 

12 44 

12 58 

16 54 

16 50 

17 75 

16 67 

1791 

17 41 

15 S4 

15 5) 

16 5 

1) 1) 

16 

I) 16 

16 85 

12 78 

1 t )(' 

15 5) 

18 04 

1671 

18 08 

18 17 

18 29 

18 )l 

15 60 


15 00 

15 00 

|5(X) 

15 00 

15 00 

15 (HI 

15 00 

14 50 








15 00 

15 (X) 

1500 

15(H) 

1500 

I5(X) 

|50(/ 

14 25 

14 25 

16(H) 

16 00 

16 00 

16 00 

16 00 

16 00 

15 (H 

15 on 

16 00 

1600 

16 00 

16 00 

16(H) 

16 (K) 

I6(X) 

16(H) 

14 64 

14 94 

14 40 

1)67 

14 sX 

1 ) 50 

14 7) 

na 

14 5 

145 

145 

14 5 

14 5 

14 00 

14(H) 

14 00 

15 00 

15 00 

15 00 

15 00 

15 00 

1500 

15 00 

15 00 

1 5 00 

15 (K) 

15 00 

15(H) 

15 00 

1500 

15(,0 

14 50 








I5(X) 

16(H) 

1600 

16 00 

16 00 

16(H) 

15 00 

15 00 

1500 

21 00 

21 00 

21 00 

21 00 

21 (X) 

20 5 

20 s 

20 5 

1781 

17 81 

1781 

17 80 

17 80 

17 80 

17 80 

1781 

24 00 

24 00 

24 00 

24 00 

24 00 

24 00 

24 00 

24 (H) 

14 09 

8 07 

6 47 

2 76 

1 )l 

)78 

7 05 

7 17 

5 05 

5 5) 

4 25 

) 48 

4 10 

5 )5 

5 54 

4 55 


Thiee-month 

Su-inonth 


4 SO 5 22 3 7) S )2 S 60 5 86 

SS4 S 84 6 1) S82 608 621 


6 14 6 18 
6 6) 6 77 


I I ?■> 


20 5 


(Ml Havala Rate (Rs/USS) (Duhai) )4 80 )4‘<W )5 15 )5 15 )5 25 )5 25 )5 )0 )5 )5 )5 50 )5 40 )5 )0 )4 97 )5 25 

no trading * no auction na not available t ) no floatation YTM - yield to tnatunty $ Auction held on May 29 
KF meons nsporting Fnday for (ortiughiiy rc|ioning of conditions of hanking business and the fortnight serves as the reserve maintenance penud 
# Based on the daily quolaiHms supplied by Mecklat Pinancial and Cominetcml Slices Lid Bombay 
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OF LIFE, LETIERS PCBtlTftS 

Rabindric Fundamentalism 

GPD 

We will londenm <\en a teinoteh thsappuniiii’ rentalk ahi'iii 
RahiiiJraiiiith Tafune as blasphemous ssliile mentis namiiii> (hairs in 
oui umveisiites aftei foretan prune ministers Surets, Calditta could 
has e done hettei tluiii that 


THFRI IS a siAMbIc class ol piopli in 
absolute nuniK i s though not as a |)ioportion 
ot the total population \vhKh uses 
iiiideistatuK oi misundeistands I nglisli m 
ouru'untiv It IS this clas which probably 
recognises either the Adi\ tsi I uiguages oi 
I nglidi IS the only Indian I iri'niat'cs (loiiig 
b) the leiniik in ide at a r^icni scniinar in 
Di Im In llindiwal I hav<. iniKiited the 
in 'tU o‘ ims I' i>.s One ( I in in laci 
ass( iti I ih It It w IS I I uiei o I'oo I toitunc 
( sanbi' c \ I a is i|u wetrd used) tin' 
M..h a , I ii I and (iip ii it were now Hindi 
spi'kill'' Not bell piitivuliily 'lodiilher 
inlnglnhoiRa lili ibli I'h 1 1 li I'h we have 
ti ndedtoif noiethi-'i Jn 'ison'heple ithii 
we do not iiniiei M ind ilu in Hut then we had 
hoped th It the gi atindianwritersinl ii'lish 
would le ive the dalit iiid OBf laneu iges 
like Marathi ind Bengali alone Oiu does 
not iiu Icneei mind that this I ne'ish elite 
wakes on to lhi‘ lael I’l ii Ri sh in Seth i- a 
good ,ieloi I'll nisi lii .iirloiins m I ondon 
and W'lth some I uiopi i i^tiess Oni does 
riotriliiidtlial Nasee'rudd iSliaft seiedeiilials 
asanaeioi aielmalH gomglobe est ihlished 
when he play' hh lead pa'i m a I leneh pi ly 
lianslaied into I nglish in I ondon \ 
Shombhu Mitia or a Shiieiam 1 igii oi a 
Inpti Mitra OI 1 Siihbhi De.lipinde m.iy 
spend all their Inesdoiim thcatie m thedaiit 
laneuaees hut the I)D .ind oui so e ailed 
national dailies would have little or no 
spai e lor them I he only s tv iiiii grace tn the 
situition so tai was that they had lelt people 
winking in minor thud world languages 
alone They made their pounds and dollais 
and I he I e the matt er stood 11 1 n yol v ed mutual 
non neopmtion and tt was to eveiybody s 
good or so one had thought 

Fhcre is an Indo Anglian author e.illed 
Khushwaiti Singh We have not read any 
work by him and theieloie cannot s ly what 
kind ot autheir he happens to be II he happens 
to be the same person whose column appear s 
III every othei newspaper then we can claim 
some knowledge of his authoiial capabilities 
but obviouslv not enough to pass any 
ludgment What is curious is that this lUthoi 
who has never u<ed any Indian language 
(apart Irom English that is) foi his ercaitve • 
enterpiiscs should suddenly choose to make 


comments on Rabindranath Tagore He 
ptohably did that to raise a storm We are 
lem|ited to believe that now that a stoim has 
aetu illy been raised, he is piivately enjoying 
It I hi question still remains howevei as 
to wh these Indo Angli in wnleis do not 
leave the minor languages .nd literauiresof 
India alone An idea could be Hoated that 
all native writers (or as maiiv ot them as 
possible) give It in wntingth it die \ subscribe 
to the view lh.it the Shobha Des and the 
Kliiishwani Singhs (or any other wiiiei) ol 
lilt Indo Anglian world are lai greater than 
lai'oie Jibanaiianda Das ketk ir liikiiam 
and the like Maybe them tliiy would It'avc 
us ilonc 

The tendency to lake tin ■ alives lightly 
cannot be much ot a sur)iiise in the post 
colonial vCorld where the colonised mind 
still reigns supreme Not so long ago a 
Bombay paper earned an .irtiele on Sliivap 
ind thef.)ueen ot Jhansi by in Indo Angli.in 
louinalisi Noinially anywhere in the woild 
[versoiialitics ol the 17th and Hhhientuiies 
would be Iheconeernol histoii iiis Biitihcse 
lules do not apply to those in 1 nglish 
journalism or so it would sec in Fheie was 
piedietably a storm The issue was this 
lournalisi s freedom expression There was 
III lael a meeting in Delhi which we had the 
mislortune to attend Wc had defended 
Paiidh.irin.'ith R made's light to s.iy what he 
did on Shivaji <which had also created a 
storm then) bec.iuse a histprian has a right 
to hold a V icw lavourabic or unfavourable, 
on Shivaii We did not see how a young 
graduate in I nglish litcratiiic could make 
bold III speak on a subject which she should 
not have been speaking on She even cited 
a Maiailii book ol the 19th century Ihcie 
was a el meal article in a Bomb.iy Marathi 
daily questioning her use/undersianding ol 
the text But oui notion ot dcmoeraiit rights 
does not iiccessaiily covet aeademu 
responsibility ci rtainly not towards material 
III .1 native language' Bengali ’ seasc is slightly 
dilteiciu one reckons, as that language has 
at least one Noliel pri/e This might explain 
why the gournalists and intellectuals who 
were keen to clctend Adjania's (the author 
we have been talking about) right to freedom 
ot expression did not come out in defence 


of Khushwant Singh’s right to freedom of 
expression' This is so in spite ol the fact that 
the Mahaiashtra assembly did not pass a 
resolution against Adjania while the West 
Bengal assembly has against Khushwant 
Singh 

One would have thought that the Bengali 
elite was the most advanced ol the Indian 
elites (Before out English-speaking elite 
object, let us clarify that we mean elites 
belonging to the native or better still the 
vernacular languages We dare not say one 
word against those whe ,,i,, spe-ax and 
read English And, more importantly, even 
it wedid. It would not malterieally ) As such 
the Bengali elite would ordinarily take 
comments on Rabindranath Tagore in its 
stride But they have reacted to what 
Khushw ant Singh has said m much the same 
marinei as Islamic tundamcnialists have 
reicted igainsi Alavi iccently oi against 
Stiman Rushdie Aie wc witness to some 
kiiidol Rabindric lundamenlahsm'Onccan 
easily sec that many would lake even a 
remotely disappioviiig It mark against Tagore 
as blasphemous But an author (even an 
Indo-Aiigliaii one) has i light to say what 
he thinks ol .1111 iher author In tact the liberty 
should extend to all artists gcneially Shaw 
did not think muchol Shakespeare Nor did 
Rex Harrison cither ol Shakespeare or of 
Stanislavsky While Khushwant Singh is no 
Shawoi Harrison, the important thing is that 
neither the Hiitish nor the Russians were 
unduly perturbed by scepticism about 
Shakespeare s or Si.inishvsky s standing 
One is, theielore required to conclude that 
It IS Rabindra liiiidamcnialism which is 
causing this Itiiote 

This becomes all the moie apparent when 
one notices that Bengal politicians and the 
Bengali elite were not upset when a chair 
III economics was sought to be instituted m 
Calcutta Dntvcisity tn the name, ol all 
persons ot the piimc minister of ,Singa|x)re' 
The only objection raised by the university 
syndicate members was that the Rs 15 lakh 
offered lor the purpose was not acceptable 
At least Rs 25 lakh should have been oflered, 
argued the syndicate members If the 
counliies ol west Asia and Pakistan arc any 
guide, lundamcntalist’cntiquesot ‘western’ 
societies do not extend to money or arms 
Much the same ts the case with cultural 
fundamentalism We will condemn criticism 
ot our cultural icons and wc will memly 
name our academic chairs after toreigti prime 
ministers' .Surely, Calcutta could haVe done 
better than this One hacftioped that Ifi would 
have Meanwhile Kbi , inlSmghipdGoh 
C’hok Ton® (the ?.iigapore pnme nimister) 
are probably having a hearty laugh as the 
bhadralok wallow in their Rabindric 
tundamentaiism. 
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NEW DELHI 

Enron and the High Cost of MNCs 

BM 

The Enron episode has hroughi out the hi^h 'ost to the i ountr\ not o/ 
lust this paftuulat deal had it i>one through, hut of the open dooi 
policy Umaids multinational lorpoiatums whuli is smh a vital part of 
the government’s economu reform poluies It is from this wider 
standpoint that the Enron lasi must he debated in ilu lountry 


THE strapping ol the biiinn deal his ktii 
warmly applauded by public opinion All 
the opposition parlies rcg.irdicss ol their 
ideological and political ditleienccs have 
supported the dec ision ol the UJ P Shi v Sc na 
govemmeni in Maharishtia The ( oncitss 
parly is embirrassed more so btciiise the 
prune ministci and the linancc minisic i aill 
chooselosuppoit I iiioM iiidilsci iiinsi ithci 
than uphold the M ihaiashtia ^oveinmcnl s 
ution ind the nation il Intelesi 1 hose who 
see the action is ■ clecei politic ii c nihit 
on the part (>1 HIP and i ilk niouinlullv ol 
iselbatk to (oiciL’n iiivc anieill and the hi{.h 
cost ol bteikiiig 1 s’emd icmiiicl with i 
inulliii itioii ilcor[)Oi Uioii III indeedpi lyini’ 
into the HIP s luncK \lrc idv me eaiiis ol 
sciapping ihc I iiron de jI c vi o in lin iiii i il 
and niiieii il terms is he coining, nli m 
look II tlu I time clown ol i isi inci 
iinpioced kiins licing olliicd in ns w ike 
III icspcct ol Ilu othci so I illid I isi Hick 
powci pio|cils in Andlii I Piulcsh ino 
elsewhere Mote iinpoitani l^ ii ihtl ni 
election pledue to the people li is Peen 
reueemed by the Shi\ Seni HJP combine 
flic upholdinc ol ilu piiiuiplc ol 
accountibility in public allaiis which has 
tended to be uiossh Molatod by politieiil 
parties by theC'oni’iessi.spcei illy is.igieat 
gain toi Indian deimiciaiy 
1 he ICS lew ot the F nion agiteme nt by the 
M.ihanshtra covernment ami linally its 
strapping have seised to emphasise that the 
dc il should not be viewed merely is a case 
ol abuse ol ixrwer and possibly cotrupiion 
by the pres lous stale goveinmcnl headed by 
Sharad Pawar The publie w irning bs the 
IIS adimnisiialiern against a resicwuil the 
ileal and its threat ot letaliaiion had brought 
matters to a head The way the Indian 
govetnment. including the piimt minister 
himselt, came out to deienil Ihc deal iinpaitcd 
to It tar-rcaching politiLdi signilicancc It is 
importam Ihereloic thatinthc alterinaihut 
the scrapping ot the Enron deal seiiuus 
aiteniinn is focused on Ihc larger issue oit 
the exceptional rights and privileges being 
demanded by multinational corporations. 


especially the t S uics lot making 
mvesimenls in Indii I he's insist on total 
Ireeilom to inipoii cqui| ment und Ic edstoe k 
Iromiheirownsouiec wiihouic<nnp''tiiivc 
bidding ol any sort and it turns on then 
investment winch lu not only very high but 
have lo he guuantccd by ihe Ine'un 
governtiiinl wnii buiU in provisions tor 
cscalalioii As i niiiiibtr ol independent 
studies by cx(K'its h id broughi out ind u 
Ii Is bi'c I) conlirincd b\ review ol the pic'jcei 
by the \1 iharashlia m crnmeiU hceauscol 
(he 1 mis extnehd \ the iiiultin ilioni 
lorponlion iIm t >1 clectiicity Irom (he 
I moil pioieci wo ilu hive been wi high is 
to hive mfl itid eosis nl prices all louriel 
111 ' Mihuashlii S le I Icctncily Hoard 
(MSI B) woulel 1 h\ hen obliged lo buy 
ill the high cos| (11 I even il it were lo 
suiter hu ' Ion i s iIc ol ih po'vi t 

lo lln I n ..iinsiir i ind i 'cir il i In u i 
poAciWkU ivai ibk I I 111 iisowngi riliiu 
pi mis 1 heLmonpron iwisn illyi iidcd 
to set die paili iii > Amt lie an ecu i| mic<- 
III pailicular and nuiiiiti ilioii il coipoi ilioiu 
in genet il lor iiivl in in India IK I iiron 
episode h IS thus biou hi out the high cost 
lolhceounliv notonis ol ihispuiiciilai deal 
had 11 gone thioiigl I ii ol il > open dooi 
policy towaids nuilii i me ual coipoi iiioiis 
whiehissuch ivii ilp i lot thcgovciiiin n' 
eionoinit icloim poluies Ft is trom iliis 
wider standpoint ihii the Lnitm case must 
be debited in the cuumij andthcoppositie n 
p.iilics inusi lake ii ii( as a ma|or political 
issue' 

Em (he prime minister Ihc open door loi 
lort'ign iiivcstinciu li is iKtomeiheoiie and 
only point on Ins eic'uomic policy agend i 
This IS seen by hiiii is the way to insulate 
the so called economic reforms and iht 
ptrlorniamc ol tlu govemmeni Irom 
political conleniion The question is arc 
the opposinoii panics willing lo put up 
with this position' 1 hey certainly have noi 
taken a cleat si incI so far The left parties 
111 particular have laid themselves open to 
jiFies from the ruling party on this score 
The several state govcrnmcnti being nin 


bv the opposition parlies find it expedient 
to lake what is euphemistically called a 
prai'i.i lilt position on the role ol loreign 
cap .1 even though Ihe Congress party 
iisvil IS being compelled in the wake ol ils 
ciccloidl reverses to repackage its reform 
progiamme in moic populist wrapping It 
IS the leaders of ihc opposition parties who, 
with the elections to the Lok Sabha so close 
at hand app< ii to suiter from a lack ot 
eeinlidencc m the elecloratc which has 
uni quivocally rc'iccicd Ihc Rao 
govcinnicnt seconomic policies including 
Ih. policy ol rolling emi ihc red carpet for 
ilic mullinaliiinal i orpoiatioiis These 
puiies must respect Iht senlimenls ol the 
pcopi' inel 111 then quibbling among 
ilicm.iKis not allow the lundamcntal 
issues involved in ihc scrapping ol the 
I nion deal to be ob useated Objecting to 
multin iiional corporations only in the 
e einsumci goocK sector is not a good enough 
poMiion lo lake What has to be questioned 
i.thc iiolionili II nmliinatumalcorporations 
hung Ic 11 oiiigv lor ihe economic 
dcvelopint 11 md modernis ition ol the 
developing I (Himries Nol lo do sorellectv 
link ol pillule il will and a tendency (u 
Ions lor soli Ilf Hons which ol ionise are 
s ugly nol I iii.ibl to India or any 
IlM loping cotiitiv 

It III siiapi nil I the Emon piojccl is 
111 h II UK I mg It all ihe mobilising 
ol II iige ( . soil CCS ai 1 1 ipabilities in 
pi ICC ol lejwulciHe on multinational 
Loipoi, lions h is to he pul at ihc lop ol the 
le iiioiriii a iJ political igcnda Fhis is 
piilicilii'i ic cv.ni lo ihe energ/ scctoi 
Iiilitiu IS qiiipnicnt makinge ipjciiyand 
locil evptilisc 111 lliis arei ire il wolid 
siiiidiieK Ihcii ulili iiieiii IS III less eosllv 
ihan irivtliinglhc iiuiltmaiionilcoipoialions 
hivcio liter Ihchrsisicpio iciivatc Indian 
c ipuiiies and capabilities lo tope with ihe 
giowima ileinand ol powei is lo pul m place 
iii.iiii>cnii Misloi linaticing pi o|cc(s lor power 
gem gun tioiii out ol domestic savings 
using i.idk ■nous equipment and loi il skills 
and ntional laritt polity lo ensure a viable 
laic ol letiiii. tor lli domestic investmeni 
which w.ill iiovvivoi be 1 11 low cl than what 
h IS h tel III be eu i iiiccd lo Lmon and the 
olliei so I ailed ti t ti uk toicign pioitcis 
Reliaiiee on domcstie icsemiccs nutcrial 
hum in and linancial will sme both 
e vpansionol powei gencriiion capacity and 
supply of ,10V vi It II asm able losi Iht 
piisttuin on the (oa’ci Iroiii has dieielv 
gi ively deietimaltde viiiasihcg ne'pmciit 
h IS siiciH mikli tunc mel cncigy lo sig ini.' 
MOl s with n ultiM itional coritoi aim loi 
selling up |ov. Cl plants indc.cii i o 1 1 ib e 
ilomesiit lesourciJs ind skills h i\ ficii 
alleiwe J (0 remain idle I he re suli s ihc 



Nhajifallo/becwccn 10.600 and 15.000MW 
in ihc rcaIisatK>n ot the Eighth Pljin target 
of addition oi )0.(KX) MW of generation 
tapaiily The sciapping ol the Enron deal 
provides the<>p|iorlunity to similarly review 
and lerminaie MOUs signed with other 
niullinaiional vorpuiations tor setting up 
powei plains on no less adverse terms and 
(.ondiiions Other uuinlries have taken such 
action to saleeu.ird Iheir nation il interests 
The talk ol loss ol lace .md shaking ol the 
coiilidince ol loreign capital and 
businessmen is ridiculous When a counii v 
Its people indgoveinnienl assert iheinselves 
to secure ihcir silal interests the\ regain 
then occ n sell conlidence and in the process 
theres|Kciandconlidenceoloihcis whethci 
loieigit goveinments or compantes and 
businessmen The way is also opened lor 
moie cc|ual, muluall> benelicial economic 
relations, including investment ol loreign 
capital loi aiigmetiting the re some es lor 
India s economic growth 
Il IS a lortuiiaie coincidence that the 
Planning Commission has come out with its 
review ol the peilorniaiice ol the Rao 
government n the E ighth Plan so lar I he 
leview brings out laige shortlalls in 
produc lion and c apac 1 tv c real ion espec lal I > 
III critical sectors such as eneigy and in the 
social sciMccs Shortlallsol suehmagnitude 
and spicad li ive not Isecii recorded in the 
past though the story ol planning in the last 
loui decades has been very much one ol ups 
and clowns No wonder the piime minister 
should be trying to keep these lindings 
conlideiilial and even to doctor them Me 
cancelled the meeting ol the lull Planning 
Commission which w.is to have been held 
last month lor thts reason This has been the 
siandaid lesponse ol Narasimha Rao vs hose 
reluctance to lace the truth is well known 
How giotescjue this trait is tending to 
become w .iscmph.isised w hen Rao addressed 
the meeting ol Congress woikers ai 
Suraikund organised ostensibly to iiam them 
to lace the coming election to the Lok Sabha 
Rao chose the occasion to charge party 
workers with nepotism and hunger lor 
peisonal powei which he said had alienated 
them and the paily Iroin the electorate This 
was his way ol absolving himsell and Ins 
policies and perlomianccol all responsibility 
lor the soriv plight ol the paily But can he 
himsell so casiiallv escaiic the charge he 
levelled agnnsi his paitv woikers' Rao s 
Surajkund pertormance ac tually exposed his 
ow n alienation not only liom the masses but 
even Irom the workers ol his party Ihe 
made against Congress workers which he 
made when his own teim m ollice is clearly 
diawing to a dose unlike Rapv Gandhi’s 
denunciation ol power hiokers’ at the start 
ol his innings as piiinc minister and party 
leader, has to be dismissed as the outpouring 
ol a played out small time politician whose 
p I'oK.d miegiity iiscll has come under a 


'doiKi among 1 
the general public 

Rao’s tabonous exercise at Surajkund was 
futile and unconyi 'cing also as a deicnee 
ot his economic reforms In his speech he 
had to admit without any tinge ol remorse 
though, that 5-6 crore ol the top crust ol 
Indian society ‘does not need to be canvassed 
about economic rclorms lor they have 
enjoyed the Iruits ol the reforms As lor the 
next layer ol some 25 to to crore people, 
according to Kao they were beginning to 
appreciate the reforms and its hcnelits This 
was a wishlul view ol reality Pxcepi lor a 
It action ol the middle stiaia wine It may have 
impioved its incomes and consumption 
levels, the maioriiy ol the middle class 100 
has been squee/ed by shimkingjob oppor 
lunitics and erosion ol the real value ol its 


65 emre p^ptc, have )*eeh 6f' 

any development opportunity. ’They have no 
link with the market-orient^ liberalisation 
and globalisation imposed on the country by 
toicign business and political inicicsts and 
zealously implemented by the Ruo govern¬ 
ment in the last four years Rao. however, 
refuses to rcc'ognisc that the alienation ol the 
party he heads troin the masses is not a case 
ol lailure ol communication on the pan ot 
Congicss workci s 01 the media, as he alleged 
Ihe content and direction ot the retorm 
piogianiinc is liindanienially anti-people It 
cannot altiaci the support ol the mass ol 
thc[)eople What is more Ihe mi^ldlc classes 
and even sections ol Indian business 
inlciesis have good reason to bo dis¬ 
enchanted with It 
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Amitabh Kundu 


The country has- made a (onutous but unproilaimed (hoice of allowing 
people to live in a manner that degrades human life slowlv hut 
svstematually. This is beiause the politital eionums of the countrs does 
not offer an altenuitive iriespedive of whether the de\ elopment 
strategies it puisnes are with or without a human fa<e 


DLVKIOPMhNI pl.inncis pliMding lt>i 
nMikelis.iiioM ol soLi.il inlrasirikdirc ami 
basK anicnilius adiim ihe possihiliiv <>1 ami 
pciicivc no great dangei in allowing the 
parameters ol physual exisienu' some 
alleeting human metabolism, to be 
iletermmeJhvthcallordabiliiv ol indivulii.ils 
Ol lommunitv It has been argued h\ i ininent 
eLoiiomislsandmiirilioiiexptitslike Minhas 
.ind Sukhatme that the basii needs aie not 
dependent onl\ on human biology l.ven Ihe 
minimum . alone rei|iuieinenl is noted to 
\aiy .leioss conitiiuiiilies with drileient 
hisloiv eiilUiieandsiK.lal noiiiis I he> thus 
impluith s|uesiion the essential logic 
iiiKleilymu Ihe goveinmeiital pioeiammes 
loi piovidiiig the minimum needs One is 
iherelore not suipiised to know ol a iiiimbei 
ol scholars lioin Ihe western World holding 
the Slew that mlani moil iljis laicilMK) lile 
expe’eiaiiey etc in a eouiiirs should tie 
delernnned by ns altoidabilily Nagamiiie 
has in laei .iiguedlh.it I Vtkol 20pei thousand 
IS too high lor lapan while in the slates ol 
India like I'liai Pradesh esen 100 pei 
ihous.ind would be acceptable sine ilk si iie 
eannoi conimii moie lesouiees toliealili and 
wellaie aiiisilies due to its political 
compulsions and clevelopincni piioiiiies 
rile abuse pioposiiion mas appeal 
somewh.ii undiplomatic sviihin the 
Iramework ol the Woilcl Summit loi .Social 
Deselopmeni held in Copenhagen in Match 
this ye.ii but has wiue currency in leiins ol 
the present day reality Oui lile expeciaiic y. 
stale ol biological system numbei ol .ul 
menis siitteied timing a ye.ii numhei ol 
childien dying during oui lileiime etc 
depend seiy much on Ihe country we live 
111 I'ndeistandably. Ihe state oi piople in 
India cannot .idopi the siandaids ol lood and 
beverages ol water and air pollution ol 
clllueni emission by industries, etc. .is in the 
svesietn world or the I S Keeiung 40 fier 
sent ol the vehicles oil the loads b^ adopting 
Ihe German stipulations, lor instance would 
be strongly lesisied by ‘Indian elites" 
Similarly, the ministry ol industries would 
eoo.sidcr it all light il a numhci ol 
manuitteturing iiinls loniinuc ihc'ir pro¬ 
duction using their obsolete and eeo- 
unlriendly technologies since only a lew 
people would die nt pollu(K»n compared to 
the very many that may die ol starvu^m. 


il the national income is leduied by tl) per 
cent due to the adoption ot certain biiropean 
stipulations tor envitonmcnial protection 
As a result an acc laee Indian gets exposed 
to considerable iisks to his oi her physical 
metabolism eseiyd.iy in the struggle (cm 
suiMval One can thus see that the coiinliy 
h.is made a conscious hut un|iioclumcd 
c hcuceol .illow ing people to Inc m a mannc-i 
that degrades human me l.ibohsm slowly but 
sysiematically I his is because Ihe political 
economy ot the world or the country does 
ru It ol I er an aliei nai n e in especi i ve ol w he lliei 
the deselopmeni sir iteeies are pursued with 
Ol wilhoiii .1 hum in lace or heart 
■| he attempts ol the Indian state to prescmi 
tiansplaiu.iiion ol human means through 
legislain e .ind policing system are points ol 
discussion 111 tins contcxl Needless to 
meniion heie th e the implementation ot the 
ccniial act p.issccl in lW4and vaiious other 
stale .lets make cvcii donation by gcinnnc 
telaines dilticult M iny ot Ihe lenowned 
suracons and liospii il> hac'' been cxiicniely 
carelnl in unde iKine transplantation 
cases lesulliii" in Jiliv. .iiid cmiupton 
I'ncloubiciiM iiMiipts to simplils I'n 
piocedij'LS loi such liansicis dike Ih ii cil 
l.ind .ind piopcilv iiansleis as itiemp cl in 
lecenl years) would imply allowing ihc 
pieseni incctualiiy in income and access u, 
[Hiwerinihecouniis loallectlhedisiribuiion 
ol bioloeual oieans ,is well I his would 
amouni to ciceiuliiion ol human beings 
One should iioucIIk less ask whelhei the 
stales icspoii'ibihis to protect Ihe i ili/en s 
light to physic il metabolism should end 
with Ihe prevention ot a lew hundied c.isc s 
ol kidney iransic is Would one be wiong m 
(Inhbine sue h iiiu i vc niions as meic tokenism 
as these do not touch the much siionger 
processes ol huin.ni degradation, peipetuated 
by the economic system ’ 

More than 60 per cent of the woikeis in 
the unorganised sector endanger then eye 
sight.lungs.kidney lespiralorysystem.etc 
by the very naluieol their woik and woikmg 
environment The formal and miormal 
iclaxations in lahoui andenviionmenial law s 
in the late lOSOs and 1990s, resulting m the 
growth ot woikers m casual and sell- 
employed categoiies. struggling in poveity 
have further aggravated the problem 
Lite cxpceiancv and the state ol hum.m 


tV> 

transfer and accumtilatt l^d. property, dtc, 
can icopardtse the physical existence ol 
several millions ot people as the organ 
translc lor a lew hundreds Indeed, the 
nnpac lot anexploilalive economic and social 
syste.n can be tai mote damaging in terms 
ol sheei number than Ihc iransici ol organs 
Il has been aigued pcih.ips lightly, that 
much ol the moneiaiy bendiis involved 
otien do not leadi Ihe donei oi his/her 
iamilv due lo the dandesime natuie oi 
operations ind .ippiopiiation ol a large 
poiiion ol the booty by middlemen 
lollowing this reasoning one must be 
conceined also about the clandestine 
priciicc's in inicumal labour maikct and 
e\|il()ii,iiion ol woikcrs bv employers or 
coniraiiois hoiii economically and 
physic ally 

Anoihci issue ot human abuse agitating 
the minds ot politicians administrators and 
activists IS ih.iiot to ^ign nationals mairying 
thepoorMuslimwomen II thema|oi concern 
heic IS 111,It ot the brides being olien minors, 
the piohlem can be dealt within Ihe noimal 
system and ill that we need to do is lo 
ste.imlineihesy siemol marn.igeiegisiration 
and ol ago veiilic alum The issue however, 
has icc)uiic-d .1 strong emolicmal .ippeal due 
to 1 host ol olhei associated laciois, such 
as giving ol money to the girl s lamily, ill 
iieiiiiioni illei in.iiiiauc lackotcoinpatibilily 
clue |o igi liillcieiicc etc Most ceitamly, 
none ol i|icsc po sibililies can be luled out 
when ilii b iilcgoioin is Iroin within the 
countiy S live n iiionalisin apart there are 
no enipiric.il evidence lo sugeesi that the 
iinplemenialion c>l legal piovisions, 
panic 1 1 II l\ le .iiliiu' loiluie oi sale ot 
women IS worse in the coiinliics where Ihc 
Indi in biicic's ,lie being sought On the other 
haiiJ studies indicate thesocio economic as 
also emotion il coiidiiiim ol many among 
these pool gills maiiying persons within 
their comiiiuniiy aie quite bad due to the 
picv.ulmg poveiis and its dehumanising 
le.mires Intact theoagarncsstolindason- 
in law liomabroailb.isically stems liointhe 
notice'ible illlucnu ol the giils and their 
lamilics ih.ii have sik ceeded in their venture 
Monelais iiansaclions have imlorttinalcly 
leinaineci a pan ol Ihc maiiiinimial system 
in the couiiiiv 'Ihc stale has not been able 
lo do much to Liiib such piacliies as it is 
dilticuli to ideniilv ^ULh iiuisiciions and 
distinguish ti irom voluniais g'lis M.issivc 
elloits made bv the slat' nd non- 
gov eiiiinenial on mis iiionsio prevent a lew 
such mainag.’s on nouncl ol human aousc 
would ccil.iinlv not j'lei the misi.ibk so lo- 
economic condiiiom ol ihc ' mulics This 
would be simil.ir ic la so-callc‘d .iticmpis 
ol the I'S Ol ('ienn.i.)v lo ban oi bo.coll 
Indian pioducls m ordci lo prevent cliild 
labour 
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(t may be sansfying lo M>me ol ui lha( 
Muh iniervcntiou'. bv govcnimenis 
n.pi\tennp s\mbolu ctsiiircs oi >hov>ing 
1)11 an ippaicnl (.01111.11 <01 ph>‘>ii il he ilKi 
>1 Ihiii pLOfil(. li iioi 11 nil II 10 Inili I 


or lli(_ ill'' lopiii 
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b^n aignififoant ctK 
health and wettare ut the aged, including 
th old people’s homes in many of these 
eoiinirics f KCd with the problem ol 
pioviding b.Mi amenities to the growing 
auid (lopulaiion who arc both physically 
md (.(ononiicallv handicapped the pei 
(. ipiM sptiidiiiirc on the welfare 
progi 111 ) IKS (ot ihc eldeily has gone down 
signiliiantlvinthe I9b0s Insicwol these 
itK i\o\s d slaims ol the government to 
bii.oiii( iisiodians ol peisonil health ol 
pi I I lip irs inoie ol 1 livpo(.iisv and 
onii I slioii in policy 


Ernest Maiidel 

\chin S in.uk 

Whidi it</v uitit iktihU / r/irv/ Xhindil nu\ that he lould m^pne 

cjtr t u sfMi t at hath It w/v r.s an < Kt t ptionalh t’lfttd intellei tiial 
paitKidatl iti tlu doitiain i>l il I’l I iiiic't ard us a tevoluti<mur\ 
thi arts' 
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hRM S I M WlJf I vv is II s) 11 IIV vv ivs 
I iipiescnlitivc ol Pii I issR il Ir 11 ipi ill 
inlcll 1.11111 li idilioi’ dll inditii n ol llii 
hnlighli nmiiil i in I n Mnsisi 11 I 
MII visl ihinti Is liki VI nil ci i 111 li m ihcii 
i( )is II IS 1 iijdiiioi inn ( Its hi a his 
1 . <11 I It I ihi low hoi I I son iliiii s iiioic 
ik.ii 10 I'll nil il V 1 II lois ol ilii 
Rcnaissiiui n then ii n v sid il ihilili s 
indmultipli I 1 111 s onli istullodi 1 <11 
s|xi laiiscdlhniki IS mil oli pi ivusol lod iv 
and 11 IS i indiiion din is now 1 ipidiv 
di I lining in I ini') i 1 st It 

I'm s to So I iiiist Miriilil bilongid 
lo 1 tt idilion (01 wliosi niiiihii it w is 
nituril i< hi I'lilt in 1 niiil'i|ili nv ' 

larigii i<'i ind toi wluni intcli 11 1 d 

i ndi Hour would luioni iiii ills suk to sp m 
j vi IV wide r ingi I I disi i| iirit s I In best 
otthiin liki M indt I liiii'si II lonl 1 1 tonis 
think bic> hii ils 1 d t n 1 it |u 1 ibdilv ill 
the niori iniunibiin ii) < 1 ' un I , viitiii ol 
his bt iiij. I M iixi I 11 liolskiisi dn 

most I'llcM ition I'lsl II I I o' I'Miisi 
lilt cl'ts M, I iild I I ik II I 1 Ml ' 

pohmiiisi skil'iid' llitnish (iiinii 
hcnch 111 lisli Jill S| nish nid hid in 
idequ lit ill <1 It I III ind Poitjciusi 
Mis wriitn s ills) I ivid j (lowcilul niisiirs 
not lust ol IK ni nil but ol viiiuillv all 
si'll il iicni lisi i| bn sbiirint’pliilo ophv 
ii'd icsihi n s 

M Midi I w ii III I ) 1 t n III h moil th III 
JUS in I (01 I 01 I in in suit d 
mil llictu du s\ I voliiiioniiv moiisi 
Ik w IS j Hvoliili I IIS Ktivist liotn his 
youth comm Uid in Ins pi kih lo tin 
i"i 1 \s throw tjpdilism iiid to 
Us VI lop the f our 111 It iirn Hum d w huh hi 


s ivv as m ibsolniily vital msirc mil tin this 
struuj'ii llibiLitK imimbii I I the (ciiinl 
ttimmdiii )l till Biigiin siilion ol tin 
I II ith Intciii iliim il It (he igi oil 7 I iki 
modn I piiioLious Belgi in Tiotskvisi md 

I w \bi ih nil I ion w ho w is 1 liw vi n s 
oldct lo him M null I was impiisont J bv 

dll N i/is dm iim dll second w ililwnbni 

ii il ikt I 11 iiiagcd to 111 V IV I 

III I iisonnii 11 ml ivouJ ihc g is ili imbirs 
Ill'll wioi ii maik ibli tu'ok whils 
iinpii'' Hid on till Jews is in opjncssid 
pt I II s bill stioiielv iii'uiliikd 
/null III \1 Hide' too ilciii w ivcied m 
Ins mil insi,_iiii ho iilns to /lomsm md m 
liis suj'poii lot Uk iighicousiii I it till 
I’ ill slim me uisit viii is he II II I'l III pi St 
impiiln ill In Idi wdh thi I'b 11 Mhi 
ippii ssid c I r>will It meIndm wiihihe 
hisloiii il I I cdi ol die loimiliiin il die 

II W Isb ill IS|'OI 1 

11 lilt I'll ii iiioveriiiiil sidli nil I gic It 
loss m till t niv ill till ol one uniirkiblc 
1* 1 tin rivolii Kin iry Abi ih im Lcoii d 
biiiiliiid cninn oiisis Irom the oiilpiit ind 
I niniiinit III ol inothci I rnesi Vt indcl who 
iliid I isi monili U the age of 72 ft w is 
picciselv bit jiisi his intelkclual itliviiy 
ilwiys hid 1 political .ind orgamsiiional 
tomeXI md llimst that unlike other more 
Im dotting I idii il intellectuals (c p ls.iac 
iXuisi her (I k an Paul Sartre) M indel tor 
i mi|iii p irt of his life was binned Irom 
iniiv into I iiumhcrol advanced capitilisi 
loiinirits l)n one occasion when reluscd 
iiiiivinioiht I S lociigace in a debate with 
lohn Kenneth (f.ilhrailh the debate had to 
be held thiough transatlantic 
tclu omnimiK aiions 




mosf'fdkfed^wwQteilts. At^neptfi 
to have listened to him can testily to his 
spellbinding qualities The sheer range of 
his knowledge and understanding and his 
lorniidabic grasp of economic s (the ale hemy 
ol our times) coupled with his supreme self- 
contidcnce that he was more than a match 
lor any ideologue ot capitalism anywhere, 
made him into something ot asupcr-gladiator 
ot the radical left II imellectual balance is 
not al way s best served by such skills, political 
ide and adiviiy cannot do without the cut 
and thrust andopinion inllucncingqualities 
ol such kinds ol deb itc and discourse The 
puic inicllcciual can practise agnosticism 
in the lacc ol impcricci and iinceriain 
knowledge and delude himself or herself 
ih 11 he or she is avoiding the taking ol a 
))olitiial iiosition The political aclivist .ind 
intelicctu il siillers liom no such delusion 
Posiiioiis and pcispectives have alwavs lo 
be taken despite impcitcct knowledge and 
then acted upon 

What was rc markable about Mandcl was 
that he could inspire great lespeci at both 
levels IS in exceptionally gdtcdiiiiellcciual 
p.iMicularlVIn the domain ol cconomic s and 
as iicvolulionaiylhei'ifisi Asancconiimisi 
Vt indel hid a vci\ wide appeal acioss all 
currents ot the Icll and tor a biicl time in 
the l‘)7l)swhciiihccndolI ipiialism sgolden 
igi ciniKiiiiil wiili Ihc existence ol 1 small 
hutvihi ml miluiiiwmgIII Icit liisiconomic 
wiiiincs iviii Ind lo bi 1 ikcii sciioiis note 
"I bv till Ic idinu h-iMii ol ni misiicam 
bouieioismmiimicssucli isPml S imuelson 
( iiiihor I I the smell most inipoilani 
liiuliiL’i idu Ik iLonomiisiixtbookivir) ind 
\ssii I indbiik(tillki\ Swtdislinonomisl 
md lieuii iisponsibli Im si lution ol 
loni'miis \ohil pii/i wmiiirs) It was m 
il'is I'l 1 md ill il 111 was iskid lo dclivir the 
jircsiieious Allred Maishall lectures at 
( imbiidec t'niviTsily an honour rarely il 
iviigivmio IM ,11 xisieconomist Ihclalcsl 
d I'on ol those lectures will soon leappear 
IS riu I Dill, Wuits d! ( aiHitilisl Dei flop 
mini His oihci major economic works 
include fill hmmUum i>l llie Itonomu 
lliDiu,lit of Kail Mail fa work displaying 
remark ibic graspol Maix sanlhro|X)logical 
thought as well) Ihc lamous expository two- 
volurnc Mat Sts! ! cimomu Tlu 01 s The 
Sicond Slump lexpl lining the end ol the 
kingpost war capitalist biMim) TlieMeanmii 
of iht Si i and Wot Id Win a highly original 
analysis ol ihe economic causes purposes 
and consequently ot the second world war 
and his economic magnum opus Laie 
(apiiidiim a work which among other 
things through its argumefit that capitalism 
in Us latest phase actually exhibited the 
purest characionslics ol capitalism as 
undcrstiKxl by Marx, laid the economic 
loundatiun toi Picdcnt Jameson's own 
pathbreaking work on post moderntam 
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caprtatittn 


flagship of indqiendem Mihitist thda^ m 


In his other avatar as a revolutionary leader 
and theonst affiliated to the Fourth 
International and foremost defender (after 
the death of Trotsky and Isaac Deutscher) 
of the Trotskyist-Luiinist tradition in the 
spectrum of Marxist or Marxist-inspired 
cunents, the quality and range of his output 
was no less remarkable but had a less wide 
appeal Here his major works include From 
Stalunsm to Eurocommunism Revolutionary 
Marxism TcMay, Trotsky A Study in the 
Dynamics ofHisThought, Power arid Money 
(a major analysis of class and bureaucracy), 
as well as Marxist primers like Class Society 
to Communism, and innumerable pamphlets, 
essays anil articles on an immense range ot 
classical Marxist and contemporary social, 
political and economic problems in all parts 
of the world His was an encyclopaedic 
mind (He even penned a book called 
Delightful Murder that is perhaps the best 
socid history ever of the genre of enme and 
thnller novels) 

Such writings necessarily had a more 
limited appeal even on the left because they 
were more directly politically challenging 
constituting as they did, a defence ot the 
Trotskyist tradition as the representative of 
classical Marxism and demanding in the 
name of political coherence and integrity 
some considerable degree of affiliation with- 
that tradition as embodied in the Fourth 
International For many among the admirers 
of Mandcl this was obviously much more 
difficult to swallow In this respect there was 
a striking parallel found in the reception 
accorded to Gramsci and Trotsky, respec¬ 
tively by the new and old left after the post- 
1960s discovery of Gramsci’s intellectual 
and political importance 

It has always b^n easier to affiliate oneself 
in some way or the other with the legacy 
of Gramsci although, for all his onginality, 
Gramsci was by all objective standards, a 
lesser theonst than Trotsky This is because 
there is no living organisational embodiment 
of Gramscianism and therefore no real 
challenge to one’s own organisational affili¬ 
ations To the Trotskyist tradition belongs 
the honour of being the first, the most 
consistent, as well as the only senous living 
organisational embodiment of the histone 
challenge to Stalimsm posed within Marxism 
To be sympathetic to Trotskyism in theory 
has always demanded more in terms of 
pracbcal commitments than to be sympathetic 
to other anti-Stalinist currents on the Left 

Ernest Mandel would never let anyone 
forget this At the peakofhis public influence, 
roughly the penw) between the French May 
in 1968 and the Nicaraguan Revolution m 
1979, Mandel was responsible more than 
any single other person for attfacting radicals 
to the banner of IVotskyism and the Fouifli 
International Ceitainly, fliose responsible 


the English speaking world (and elsewhere) 
dunng this period, were greatly influenced 
by him as well But Mandel could not buck 
the subsequent changes in his own lifetime 
— the worldwide shift to the right in the 
1980s and 1990s 

'The end result is something that Mandel, 
and Trotsky before him, would not have 
been entirely pleased about In both cases, 
in India as well as elsewhere, the individual 


A Rebel in Saffron 

MSS Pandian 
Anandhi S 


SRI Deiva Sigamani Arunachald Desikar 
(1925-1995), popularly known as Ihiru 
Kunrakudi Adigal died on April 16 at 
Madurai Clad in saffron and sporting a 
flowing beard, he headed the Kunrakudi- 
Tiruvannamalai Adheenam, a saivite mutt 
of importance, for over four decades In his 
death, which was mourned by a wide 
spectrum of people including a large number 
of atheists, Tamil Nadu has lost a prominent 
public figure for whom religion signified a 
celebration human will and spirited 
engagement with this worldly inequalities 

When he became (he 45th head of the 
Kunrakudi Adheenam in 1952, the Tamil- 
speaking areas were full of Penyar E V 
Ramasamy' s atheistic campaign The sai vite 
orthodoxy looked forward to Adigal to 
counter Penyar Arul Nen Thirukkootam, 
then a forum of the saivite orthodoxy 
mobilised Adigal s fine debating skill in an 
attempt to retnevc the ground already lost 
to Penyar, and even sent him to Malaysia, 
soon after Penyar’s visit to that counliy to 
blunt the impact of Penyar’s anti-religious 
propaganda Ihis phase of antagonism 
between Penyar and Adigal did not last 
long 

In 1955, boih of them met and the early 
conflict gave way to years of active 
collaboration Adigal relinquished neither 
the saffron nor saivism, but declared, “I am 
doing whatever is possible for me towards 
destioymg caste and caste system as well as 
toward social reform I aip neithor scared 
nor womed about anyone’s opposition lam 
waiting to participate fully in I^yar’s anti- 
caste agitations" Soon, caste and 
untouchability became lecunent themes in 
pattimantrams (publicly staged debates) 
or^ised by him In 1970, when the DMK 


the mentor and Ms most able disdpie yet 
fought and lived for Unless times change 
in ways yet unperceived, the most powerful 
memory likely to be left behind by Ernest 
Mandel is that of a remaikable person living 
a remarkable life and producing remarkable 
thoughts It IS stil I something for progressi ves 
and Marxists everywhere to cling on to and 
to be thankful for on the eve of our entry 
into the deepening uncertainties of the third 
millennium 


government brought in the Archakas Act, 
which paved the way tor anyone, not 
brahmins alone, to become a te.nple pnest 
without consideration to caste, it was met 
with stiff resistance from the Hmdu-brahmin 
orthodoxy Adigal distanced himself from 
the campaign against the act and Themgu 
Peravat, an association of saivite mutts of 
which Adigal was the most active member, 
extended lull support to the act His life-long 
struggle against caste system made him rather 
cntical of orthodox Hinduism In 1983, 
participating in a conference of the heads 
of Hindu religious mutts, he asked, “Has any 
mutt chief, who talks of Hindu unity, ever 
tried to appoint a Hindu from any oppressed 
caste as the chief of the mutt > If the member 
of the oppressed caste converts to 
Christianity he can become a cardinal, he 
can become a pnest The si tuation is different 
in Hinduism Have you at least allowed the 
oppressed to read the Vedat''” 

The finest moment of Adigal’s pnvileging 
(he wider social concerns over narrow sai¬ 
vism was perhaps in 1971 In that year, 
Dravidar Kazhagam organised a Supersti¬ 
tion Eradication Conference in Salem, and 
as part of the conference procession the 
image of Rama was slippered in public 
’The Hindu nght in the state, mostly com¬ 
posed of brahmins, with the support of 
C Rajagopalachan, made much hue and cry 
’Their high-pitched campaign was direct^ 
against the DMK government Adigal 
intervened in the controversy, but on the side 
of the atheists He issued a brief public 
statement in which he minced no words 
about where his sympathies were ‘Today 
theism stands for the welfare of the upper 
castes, and atheism stands tor the welfare 
of the majonty of the Tamil people ’’ 


Consistently prmlegmg wider social concerns, Adigal stood against all 
forms of religious and political orthodoxy 
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Plea for Populajusino SoENce 

Adigal was deeply committed to the cause 
of Tamil language which was in keeping 
with the age-old saivitc tradition in Tamil 
Nadu. In 1965, in the thick of the anti-Hindi 
agitation which directly challenged the 
homogenising desire of the Indian nation¬ 
state, he led a procession i n Kunrakudi against 
the imposition of Hindi and courted arrest. 
It was the same spirit which inspired him 
to turn down the invitation to the sanctum 
sanctorum of the Chidamparam temple by 
the Dikshitars in 1983. He publicly resented 
the 'archanas' in the temple being conducted 
in Sanskrit, which most devotees did not 
understand. While recognising Tamil as the 
right of the Tamil people, he was acutely 
aware of Tamil language lacking in many 
respects. What caught his attention the most 
was the inadequate access to .science through 
Tamil. Most of his public discourses on 
Tamil and its glories veered towards a plea 
for .science in Tamil. 'Phe last public meeting 
which he attended was an award-presentation 
funcoon for scientists at Karaikudi. When 
all the eight scientists who were presented 
with awards spoke in English, Adigal 
appealed to them to return science to Tamil 
and said, “Only when we can have access 
to scientific ideas in Tamil, our land will 
progress.” 

His passion tor science took conccrete 
shape in the rural reconstruction 
programmes which he launched in 
Kunrakudi and neighbouring villages in 
1977. Inspired by Chinese communes, he 
worked hard to turn Kunrakudi and other 
villages in its neighbourhood into self- 
sufficient communities by utilising the local 
resources and by taking science and 
technology to the people through village 
planning forums. With the expertise of 
scientists from the Central Electro¬ 
chemical laboratory at Karaikudi, he recast 
the resource-use pattern in these villages 
and established a situation of near full- 
employment. ‘Kunrakudi pattern' has come 
to be part of the rural development parlance. 
What is more, in 1992, the ministry for 
science and technology presented Adigal 
with the national award for popularising 
scientiric attitude among the people. As 
V C Kulanthaisamy, the former vice- 
chancellor oflndira Gandhi National Open 
University, remarked, ‘To our knowledge, 
the only religious leader to have received 
the national award for popularising science 
and scientific attitude among the people is 
Adigal.” While a picture of Lenin hung on 
his wall, he used to tell of Marx, “The 
philosophers before Marx wrote of what 
the world was and what the world is. No 
philosopher has said of how the world 
should be and what changes are needed. 
Not only we have the right to think about 
how the world should be and to change 


philosophy. 

World Aitirming Activism 

During the last phase of his life, he spent 
substantial part of his time and energy, 
despite failing health, towards bringing 
communal amity among di fferent religious 
groups in Tamil Nadu. While he exhibited 
tremendous courage in visiting the riot- 
affected Kanyakumari district in 1982, he 
unequivocally condemned the demolition 
of Babri masjid. He willingly participated 
in every effort, even by small groups, 
towards communal peace. It is not 
surprising that a large number of Muslims 
participated in the funeral of this saivite 
religious head without any apprehension 
about the much larger number of Hindus 
who were present. 

Adigal's societal concerns and 
interventionist religiosity was perhaps 
nowhere more explicit than in a resolution 
passed by the Aral Neri Thirakkootam under 
his headship in Tirachi in 1982. The general 
body of the organisation endorsed its faith 
in god and proceeded to resolve that it “should 


untouchability and caste, and conuntenist 
movements, which are involved in 
establi$htng a povettyless society, as allies; 
and brahmanism and its organisations, which 
insist that caste differences, poverty and 
destitution are results of iama, as foes...’’. 
If Adigal codld get such a resolution passed, 
spirituality for him meant something different 
from what it is normally believed to be. As 
he put it, “Lot of them believe that spirituality 
depends on renunciation. It is a mistake. 
Hating the world is not spirituality. 
Understanding the world, living in it, and 
progressing along with »uild is 
spirituality.” 

The finest endorsement of his radical 
religiosity came from none other than the 
chief ministerof Tamil Nadu, J Jayalalitha, 
and the Sankaracharya of the Kanchi mutt, 
Jayendra Saraswathi. Throwing common 
ci viljsies to wind, they chose not to condole 
his death. Given their conservative and 
right-wing political location, their silence 
was indeed a larger statement about 
what Adigal meant for the oppressed in 
Tamil Nadu. 
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Crucial Issues Neglected 

Bagcshree Vaze 

The issues which prompted the gowari tribals to mount the large-scale 
protest last year, subsequently leading to the large number of deaths in 
the police laM charge, are yet to be addressed by the state government. 


ALMOST a year after more than 113 gowan 
tribals died during a police lathi-charge in 
Nagpur, the Maharashtra government has 
shown little interest in addressing the issue 
beyond providing financial compensation to 
the families of the victims. The newly-elected 
BJP-Shi V Sena regime has yet to take conaete 
action to investigate the incident, despite 
their pre-election promises. And although a 
Bombay-based human rights group has 
published a report bolding the Nagpur police 
largely responsible for the massacre, a 
recurrent issue in Indian castp and tribal 
politics is being sidelined perhaps until the 
occurrence of a future similar tragedy 
Gopal Guru, (EPW, February 11), had asserted 
the incident suggested a crisis in Maratha 
hegemony; a marginalised section of society 
decided to fight government insensitivity 
and the BJP opposition capitalised on the 
aftermath of the massacre by helping perform 
the last ntes of the victims. However, ti& 
massacre did not figure as a crucial issue at. 
the time of the state's February elections and 
a full probe into the incident has not been 
coasidered an immediate pnonty for the 
new government. 

The findingsof the Indian People's Human 
Rights Commission (IPHRC) are hardly 
unique, merely reinforcing common 
knowledge of police callousness towards 
minorities in India. The IPHRC invited police 
authorities to provide their version of events 
at inquiry hearings held in early March, but 
no representative turned up. Its report is 
based solely on testimony given by more 
than 50 gowaris who had attended the 
timrcha. S M Daud, former judge of the 
Bombay High Court and K K Narendran, 
former judge of the Kerala High Court 
oversaw the three hearings held at Pulgaon, 
Sakoli and Nagpur. Approximately 50,000 
gowaris had gathered from Nagpur and its 
outlying areas in front of council hall, the 
legislature building on Novemebr 23. 
Sudhakar Gtybe, the president of the local 
Gowari Sanghatana, had mobilised Ids fellow 
tribals to demand recognition as a scheduled 
tribe entitled to government reservations. 
Peaceful dembnstrations, fasts, sit-ins and 
processions are common in Nagpur during 
November when the Maharashtralegislature 
holds sittinga in the state’s fmmercapilol dly. 

Gowari fribals are rural labouim, beiiev^ 
to constitute somewhere between 10-15 per 
centofthepo{»dationofdiestate’sVidari^ 
diafrict, For the past lOyears, they have been 


fighting for recognition as a distinct group 
who should receive benefits under the 
government’s tnbal welfare provisions. 
Constitutionally, depressed and economically 
backward sections of India are entitled to 
concessions is employment and education 
- that is, arrangements are made to ensure 
members can acquire jobs and receive 
admission to colleges While a larger debate 
rages over the degree of reservations for the 
marginalised, controversy over the gowans' 
status as a distinct tnbe has existed since the 
1960s. The group has been confused as a 
sub-group of the Gond tnbe - a Maharashtra 
government resolution of April 24, 1985 
claimed the gowans had been taking undue 
advantage of their name’s similarity with 
that of the ‘Gond-Gowari’ scheduled tnbe. 
Mantralaya subsequently stopped issuing 
concession-entitling certificates to the gowans 

Gajbe and other gowari leaders, frustrated 
with filing numerous petitions and meeting 
with government leaders to no avail, decided 
a morcha might be more effective. The 
IPHRC report provides background context 
and reiterates most of the details of the 
November 23 massacre provided by 
newspapers at that time. Men and women 
of all ages - whole families including small 
children - after marching from Patwardhan 
ground to the ‘T’ point in front of the 
legislature building, endured the hot 
afternoon sun for about five hours, with the 
hope a government representative would 
address them at some time. Because of the 
massive size of the assembly, people sat 
huddled together uncomfortably and while 
most of the witnesses say they maintained 
a distance of 10 to 100 feet from the police 
barricades, some concede they may have 
pushed too close to the front. 

The IPHRC report says that while the 
gowaris may have shouted slogans 
condemning the government, they were not 
aggressive and did not incite the police to 
violence. The police informed the leaders 
that the ministers would meet a five-member 
delegation, but Gajbe asked that the chief 
minister himself meet the crowd. The crowd 
was later told the chief minister had left for 
Bombay, so the gowaris asked that some 
other minister meet them. Around 6 pm, 
after darkness had begun to descend, the 
leaders were told no minister was available 
to meet them. Gajbedecideditwas necessary 
to tell the gowaris of what had happened and 
ascended a rickshaw with a microphone in 


' Whiind qxoMng, a white 

or cream-coloured Ambassador car witii 
flashing red lights appeared at the front of 
the crowd and the gowaris thought a 
government VIP had arrived. Slight 
commotion ensued in which those who had 
been sitting for hours suddenly stood up and 
moved nearer the police barricades. 

The gowans appearing before the IPHRC 
tribunal claimed the police, perhaps upset 
by the movement in the crowd, removed the 
bamcades and rushed at them with canes. 
There are points of discrepancy among some 
of the witnesses, a few saying gun shots were 
fired, others insisting the police burst tear 
gas shells. Nonetheless, the gowans, with 
no place to am except to the rear - theyweie 
cut olfon all sides by road-blocks - trampled 
over each other in mass confusion as the police 
began tamng them. 

The unfortunate turn of events might have 
been prevented had a police official read out 
the Riot Act or asked the crowd to disperse. 
Witnesses told harrowing personal accounts; 
the police rounded up the wounded and sent 
them to hospital, literally flinging women 
and children into awaiting police vans. Many 
of the gowan witnesses say the officials took 
advantage of the confusion to even steal 
jewellery and personal belongings of the 
wounded ShantaDhondibaNeware,40says, 
“even the ones who could have lived were 
thrown (by the police) and died" 

There is no question in the minds of the 
gowans that the police arc solely to blame 
for the massacre, despite the then chief 
minister Sharad Pa war ’ s clai m that the tribals 
had instigated the incident. Gajbe, whose 
nine-year-old daughter perished in the 
stampede, says Pawar’s claim was absurd. 
As Ranjana Suryaban, 20, told the IPHRC, 
“What use was there in starting a charge qn 
ourselves”’ Families of victims were 
subsequently compensated - some received 
as much as Rs 2 lakh for their gnevances 
- but such concessions hardly deal with the 
massacre’s underlying issue; the gowaris are 
adamant the government provide them with 
more opportunities in education and 
employment. B V Kolte, deputy secretary 
of the state's home department, says tiw 
government has appointed a Nagpur-based 
inquiry commission, but it is uncertain as 
to when it will begin its work. 

Still, Gajbe and the other gowari leaders 
have not given up their fight for recognition 
as a scheduled tribe. Soma Sen, an IPHRC 
activist in Nagpur, thinks the gowaris shouid 
continue their struggle, despite the lack of 
government response. "1 hope they form 
some son of revolutionary movement on 
their own, since the government doesn’t 
seem to be addressing their concerns.” The 
gowari tragedy is only one incident of many 
in the increasingly tense atmosphere of 
caste relations around the nation. Given the 
government’s lack of action in dealing with 
such a significant feature of Indian politics, 
it is understandable Indians have more or 
less forgotten last year's stampede. 
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Egypt^s lh>ublei^ at Home abd 
Signals Abroad 

Ninan Koshy 


allowed toltold demonstrations against the 
Khartoum regime but was received by 
Mubar^ for a photo opportunity publicised 
in the television The semi-official press 


- gave a lot of coverage to the Sudanese 

The iempuhion\ of a<(eleraiitn> developments in west Asia and North opposition and made a distinction between 


Africa are demandini; a reorientation of Egypt’s political and eionomic 'he Sudanese people and the Sudan 
relations and a reassessment of its role in the region government This has given adelimte boost 

to the National Democratic Front which had 


WHIl 1 tiK sable latlling by Fgypl against 
Sudan in the wake of the assassination 
attempt on president Mubarak has been 
chiefly meant to win pup national istu tervoui 
and divert attention from a dtepening 
domestic crisis there ire indications of i 
reorientation ol fcgypt s role in the icgiuii 
and consequent diplomitic initiatives 


possible links between some sections ol 
bgyptiaii opposition and Sudan 
1 1 iditionally Sudan was subject to 
exploitation by Egypt in many ways Today 
there is a new situation As a senior official 
ol the Fritrean government wrote {The 
Sudan Dimo( tatu Oa/ette London 
Februaiy IW)] 


just concluded in Eritrea its most important 
meeting since 1989 While the Egyptian 
government lully utilised the assassinaUon 
attempt for an orchesu atedcampaign against 
Sudan and international terror ^ <* did not 
succeed in diverting the attention from the 
domestic situation which many believe is 
fast approaching a crisis 
In tact some commentators have gone to 


The occasion of the dlrcl anniversary ol 
the Nasser led revolution was used by 
president Mubarak to repeat his accusations 
agiinsi the Sudan government that it 
organised the ilt< mpt (o kill tiini in Addis 
Ababa He called Sudan an exporlci ol 
intcinaiion iltciioiisin wiihthe sickdreani 
ol apaii Isl imic stale strcichmgirc in Algeria 
to Sudan 1 gypt tluis was atlirniing its role 
is the delcildcr i>l the whole iceioii 
Tile 1 gyptian govei nnieni has not provided 
anycviclencetolinkthcass issinatioiiattempt 
to Sudan What evidctice is ivailable shows 
that those piimaiily responsible were most 
probably 1 gyptians However this has not 
prevented president Mubarik trom 
repeatedly [xniiting the linger at Egypt s 
netghbotii md its ideological leader Hassan 
al lijiabi I he In uie iciinst Sudan was 
succcsslul in crcitina in upsurge ol 
nationalist Icrvour in Igypt 

The repetition of the accusations against 
Sudan even one month alter the incident 
shows t hat M ubai .ik i s keen to locu s alteni ion 
on the alleged Iciioiisi threat Irom Sudan 
md to keep public and international attention 
away Irom domestic politics Immediately 
alter the assassination attempt Egyptian 
troops attacked their Sudanese counterparts 
in the disputed bolder area of Halath on the 
Kcd Sea in which two Sudanese were killed 
and 10 wounded Both parties rcinloiced 
their milii ary strength in the region It is true 
that the Niliunal Islamic Front (NIF) ol 
Sudan sees itself as the vanguard of the 
revolution in norfhcni Alrica (and indeed 
internationally) and boasts of its increasing 
influence In December 1994 neighbouring 
Entrea broke oft diplomatic relations with 
Sudan accusing it of Islamist destabilisation 
and Ethiopia has less publicly voiced the 
same fears Thus Egypt may have a strong 
case m its general cnticism of Sudan 
The cnsis in Egypt Sudan relations has 
much to do with the changes in the Horn 
of Afnca, the assertive and even militant role 
of Sudan and the ideological and other 


It IS evident that on the whole I gy pt has been 
pursuing an hegemonistic and unfair policy 
to utidcimine Sudan s full independence 
and to impede the growth of extensive 
agi icultural programmes thiough iriigalion 
On the other hand the National Islamic Front 
has demonstrated a determination to asscit 
Sudan s independence and to redefine its 
tics with Lgypt on equal tcims although it 
conducts lundamenlalist and perilous 
political adventures This has caused 
Sudanese Egyptian relaUons to plummet and 
Cairo to be perturbed by the turn ol events 
for the first time in the history of their 
bilateral lies Current attitudes U> and the 
oiicntaiioii of Egyptian policy towaids the 
Sudan should indeed be viewed and evaluated 
fiom this pcispective 

I he Addis Ababa incident has put Egypt on 
a collision course with Sudan and it is not 
easy to turn back Egypt is likely to seek 
actively the undermining of the NIF 
government in Sudan and it may assist the 
opposition to It 

Fill now there has been noticeable 
ambivalence and even contusion in Egypt’s 
attitude to the Sudan government and 
opposition This period now seems to be 
over The 1989 coup in Sudan was initially 
welcomed by Egypt as a necessary military 
putsch against the unstable democracy ol its 
old rival Sadiq el-Mahdi But when the 
Khartoum government developed a clear 
Islamist ideological stance Cairo changed 
Its mind but was unsure as to what to do 
For some time it seemed to believe in its own 
theory that in Sudan the military was good 
but, the Islamist elements were bad 
I gypt not only did not help the Sudanese 
opposition It suppressed public 
demonstiations by it (mainly by southern 
Sudanese) The police action against southern 
Sudanese refugee women received 
international attention Sudanese belonging 
to different political groups and parties 
bitterly complained of harassment by 
Sudanese authorities AH this changed 


the extent ol saying that in the absence of 
a dramatic shift in a number of directions, 
Egypt may soon find itself in the situation 
ol the last days of Iran under the Shah 
They point out several basic indicators ol 
the regime’s instability, deep economic 
lecession, the government’s inappropriate 
response to economic challenges the failure 
of political response, the growing violation 
of human rights, the insurgency and the 
divisions witbin the security loices 
The economy is in tatters with e< onomic 
growth falling relative to population 
growth, unemployment, poverty and 
tr ilnutntion rising and the gap between 
the rich and the poor widening The IMF 
and the World Bank believe that Egypt’s 
economic piopspects show definite signs 
of improvement However the real story of 
Washington directed reform has largely 
been one ol disaster for the majority of 
Egypt’s population Most ol the reforms 
have benefited only the better-off In the 
absence of effective measures against the 
endemic corruption and elitism and a 
sustainable redistribution ol wealth to 
Egypt's poor economic reforms will only 
heighten social tensions The Egyptian 
government is yet to realise that the best 
weapon against the insurgents is economic 
and social justice 

Islamic Milhancy 

Islamic extremist political movement 
owes Its ongin in part to the policies of 
Anwar Sadat who unwisely used the 
Islamists as acounter to the powerful secular 
leftists dunng the 1970s He supported the 
Islamic groups financially while personally 
cultivating an image of religious piety Hts 
eventual rejection of the objectives of these 
groups and the signm. u' the Camp David 
peace accord seaU u ms fate Militant Islam 
in the shafA of Jamaat al-Islamiya was now 
to become Egypt’s dominating political 
issue 
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assigned to Egypt in the region by the west 
The general consensus is that the Islamic 
groups possess neither the necessary 
organisational structure, charismatic 
leadership or broad enough public support 
to threaten Mubarak seriously In that sense 
Egypt IS not like pre-1979 Iran Mubarak’s 
response to Islamic militants has been to 
tightening security screws and adopt 
increasingly more repressive measures This 
has inevitably resulted in grave violations 
of human rights 

The case that highlighted human rights 
abuses in Egypt and attracted unusual interest 
inside and outside Egypt was the death in 
police custody in late April 1994 ol Abd 
al Haith Madam a lawyer with lies to the 
outlawed Jamaat al Islamiya It sparked ott 
protests and eventually led to a hunger strike 
by his fellow pro-Islamist lawyers The 
government first claimed that Madam had 
died oi an asthma attack but then rcluscd 
to release the autopsy report or even to allow 
his family to see the body (which was 
delivered to them in a sealed cotfin) I he 
case still haunts the Mubarak government 

In trying to jtistily an increasingly 
authontaiian rule the government cites the 
example ol Algeria even aiguing how risky 
tree elections can be In March 1994 the 
government rushed thiough parliament a 
measure withdrawing the rights ol villagers 
to elect their mayors and deputv mayors 
The explanaloiy note attached lo the dialt 
law stated that the application ol the dec turn 
system proved that it is a threat to public 
order and securitv because it lueiiiented 
already existing rivalries between the major 
I Ians in the villages The note went on to 
explain that elected mayors were more 
concerned with satislying voters than with 
order and secunty and that in any case 
elections were costly 

The following month the slate council 
granted wide ranging censorship powers to 
‘al Azhar despite the objections ol the 
ministry of culture Civil libertarians Uxik 
a particularly dim view of the development 
because in recent years the shaiks who run 
al A/har s censorship review board known 
olticially as the Islamic Research Academy 
haveconstmedtheir nght to examine “Islamic 
work ami productions or those which relate 
to Islam" as a licence to ban virtually 
everything Ironically in the name ol 
containing political Islam Egypt has over the 
last two years granted even broader powers 
over public discourse to the most 
conservative elements of olflcial Islam 

The latest among the measutes ml ringing 
civil nghts IS a new law that presenbes 
punishments forjoumalists by impnsonment 
up to five years as well as heavy fine in ca,ses 
of defamation or spreading ‘false 
information’ 'The government is adamant 


interest* Cntics say that the law is so vaguely 
worded that it allows the government virtual 
(ane blanche to prosecute journalists The 
People's Assembly passed its final draft 
virtually ‘in secret recording to opposition 
sources, after precious little debate and with 
no consultations with the media It seems 
that articles that implicate politicians in 
corruption scindals have rattled the 
government 

The peace process in west Asm which 
involves Israel and some Arab stites in 
addition to the Palcstenians appear to be 
prompting Egypt to reorient its foreign policy 
including economn diplomacy President 
Mubarak s visit in mid Novembci last lo 
1 ondon and Rome with the pnmary purpose 
of gaining support tor Egypt s economic 
programme received considerable attention 
internationally 

Interestingly the Egyptian leader s sisn 
came shortly after i surprise announcement 
that Egypt had ipplied to join the Arib 
Maghreb Union the regional economic 
and security forum which brings together 
Mauntamia Moiocco Algena runisiaanci 
Libya It was obvious that the move w is 
not welcomed by all The rums government 
apparently protested while Algeria wis 
reticent I gypi seems to have the support 
of Morocco winch probably leels thit 
Egypt s presence 11 the Union will avoid 
the dominarceol Algeria But even lunisia 
and Algcri i will find it diflicull lo oppose 


against the western onslaught for its alleged 
involvement in the Lockerbie affair 

Egypt may have some good reasons to 
|oin the Maghreb Union It wants to affirm 
Its 10 e i> a Mediterranean power in addition 
to bung a middle c astern leader Mubarak’s 
tnp to Fuio|ie made it clear that economic 
and political relations with Europe are high 
on his agenda This is important at a time 
when the European Union is redefining its 
Mcditcrrane.in poimy on economic co 
o|)Cialion on the initiative of f lance There 
may ilso be the consideration that depending 
almost solely cm the US may not be a viable 
pioposition on a long term basis Despite 
dehys in gelling new co operation 
igricmcnl'' signed with Morocco Tunisia 
and IsncI the 1 uiopcan Union has already 
started negotiating with Egypt a new 
parlneisliip agreement aimed it lemforcing 
bilateral ti ide md ip' estmeni relations 

At I 1 me when IsiacI is fast building 
ec ononiic rcl itions w iih a number ol Arab 
countries in< luding some fiom the Gulf 
region Egypt Ei Is that it may be left out 
andwintion i sc it its inflnencc and wishes 
to icmind A ih si iics ol its central role 
Joining ihc M icliicb I nion is one way of 
doing tins 

Ihus the eonipulsions ol accelerating 
developnit nis i stsi Asia and North Africa 
d( mind KOI eiii ilnm ol political and 
cion me lel II ons ol Egypt and a 
icjssc SI II ol Its i( iv in the region 
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CmBAN<0' 

(Incorporated with Linked Liability in U.S.A.) 


BALANCE SHEET OF THE INDIAN BRANCHES AS AT MARCH 31,1995 



Schedule 

As on 31.3.95 
Rs.(X)0 

As on 31.3.94 
Rs.OOO 

CAPITAL & LUBILITIES 



# 

Capital 

1 

1,580,000 

970,000 

Reserves & Surplus 

2 

6,161,014 

4,886,185 

Deposits 

3 

60,906,820 

62.577,016 

Borrowings 

4 

3,876,520 

2,527,234 

Other liabilities and provisions 

5 

3,367,075 

3,852,271 

TOTAL 


74,311,429 

73,842,706 

ASSETS 




Cash and balance with Reserve Bank of India 

6 

9,893,813 

6.5%,378 

Balances with banks and money at call and short notice 

7 

2,969,347 

3,402,3% 

Investments 

8 

25,314,473 

31.975.802 

Advances 

9 

27,912,958 

22.576.231 

Fixed Assets 

10 

1.472.266 

1,336,613 

Other Assets 

11 

6,748,572 

7,955,286 

TOTAL 


74,311,429 

73,842,706 

Contingent Liabilities 

12 

% 

115,143,651 

94,498,242 

Bills for collection 

Notes on Accounts 

17 

262,603 

456,873 

Schedules rcteircd to herein form an integral part of the Balance Sheet 




Sd/- SdJ- 

Sd/- 


S. S. MANl S. VENKATACHALAM 

ROBERT mCHFELD 

Partner Vice President 

f<x and on behalf of 

FRASER & ROSS 

Chartered Accountants 

♦ 

Place. BOMBAY 

Date. 7th August 1995 

• 

Chief Executive Officer—^India 


1962 


Economic and 
















ariBAfKo' 

(Incorporated with Limited Liability in U.S.A.) 


PROFIT AND LOSS ACCOUNT OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 


Schedule 

31 3.95 
Rs.000 

31.3.94 

Rs,000 

L INCOME 

Interest earned 

Other income 


13 

14 

7,615,265 

1,501,337 

7,233,479 

2,050,669 


TOTAL 


9,116,60? 

9,284,148 

II. EXPENDITURE 

Interest expended 

Operating expenses 

Provisions and contingencies 


15 

16 

3,808,734 

2,456,245 

1,542,465 

3,990,156 

2,632,392 

1,831,214 


TOTAL 


■ 7,807,444 

8,453,762 

HI. PROFIT 

Net profit for the year 

Profit brought forward 



1,309,158 

2,653,194 

830,385 

1,988,886 


TOTAL 

- 

3,962,352 

2,819,271 

IV. APPROPRIATIONS 

Transfers to statutory reserves 

Transfers to Properties Investment Reserve 

Balance carried over to Balance Sheet 


261,831 

0 

3,700,521 

166,077 

0 

2,653,194 

TOTAL 



3,962,352 

2,819,271 

Notes on Accounts 


17 

1 

1 

1 



Schedules referred to herein form an integral part of the Profit and Loss Account 
This is the Profit and Loss Account referred to in our report of even date. 

Sd/- 

S.S.MANI Sd/- Sd/- 

Partner S. VENKATACHALAM ROBERT EICHFELD 

fortuid on behalf of '^'ce President Chief Executive Officer—India 

FRASER A ROSS 
Chattered Accountants 

nace; BOMBAY 
Date: 7th August I99S 


Ajtgiut 5.I2.1995 
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CmBMKO' 

(Incorporated with Limited Liability in USA.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 


Rs 000 

As on 31 3 95 
Rs 000 

As on 31 3.94 

Rs 000 

SCHEDULE 1—CAPITAL 




CAPITAL 




Amount of deposit kept with RBI 
under Section 11(2) of the Banking 

Regulation Act, 1949 
(see schedule 17—note G) 


1,580,000 

970,000 

TOTAL 


1,580,000 

970,000 

SCHEDULE 2—RESERVES & SURPLUS 




I. Statutory Reserves 




Opening Balance 

Additions during the year 

843,764 

261,831 

1,105,595 

677,687 

166,077 

843,764 

II. Citibank Cards Reserve 


67,500 

67;500 

m. Furniture & Equipment Reserve 

t 

15,722 

V 

15,722 

IV. Properties Investment Reserve 
(see schedule 17—note B) 




Opening Balance 

Additions dunng the year 

Ddducuons dunng the year 

619,431 

NIL 

NIL 


619,’431 

NIL 

NIL 



619,431 

619,431 

V. Revaluation Reserve 
' (see schedule 17—not6A(v)) 


652,245 

686,574 

VI. Balance ir Profit and Loss Account 


3,700,521 

** 2,653,194 

TOTAL 


6,161,014 

4,886,185 
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SCHEDULE 3~DEPOSITS 


A. I. Demand Deposits 

i) Prom banks 

ii) Pnxn others 

n. Savings Bank Deposits 
HI. Tenn Deposits 

i) From banks 

ii) From others 


TOTAL 

B. i) Dq)osits of branches in India 
SCHEDULE 4—BORROWINGS 
I. Borrowings in India 

i) Res^e Bank of India 

ii) Otho-banks 

iii) OthN’ institutions and agencies 


n. Borrowings outside India 
TOTAL 


Secured borrowings included in I ft II above 

































crnBAN<v 

(Incorporated with UmitedUability in USA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 


Rs.OOO 



SCHEDULE 5-OTHER LIABHITIES 
AND PROVISIONS 
(see schedule 17—note C) 

l. Bills payaUe 

n. inter-pflice adjustments (net) 

m. Inteiest accrued 

IV. Others (including provisions) 

TOTAL 

SCHEDULE 5-CASH AND BALANCES 
WITH RESERVE BANK OF INDIA 

I. Oud) in hand (including fuvign cunency notes) 

n. Balances with Reserve Bank of India 

i) in Current Account 

ii) in Other Accounts 


TOTAL 

SCHEDULE 7—BALANCES WITH BANKS 
AND MONEY AT CALL AND SHORT NOTICE 
L InhidiB 

i) Balances with banks 

a) in Current Accounts 

b) in Other Deposit Accounts 


ii) Money at call and short notice 

a) With banks 

b) With other institutions 


. TOTAL 

n. Outside India 

i) in Current Accmint 

ii) in Other Deposit Accounts 

iii) Money at c^l and short notice 

TOTAL 

GRAND TOTAL 



2,021,871 

NIL 


178,395 

769,081 

NIL 




As on 31.3.95 
Rs.000 

As on 31.3.94 
Rs.000 

931,731 

(532,092) 

767,763 

2,199,673 

# 

726,408 

NIL 

905,022 

2320,841 

3,367,075 

3,852371 

•f 

98,472 

106,745 

i 

6,489,633 

NIL 

9,795,341 

6,489,633 

9,893,813 

6396378 


1,611,784 

NIL 

2,021,871 

1,611,784 


NIL 

NIL 

NIL 

NIL 

2,021,871 

1,611.784 



947,476 


2,969,347 


163*347 

1.626.76S 

NIL 


1,790,612 


3,402,396 
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CmBMKO 

(Incorporated with Limited Ltability in U S A ) 


sTchedules forming part of the accounts of the 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH31,1995 




As on 31.3.95 

As on 31 3 94 


Rs.000 

Rs.000 

Rs.000 

SCHEDULER-INVESTMENTS 
(see schedule 17—note A (iv)) 

I. Investments in bdia in t^ng securides 

i) Government securities 

ii) Otho' i^^ved securities 
tii)Debentur6s snd Bonds 

14,567,234 

322,430 

8,710,176 

23,599,840 

17,756,802 

1,512,287 

12,093,166 

Investment securities 

i) Shares 

ii) Units 

a) Initial ContribuUon - im 

b) Other units 


58,062 

100 

438,000 

16,388 

100 

203,534 

iii) Others (see schedule 17—note H) 


438,100 

1,218,471 

203,634 

393,525 

TOTAL 


25,314,473 

31,975,802 

SCHEDULE R-ADVANCES 
(see schedule 17—note A (iii)) 

A. i) Bills purchased and discounted 

ii) Cash oedits, overdrafts and loans repayable 
on demand 

iii) Tam loans 


1,964.996 

12,393,118 

13,554,844 

1,637,391 

9,641,718 

11,297.122 

TOTAL 


27,912,958 

22,576,231 

B. i) Secured by tangible assets 

ii) Covered Bank/Govemment Guarantees 

iii) Unsecured 


15,934,995 

133,772 

11,844,191 

10,818,414 

205,106 

11,552,711 

TOTAL 


27.9l'2.958 

22,576,231 

CL Advance;, in India 

i) Priority Sectors 

ii) Public Sector 

iu) Banks 

iv) Otiiers 


5,393,600 

169,093 

0 

22,350,265 

2560.562 

2,148,061 

9 

18,167,599 

TOTAL 


27,912,958 

22,576,231 

n. Advances Outside India, 

i) Due from banks 

ii) Due firom others 

a) Bills purchased and discounted 

b) SyndKated loans 

c) Otbns 


NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

TOTAL 


NIL 

NIL 

GRAND TOTAL (C,I A ID 


27,912,958 

22.576.231 



CmBAN<9f 

(Incoqjonued with Limited Liability in U.SA.) 


SCHEDULF^ FORMING PART OF TIffi ACa)l}NTS OF THE 

INDUN BRANCHES FOR THE YEAR ENDED MARCH31,1995 


Ason3I.3.9S 

As on 31.3.94 


Rs.000 

Rs.000 

SCHEDULE 1(V-FD[ED ASSETS 
(see schedule 17—note A (v)) 

I. Premises 


# 

At cost as on 1 April 

111.103 

97,470 

Additions during the year 


13.633 

Deductions during the year 

(77) 

NIL 

Depreciation to date 

(25.165) 

(20.480) 


94.229 


Add: Premises Revaluation 

652.245 

686.574 

TOTAL 


777,197 

II. Other Fixed Assets (including furniture and fixtures) 



At cost as on 1 April 

947.505 

775.211 

Additions during the year 

312.938 

191.699 

Deductions during the year 

(34.656) 

(19.405) 

Depreciation to date 

(499.995) 

(388.089) 

, 1 1 

TOTAL 

725.792 


GRAND TOTAL 

1.472.266 

1.336.613 

SCHEDULE 11—OTHER ASSETS 
(see schedule 17—note C) 

I. Due from Head Office 

NIL 

3.156 

11. Inter Office adjustments (Net) 

42.869 

469.859 

III. Interest accrued 

758.488 

97U12 

IV. Stationery and stamps 

32 

21 

V. Others 

5.947.183 

6.510.738 

TOTAL 

6.748.572. 

7,955.286 

SCHEDULE 12-CONTlNGENT LIABILITIES 

I. Qaims against the bank not acknowledged as debts (see schedule 17 < 0016 1) 

2.4H036 

661450 

II. Liability for partly paid investments 

NIL 

NIL 

m. Liability on account of outstanding forwaixi exchange contracts 

IV. Guarantees given on behalf of constituents 

104.759.446 

86.81A221 

a) In India 

3.105.929 

332494. 

b) Outside India 

853,083 

390,181 

V. Acceptances, endorsements and other obligations 

3.741,957 

* 2.990496 

VI. Other items 

249,200 

348.700 

TOTAL 

..-.- „ 

115.143,651 

94.498442 
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crncMAxe 

(Incorporated widt Limited UabiUty in U.SA.) 


SCHEDCJLES FORMING PART OF THE ACCX)l}NTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH31,1995 



SCHEDULE 13~INTEREST EARNED 
I. Inlerest/discount on advances/bills 

H Inccmie on investments 

(0. Intoest on balances with Reserve Bank qf India 
and other inter-bank funds 
IV Others 

TOTAL 


SCHEDULE 14—OTHER INCOME 
I. Commission, exchange and brokoage 

n. Profit on sale of investments 

nL Profit/ifLass) on exchange transactions 

rV. Miscellaneous Income 

TOTAL 


SCHEDULE 15—INTEREST EXPENDED 

l. Interest on deposits 

E Interest on Reserve Bank of India/intO’-bank borrowings 

m. Others 

TOTAL 


As on 31.3.95 
Rs.000 

As on 31.3.94 
Rs.000 

3,751,006 

3,359,239 

3,521,827 

3,268,056 

495.097 

9,923 

436,136 

7,460 

7,615,265 

7^33,479 

1,514,979 

68,154 

(82,096) 

300 

1,130,675 

602,947 

316,242 

805 

1,501,337 

2,050,669 


3.546.100 



3,808,734 


3,465,776 

381,236 

143,144 


3,990.156 


SCHEDULE 16-OPERATlNQ EXPENSES 
L Pigments to and provisions for employees 

E Rent, taxes and lighting 

m. Printing and stationery 

IV. Advertiseinent and publicity 

V. l3epraciati(» on ba^’s property 

VL Lo^ advisory board members fees, allowances and expeioes 

VE Auditon’ fees and exprases 

Vm. Lawcharges 

DC Postage, Telegrams, Telephones, etc. 

X. Repairs and maintenance 

XL Inwrance 

XE Odierexpendihiie 

TOTAL 


424,583 

197,265 

133,853 

83.158 

120,708 

735 

2,000 

18,744 

162,204 

110,806 

92,350 

1,109.839 


2.456,245 


454,903 

134,193 

79,994 

61,717 

91,926 

770 

1,500 

10,521 

158,466 

113,565 

60,739 

1,464,098 


2,632,392 
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CmBAN<0' 

(Incorporated with Limted Liability in U.SA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS (Hr THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 

SCHEDULE 17 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 

A STATEMENT OF ACCOUNTING POLICIES 

i BASIS OF PRESENTATION 

The financial statements have been prepared on the historical cost basis in accordance with generally accepted 
accounting principles and conform to the statutory requirements prescribed under the Banking Regulation 
Act, 1949. 

ii FOREIGN CURRENCY TRANSLATION 

Assets and liabilities in foreign currencies are translated at year end rates of exchange. Revenues and expenses 
have been translated at rates prevailing on the transaction date. Foreign exchange trading positions including 
spot and forward contracts are valued monthly at prevailing market rates and the resulting gains and losses are 
included in foreign exchange revenue. 

iii CREDIT LOSSES 

I 

The Bank has a consistent internal policy of classifying its commercial and consumer loans and advances and 
full provision for credit losses and writeoffs, have been made to satisfy the Prudential accounting norms (xescribed 
by tlie Reserve Bank of India for asset classification and for income recognition. < 

iv SECURITIES 

The Bank has been consistently classifying its secufides portfolio into permanent (investment) and cunent (trading). 
Permanent investments are valued at cost and the premium paid in excess of the face value ammortised to maturity. 
Current in vestments are valued at the lower of cost and market value in aggregate for each category in compliance 
with the Reserve Bank of India requirements. Treasury bills. Commercial paper and Floating rate notes are valued 
at carrying cost. 

V PREMISES AND EQUIPMENT 

Premises and equipment are stated at cost/valuation less accumulated depreciation. Depreciation is computed 
on written down value method (other than certain assets in staff quarters for which depreciation is computed 
on straight line method) with reference to the estimated useful life of the asset. During the previous year certain 
premises belonging to the Bank in India were revalued by an approved valuer as at March 31,1994 and the 
increment in value amounting to Rs. 686,574,000 was brought into the books of account and crated to 
Properties revaluation reserve. The depreciation on the incremental value amounting to Rs. 3,432,900 im been 
charged to Property revaluation reserve. 

Vi STAFF BENEHTS 

The Bank has fully funded contributions to the Pension Fund and Superannuation beneflts for its empitfyees 
with the Life Insurance Corporation of India. * 

vii INCOME RECOGNITION 

The Bank follows a procedure of income recognition which satisfy the norms prescribed by the Reserve Bank 
of India. 
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SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH31,1995 


SCHEDULE 17 (contd.) 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 

viii NET PROFITS 

The net income disclosed in the Profit and Loss Account is after' 

—^accounting for credit losses 
—provision for interest tax and income tax 
—other usual or necessary provisions 
—valuation adjustments in respect of securities 

—charge for Head Office aid Administrative expenses for the year as advised by the Head Office. 

B The Bank has retained in the “Properties Investment Reserve" as at March 31, 1995 Rs. 619,430,700 
(1994; Rs. 619,430.7(X}) as per the Reserve Bank of India’s guidelines 

C Odier Accounts under the head “Other Liabilities” and "Other Assets” include amounts pending transfer to 
appropriate accounts. Other assets include amounts deposited with SIDBI for meeting Ihnonty Sector lending 
limits, under the head “others”. 

D Bills received from constituents for collection on their behalf are controlled through memorandum registers and 

are recorded in financial ledgns only when collected. These bills for collection outstanding as at the year end 
have been stated in the Balance Sheet 

B Profit on sale of investments is net of adjustment fot valuation. 


F The Bank has discontinued die Portfolio Management scheme in August 1992. 




CmBAN<0* 

(Incorporated with Umited Liability in U.SA) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH31,199S 

SCHEDULE 17 fcoRfti; 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1995 

G The Bank has lodged addiuonal securities with the Reserve Bank of India u/s 11(2) amounting to Rs. 610.0(X),0(X) 

and includes an amount of Rs. 400.000.000 lodged subsequent to the close of business as of Mardi 31,199S. 

H Other investments include Pass Thru Ceitificates Rs. 1,031.500,300 (1994 • Rs. 157,469,839). 

I Claims against the bank not acknowledged as debts includes certain claims now pending before the Indian Courts. 

J Pnor year figures have been regrouped and reclassified wherever necessary. 

K The Indian Branches ofthe Bank as at March 31,1995 are at 

Bombay (Fort and Nanman Point); Calcutta (Chowringhee and Braboume Road); 

New Delhi (Jeevan Bharti) and Madras (Anna Salai). 


SIGNATURES TO SCHEDULES I TO 17 
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S.S.MANI 

Partner 

for and on behalf of 
FRASER & ROSS 
Quatered Accountants 


Sdf- Sd/- 

S. VENKATACHALAM ROBERT EICHFELD 

Vice President Chief Executive (MBoer—India 


Place. BOMBAY 
Dale: 7th August 1995 


C/nSMMCO* 

(Incorporated with Limited LiabiUty in U.SA.) 


AUDITORS’ REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES 
OF CITIBANK, N.A. UNDER SECTION 30 OF 
THE BANKING REGULATION ACT, 1949 


We have audited the attached Balance Sheet of the Indian Branches of Citibank, N.A. (incorporated with Limited 
Liability in the U.S.A.) as at March 31, 199S and the relative Profit and Loss Account of the Indian Branches 
of the Bank for the year ended on that date signed by us under reference to this report. 

In accordance with die provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of the sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, 
the Balance Sheet and Profit and Loss Account together with notes thereon, are not required to be and are not 
drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are, therefore, drawn up 
in conformity with Forms “A” and “B” of the Third Schedule to die Banking Regulation Act, 1949. 

1. We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purposes of our audit and have found them to be satisfactory. 

2. The transactions which have come to our notice have been, in our opinion, within the powers of the Indian 
Branches of the Bank. 

3. In our opinion, proper books of account as required by law have been kept by the Indian Branches of the 
Bank so far as appears from our examination of these books. 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt 
with by this report are in agreeinent with the books of account. 

5. In our opinion and to the best of our information and according to the explanations given to us, the Balance 
Sheet and Profit and Loss Account together with and subject to the notes thereon give the information required 
by the Companies Act, 1956, as amended in the manner so required for Banking Companies and on such 
basis the said Balance Sheet gives a true and fair view of affairs of the Indian Branches of the Bank as at 
March 31,1995 and the Profit and Loss Account gi ves a true and fair view of the Profit of the Indian Branches 
of the Bank for the year ended March 31, 1995. 


Sd/- 

S. S. MANl 
Partner 

ftv and on behalf of 

Place: Bombay FRASER & ROSS 

Dated; 7th August 1995 Chartered Accountants 


PERSPECTIVES 

Sociology of Law in India 

Postscripts and Prospects 

Vikash N Pandcv 
Akhilcshwar Pathak 

As UH lal (luiin>(/reprodui turn is not ajfet ted h\ any single social stratum 
in I solation dilfi ri nt stnita pini i\e soi nil forces difierently, depending 
on tin n loc anon in tin existnn; oidet and attempt to modify them 
f solution of law is pait of tins soc lal process The text of lavs is itself a 
iei;isn i of llu negotiations and is therefore a contested domain 


I HF I l^k ol 11111 . 1.1 soli iI ilI iiioms jnd 
Ictiisl itions 111 I iiiiilioil licld LoritiiiULS to 
be iinaddu sscd |l) IS 1974 BixiIVSb ind 
Dll IV in I9h;| Hilling 1 Ilw illliii extep 
lions (sulIi is(jii)ii 19X7 ind Aiiiin I9X7| 

siudiLs liiv.^ oiilv iiiLiiipicd lo i!i isp ihc 
iiiipiLl ol iIk itiodLiii Lg il svsIliii on tlio 
liidi insoiiLiv SoiiiL inicrLsiinusiiulK sh ivc 
(lied lo LapiuiL lliL soLiLlal fl ilIioiis 10 Ihc 
I iw iiul I iw LiiloiLiiii! ijilikils riiL point 
IiowlVli is who III ids lIlLst laws ’ I lie s| He 
Wh il lonsiiiiit s I St iiL a p irtiLul II social 
loiniitioii II so Ihc piocLsscsol lormilion 
ol I IW IIS inipiciiicnialion ind rcaclions 
cannot be discrete c vents in luiinan societies 
rills note IS I modest attempt to suggest 
an Liiici).ciii II line ol rclercncc lor a 
meaniiigliil di iloein inongst the sciiio 
loiiisis ol I iw \Vc hive done It through a 
thice I lycied II .unieiit ition first the 
Ironiicis ol iheoiciic il deb lies on law is 
a social piocess second a brief review of 
soeiology ol i iw w iih ic lereiu e lo India and 
third mveii the contemporary episic 
mologie li coiiiribuiions to the sociology ol 
law suggestions loi iiileitwining ol social 
relations ind law Andiheii with the example 
ol agrarian legist iiionsmliidi 1 wcconclude 
that ncwei cxplorilions iie made possible 
by the theories ol diseouise which require 
us to sec law as dispersed [Hiwer lelaiions 
structuration and societal discouise 
A starting point lor the student ol sociology 
could be the implicit assumptions/ 
construction ol society 11 a particular theory 
ol law The conventional theories of 
positivism and structural-lunctionalism are 
inherently tallacious on this count Their 
construct ol society is ultimately an 
assemblage of discrete autonomous and sell 
releieiiii il entities such is individuals and 
institutions iiid related norms rules and 
social cx|ieiicnees History of changes in 
such discrete compartments ire again an 
assemblage ol auioiioinous events w Inch arc 
at best intci ictions imongst the iciors and 
at the worst iiicidcniil and chancy 


To be specilic about law leg il svsiems 
are seen is luionomous and independent 
opeiaiitig with ihcir own set ol norms and 
rules F he genesis ol these norms and rules 
no doubt are seen in the scKicty in general 
However once a particular system ol law 
comes into existence, changes can only be 
brought about by external forces For 
example the indigenous legal system was 
changed by the Britishers m Indi 1 In this 
theoretical construct there is no inthro 
pological possibility ol change m law and 
legal system without moving out ol the sell- 
relcrential systems of law and society 
The lirsi contentious issue thcrcloic ’ is 
whether law is a system at all tor theorrsis 
to talk ol legal system All jurisprudential 
theorists do believe in systems However 
they use legal ‘system to describe dillerent 
things Han (1961), tor example sees the 
union ol pi unary and secondary rules at Ihc 
centre of the legal system Primary rules 
impose duties on human beings Secondary 
rules are rules about rules including rules 
which establish validity of rules and thereby 
a hierarchic structure ol tules (l(ule of 
recognition), rules for chai(ges in rules (rules 
ol change) and rules for enforcement of 
rules (rules ot adjudication) 

Thus according to Hart, law is a self- 
contained system This would mean rules 
refer lo other rules and their systematic 
interdependencedeteimines the legal system 
Thus, in Hart's formulation a legal system 
somehow gets established and becomes a 
structure of authorising relationships In such 
a schcma,the key role is given to the formal 
character of a legal system and a proper 
understanding of law should distinguish it 
from coercion and morality 
There are still questions about law to be 
answered Like why some rules are accepted, 
laws get changed some laws are followed 
while others are not Ihc same rules are 
interpreted ditlerenily by the courts, and the 
same rules acquire dillerent meanings with 
changing contexts Hart, instead of facing 


the sociological questions, responds by 
creating the distinction between 'the core of 
settled meaning and penumbra of doubt' 
to assert that legal terms have a central 
paradigm which makes their meanings non- 
controvcrsial 

The shortcomings of these theories are 
that they remain trapped in the self-erected 
domain ot law ' They are unable to explain 
not only dynamic social situations in 
developing countries but even normal events 
in the field of law itself Sir e law is 
constructed as an autonomous ^omain (with 
the reference frame of the state as sovereign 
and the courts as adjudicators), it may enjoy 
partial support in the developed world where 
courts are relatively insulated from day to 
day politics However in the Indian context, 
the delays in adjudication, the inability of 
certain classes to go to courts, the much 
publicised litigant nature of society and the 
power relations which deter/lacilitate access' 
to the judiciary require one to go beyond 
this domain 

Li OAJL PuiRALISM/Ll-r.AL AsmiROPOLTKiY 

L egal pluralists largely belonging to the 
group ot legal anthropologists have made 
moves in this direction The central question 
they address is what happens to the 
traditional legal system when the modem 
state legal system is imposed on it In the 
positivist tradition, it was assumed that the 
rising modern system would eventually 
subsume the traditional economy politics 
and legal systems (so very imminent in 
Rostow s stages ol development) But the 
legal theorists were confronted with a 
situation where the traditional system though 
encroached by the modem system, did not 
disappear Legal anthropologists addressed 
this question and their works are largely a 
reflection on the presumed co-existence of 
the two legal systems, that is, the modem 
and the traditional Both exist, but each gets 
modified in the interactive process' 

The march of colonialism along with the 
industrial revolution in western Europe and 
positivist ascendancy of new-liberalism 
initiated a complex interaction amongst 
other societies To govern, one must 
understand the subject and hence legal 
anthropology’s focus on native customs and 
law By the end ol the 19th century, the 
westerners and the natives had come into 
contact tor a long time and there was a 
process of modernisation of the tradition (as 
achieVfBment) and tratlitionalisation of 
modernity (as problems to be addressed by 
sociology of law) This problem has to be 
understood more through a sociological 
pnsm rather than with anthropological tools * 
The problems of legislating, implementation 
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ot law'>>jiKljiul systems, pjrtwhut foxt!ei 
working on and within the legal tianicwork 
<uid the rcMstance ot local/iraditional \ancty 
to the homogenising cticct ot modern law 
ic g decades old problem ot common civil 
code) led to enquiries into the interaction 
between the modern and the traditional law 
In addition to the duality ot customs as 
people s law, and the statutes as the law ot 
the state, the studies on colonial societies 
detailed out another set ot dilterence ot 
indigenous legal tradition (custom and 
shastric text) and alien Anglo-Roman 
(western-model n) legal tradition coloured 
by the colonial regime The colonial rulers 
tned to build a judicial system which was 
modern in lorm and incorporated the native 
needs For the later part they cle\ ated the 
textual law over customs through tcvival of 
the shastric scholarship It was in a way 
a continuation ot modern jurisprudence 
which IS textual On the other hand il was 
the only practical option Rcteriing to 
customaiy law instead ot shastric I iw 
would have meant the emergence ol literally 
hundreds ol dillcicnt systems ol customary 
law IDerreii IVOS 117| which was against 
the standardis iiion and homogenisation so 
verv esse nil il loi modern law This led to 
according to Rudolphs (I‘169) the creation 
ol a dual legil system the western .ind the 
indigenous The legal system still exhibits 
dittcrem layers ol cullural interaction and 
persistence namely the parochial 
brahinanic il and die national It was ikin to 
the pioccsses ot Sanskritisaiion and 
wcstiinis ition as their jural pinllcl In a 
somewhat moie im.igtn ilise summiis ol 
Ihisac idemic iridilioii C'l.ill iniei del ills the 
complexities invoiced in such du iliiics and 
how III m my ways it relates to (he 
coniempoiary living expciienecs ringing 
Iromsoci ilielalioiis and cultuial and political 
pioccsses And \ei miKicin I IW has the 
hegemonic position in this dualiis IDh ivan 
I9X‘7 Ixixl 

These studies III ide asicnilieant ids inte 
byiecognisingtlleinccil il ditcol isceiidiiicS 
ot miHlern I iw occi the indiecnous legal 
systems In addiiion I mg it (197 ^i invites 
oui attention tow uds the eSNelltlalls evolu 
(lonary process ot textual l.ivv itsell which 
incorporates liom tune lo tunc customary 
law indicating the ineeiuniyol iiiieipietation 
b\ shasiiic schol.iis \tiliesamctimc,modem 
law acquires an indigenous character which 
enables it to be perceived by the natives as 
Its own tradition However the relative 
positioning ol the modern and the traditional 
in inherenilv buidened with coiillicts The 
suggestion therealter emerges that law as 
a social process has to be responsive lo those 
It addresses Bv such liberal address, it 
acquires legalii v and legitimacy The process 
IS on .ind hence legal pluralism 
The point however is if the law in the 
native context was (and remains so in 


contemporary decades i an ihieraction 
bciwccti text and context, then the text is 
not a homogeneous entity and context is 
similarly not a Iro/cn society By this logic 
modemlaw which was brought tothecolomal 
lields could not h ive been a homogeneous 
one even at the level ol the text Because 
one modern law as a process ot interaction 
in the homecounti y Irom w here it is brought 
IS a discourse incorporating contrast and 
conllicts and second its implication tor the 
native society as a context cannot be even 
The native society as the recipient of an 
essenliallv tension ridden legal regime is 
again not a homogeneous entity It has its 
own tension ridden interaction between text 
and context its response to the colonial 
regime and attendant modern law cannot be 
even inotherwords it is a complex process 
ol multiple intciaclion amongst the native 
societies the text of modern law and the 
colonial regime To put it boldly there is 
no such thing ihcrclore as status-contract, 
tornial tnlormal iradition-modcm and great 
little These stand questioned by the argument 
ol the legal pluralists themselves (logically 
and not simply empirical derived ) that law 
IS not a sell rcicrcntial system but emerges 
Irom interactions m serial discourse ' 

J. VW AS Disc Ol RSb 

Legal piuialism < riiiqucd positivism, by 
mainiaimng ihii rules emerge Irom the 
iniciacium ol cultures The view never¬ 
theless accepted that rules decide concrete 
cases CrilieuI legil studies took it further 
bv positing ih a law is enmeshed in power 
rclaiions and meqinliiy in society Thus, the 
application ol law is eoniradiclory and 
inconsistent largely governed by the politics 
ol ruling However, against the over 
conic xlualisation ot law the critical legal 
studies. It must be noticed (hat law, once 
lormed atfects social relations Thus law, 
despite Its enmeshing in power relations, is 
rd uivciy auionumous, relative because in 
ilic'processolmodulatingtbcsocial relations, 
law itscll undergoes a change 

The relative autonomy ol law, therefore, 
rc establishes the importance ot the legal 
text which provides a special meaning and 
cticct However the text, a rctlection of 
power inequality and resistance in society, 

IS a Lontesicd domain The law is read and 
enlivened by the social actors in the reference 
Irame of their contexts It would imply that 
all texts are unstable in their meaning 
IDeridda 1976), or the meaning of the text 
vanes with the relevant 'community of 
interpretations [Fish 1980] II a'l texts are 
burdened with the possibility ot nit^ltiple 
interpretations, then wh« provides aufhon- 
tative interpretations of law‘> Interpretaiiou , 
are supplied by the context (Foucault's micro 
politics and power as dispersed relation), 
and these are ItKkcd in the hegemonic process 


lo establish themsevtes ik the auihonudve 
one The process of authontative inter¬ 
pretation nccessanly involving the strategy 
ot conceptual neatness, appeal to shared 
values, homogemsirnon anduni versalisaiion 
In other words, 'legitimate' legal inter- 
preiations (of the text and the application, 
both)areonly'mterested'articulations Thus, 
law IS a social discourse 
This conceptualisation of law is related to 
the iheones of discourse which are based on 
the premise that society is adynamic interplay 
between social action and social formations 
(discursive structuralism) There is a 
connection between the daily practice ot 
social actors and the larger structures These 
structures are a set of inevitability in which 
social actors find themselves, resist, change 
and therefore, reconstitute Thus, social 
structures are created by the social actors 
over a period of time by reproducing meaning 
with the impnnt of power Like social 
structure, law is both the pre-condition and 
result of social practices “Constraining and 
enabling the human agency, the law compose 
generative rules and relationships that social 
actors use strategically to make their way 
in the world” [Giddens as read by Scheppele 
1994 399] 

Let us take the example of land legislations 
in India’ to highlight the above outlined 
theoretical transition in the sociology of law 
The early studies on law and social change 
during the colonial rule in India were 
dependent on the modernisation framework 
and Sit Henry Main s 'status to contract’ 
(Mam 1861 165] It was argued that 'the 
introduction of rational system and private 
property was accompanied by intensive 
codification and differentiation of legal 
norms, establishment ol modem judicial 
administration [Singh 1978 145-46] 
Seme studies (such as Jam I972| sketch the 
chronological details of the courts and 
judicature in British India 
A shift came with the studies on land 
reforms and peasant movements These 
studies led to a re-examination of colonial 
policy and agrarian legislations and their 
ellect on social structure, diflcr^tiation 
within the peasantry, contradictions and 
resultant peasant movements Enc Stokes 
(1959) traced the pnncipal ideologies behind 
different property legislations Ranajit Guha 
analysed the role of ideologies in shaping 
the policy of permanent settlement and 
concluded that “the recognition of property 
as a basic pnnciple ot government was the 
common measure" [Guha 1963 I8[ 
Ravinder Kumar (1968) studied the impact 
of ryotwan settlement in Maharashtra He 
analysed the changed contours ot land 
legislations in a particular social stnicturc 
,.and Its effect on different classes 

io an important work. Neale (1962) 
anidytod the land tenures in United Provinces 
as creates and modified by a century and 


hdll ot ihc Bndsh rule Fur him, the gaps 
between law and reality were not due to 
bad legal Iramework ol tenure but because 
«l the nature ol the Indian society itsell Raj 
(l%5and I978)has analysed the background 
ol various agrarian legislations in UPstarling 
Irom the British annex ition ol Awadh in 
1856 and its cttect on various strata ot 
peasantry Mctcall (1979) maintained that 
thecolunialsi ite s Inst pi lorily was political 
stability tor economic bcnetit and thus, the 
accommodation ol the talugdars' through 
the laluqdari Sctticmcnl This led to 
■ «istince liom subordinate /amindars and 
tKs to the amendini nts to grade the property 
ill land according to the strength ot the 
claimants Another study analysing the rela 
tionship between the I mdlords and the British 
administration has shown that the Oudh 
Policy was constantly modilied under pres 
suieol increased dtscontcnl (Reeves I961| 
Eli/abeth Whitcoiiibe (1971) noticed that 
the modernisation ol the law meant an 
incicase in ludicial tacililics But the legal 
contusion (increased litigations Iraud and 
the social disrujition) prevalent at the end 
ol I9lhcentuiy was caused by one ground 
realities in the rural aieas and two 
overlappingjurisdic lions ol courts technical 
complications ol law and the relative 
impersonality ol the modem courts 
The above survey ol Ihc studies demon 
strales that the emphasis has been on the 
impact ol .igraiian legislations on the socio 
, economic development and vice versa It is 
argued that the British luleis intiucnced by 
utihiai lanism (though paitly debated by Guha 
1963) initialed i process ot change from 
status to contract h\ leinoving obstacles 
to Ihc tree market (modern legal system) 
Another interpretation ol the s.ime prcKcss 
has been that the inlioduciton ol private 
property has had a direct bearing on India s 
underdevelopment Thus the operative legal 
norms are generally deiivcd Irom textual 
analysis and then incoiporaied into the 
contextual description as impacting on 
general socio economic labric There exists 
a gap in the analysis ol propeity laws and 
agrarian tel nions as a scKial process with 
due emphasis on the dynamic inter link 
between the law in the books ,ind the law 
inaction fDas 1974 369-73J Secondly,the 
legal texts have not been analysed in terms 
ol contested teriains Third the discourse 
between conn sled text and social context ts 
largely missing This has perpetuated a notion 
ot cnlorccmeni ol a modern/bourgeois 
property law m a traditional social structure 
For us this IS only one reading ol the text 
and the context 1 he possibiitty ol conflicts 
imply multiple readings and usage ol the 
tluid text in a changing context This calls 
fur the analysis of agrarian legislations and 
relations afresh 

An attempt m this direction in analysing 
the evolution ol colonial property law and 


$ “ ■■ 

agrarian relations in ImHa has been frutthil' 
With Bntish rule, a new set of propeity laws 
were devised and continuously modified 
The property laws had more than one set of 
legal norms and thus, left room for ambiguity 
and manipulations The contested texts were 
both product and cause resulting in fluid 
operational norms 

The process of evolution ol law through 
legal disputes and related social changes led 
to original < ategories and codes being 
redelmed into a ditterent set ot legal norms 
When codified laws as enacted resulted in 
altering the existing property arrangements. 


new varieU» of agrarian cunihas 
These actual conflicts were more 'wide- 
ranging than perceived in law-making pre¬ 
emptions The contending parties, fighting 
for thetr claims tried to register their nghis 
or claims in the new legal format through 
thecourts At the time, thejudicial authonties 
had to interpret the existing sections of 
particular law in terms ol the real situation 
of conflicts 

This two-way process led to an interaction 
between existing relations and imposed 
relations where (a) the codes and norms of 
agrarian property were redefined in terms 
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catc{!(>ricNor(hcclaiinani.s.Thus,lhcagrarian 
legi^ladon.s rcprcsenicil the culmination of 
compromises and failed to elaborate bour¬ 
geois notion of private properly (much 
accepted and perpetuated in historical and 
sociological studies). The laws. thus, proved 
to be janns-laccd with a pieiension of 
bourgeois property jPaiulcy IVK'Jj 
As social change/reproduction is not 
effected by any single social siiaiuin in 
isolation, diiferent strata perceive social 
forces ditfcrenily. depending upon their 
location in the esisting order, and attempt 
to modify them Evolution ol law is a part 
of this social process, i e, .structuration The 
'text' of law it.self is a rcgi.stcr of these 
negotiations, and therefore a contested 
domain. This is in addition to the discourses 
out of the (ext (the actual woiking ol the 
law) Therclore, the analysis of the text and 
Its working are enmeshed in the sociological 
set of legal relations.” Das had called our 
attention to this sociological agenda of 
re.scarch on law 20 years ago. Baxi re¬ 
emphasised the need ni remove this pvrvcrty. 
The above summary rearticulates the gap 
and the desire to make sociology ol law 
.sociological. 

Notes 

J Any unUerstanJing uf social piucesscs is pai- 
liculur to a production relation, as the unit of 
analysis And ycl ii is universal in theoretical 
rc-conslruclion on ihe basis ol basic ontolog¬ 
ical preiiiiscs ahoiii the human beings, rcla- 
tiuiishipsund social rcllcxivily Thus, the basic 
slogan ol posi-niodeinily dchalc. which calls 
for ahaiiduniiicnl ol grand theories that thrive 
on inodcrnity's impulse ol homogenisation 
,ind univciNulisation. is 'Hunk globally. Act 
liK'ally’' 

2 Altcinpis to salvage the inip.isse. by theorists 
like liworkin, look it out ol the morass of 
positivism only to run into another normative 
blind alley (Oou/inas el al l<MI] Another 
tradition of law is the 'aiilopoetic system' 
propaguied by Luhnian |King I9<>.X| At one 
level. It IS an advanced version ot structural 
runelionalist theoretic Luhman de.scribes law. 
for that inattcr any tield like politics, eco- 
nuiiiics. etc. 10 he a .sell-relerential domain. 
Law can exprc.ss il.self only in us own lan¬ 
guage (‘or example, only when the agrarian 
relations po.se themselves as legal problem.s 
do they enter the domain of law. Though 
burdened with Ihe dangers of a.sociological 
textuahsution ol law. the pers|Vctiye cannot 
be trivialiscd. Hecaiise ol its coriection of 
over-socialised explanalioii of critical legal 
studies, il provides lunclional guidelines fur 
iniegraiing the domain uf legal text as rela¬ 
tively aulunoiiious from social relations 
.1 This was because anthropology was roon-d in 
unilersianding the other cultures, the Iraditiim- 
al siK'ieties were in majority the mu|or sites 
uf llcldwock. In the prneess, it looked buck 
at the legal positivism of Hurt and v|uesiii^fi;d 
it by-another set ofeonsiruets eonniKmly known 


sciotiS and subconscious rhetive remain sim¬ 
itar - how to govern better. 

5 The tradition of formal-infonnat law has been 
severely critici.scd m the pages of Jmmul of 
hiw and SotielY. Vol 20. 199.^. 

6 In Gramscian moments, particular social for¬ 
mation and IIS leprcsenitttive state, and for 
posi-niodernisin ilie modernity. 

7 It IS a known t,ici that the colonial regime 
inilialed modem land legislations in Ihe Indian 
sub-conimenl. However, it is equally impor¬ 
tant to emphasise that almost every decade of 
colonial rule had wiinesscdenactments, amend- 
iiK-nts. peasandinbal uprisings, negotiations 
and further enactments/ainendments The 
process continues till dale, if we carry the 
arguments to posi-independence era. 

8 We undertook ihe study of agrarian iegislaiion 
in colonial Awadh (1856-1920). The study 
focused on ihe following questions: (i) The 
nature of pnipeny laws os a set of theoretical 
pronounced prescriptions, internal coherence 
and coniradictions by de-ponslructing the text, 
(ii) the actual working of the laws through an 
analysis of court cases - (a) a reconsiructidh 
ol the relations in ihc line of new hcgeinonic 
slrategics: and (bl alterulions of the hegemonic 
siralegies in ihe line of social relations: and 
(III) the emerging legal nonns; categories and 
relations (Pandey 1985). 

9 Cunceptuulisalion of logic and structure of this 
operative legal norms is possible through actual 
dispute cases which an: brought forward by 
various parlicipanis Kelative success and 
failures of cerl.uii classes to register their rights 
or claims, would also reveal the protection 
oflered to cerium miercst (and rejected to 
others) disclosing the logic of legal frame¬ 
work Thereby we can also discern hisloncal 
loundaiions ol ihe nature of agrarian uprisings. 
This m turn, iniluied Ihe changes in legisla¬ 
tions and the a'siillant formulations of legal 
norms through cnjcimenis. mierprclations and 
litigations 
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REVIEWS 


Pakistan’s Courts and Democracy 

A G Noorani 


Judging the State: Courts and Constitutional Politics in Pakistan hy Paula 
R Ncwbcrg, Cambridge University Piess Cambridge UK IW5. distributed in 
India by Foundation Books. Delhi, t ^5 


FOR reasons haul lo undersiand, while the 
superior counsinPakisiansilelndianjuditial 
precedents the Supreme Courl of India does 
not rctu m the compi i ment w itli the exception 
ol the Bommai case Iasi year Indian 
impressions of the perlormanie of courts in 
Pakistan tend to be negative without 
qualification Considering how the Supreme 
Counof India collapsed morally in the habeas 
corpus case in 1976, during the Emergency 
and one ol ils high-profile judges - P N 
Bhagwali, the darling ol the ignorant section 
ol the Lcll - wrote an abject Idler ol 
congratulations to Indira Gandhi, no sooner 
she iclurncd to power in January 1980, no 
Indian ought to sneer at judges in Pakistan 
who have laced repression and dictatorship 
tor worse than ihe Emergency in India 

Paula Newberg’s superb book should 
provide the corrective She records all Ihe 
surrenders and betrayals as well as instances 
of courage It she had done no more than 
simply provide a resume ol the great cases, 
trom Mdulvi Tamizuddin Khan’s in 19S1 
to Nawaz Shanf s in 199’J, she would have 
put students ol Pakistan s political and 
constitutional system in her debt She has. 
however, related each case to its political 
setting and provided her own interpretation 
The reader may or may not agree with her 
But the references are specific and one can 
consult the case for onesel I No one landmark 
IS omitted 

The scope and object ol the work are best 
stated in the author’s own words ’This 
study explores relationships between state 
and civil society through the medium of the 
supenor judiciary It shows how, over the 
course ol almost live decades, the courts 
have influenced the development ot its 
constitutions and the structure ut ihe stale 
Byexaminingjudicialdecisions.particul irly 
at times ot political crisis, it isolates 
discussions about concepts ot constitutional 
rule between Ihe judiciary and other 
institutions and looks at the way tensions 
within the judiciary and bciwcen courts and 
other slate insitiuiions h.ive alfceted the 
w.i\s that political scicicty secs iiselt And 
linally.ilexplores iheconscquencesol these 
debates lor the lormal organisation ot 
toohticai power 

' 'Ihc book h.is neither heroes nor cillains. 
I^ltiough some sc ill seem lo omeige It 
chflKudes the ways the state s li is bee ii s ie\c sd 


byoncof ilsown institutions and the intricate 
ways that sitting in judgment has altcctcd 
courts and constitutions and siaic and 
society" 

The theme is well developed The moral 
dilemma lacing the judges is clearly spelt 
out There are some flaws and blemishes, 
in style and substance At some places the 
langu.ige IS ciiher sweeping or imprecise and 
vague It IS surely wrong to assert that 
thiough the I9^IK when there was no 
Constiiulion Hclorc the Constitution ol 
19^6 ovctlurncd by Ihe coup o( 1958, 
Pakisi m did have a Constiiulion, as India 
had IromAugusilS 1947 lo January 25 1950 
- the Government ot India Act, 1935, as 
adapted h) each country 

No one who has read Jtnnah’s speeches 
will agree with Ihe author that “his vision 
tor a democratic Pakistan had been a largely 
lormalistic one” A scholarly work should 
quote his famous speech at the inaugural 
meeting of the Constituent Assembly on 
August II, 1947 instead of refernng to 
Mohammed All’s invocation in 1954 ot the 
"rhythms of Jinnah’s plea for non- 
sectarianism in the first Constituent 
Assembly" and quoting his quaint para¬ 
phrasing of that speech 

Also. It IS wrong to say that under the 1956 
Constitution the president’s "executive 
powers outreached those of the elected pnme 
minister’ As a matter of fact. Clauses (6) 
and (7) of Article 37 made the tabinet’s 
advice to the president, through the PM, 
binding on Ihe president in terms more 
ex plicit than those in the Indian Constitution 
enacted in 1949 Not till the 42nd 
Amendment, enacted in 1976 dunng the 
Emergency, did the Indian Constitution so 
explicitly bind the president as did the 
Constitution ot Pakistan in 1956 Missing 
in Ihe Indian Constitution still is Ihe explicit 
injunction in the 1956and 1973Constitutions 
of Pakistan that the PM may not be dismissed 
without a vote of nu-confidence by the 
National Assembly 

What has emerged today in Pakistan is an 
activist judiciary By 1993, “almost every 
major political issue in the country found 
Its way to the courts” But the Supreme 
Court went through a lot betore reaching the 
picscni M.itc It twice validated a military 
coup in 1958 by Ayub Khan and in 1977 
hy ZiJ ul-Haq In between in 1972 it had 


rejected the 1958 ruling and held that Yahya 
Khan s coup in 1969 was illegal, only to 
cave in in 1977 "Their judgments have 
olien supported the government ot the day. 
presumably to retain a degree ol future 
insliliiiional autonomy " 

In Maulvi Tamizuddin Khan's case the 
Supreme Court ol Pakistan upheld the 
dissolution of the Constituent Assembly in 
1954 by the governor-general, Ghulam 
Mohammed, on mani festly political grounds 
- which chief justice M Munir did not try 
to conceal - over the vigorous dissent of 
justice A R Cornelius KennetK Diplock, 
QC, later a distinguished law lord appeared 
lor th'e GG He was aided by Ivor Jennings 
who never forgave India for not soliciting 
his legal assistance as Ceylon, Nepal and 
Pakistan had done It Diplock’s argu¬ 
ment, which Munir readily lapfied up, was 
nghi, the Indian Constitution is ‘illegal’ 
because it did not receive the assent of 
Ihe governor-general Rajaji. but only of 
the president ot the Constituent Assembly, 
Rajendra Prasad 

Munir was even rude to the Sind High 
Court, which had ruled to the contrary, saying 
that the Supreme Court could denve no 
assistance trom its judgment In 1958, in 
Dosso’s case, he validated the military 
coup ’A victorious revolution or a 
successtui coup d'etat is an internationally 
recognised legal method of changing a 
Constitution ’’ The court based itsjudgments 
on a theory propounded by the junst Hans 
Kelson in his work General Theory of Law 
and State (1945) 

This ruling was reversed by the court in 
April 1972 in Asma Jtlani’s case when it 
held that “looked at either from theConstitu- 
tional point of view or the Martial Law point 
of view, whatever was done in March 1956, 
either by Field Marshal Mohammad Ayub 
Khan or General Agha Mohammad Yahya 
Khan, was entirely without any legal 
foundation" The court observed that 
Kelsen’s view was not universally accepted 
as a theory Sbll less could it so^e as a 
foundation for a legal judgment It was a 
theory of the law, not the law itself 
In Nusrat Bhutto’s case (1977) the court 
validated Zia's coup But while chief justice 
Munir accepted the Ayub take-over simply 
as a/airaccomp/i,chiefjustice Anwarul Haq 
accepted the Zia take-over approvingly while 
formally rejecting the Dosso ruling. 

His political predilections were obvious 
“There was thus a senous political ensis in 
the country leading lo a breakdown of the 
constitutional machinery tnsofar as the 
executive and the legislative organs of the 
slate were concerned A situation had, 
therefore, arisen tor which the Constitution ■ 
provided no solution " Hence’ the army's 
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almost all the sections ot the people" 
Anwarui Haq loathed Bhutto and publicly 
attacked his rule in a speech delivered on 
September 24,1977, an impropriety which 
should have debarred him Irom hearing the 
above case as well as Bhutto’s appeal against 
conviction ot murder 
The chief justice tned to preserve some 
remnants of the rule ot law in a dictatorship 
The Supreme Court’s judgment was 
delivered on November 19 1977 By then 
the general had gone back on his promise 
to hold elections on October 18 and 
postponed them indefinitely The judgment 
recorded "Atter seeking instructions Irom 
his client, Mr A K Brohj has informed the 
court that the Chief Martial Law 
Administrator intends to hold election as 
soon as the process ol the accountability ot 
the holders ol public offices is completed 
and the lime factor depends upon the speed 
with which these cases are disposed of by 
the civil courts concerned 

The learned Atiorney General has stated 
at the bar that in his opinion about six 
months is needed tor this puiposc and 
ihcreaflcr it will be possible lo hold the 
elections within two months 
The assurance was s lolated lo no one s 
surpiise I he court did envisage such a 


as a Muslim League leader in UP before 
partilion and M R Kayani who spoke out 
courageously, as did in the 1980s, justices 
like Dorab Patel, Fakhruddin Ebrahim 
who once practised in the Bombay High 
Court, and Mir Khuda Baksh Marn They 
remained true to their oath ot ottice 
Lawyers like A K Brohi, a shining light 
of both the Congress for Cultural Freedom 
and the International Commission ot 
Jurists, and Sharifuddin Pirzada supported 
every military dictator There were those 
like Mian Mahmud Ah Kasuri who resigned 
as law minister in the Bhutto government 
and as a member ol the Constitution 
Drafting Committee rather than be privy 
to the 1973 Constitution which made the 
prime minister all-powerful The author 
records that "despite constraints on their 
activities, bar councils agitated tor an end 
to martial law” 

In the last seven years, among the more 
notable cases decided by theSupreme Court 
are Benazir Bhutto s case (1988) on a 
political party’s right to contest elections 
without being registered with the Election 
Commission. Haji Muhammad Saitullah 
Khan’s Case (1988) decided atter Zia’s 
death in August 1988, holding Zia’s 


governors in May 1988 to be 
unconstitutional, and the Nawaz Shanf Case 
(1993) in which the dissolution of the 
National Assembly and Shanfs dismissal 
as fiime minister were not only held 
unconstitutional, but both the assembly 
and the PM were declared to have stood 
restored and entitled to function as before 
- an order never before made by any 
superior court 

The Zia legacy is yet lo be dismantled 
completely Let alone the Cighih 
Amendment of 1985 many a repressive 
law continues todisligurc the statute htmk 
However, the press is free and so is the 
judiciary, though Bena/ir Bhutto has begun 
lo pack the courts It would he fascinating 
lo watch how the courts perform their 
'onsiitulional role in the days to come 

Paula Newberg's detailed analysis of the 
march of case law, spread over four decades, 
IS of absorbing interest to constiluiional 
lawyers and political scientists alike Her 
able work brings home to an Indian uadcr 
the enormous and yet untapped legal 
resources that lie in Pakistan which Indian 
lawyers can draw upon if Indo-Pak ex¬ 
changes in this field are encouraged and 
institutionalised 


situation when it said that while ii did not 


consider it appropiiate to lay down a time 


table lor elections ii would like lo si.iie m 
clear terms that il has lound it possible to 
validate the extra constitutional action ot 
the Chiel Martial I aw Administi.iioi nut 
only lor the re.ison that he siep|K‘d in to save 
the country at a lime ol grave national crisis 
and constitutional breakdown but also 
because ot the solemn pledge given by him 
that the peiiod ui constitutional deviation 
shall be ol as short a duration as possible, 
and that during this period all his energies 
shall bedirectcd towards creating conditions 
conducive to the holding ot free and tair 
elections, leading to the icstoraiion ol 
democratic rule in accordance with the 
dictates of the Constitution' 

Meanwhile, the Supreme Court was c ai cl ul 
to emphasise, ‘the power ul judicial review 
to superior courts continue to have to judge 
the validity ol any act or action of the Marital 
Law authorities il challenged in the light of 
the principles underlying the lawol necessity 
as set out in this judgment” The court, of 
course, did not pursue the matter even when 
Zia's breach ol the assurance had become 
blatant and incontestable 
III both cases, the chicl justice knew he 
was submitting the judicial office to the 
wishes ol the man on horseback but tried 
to salve his sonscicnee Evidence has tonie 
to light ol Munir’s complicity in the 
elimination ol thcofliceof president in 1958 
by Ayuh Khan 
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PCM SHRIRAM 

\^S/ CONSOLIDATED LTD 



Shri Mantosh Sondhi 


Ladies & Gentlemen. 

On behalf of the Board of Directors and on my own behalf I 
extend to you all a very warm and cordial welcome to the 6th 
Annual General Meeting of your Company The Notice 
convening the meeting, the Directors Report and the Audited 
Accounts for the year ended March 31,1995 have been with 
you for some time now and with your permission I shall take 
them as read 

Th« Economy 

May I now say a few words about the economy Economic 
growth during 1994-95 on all fronts has been very 
satisfactory GOP grew at a rate more than 5 percent, as 
estimated Industrial growth at around 8 percent has been 
very reassuring Corporate results have been extremely 
good And so has been the Government revenue both from 
direct and indirect taxes, if the present trend of revenue 
collection continues for the rest of this financial year, it will 
greatly help to reduce the uscal deficit even if the Government 
is unable to control its expenditure Foreign current assets on 
16th June. 1995 at US$ 19 7 billion were substantially higher 
as compared to US$ 16 1 billion on 17th June, 1994 Gram 
production in 1994-95 placed at 190 million tonnes is 4 7 
million tonnes more than what had beemestimated earlier In 
short, the economy is well poised towards higher growth, the 
only gloomy shadow looming large on the horizon is cast by 
the severe liquidity crisis Government’s anxiety to contain 
Inflation in a pre-election year is understandable At the same 
time, lack of funds when the economy Is booming can be 
counter-productive It is hoped that the RBI and the 
Government will find a reasonable via-media before the 
present momentum in industrial growth begins to taper off, 
failing which the projected industrial growth of 10% during 
the current financial year will not be achieved 


Speech by Shri Mantosh Sondhi, Chairmt 
at the Annual General Meeting of the 
Company held on August 1995 
at New Delhi 


I would also like to emphasise that much greater focus must 
be placed on the development of infrastructure which, as all of 
you know, has already become a major constraint There has 
been much rhetoric on the subject with little action 
Simultaneously, outdated laws and regulations like Urban 
Land (Ceiling & Regulation) Act should be scrapped or 
substantially modified to meet the changed situation In fact 
there should be quick review of all old and archaic laws as 
stated by the Finance Minister in his budget speech last year 

Review of Operations 

During the year ended March 31,1995, sales of your Company 
at Rs 607 99 crores were higher by 21% compared to sales o' 
Rs 502 40 crores in the previous year The gross profit also 
rose by 61 3% to Rs 43 01 crores from Rs 26 66 crores in 
1993-94 The net profit shot up by 90% to Rs 28 73 crores as 
compared to Rs1515 crores in 1993-94 All the units 
performed well and contributed towards this excellent 
performance Your Directors have already shared with you j 
fruits of better results by declaring an interim dividend of 15% i 
during the financial year under review The Directors have' 
now recommended a final dividend of 20%, thus making a! 
total of 35% for the full year 

A. Fertilisers 

During the year, the operations of this Division improved 
significantly and achieved higher production levels as 
compared to the last year The Division received “Best 
Productivity Performance in Fertiliser industry in India t 
award by the Fertiliser Association of India for the yeai 
1993-94 Although the Government of India notified urea 
retention price effective from Ist April, 1991, only part ot 
the pending claims were cleared towards the end of the 
financial year This has adversely affected the cash flow 
and consequently the profits 

B. Plastics & Chemicals 

I n the case of PVC, domestic availability Is in excess of the 
demand due to commissioning of new capacities 
Consequently, possibilities for exports were explored and 
in fact. It has been possible to make a small beginning in 
this direction Our technical collaboration with M/s Zeor 
Kasei Co Ltd of Japan has helped to improve the quality 
of our PVC compounds * 




Production of caustic soda and chlorine was the highestl 
ever, but reduction In customs duty depressed the markei£ 
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sentiment Besides, unfortunately, a fire broke out In the 
Rectifier/Transformer installation of the caustic soda plant 
in April, 1995 However, I have to report with a great deal of 
satisfaction and with pride that this installation was made 
operational within a period of 28 days, an achievement 
which I can say without any fear of contradiction could not 
have been matched anywhere else taking the totality of 
circumstances into account The whole operation was 
planned meticulously and executed with military 
precision The credit tor this goes to our senior 
management team at Kota who were so ably led by 
Mr Ajay Shriram and Mr Vikram ShrirsM to overcome a 
situation which was nothing short of a major crisis 
Although this breakdown has had an impact on the 
performance of the caustic soda plant during the first 
quarter (April-June), we hope to make up the leeway 
during the remaining period of this financial year and 
reach the budgeted figure As a part of this exercise 
maintenance shut-down planned for the later part of the 
year was taken up during this period 

C. Power 

Performance of the captive power plant continued to be 
extremely satisfactory during the year The Company has 
also successfully commissioned the 30 MW power plant 
This has increased the in-house power generation 
capacity to 75 MW 

D. Cement 

Operations of cement plant were the highest ever - both 
in terms of production and efficiency The Unit received 
National Award for 'Best Improvement in Energy 
Performance" jointly given by National Council for 
Cement & Building Materials and the Ministry of Power for 
the year 1992-93 

E. Textiles 

Increase in cotton prices and restrictions on exports 
increased to some extent the losses of the Unit during the 
year However the company's textile business which is 
now much reduced is on the whole on a more effective 
footing 

Environment 

Shriram Environment & Research Centre at Kota 
recognised by the department of Sciences Technology set 
up to carry out research and development work In the field of 
environment is doing reasonably well 

Subsidiary Companies 

OCM Shriram Credit and Investments Ltd (OSCIL), fully 
owned subsidiary of your Company, Is progressing 
satisfactorily However, in case of other subsidiary, OCM 
Shriram Aqua Foods Ltd (OSAFL), work at the site has come 
to a standstill due to the recent Supreme Court interim order 
directing that no part of agricultural land be converted into 
commercial aquaculture farm 

New Business Oevaiopmant 

As a part of diversification programme, as mentioned to you 
fast year, your Company had decided to sat up a 150 tons per 
day capacity Chlor-Alkali plant at Jhagadia, DIstt Bharuch, 
Qujarat The project is progressing as per schedule, and the 
plant is expected to be commissioned by the end of the 
current year Your Company is also actively pursuing 


Investment opportunities in the power sector In various 
States The Company has already submitted proposals to 
Rajasthan State Electricity Board (RSEB) & Haryana State 
Electncit/ Board (H3EB) for setting up OG set based power 
plants of 100 MW each The Rajasthan State Government has 
shortlisted our Company for two locations 

Your Company has also signed a Memorandum of 
Understanding with Royal Insurance pic, one of the three 
largest insurance companies in the U K ,to set up a joint 
venture for entering the insurance business in India as and 
when the Government policy permits this While it is difficult 
to say as to when actually the Government will open up the 
Insurance Business to the Private Sector, It looks that the 
Government will set up a Regulatory Body for this purpose 
before the end of the current calendar year 

Righto OHer 

The Company s Rights Issue of FCOs and NCOS with 
detachable warrants to its shareholders received overwhel¬ 
ming response and was oversubscribed 

Industriai Relations 

The Company continued to maintain harmonious and cordial 
relations with its workers in all its divisions, which enabled it 
to achieve higher performance levels on all fronts 

Human Resource Development 

The progress of the Company during last five years is In a 
large measure due to thequality of our human resources New 
challenges and additional responsibilities have been 
accepted by one and all with a great deal of enthusiasm and 
with a full sense of commitment Your Company fully realises 
the need of human resource development and is actively 
working on providing training inputs to all its employees 

Prospects for the Current Year 

In the first three months of the current financial year i e April 
to June. 1995, sales of your Company at Rs 141 7 crores are 
higherby2 31% as compared to sales of Rs 138 5 crores in the 
previous year This modest increase in turnover is tnspite of 
the fact that the maintenance shut down of caustic soda plant 
planned for later part of the year was advanced to April/May, 
1995 to coincide with the recommissioning of Rectifier / 
Transformer installation of the caustic soda plant 1 am quite 
optimistic that this financial year will end on a better note both 
in terms of sales and profitability barring some unforeseen 
circumstances 

Acknowiedgemento 

Ladies & Gentlemen, in conclusion I would like to 
compliment the Management Tearn of your Company for their 
excellent performance The Directors also wish to thank the 
Government authorities, financial institutions bankers, 
business associates and shareholders for their co-operation 
and support extended to the Company The Directors also 
place on record their deep appreciation for the contribution 
made by employees at all levels to improve the working of the 
Company 

Thank you ^ 


Note This does not purport to be a record of the proceedings 
of the Annual General Meeting 








Macroeconomics in Inoia 

Ashima Goyal 

Macroeconomics edited by Prabhat Palnaik, Oxford University Press, Delhi. 
1995, pp 247, Rs ^7*5 


TO make research on Indian Ihcincs 
accessible to the siudent is a laudable 
objective It tames wiih ii a heavy 
responsibility nt being balanced tom 
prehensive and readable In that respect 
there are both negative and positive aspects 
to the liming ol the book undet review The 
reforms have locustd attcnlton on 
macroctonomits A clear understanding ot 
the way in which they interact with the 
Structure of the economy is csseniial 
for their success The book oilers a plat 
form to develop this understanding 
Unfortunately eivtn the sharp dillciences 
between schools ol macroccononiics ihc 
conjuncture makes it all the more dillicult 
todesist from polemics Mostol the authors 
represented in the volume do mmage to 
resist the temptation Occasional lapses arc 
perhaps inevitable 

Prabhat Patnaik in his oserview punts 
out the three ways in which Indian 
macroanaiytics has been distinctive the 
seminal role given to agriculture public 
investment and the focus on the closed 
economy He does not sufficienlly bring 
out the reverse How In whal ways has 
ilndian macroeconomics contributed to 
major inacropu//les'> 1 give two examples 
After the oil shocks ot the iy7()s mam 
ream macrocconomists discovered that 
ey had neglected the supply side In India 
"Ihere was a rich literature covering Ihe 
ramifications ot supply constiaints from 
agriculture and infrastructure inicracliiig 
with demand It can he argued that 
macropolicy in India understood Keynes 
recommendations better than they 
have been in the west Here the budget 
deficit was always linked to public 
investment Keynesian pump priming did 
not mean fuelling consumption expen 
diture, and then blaming Keynes tor the 
resulting inflation Today in tollowing 
IMF-inspired policies wc arc in danger ot 
forgetting this 

Reading Patnaik it is obvious he must 
be a good teacher There is the sure 
development ol the debate on the terms ot 
trade, the relish in ihe cut and thrust ot 
argument, the bringing out ol the sudden 
insight For example K ikshii s realisation 
that in India agriculture served ihe same 
function as money did tn Keynes theory 
preventing the lull utilisation ol capacity 
He also points out areas where there aie 
gaps in undersl.indine such is the lolc thai 
money plays in the liuli m lumoms A 
truiltui area loi Iuiuk rcs^ nch 


In such a sweeping overview however 
It IS easy to lind counier-argumenis tor 
particular siaiemcnts Take the lollowtng 
one In IMF type rctorms Ihe argument is 
otten made that protecting public in 
vestment is compatible with a reduction in 
the tiscal dclicit It privatisation is 
undertaken This Patnaik writes is 
logically untenable because il the puic base 
IS tinanced by taking a bank loan and b inks 
are carrying excess reserves there is no 
reduction in ex ante absorption in ihc 
economy Now the lull blooded IMF type 
argument is always to use the sale ol public 
sector enterprises to retire public debt As 
interest payments Icll Ihc tiscal dclicil 
would be reduced 1 hose who argue ih it 
the piocccds be used to raise public 
investment do so precisely because they do 
not want to reduce absorption They ire 
aware ot the dilliculty the government h is 
in raising Im iiiccs that private invcsiincnl 
oltcn lalls during rctorms so that it is all 
the more essential to protect and even laise 
puhl.c investment Externalities earned by 
investment can then help to speed Ihe 
growth process Rising taxes efficiency 
returns from successful restructuring and 
linancial deepening would in lime improve 
the hscal delicil 

1 he assertion Patnaik makes that loreign 
direct investment unless it is lor expoit 
would substitute one lor one with domestic 
industry is also queslionahic Even it in 
Ihe worst case Parle sells out to (tike the 
lormer could he investing elsewhere 

In Indian theorising Ihe rest of the world 
was largely ignored This book meets a 
topical need by having two chapters that 
very capably cover relevant work in this 
area Amitava Krishna Dull takes a number 
ot diflerent approaches and models that 
can shed light on open economy issues tor 
India He first presents the theory then 
empirical applications and last criticism 
Ihc penultimate section comments on the 
policy issues currently lacing India in 
this area An ideal format hut unlortunatclv 
a bit enthusiastically earned out Only a 
very diligent reader would persevere 
through the empirical sections A sirav 
remark heiravs a lack ol undcistandmg ol 
the Indian economy Dull lusiitics the 
absence ol inllalion in a model by saving 
that IS i( IS low in India iiil]aiion can 
s ilel> be omitied Ihc icscrse is iiue 
I ndcisi inding whv intlaiion is low c.iti 
uniivi.l mills microeconomic knois lor 
liiiii I 


theorefkal rfaiwewttfks unaertying aif" 
justment policies His umferscanding and 
debunking ot the mainstream (Polak Khan 
Knight, Khan-Monteil) mtxlcls are vers 
thorough He ends on a gloomy note seeing 
modern governmenis as puppets in the 
hands of finance capital 
Amiya Bagchi discusses mainly closed 
economy structuralist macromodels for 
India in his chapter, hut betrays a pleasant 
openness and a depth and modernity ot 
reading He notes that the literature on 
growth-oriented open economy structuralist 
mi dels IS as yet limited In India, the labour 
market money asset choice and 
expec lations have been relatively neglected 
He laments the bewildering array ol combi¬ 
nations possible in structuralist models, 
and therefore the need tn study the 
proximate causes ot rigidities In 
conclusion he says that it is essential to 
move beyond the earlier discussion of 
impoi t and export elasticities to understand 
and harness the international movement ot 
capital keeping stialegic and political 
economy considerations in mind 
The idea ol initiating a debate on the role 
ol the stale as seen IromdiHcient theoretical 
perspectives and Irom the Indian macro- 
economic experience is a good one Jayati 
Ghosh has a usclul and well researched 
classi ticalion ol the sute as (I) an interloper 
putting snags in the smooth functioning of 
markets (2) an instrumentalist deus ex 
mac hma tor stabilisation or development, 

(an intermediary reconciling claims ot 
dilfercnt interest groups and (4) incorpo 
rativc — an iiitcraclivc view ot the state 
society mslitutions and dynamic processes 
She concludes by supporting Ihe Kaicckian 
mcorporative state 

While philosophically sound, this 
approach is ttro general to provide useful 
instructions tor studying the real world it 
shares this drawback with Walrasian 
general equilibrium analysis For Ghosh 
the left IS clearly right ' despite Ihe 
veneer ot objectivity which theories may 
possess, they are actually crucially affected 
by (social and material conditions]" 

(p 1X0) Carried to its extreme this idea 
would belittle her own considerable 
academic citort The question goes deeper 
than the role ut Ihe state and can he posed 
as lolfows Do ideas have a teleological 
function ’ It nobody can be objective and 
ideas can have no influence in shaping the 
woild why think' 

Dull points out that proper understanding 
and evaluation ut issues requires an 
micrnallv ctmsislcni Ihcoreliv^l approach 
Hcsuggestsacrealivc ulapiatiimot western 
models V N Pandit piosidcs ihc riposte 
that a neat iluxbraic model hv iiscll can 
ilo as little ,is hapha/ardlv put togeihir 
f.icts \n inaljiicallv based knowledge ol 


19X2 
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vieiv, debact; (1kirrciii.4t 

cmpmcdl rcM'iirch relating tu the Indtan 
eionomy is yet to begin He also asks an 
extremely important question How mui.h 
of accumulated knowledge on the 
functioning of the Indian economy is still 
valid, given the regime change'’ His care 
lul analysis and survey of empirical 
macromodclling results lead him to the 
view that while Ihe financial and external 
sectors will undergo rapid changes those 
in price formation and monetary and fiscal 
linkages would be slowci Productivity 
output and household behaviour would be 
impacted last of all He puts the case lor 
the Keynesian model as a better starting 
point tor India compared to the monetarist 
in clear and effective prose 
Patnaik starts by saying that the Indian 
discussion on macromodels of adjustment 
has as yet been insufficient and that policy 
would have to be based on a consistent 
macroeconomics Has this book helped in 
evolving such a macroeconomics for India'’ 
It IS certainly an informative step on the 
way The external sector is moslcontrover 
sial and requires much more work but 
there is considerable consensus on the 


Inflation and tnv estmenf It is ubiikely that 
policies that do nut make use of this 
knowledge will work 

The earlier isolationist policies are no 
longer viable because of genuine changes 
in the structure of international interaction 
Even if the ideal situation is for exports 
to rise while imports remain restricted 
remittances by Indian workers abroad have 
made smuggling easier and import controls 
mure costly The corruption delays and 
even sheer terror associated with the 
bumbling hand of bureaucracy cannot be 
discounted 

It would be naive to ignore the realities 
and arrogance of power but the best 
antidote is countervailing economic power 
South East Asia and now China show that 
thts IS possible It is argued that different 
initial conditions make it difficult for India 
to replicate the success of these countries 
But insofar as it was based on (I) leap¬ 
frogging a technology gap and achieving 
international quality and (2) a change in 
international capital flows with capital 
flowing 10 areas of plentiful labour and 
high demand India would seem to have 
mure than a chance Supportive policies 


foreign infld«ts wduliifie neeesMkry IBven 
so seeing exploiters everywhere could 
mean missing a possible Inend Countnes 
with higher capital intensity have higher 
average living standards and more equality 
of opportunity Long ago Lewis pointed 
out (he benefits of trade, exposure to best 
practices and ideas Freedom need not 
ncccssarilv mean more consumption, it can 
also mean more earning and learning 
The devotion to India's development and 
concern about the exploitation of the poor 
in the book are commendable For some 
authors it may have meant forsaking greener 
academic pastures and countries The 
solutions to the problems however, are 
still not obvious It is necessary to be 
forward looking and to leave the comfort 
of an academic cocoon 
Patnaik pre-empts criticism by pointing 
out that there are gaps in the book Survey 
of work on the labour market, pnang and 
money is missing Possibly this will be made 
up in future volumes The gaps in the 
classified bibliography are however, 
inexplicable For example the section on 
money has no reference to Chitre’s or 
Nachane s work 


In this thought-provoking book, ihe ALIIN CONCIPTS 

author demonstrates that Indian social A MB fidUTU AfilAM 
science is not a mere captive of Western w ■ ■■ 

or Marihst theories and concepts Ihe 
cssajs in the first part present a response Rtsptmsts and liformulotiom 

to five important Western/Marxian theories T K Oomnm 

and concepts In the second part he 

reformulates some of the theories and concepts Innovative, synthetic and bold, this 
important volume will be essential reading for social scientists of all hues and levels and 
from all parts of the globe 




Rtsptmsss and liformulotiom 
T K Oornmai 
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SHIVA'S OTHER 

MIILBRCil approach i 

Rtliilon ond Sodol IdoMlIy Amongst processes a; 

Ovirsoos Indiom the group 

Dwid James Mearaa important 

book that 

fills a gap in our knowledge about overseas 
populations in Asia who idcnuly themselves as 
onginating from the Indian subcontinent 
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This book combines the anthropological-ethnographic 
approach and applies it to social analysis through an 
examination of theoretical issues in the study ot urban 
processes and religious practice, focusing paruculariy on 
the group labelled ‘Indians’ in Melaka, Malaysia An 
important _ 

book that PaUfeotions Indio Pvf Ud 
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^ear fiends, 

It IS my pleasure once again lo meet 
you all I welcome you to the 36th 
Annual General Meeting of your Cor 
poration I am happy to report that 
the Corporation has made a suc¬ 
cessful entry into new business ar¬ 
eas covering merchant banking, hire 
purchase, corporate loans, bill dis¬ 
counting and deferred payment guar¬ 
antee Your Corporation has once 
again performed exceedingly well in 
surpassing targets in all key opera¬ 
tional areas. 

MILESTONES 

Sanctions crossed the Rs 500 crore 
mark in 1994-95, vi/hile disbursements 
CTossed the Rs 400 crore mark The 
Corporation recovered Rs 374 83 
crores in 1994-95 The cumulative 
number of loans sanctioned crossed 
the one lakh level In the rehabilita 
tion of sick units the share of the 
Corporation is 45% of ^e number of 
units covered by all SFCs in the 
country For three ydars in a row, the 
Corporation has been recognised by 
the IDBI as tfie preeminent SFC in 
the country in all operational areas. 

WORKING RESULTS 

During the year under review, the 
Corporation generated a gross reve¬ 
nue of Rs 190 62 crores on cash 
basis as against Rs.148 76 crores in 

1993- 94 

The working of the Corporation in 

1994- 95 resulted in an operational 
profit of Rs 36 06 crores before write¬ 
off and taxes 


OPERATIONAL HIGHLIGHTS 

The performance of the Corporation 
against targets set for 1994 95 is 
given below 


REHABILITATION OF SICK UNITS 

61 urxts were provided rehabilitation 
assistance of Rs 3 29 crores With 
this, the total assistance since the 
inception of the scheme touched 
Rs 64 28 crores in 1462 cases 
ASSISTANCE TO THE SMALL 
SCALE SCALE SECTOR 
Rs 289 61 crores were sanctioned to 
7839 cases during the year as com¬ 
pared to Rs 208 16 crores last year 
Cumulative assistance lo SSIs at the 
end of March '95 stood at Rs 1607 99 
crores in 67732 cases Cumulative 
assistance under the Vishwa 
programme stood at Rs 23 20 crores 
in 15,507 cases 
EQUIPMENT LEASE FINANCE 
The Corporation sanctioned Rs 11 88 
crores in respect of 23 units as 
against Rs 4 04 crores in the previ¬ 
ous year Disbursements amounted 
to Rs 9 89 crores (Rs 2 00 crores in 
1993-94) and recovery was 100% 
HIRE PURCHASE 
In the first year itself sanctions under 
hire purchase came to Rs 15 67 
crores and disbursements lo Rs 9 87 
crores 

MERCHANT BANKING AND 
FINANCIAL SERVICES 
Merchant banking activity was 
started in the second quarter of 


1994-95 as envisaged in the corpo¬ 
rate plan Initially 4 facilities like the 
preparation of projects and pre-isaue 
appraisal reports syndicatiori of loans 
and the co-acceptance of bills of ex 
change was started Later underwrit¬ 
ing of public issues was taken up 
and firm allotments of high quality 
scrips picked up Merger and amal 
gamation proposals were also under 
taken Bill discounting and deferred 
payment guarantees were added 

KSFCs application for Category I 
merchant banking status was accept¬ 
ed by the SEBI without any condi¬ 
tions Issue management activity has 
also commenced 

Merchant banking activity generated 
an income of Rs 703 02 lakhs 


TREASURY FUNCTIONS AND 
MARKET-LINKED RESOURCE¬ 
RAISING 

During the year the Treasury depart¬ 
ment was carved out of the Finance 
and Accounts Department to monitor 
fund raising and manage resources 
and liquidity Another pioneering ef¬ 
fort was KSFCs entry (the first tor 
any PSU in Karnataka) into the area 
of ur>guaranteed bonds. A five year 
bond was sfiucturod for private place¬ 
ment at a highly competitive rate and 
Rs.60.00 crores successfully 
mobilised The medium and short 
maturity instruments were tailored to 
meet the requirements of short ma¬ 
turity outflows like bridge loans, cor¬ 
porate loans and NCDs and new 
business activities which are not cov¬ 
ered by IDBI and SIOBI refinance. 
FUTURE OUTLOOK AND PROS¬ 
PECTS 

After the extensive diversification suc¬ 
cessfully completed in 1994-95, the 
Corporation intends to further devel¬ 
op new activities as seif-contained 
profit centres It hopes to assume its 
rightful role as the promoter of indus¬ 
trial development in the small scale 
sectbf by entenng into relationships 
with national and international inves¬ 
tors KSFC hopes to promote the 
improvement of services in areas 


where the small scale sector la expe- 
nencing a dire need lAe factoring and 
venture capital Continuous improve¬ 
ment m appraisal and momtonng tech¬ 
niques to ensure upgradalion of port- 
fotm quality will also be a principal 
concern of the Corporation 
The number of branch offices is ex¬ 
pected to increase from 30 to 34 
during 1995-96 There is also a pro¬ 
posal to enhance delegation of pow¬ 
ers to branch offices to improve the 
spread and quality of services The 
building lor the corporate office has 
also been inaugurated and will be 
occupied in the course of the year 
facilitating a better operational envi¬ 
ronment Similarly the office buldings 
in Hubli Chitradurga and Raichur are 
expected to be ready by the end of 
the year 

The plan for computerised networking 
of branch offices and bringing them 
on line is under implementation With 
that KSFC would be the first SFC in 
the country to have advanced towards 
networking 

ACKNOWLEDGEMENTS 

I wish to place on record my sincere 
thanks to the Governments of 
Karnataka, Departments of Finance 
and Irxiustries and Commerce for their 
valuable co-operation and support I 
am thankful to the Industrial Develop¬ 
ment Bank of India (IDBI) and the 
Small Industries Development Bank of 
India (SIDBI) lor their valuable guid¬ 
ance and needbased refinance 
May I place on record the support and 
co-operation extended by the RBI, 
IRBI, KSIIDC, KSSIDC, DICs, KEB. 
KIADB, Lie, irri. Apex Bank, Canara 
Bank, State Bank of India Capital 
Markets, State Bank of Mysore and 
other coirxnercial banks. I also wish 
to thank voluntary organisations like 
CH. FKCCI, KASSIA, AWAKE and ofiv 
ers for their contribution to our devel¬ 
opmental activities. 

Finally, I take this opportunity to ex¬ 
press my deep appreciation of the 
untiring efforts put in by Dr Renuka 
Viswanathan, Managing Director and 
the officers and officials of the Corpo¬ 
ration which has enabled the Corpo¬ 
ration to continue to occupy the pre¬ 
eminent position among SFCs in the 
country. 

Bangalore B.K.Bhattaeharya 
31st July 1995 

(Excerpts horn ifi^ chairman's state¬ 
ment at Vie 36th Annual General 
Meeting) 
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target 

achievement 

% of achievements 
over targets 

1 

Sanctions 

398 50 

520 18 

130 53 

2 

Disbursements 

353 50 

432 09 

122 23 

3, 

Recovery 

343 00 

374.83 

109 28 
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SPECltAL ARTICLE! 

Tenets of Tenth Finance Commission 

A Critique 

Amaresh Bagchi 

The e\[>ei teiu e of the Ici st foiii dec adei shows that ihes\ stein ofJc deral tram fen in India >t hile pi oviding a mechanism 
for addresstiif’ the \iiinal andhoinontal imhalainrs sif>iiifi(antl\, has inn almost into a dead endprtmanlv because 
oftwojactois (i)llu appioaih of the f inance Commissions in tackling the tasks set foi them and (ii) the dichotomy 
between plan and non-plan seiiinenis of the goseinmeni budgets 

Do the innovations and new foimnlotions of the Fenth hiiaiue Commission help to address better the basic tasks 
which evers large fcdciation has to face iidicssini> the vertical and horizontal fiscal imbalances inherent in the 
distribution of posset s andfniu lions among theic niu and the states and the disparate levels of me ome and development 
across regions 


1 

Introduction 

FHfc Tenth iinanLC Commission (TFC) 
has received t|UilL deservedly, handsome 
tomplimcnis Irom icvicwcis lor loming 
out with acrisp cone isc and highly readable 
report One would readily endorse that in 
the sequence o( Finance Commission 
Reports the Icnth ( ommission is among 
the outstanding ones IGuhan It has 

broken new ground and made bold to 
lecommend a basic change in dcieimining 
the devolvable tax levcnues ol the centie 
by pooling the proceeds ol all taxes instead 
of going tax by tax accepting a long 
standing advice Irom expeits It has tried 
to rationalise the tax devolution lormula 
by unifying the ciitcna for allocating both 
income tax and union excise duties and by 
dropping the one that seemed to loul up 
the progressivity’ ol the transfers 
However the pcitinent question is do the 
innovations and new formulalions help to 
address belter the basic tasks which every 
large federation has to face and which 
provide the rationale tor the creation ol 
Finance Commissions under the Indian 
Constitution, viz. redressing the xeriical 
and horizontal fiscal imbalances inherent 
in the distribution of powers and functions 
among the centre and the states and the 
disparate levelsot income and development 
across regions' 

II 

Plugging Vertical Gap 

The first task that the TFC like its 
predecessors had to address was how to 
determine how much of the revenue ol the 
centre should be devolved to the states to 
meet their needs without upsetting the 
centre's budget The task acquired added 
urgency because of the tact that for over a 
decade, neither the centre nor the states (in 


general) Were .ible to meetlhcirexpcnditurcs 
out of then as iilable revenucstl able l)and 
were rcsorinig to borrowing on a massive 
scale Reflecting concern ovci this situation 
the terms ol ri.lcienceul the TFC enjoined 
that in making its recommendations the 
commission shall have regaid among oihei 
consideraiions to theob|ecttveol notonlv 
balancing the icccipts and expcnditiiies on 
revenue acconiii ol both the states and the 
central govirnmcnt but also geiiciatine 
surplus lor ca|iiial investment ind reducing 
fiscal delicil 

This was an almost inipnssiblc task 
especially wilh ihc centre projecting a pre 
devolution dclicit on revenue account loi 
the releretice pciiod of the commission and 
not a single si iie showing a pre devolution 
surpluson Its avenue account Nevcithelcss 
the TFC wliii about the task heroically bv 
first trying to liace the origins ol the problem 
and Its route iiiscs Ihcconcliisionsicached 
though on lamiliar lines, throw some new 
light on how the deficits have surlaced on 
the revenue it count at both levels ol 
government 

At the centre (as also in the states) the 
iiouble arose with the practice ol borrowing 
to meet revenue account deficit Although 
ptilicy-makcrs are all seized ol the urgency 
to reverse the ticnd, there docs not seem to 
be any easy w iv out it is evident (hat with 
the unit cost of borrowing going up - the 
monetised deficits being eased out - the 
burden of interest payments will keep 
mounting and budgets cannot be balanced 
unless expenditures are reduced or taxes 
register belter growth in the case of the 
states until 1986-87 the non-plan revenue 
account used to turn out surpluses larger than 
the requirement ol the revenue component 
of Ihc plan Between 1986-87 and 1991-92 
the plan revenue delicits exceeded the 
surpluses from the non-plan account Since 
1991-92 non plan revenue account also has 
been in the red The commission had 


obv lously reasons to conclude that the fac 
that all states have h.id almost identica 
mining points seems to suggest (hat then 
arc systemic factors underlying thi 
deterioration rather than slate specitti 
reasons What these laciois could be an 
not gone into in any depth except for thi 
tendency on the part ol the stales to budge 
lor larger plan outlays than warranted b; 
resources The consequences, however 
arc well known - neglect of mainienano 
ol assets and ol investment in infra 
structure human and physical apart Iron 
piling up problems lor the luture Whili 
.icknowledging (hat (he tiscal crunch wouk 
alicct diflcrent states dillerently and K 
some extent this can be addressee! (hrougl 
a greater degree ol progrcssivity' in thi 
devolution to the states, the commissiot 
goes on to observe quite rightly that "the 
piimaiy tcsponsibilily lor strengtheninf 
the resource b isc is ih.ii of the states Tb< 
stales will havetoin.ikeconimuouseltorti 
to improve their levenue base strengthet 
their capacity to provide better service! 
and cuiiail expenditures 


Tabic I Revlmi Si rm.cs (+)/IJmciTS(-)or 
CfcNIRI AND SrAlFS AS PrRtrNlACE Ol GDP 
(lysi 52 lo 1995 94) 


Year 

Ccnier 

Stales 

Total 

1960 65 (Average) 

0 73 

0 15 

086 

1965 70 (Average) 

0 56 

-0 08 

0 48 

1970 75 (Average) 

0 52 

-0 18 

0 14 

1975 80(Avcrdgei 

0 44 

-0 15 

051 

1980 85 (Average) 

0 58 

-0 16 

0 25 

1985 86 

-2 12 

021 

-1 91 

1986 87 

-2 65 

0 01 

-2 65 

1987 88 

-2 74 

-0 51 

-5 0.5 

1988 89 

-2 66 

-0 46 

-5 12 

1989 90 

-2 61 

-0 77 

-5 58 

1990 91 

-5 49 

0 96 

-4 45 

1991 92 

-2 w6s4 

-0 92 

-5 56 

1992 95 (R E) 

-2 57 

-0 58 

-2 94 

1993 94 (B E) 

-2 22 

0 49 

-2 71 


Source Indian Public hiianie Slalislics 






Against (ht< background thcTFCsetabout 
to address the tasks set tor it by making 
reassessment ol the foutasis ol rtvt.nuc 
and expenditures of the sciitrc and the 
slates toi the years IWS 2(K)() in order to 
generate susiainahli. non plan revenue 
surpluses with tlu eavcai ih it the final 
outcome on rt \ t niic a^c ouni ol the budge t s 
would depend on vs h it happe iis on the plan 
revenue side an impondcr ible tastor so tar 
aslheFC wassoncerned III maybe recalled 
that unlike in ihe c ise ol the Ninth bin ince 
Comm ssion ihi Tbf was not called upon 
to go ino Ihe plan levetiue account ) 

TTie linal pi<' ■ that emerged Irom the 

exercises could not have been mote 
reassuring 'sirvt, plan revenue account of 
the centre alter ih>. ' msters awarded by the 
TFC tor the live year peiiod I9‘JS 2()00, 
shows a surplus ol Rs 41 211 crore Ihe 
deficits disappearing alter 199^ 96 and 
nsing to Rs 20 942 crore in the linal year 
1999 2000 In the case ol the stales no state 
would be Icli wnn any ' it on Ihe non 
planacco" ' alici devolution Whatismoic, 
an 11 cs wouiu nave surpluses though ol 
varying magnitudes ii the linal ycai The 
TFC no doubt tullillcd the ici|uiremcnl ol 
Its terms ol rctcrciice although with the 
caveat th it wh it hap|>ens on the pi in side 
was beyond its purview 
it should not come as a surprise to anyone 
that the figures thit have come out ot the 
budgets hii l99i-96 pay hllle heed to the 
FC s projections The centre s budget lor 
the first year ol the live year period shows 
a non plan revenue delicit ol Rs 6 211 
crore against Rs I 768 crore assessed by 
the TFC the dillerencc arising Irom the 
revenue side (\tdt fable 2) The picture 
does not seem to be very dtllcreni tor the 
states The budgets ot two slates lor the 
current year lor whom ligures ire readily 
available viz ramil Nadu and Kerala 
anticipate non plan deficits (helore 
dcvoluiioiilol Rs 2 SI I cioic and Rs 1 789 
crore comparing with Rs I SOI ciore and 
Rs I 010 irorc isscssed by ihc HC Phe 
position Is unlikely to be my bciici in the 
othei stales iiid It would be surpiismg il 
Iheactualsdo not diverge signilicanilv lunn 
the csiim iics 

Such divergences however cannot be 
held against the TFC Alter all this is not 
the lirsi time ihii the PCs pro|cciions are 
belled by the leluals Actual non plan 
revenue gap loi 1990 9S tor all stales taken 
together turned out to be Rs I 24 176 crore 
against the Ninth ! inanee Commission s 
estimate ol Rs SS 866 crore Similar 
divergences mnked the iciual dilicils as 
compaicd with esimuies m ide by the 
Seventh nul the f ighih Commissions 
RiuilmcK ihe F( s ik i ikcniotask bv critics 
lortaihnu tom iki then pio|iclionsrc ilisiu 
rhcTFCitKih IS conic undi i seveie criiu Ism 
lor Ignoring some ol the looming It ibihiiis 


of Ihe centre like the addithmal staff 
emohimenis likely to arise Irom the Pay 
Commission s recommendations and taking 
loo opiimisiii a view on giowth ol 
subsidies Pro) 0 clioii ol non tax revenues 
bv assuming <i much higher relurn horn 
invc stment in public sector enterprises than 
they have been yielding has also be*en 
cjuesiioned |(iuhan 1995) 

These iiiiicisms tail to appieciaie Ihe 
Idle ol PCs in adiudiealing Ihc transle-r ol 
ledcral tuiuls It is wrong and unfair to 
expect Ihe I f to guess accurately what the 
governments will do with their budget in 
the years ahead although the parameters set 
by the FC should have a restraining 
inllucnce I he PCs are obliged to undertake 
an assessment ot the revenue and 
expenditures ol the governments at both 
levels in order to determine what should 
be their iclative share in the revenues on 
a lair basis keeping in \ icw their respective 
roles as envisaged in the Constitution and 
what they can raise by diligently exercising 
the powers vested in them It bears 
reiteration that suchdelcrminaticmiscalled 
tor because ot the asymmetry in the 
lunciioiis tiul finances ot the subnational 
gov ernments in the country inherent in the 
constitutional provisions 
For reasons olextcrnahticsfavoidmg inter 
jurisdiclion.il spillovers and conllicts) 
admimsiraiive ease and in Ihc interests ol 
macro management ol the economy ind 
smixith functioning ol the common m.iikct 
most lax bases with signilicani revenue 
potential arc vested exclusively in Ihe national 
government In principle some ot these lax 
powers could be assigned (at least 
concurrently) to the slates ' Where this is not 
the case it is only proper that the revenues 
raised by the centre are shared with the 
slates Ofcouise in determining how much 
should be shaicd due note must be taken 
ol the requirements ot Ihe centre icxi But 


ihcnceds.indrcvcnWcapJctiyof httfhfeveis' 
ol the goverunienf h.ive to be assessed 
norniativciy 

Alter qll the key question is keeping in 
view the constraints how much can the 
cent rc rai sc 1 1 1 1 exerc I sed the powers a vat labic 
with It judiciously'^Thc states share ought 
to be decided on that basts and not what the 
centre chooses to do Suppose the centre 
dec ides not to exploit some ot its tax powers 
lully lor reasons of expediency or rely on 
instruments which beget resources that do 
not have to be shared (like the surcharge on 
income tax and raising the prices ol PSE 
products) or through seignioragc,/)r makes 
commitments tor expenditures not strictly 
required lor discharging its constitutional 
responsibilities Should the states sutler lor 
Ihc centre s dclaults ’ 1 he answer clearly is 
no But what is judicious or lair leaves 
open a wide ground tor subjective judgment 
and hence the need to look at Ihe realities 
But there is no reason why the realities 
should be taken as fait aciompU or why the 


Tabif t Ci-NiRi-1 Trvnshrs TO States AS A 
Pi R( 1 SI \(.l ol C CSTRAI RrvENi ES 



Tax IX.volulion 
to St «c s as 

Per C till ot 
Centre s Gross 

T IX Revenues 

C arreni Translers 
as Per Cent of 
Centre s Gross 
Revenues 

1060 61 

18 47 

11 28 

1070 71 

21 16 

11 00 

1074 7Slo 

1078 70 

10 94 

11 74 

1080 81 10 

1084 8S 

27 14 

1617 

1084 81 to 

1089 90 

21 27 

17 (M)» 

1090 91 

21 21 

18 70 

1002 01 

27 10 

10 08 

1004 OS 

(Liliiiijlcs) 

27 70 

10 10 


Nnu • Relates to 108 S 86 lo 1089 90 


Tviiii 3 Non Pi vs Ki VI M I Ac cm sr Am m fiSASci Commission Trassiers 
Hi iK.i I t MiMAiis i/c ( i/\ Ttr PKojinioss 


Item 

tool 06 

1991 96 


TFC 

BE 

1 Revenue Receipts 

3 Tax revenue (gross) 

106022 

101762 

b Non lax revenue 

11121 

26411 

Total Gross revenue aecipis 

2 Non Plan Revenue expenditure 

141141 

110171 

a Interest payments 

12898 

12(88) 

h IXfcnec expenditure (net) 

18190 

18146 

e Mapir subsidies 

81IKI 

10961 

d Other non plan revenue expenditure 

27190 

20428“ 

Tot d Non plan revenue e x|)endilure 

106978 

101119 

1 Pre devolution non plan revenue aeeouni (i) (2) 

14161 

28616 

4 Stales share ol taxes and duties 

10874 

29188 

1 Post devolulion non plan revenue aeeouni |1) (4) 

1691 

-712 

6 (irinie 

1214 

1214’ 

7 C oniribulion l > National ( alaiiiiiy Rebel 1 und 

221 

221 

X Surplus/Dellell ot die Celltle |1| (6| (7| 

1768 

6211 

\..i( Thiveve Hide 1 1 iiouni Liven 111 die slate 1 ml 

llle tile II IIIH Veolkl 1 IF( 

reeoniiiienel ition 



PC»1 


(ic asked to titke fhe i^idion' 


prevailing in the hu.se year ot its rcl'ercncc 
period as given One may thcrct'urc ask, has 
ihcTFC as.scsscd Ihc revenue and expenditure 
requirements ol the centre and the states for 
purposes of sharing ol central revenues fairly 
and not so much whether its piujcclions are 
‘realistic’. 

The question, alas, does not admit of a 
simple answer. For. asjusi mentioned, what 
is fair inevitably involves an element of 
suhjeclive judgment Is there any way in 
which the revenue potential and resource 
requirements ol governments already 
burdened with commitments made in the 
past be assessed objectively'.’ 

Some objcciive norms could possibly be 
set up in Ihe case of ihc stales since there 
are so many of them, and so. despite 
diversities, yardsticks can be found to 
estimate what they could raise legitimately 
be expected to raise and spend by looking 
either at averages, or, as they do in Australia, 
by taking a lew of the relatively good 
performing ones to set standards for others 
to follow. Disparities in revenue buses can 
be taken care ol by suitable grouping ot the 
states (high income, middle income and so 
on). While broad judgments would still be 


■ the 

approach' docs slww the way to set up 
norms with a measure of objectivity. 

Such an approach, however, is inappi icable 
in the case of the centre for the simple reason 
that there arc no rival or comparable 
governmental units whose pertbrmancecould 
be looked at for guidance as a standard 
(unless one goes by (he experience of other 
similarly placed countries). It would therefore 
appear that in estimating the centre's budget 
gap there is no alternative but to go by past 
experience and (hat is what the TFC has by 
and large done, viz, projecting the revenues 
by relying on observed buoyancies and 
applying them to anticipated increa.se in 
income and in doing .so the commission has 
tried to be realistic in that it has assumed 
arcasonablc raicof inllalion and real income 
growth. Expenditures also have been 
projected on a reasonable assumption of 
what the centre would at a minimum have 
to bear. It can be .irgucd that the TFC was 
well advised to ignore (he liability likely to 
arise to Ihe centre from additional 
establishment expenses if the Pay 
Commission recommends generous upward 
revision of salaries especially when it had 
Ignored the recommendations of the Austerity 


file Niddhtit ^'Dtivdbpn^' 
Council. Tliere was also nothing wrong. 
assuming a higher rate of return from 
than is turned out by them at present. 
states cannot be expected to suffer if the, 
centre does not set its finances in order, ia 
fact, the TFC would be justified to assume ; 
a higher growth in revenues, keeping in ' 
view the extent of evasion in income tax 
and the untapped potential of taxation of; 
services and also how much the centre 
could have saved in expenditures had it' 
shed some of its acquired and not obligatory 
responsibilitiesliketheCentraily Sponsored 
Schemes. 

Similar standards could be applied to the 
states as well. In estimating their revenue-c 
potential one can legitimately inquire whaf ' 
could be raised by levying a mild ux Qn:<- 
farmers or by widening the base of sales taX;; 
(e g. by curtailing the concessions). It would ; 
also be quite legitimate on the part of the ' 
FC to take the common ex pendi ture functions 
or the practices of the best performing stales 
to establish norms for others. The TFC can / 
be faulted not for being unrealistic but fo^ 
almost disavowing taith in the normative 
approach. Of course, the fact that the revenue- 
requirements of both levels of goveroments.' 


Pabli, 4 STATr.wixt Tax I5kv(« ution. Granis and Tdiai Transh-rs 


Stales 


T.IX Devolulion 



Grams 



Total Transfers 



TFC 

TFC by 

Difference 

TFC 

TFC by 

Difference 

TFC 

TFC by 

Difference 



NFC 



NFC 



NFC 




Formula 



Formula 



Formula 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

A High Income Stales 










1 Gujarai 

8015 

7971 

44 

861 

357 

504 

8876 

8328 

548 

2 Goa 

524 

796 

-272 

98 

191 

-93 

622 

987 

-.365 

t Haryana 

2555 

2655 

-l(X) 

2.38 

72 

166 

279.3 

2727 

66 

4 Maharashtra 

12860 

14172 

-1.312 

849 

184 

665 

1.3709 

14.357 

-648 

5 Punpib 

3160 

35.57 

-397 

429 

178 

251 

3589 

3735 

-146 

Sub-lolal 

27114 

29152 

-20.38 

2475 

981 

1494 

29589 

30133 

-.544 

B Middle Income Sluics 










6 Andhra Pradesh 

16326 

15438 

888 

17.55 

741 

1014 

18082 

16179 

190.3 

7 Karnataka 

100.35 

9.30.3 

7.32 

486 

113 

373 

10.521 

9415 

1106 . 

8 Kerala 

7217 

6854 

.36.3 

505 

591 

-86 

7722 

7445 

277 

9 Tamil Nadu 

1262.3 

14107 

-1484 

7.38 

212 

526 

1.3.361 

14319 

-958 

10 West Bengal 

14105 

14701 

-596 

876 

1284 

408 

14980 

1.5995 

-1015 

Sub-total 

60306 

60401 

-95 

4,360 

2942 

1418 

64665 

6.334.3 

1.322 

C Low Income Stales 










11 Bihar 

2.3302 

22707 

595 

1.3.53 

1682 

.329 

24656 

24390 

266 

12 Madhya Pradesh 

1.5276 

15.342 

-66 

818 

146.3 

-645 

16094 

16805 

-711 ' 

13 Orissa 

878.3 

10012 

-1229 

92.3 

1497 

-574 

9707 

II4I9 

-1712 

14 Rajasthan 

102.55 

108.34 

-579 

1146 

21.37 

-991 

11401 

12971 

-1.570 

IS Uttar Pradesh 

.33527 

.3258.3 

944 

2632 

.3994 

-1.362 

.36159 

36577 

-418 

Sub-total 

91143 

91477 

-.3.34 

6872 

10684 

-.3812 

98016 

I02I6I 

-4145 

D Special Category States 

1.360 

1233 

127 

408 

.348 

60 

1768 

1580 

188 

16 Arunachol Pradesh 

7064 

6974 

90 

1264 

110.3 

161 

8328 

8077 

251 

17 Assam 

.3744 

2980 

764 

1017 

661 

.3.56 

4762 

.3640 

1122* 

18 Himachal Pradesh 

5905 

5205 

700 

1417 

1275 

142 

7.322 

6481 

841 

19 Jammu and Kashmir 

1690 

1667 

23 

447 

420 

27 

21.37 

2087 

50 

20 Manipur 

1.5.35 

1310 

225 

354 

295 

.59 

1889 

1605 

284 

21 Meghalaya 

1.398 

1496 

-98 

404 

429 

-25 

1802 

1925 

-12.3 

22 Mizoram 

2197 

18.36 

361 

596 

518 

78 

279.3 

2354 

•439 

23 Nagaland 

.562 

366 

196 

1.37 

107 

.30 

699 

474 

225 

24 Sikkim 

2.326 

2247 

79 

547 

.5.33 

14 

287.3 

7780 

93 

24 Tripura 









j'* 

Subloial 

27781 

2.5.313 

2468 

6591 

5690 

901 

.34373 

3|(X33 

3370 . 

All India 

206344 

206.344 

0 

20298 

20298 

0 

226643 

226642 

1 
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were ‘reaiM.'sved’ does sluivs ih.il il had 
followed some nouns lh(•U)!h not 
eoiisisienily (iiustnucli is ii look the base 
year ti^uies .is almosi given) Ihe 
tomniission would not have bstii vulnerable 
lo cniiLisni had ii explitiily leknowledged 
ihe relevance ol nomis in tiiccling federal 
iranslers and iiicd lo iinpiovc on what the 
NFC had iiiempicd insu id ol loisaking that 
path without convincing K isonsoi olleiing 
an alteinativc conceptual Ir.iinework lor 
equitable shaiing ol levcnues between the 
centre and the states 
The recommend ition lor pooling all lax 
revenues ol the ccniic lor sharing instead 
ol having only mcv me tax and union excises 
in the sh.irable pool _ ' not make up loi 

thtsconccpiu.. eakness In suggesting that 
29percenlol theceiinc stax revenue should 
be shared the FFC h.is gone by what his 
Ijappcned in the past and that too the recent 
past As may be seen Irom T.ibic ^ till the 
end ol the l')7()s only about )2 percent ol 
the ccnlie s moss revenue nsccl to devolve 
cm Ihe stall Ihe si.iies sh iie juinpeci up 
oniviror. iv/‘) hO Apparently the IK did 
nol Ihink It neci ssaiy to examine whether 
the centre s Imanees would be able to be ii 
sharing ol this oider esnemally when it 
was known that the delieits in the revenue 
budgets ol the centre soon bee.iine I iree 
and ehionie only altei the Seventh 
Commission s awaid laising the pi open lion 
ol union excises lot sharing Irom 20 to 40 
per cent There could be no obieciion to 
fixing the level ol sharing .it mv It leiion 
ofthceentre sievenues il on an ob|ceiive 
examination it was tound ih it it would nol 
impair the centre s e.ipieiiy to disehin'e 
Its eonsliluticmal icsponsibililies 
The recommendation lor nieiging 
addiiiiinal excise duty on the three 
eommodities le,textiles loh.iecoandsuu.ii 
also lacks eonecpiual saiieiion Alter ill Ihe 
cenlie was authorised to levy these duties 
in lieu ol s.iles lax undet a I ix lentil 
airangemeiil with the states and the power 
to impose sales t.ix on these eommodilies 
belongs squ irely to them so long as sales 
taxation remains with Ihe states Instead ol 
looking at the interiunsdietional eonlliels 
and damage to the economy whie h i he system 
ol sales taxation without harmonisation is 
causing the IFC has gone on to make this 
recommendation almosi as a mattei ol 
expediency It would have been an 
altogether diflercnt matter il the IFC alter 
due deliberation had taken the view that 
taxation ol sales m a lederalum should lor 
reasons ol eflieieney in resource allocation 
be assigned to the national goveinmeiii 
(unless the states agreed to harmonise their 
taxes through a destination-based VAI) 
,But in that ease the yertieal imbalance 
'would be accentuated and would call lor 
corrective action II howeycr the present 
scheme ol assignment is to stay taking away 


the powers to levy sales tax on those 
coinmodiiics loi good does not stand to 
reason 

Tveii il one goes stiictly by rational 
principles vertical imbalances are nol easy 
lo neutralise For alter the revenues and 
lequirements ol the dillcrcnt governments 
aic assessed normatively surpluses ol the 
ec ntic- may nol match the needs ol the stales 
Hence ideally given ihe constituliotial 
piovisions leg.irdmg assignment ol powers 
and lunciions the proper eouisc tor a IC 
would be l(> assess Inst the revenue gap 
ol the St lies normatively in the manner 
indicated above vi/ by looking at the lax 
bases avail ible with them and esiimating 
what could be laised by making average 
citoii m the case ol individual taxes levied 
bv most Slates (or with moderate cfloit 
when 1 given tax source is nol exploited 
signilaanilv by any slate) or apply an 
overall lax ibic capacity by one ol the more 
acceptable cconometiic methods and 
detei mining the expcndilurenecdsagain by 


apiflyirtg or 4 

and see how much they would require to 
discharge their haste lunciions The next 
step would he to look at the centre's budget 
again normatively, and see what it tan transfer 
consistently with Us lequircmenis It the two 
do not match then the estimates on the states 
requirements have to be revised and the 
revenue to be'khared determined through a 
process ol iteration This is what the late D 
1 Lakdawala had suggested m one ot his 
numerous illuminating coninbutions on the 
subjee t [Lakdawala 1993] But what happens 
it neither the centre nor the states adhere to 
the norms' 

For insianie, if the centre pre-empts a 
larger sh.)rc ot the resources by raising 
them through non-sharablc channels 
referred to earlier or through deficit 
tinaiHing or by undertaking populist 
expenditure programmes on political 
expediency and the states follow suit'' 

Thanks to the new economic policy, the 
scope tor the tenire to pre-empt resources 


Tabli S Pm ( AiiiA DtvomiioN Grants and Siiarl 


St.ites 


Devolution 

Grants 


Total Transfers 



TTC 

TTC b) NPC 

TFC 

TFC by NFC 

TFC 

TFC by NFC 




Formula 


Foi inula 

- 

Fonnuia 

(II 


(2) 

(1| 

(4) 

(5) 


(6) 

17) 

1 (iu|ar.il 


18901') 

18/9 95 

20107 

84 20 


209140 

1964 15 

2 IIIIV in 1 


ISlI 81 

1571 01 

140 81 

42 60 


1652 66 

I6I16I 

t M iharishlia 


IS7S 98 

17)6 76 

104 04 

22 55 


1680 02 

1759 44 

4 Puiijah 


ISI921 

1710 10 

206 25 

85 58 


1725 48 

1795 67 

S Andhra Pradesh 

2179 88 

2250 44 

255 81 

108 02 


2615 86 

2158 45 

6 K unji tk 1 


2172 08 

201)64 

105 19 

24 46 


2277 27 

2017 88 

7 kcraU 


2418 18 

2115 54 

170 61 

199 66 


2608 78 

2515 20 

8 I mill N idu 


22I84S 

2479 26 

129 70 

17 26 


2148 15 

2516 52 

9 West Bengal 


2IK)1 SS 

2088 21 

124 41 

182 19 


2127 84 

2272 02 

10 Bihar 


2609 41 

2542 78 

151 SI 

188 15 


2761 01 

2711 24 

1 1 Madhya Prade’sh 

2221 58 

2211 19 

119 07 

21295 


2142 65 

2446 14 

12 Orissi 


2710 80 

1090 12 

284 88 

462 04 


2995 99 

1524 18 

It Ka|islhin 


2248 90 

2175 88 

251 )2 

468 64 


25(K) 22 

2844 52 

1 t Uliar Piadesh 


2126 65 

2261 14 

182 65 

277 17 


25(y) 10 

2518 11 

Ml) 


171 41 

181 24 

57 08 

142 49 


196 14 

486 94 

AVCi 


2011 15 

2061 95 

165 76 

169 22 


2177 00 

2226 97 

C \ 
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vanishing or getting restricted. The centre 
may yet expand its expenditures without 
adequate miuching eRort on the revenue 
side giving rise to tensions on the resource 
sharing with the states. So long as revenues 
now to the states on the lines assessed by 
the PC. there should be no cause for wony. 
For, in that case, the consequence of what 
the centre does to meet expenditures beyond 
what is projected by the F€ should be a 
matter for parliament to examine and not the 
states, though to the extent the centre’sbudget 
strateg) cause.s inHation and thus has an 
impact on the availability of real resources 
of the states, they could be entitled to further 
devolution as compensation. In the final 
analysis, the centre’s accountahiliiy ha.s to 
operate through parliament. 

Enforcing the accountability ol the stales 
is a different matter. Once the entitlement 
of each state is determined nonnalively (by 
assessing its revenue and expenditure on the 
basis of some norm), the states should be 
left free todo what they like wiih the amounts 
that flow to them from the centre. It is for 
the people of each state through their elected 
bodies to make sure that the tiansfers are 
used for the purposes they arc meant for, viz, 
to bring the level of basic services to an all- 
Indiaorstandard level. Unfortunately, given 
the social and political realities ol our 
country, enforcement of accountability is 
not simple. 

A fundamental reason is the absence of 
a hard budget constraint. No doubt, dental 
of access to borrowing (except theoretically) 
and strict limits of accommodation trom 
Reserve Bank should compel the states to 
follow the path of fiscal rectitude. 
Undeniably, the states arc in a much tighter 
comer than the centre insofar as resources 
are concerned. Nevertheless, the pheno¬ 
menon of revenue deficits run by many 
states year after year and the tendency to 
underlie expenditure programme which 
prima facie they cannot sustain (and this is 
true of the centre too) do not inspire 
confidence in the efficacy of the system in 
bridging the vertical gap to anyone's 
satisfaction. The slates do have a hard 
budget constraint but it docs not seem to 
be working in the right way all the lime. 
There is a universal tendency to cut capital 
expenditures, since current expenditures are 
hard to cut. Maintenance gels neglected; 
schools and colleges run without essential 
phy.steal support (bl;H.'kbo.irds. hooks and 
latoratory ingrcdicnls). hospitals go without 
medicines .md government employees 
remain unpaid. Some states have been trying 
to overcome their budget constraint by 
borrowing tiom private sources through 
corporations ow ned by them or keeping iIh' 
Nils for suppliers unpaid Uir .months. The 
sy.sicm of federal finance in India has wn 
.succeeded in preventing the deterioration of 


.-M'S’-'-' 

shiK finances ms (idctni piaoe ill 
many states. 

The TFC has blamed the bifurcation of 
budgets into plan and non-plan for much of 
the ills and has recommended setting up a 
mechanism (a committee) for monitoring 
maintenance expenditure. The fact of the 
matter is that the transfer system in the 
Indian federal finance has no effective 
mechanism to enforce accountability at any 
level. While for the centre, accountability 
has 10 be exercised by parliament, in thecase 
of the states, accountability isalmost absent 
since the bulk of the transfers are essentially 
unconditional. The TFC has introduced tax 
effort as one of the criteria for tax devolution 
with 10 per cent weight. The formula for 
allocation of Plan funds also attaches some 
weight to fiscal management. Whether these 
have any impact on the fiscal performance 
of the states is a moot point. 

One way of making the stares accountable 
for their expenditure decisions is to orient 
the transfers to meet only the very basic 
requirements of the stale governments, after 
allowing for their fiscal disabilities, and 
require them to fund expenditures over and 
above their basic obligations by raising 
revenue from their own sources - in other 
words, introducing accountability at the 
margin. 

Another way could be to rely more on 
specific purpose grants. In determining the 


qiuumim of gjn^ini^ die Fbs in htdio' 
have no doubt sought to provide specific 
purpose grants for upgradUion .of certain 
services like computerisation of treasuries, 
primary schools, girls’ education and so on 
and for special problems. But these grants 
constitute a tiny fraction of the total grams. 
In the TFC’s dispensation, grants for 
upgradation and special problems account 
for only 12.8 per cent of the total grants- 
in-aid which again forms about 9 per cent 
of the total transfers recommended for the 
reference period. 

Ever since the Eighth Commission. 
Empowered Committees at the central and 
Slate levels have been entrusted with the 
monitonng of the upgradation grams and the 
TFC has recommended the continuation of 
these committees urging the stale level 
committees to be more vigilant. But, the bulk 
of the statutory transfers made up of tax 
devolution and non-plan deficit fillers ore. 
in essence, general purpose equalisation 
grants. Conditionality violates the spirit of 
equalisation grants and, when normatively 
assessed, these grants are based on IhC 
pre.vumption that they would help the deficit 
states to bridge their budget gaps after 
providing basic services at an average level 
if they make average efforts on the revenue 
front There is no way the equalisation grants 
can be subjected to conditions that oblige the 
recipient governments to put in averageeffort 
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loraise revenue or provide the icrviccs which 
the grants-in-did are supposed to rdciliiate 
As argued above, ultimaitly, it is for the 
people of the states concerned to make then 
governments accountable lor the proper 
utilisation ol the funds devolving from the 
centre However it is not unusual tor the 
central governments in federal countnes to 
set national standards in respect ol certain 
basic public services like health, education, 
basic CIVIC taciliiies like drinking water 
supply and the federal transfers to be designcxl 
to achieve these standards In Australia, the 
specific purpose grants constitute the bulk 
of the federal transfers even though the 
vertical gap isquite large there In the Interim 
Constitution of South Africa the central 
government is empowered to set national 
standards of basic public services 
Conditional general purpose transfers mav 
^ not be acceptable in India, since they would 
* be viewed as violation ol the states 
autonomy Thisperhapsexplainsthereliance 
ot (rtecentre on centrally-sponsnicd sc hemes 
' > promote national objectives These and 
be plan grants which aie supposed lu help 
the states in Financing then plans could bo 
uyed to enforce adherence to the norms or 
aisumptions underlying the f Cs transters 
Thus, plan grants could Icgiti maiel v he m ide 
conditional on making average 1 1 \ cllort 
(eg, by levying taxes on the laim sector) 
instead of encroaching on (and thus liee 
nding) each other s tax spacc (thiough inic r 
state sales tax and octroi »n univers.il inputs 
like petroleum produets) 

It would thus appear that the 1HC s Icnets 
lor lax sharing and grams in iid do not 
reflect any awareness ol the tuiidanicnial 
weaknesses ot the inier-governmcntal lisc il 
relations in India On ihe conliaiy they no 
against someof the baste principlesol (edci.il 
tax sharing and grants e g whey the) 
rccommencl that no weight should he att iched 
toconirihution while alliKaiing the prcKceds 
ol income lax The argument advanced in 
support that Ihe c oumi y as a whole t epresenis 
a common ectinomic space and market .md 
incomes do nol originate locally eic aic 
fallacious and miss the essential purpose of 
taxation viz togciihchencliciaricsolpublic 
services provided by a governniciii to p ly 
for the gcncialiscd bcnclits according to 
ability to pay and since income is a giMid 
index ol such ability residence based 
personal income tax and to some exiciU 
business income lax should be taxable by 
the govermcnis ol luiisdiction whea they 
are located I he same logic applies lor 
taxation ot consumption It is the cons enienc c 
and economy m idministration and the 
liiCililv ot II iinioiiiv.iiion th.ii primarily 
argues tor ccnii il levs ol ihcsc taxes An 
additional considci it ion a lo enable Ihc 
centre to have .icccss lo idequate resources 
to effect equalisation .intone the states But 
Ihe primaiy laiionilc lor a gtven tax 
assignment scheme should not he lost sight 
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of The mam flaw of the 1TIC*k vertical adopted by the hfjPC been fdlftrtvdd 'tlie 
sharing proposal is the lack of a clear table also shows the difference It will be 


conceptual framework 

111 

Hori/ontai Equalisation 

The same deficiency marks the scheme ol 
allocation ol taxes and grants among the 
stales The objectives of rc'dressmg both 
vertical and horizontal imbalances would 
base been served better had the iranMers 
ordained by the TFC been guided by a clearer 
view ot what these are supposed lo achieve 
in a federal system To repeat, where the sub 
national governments do not have acci ss to 
.idequate revenues to meet their expenditure 
liabilities therehdslobeairanstcrmechanism 
whereby funds can accrue to the lower level 
governments to enable (hem to meet their 
budget gaps having regard lo iheir fiscal 
capacities and responsibilities In a country 
with sharp disparities in income levels across 
regions it is laken as axiomatic that 'edcral 
iransleis ought to be progressive While 
tins expecuiiion is miiural, the presumption 
that the transters must be progiessivc is nol 
logical 

Admiliediv by iiid large states with poor 
fiscal capaiiiy should receive more than 
others but such piogressiviiv should be 
incidental, lesuliing from their fiscal 
disadvantages and nol an end in itsell It 
IS quite possible that a stale with a relatively 
good liscdl capacity suiters from certain 
disability in terms ot higher costs ot 
pros iding SCI vices (sue h as di tlicult terrain, 
etc) whii h Its better revenue capacity does 
not lully ollscl One can also visualise a 
situation that a slate with relatively low per 
capil 1 income has a larger taxable capacity 
than one with similar income level because 
ol skewed distribution In such a situation, 
emphasis on progressivity that loo merely 
with rcicrence lo average income levels 
would be tnispidied Unfortunately ICs 
in India have tended to be persuaded by 
consideration of progressivity as such rather 
ih m trying to see how the Fiscal capacities 
can be equalised Hence, the attempt to 
introduce a host of criteria even in lax 
dcvolulion and every bC tries to do one 
better (ban its predecessor by appearing to 
be more progressive 
The 1F C too has tried to introduce new 
criteria m iis devolution lormula in order to 
improve progressivity while trying to 
simplify the system by laying down uniform 
pitiKiples tor devolving both income tax 
.ind union excises A comparison with Ihc 
loimula used by the NFC however raises 
doubt whether the results achieved have 
been worth the etiort 
Fable 4 sets oui the statewisc total 
(r.inslers recommended by the TFC 
broken up under ‘tax devolution' and 
grants along with Ihe amounts which 
would have worked out had the criteria 
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seen i hat the end result of the changes made 
in the formulae for allocation ol shared 
taxes and grants-in-aid is a diminution in 
what the high and the low income states 
would be entitled to under the NFC’s cniena 
and a fairly Ivsfty increase in that at the 
middle income and special category states 
Barring Bihar, all the other tour states in 
the low income category lose by significant 
. 111 *^ ims The gainers among the middle 
ini omc slates are Andhra Pradesh (Rs 1,903 
crure) Karnataka (Rs 1,106 crore) and 
Kerala (Rs 277 crore) 
il may well be argued that ih'e change 
sigmhes an improvcmcni because the NFC’s 
dispensation was not fair to the middle 
c alegory stales The NFC’s formulae sutlered 
troma convexity in its progression and the 
change ni.ide by the TFC seeks to correct 
this dclicicncy One may however point 
out that the coelticicnt ot variation (CV) 
in Ihe TFC s total transfers is lower than 
what marked the transters by the NFC’s 
formulae indicating a weakening of the 
rcdislnbutive elfect (Table S) ,md Ibis is 
laigely due lo the cljanges made in the 
disinbuliun lormula lor grams Overall it 
one goes by CV. the TFC s dispensation 
IS less progressive One maj aiso ask il 
progressivity is to be aimed at as a goal 
in Itself where does one stop ’ What is the 
optimum degree of progressivity ’ In order 
to imparl greater progressivity in ihe 
transfers, the TFC has measured taxable 
capacity ot the states by taking their tax 
SDP ratios (virtually disregarding other 
(actors that have a hearing on tax potential) 
but taking the square ol per c.ipiia SDPs 
as Ihc denominator instead ol simpiv SDP 
per capita One may wonder why stop with 
a power of 2 loi the denominator' 
Incidentally in judging Ihc equity ol the 
transters, special calecnrv states arc usually 
left out but Ihe dillcn n o in the per capita 
devolution lo these si itcs under the Tf C s 
awards as compaied to that lor the low 
income stales in the general category is 
much too large to be passed over as ot no 
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of the special category states is as high as 
Rs I8.300whercasforthelowincoine general 
taicgory states the average is a little over 
Rs 2,500 The unhealthy etteci ol such 
iraiisters on listal discipline does not seem 
to have received much attention from the 
1FC or the earlier commissions 
Leaving out the spec lal category states, as 
argued earlier the preoccupation with 
progressivily in the context ot federal 
transfers is a little misplaced Progressivity 
cannot be an end in itself in deciding the 
allocation ot federal funds among the 
constituent units in a federation although 
given the disparities in fiscal capacities, 
states with relatively poor revenue h.ise 
should be able to get more unless their 
disability in this regard is offset by cost 
advantages It is also nut possible to say 
how progressive a scheme of redistribution 
should be it fiscal discipline is also to 
figure as a relev,ml consideration In fact, 
the two criteria are olten conflicting 
On the late ol it the iransicjs recom 
mended by the FCs are cqu ilising As may 
be seen from Table 6 ,\s ol 1991 92 high 
and middle income stales h,iving about 50 
per cent ot the country s population account 
lor roughly 70 per cent ol the own lax 
revenue ol the states But iheir share in the 
Stales current cxpendiluies works out to nut 
more than 5g per cent ol the total rcv<Niuc 
expenditures In the case ol low income and 
special category states the share in 
expenditure is much higher than in own 
tax revenue (42 pci cent as against 28 per 
cent), clearly leflccting the beneticial clfcct 
ot the transler system It goes to the credit 
ot the TFC that in the revenue expenditures 
assessed by it lor purpose of working out 
the fiscal gap ot the slates the share ol the 
high income states gets reduced lurther 
However, the per capita rcvcnucexpendilurcs 
of governments in high income states is still 
higher than that ot the low income group 
by about 70 per cent, though this dispanty 
IS much less sharp than in their own revenue 
or SDP (the ratio ot maximum to minimum 
in per capita own revenue is in the region 
ot five and in |>cr capita SDP, it is a little 
over three) 

A sinking tc.iiure ol the dispensation of 
the TFC IS the dispanty in per capita revenue 
surpluses alter devolution Table 7 shows 
the revenue suiplus per capita tor the states 
ot the gencial category The«highcst is 
Haisana s(Rs t 649) while the lowest is that 
ot Oriss.i (Rs 0 b2) Such disparities in the 
pet capita lescnuc surplus aic nut a new 
phenomenon Rut the gap seciiis to be much 
wider under the TfC’s award than ever 
belorc (Table 7) 

It may legitimately be asked should the 
F('s iraiisleis be expected to equalise tlic 
levenuc sui pluses Puma facie the answer 
wiHild scssm to he no Alter alt, the pnmary 
iihfecti vent litc revenue transfers is to correct 


the nycil deficfbngks of th^ lo 
the levels of essential public services do not 
differ too much across regions and not to 
neutralise the differences in endowments 
The lact, however, remains that the capacity 
of a slate to provide the basic services depends 
crucially on ihcir infrastructure, physical 
and human and it the levels of public services 
are to be equalised or made comparable, 
massive investments would be required lo 
build up mlrastructurem thebac kward states 
That IS what the development programmes 
under the Five Year Plans are supposed to 
facilitate But the ability of the states to 
undertake developmental expenditures 
depends largely on the surpluses available 
on their revenue budget The main reason 
why the per capita plan outlays of the states 
vary a lot (nr/cTable 8) is that thcic are acute 
disparities among the states in the surpluses 
generated on their revenue budget Again, 
It may be argued that it is not the responsibility 
of the centre to bring about absolute equality 
in plan outlays Nor can one expect such 
parity when the endowments are unequal 
While this is true, much ot the regional 
inequalities can be reduced and ought to he 
addressed by the central authoniies (and (hat 
IS crucial for the survival of any federal 
polity) The Indian lederal system is yet to 
lind a way ot hi mging down the inequalities 
.icross regions even in the matter ol basic 
inirasiruclure bke power and roads The 
TFC has sough! lo introduce the index of 
inirastruc'ure as a criterion lor tax 
devolution with S per cent wcighiage (and 
also area’ with another 5 per cent) These 
aie obviously ol little help in placing larger 
funds with the backward slates to undertake 
the investment in infrastructure - they b.idly 
need unless their non-plan revenue budget 
generates si/cabic surpluses 
Primarily one may argue it is the 
respisnsibilily of ihe Planning Commission 
to sec that the distribution of public 
investment serves to reduce the regional 
imbal.mccs That calls for concentrating 
resources in dcve'oping the infrastructure of 
the backward regions leaving the developed 
states to look allcrthemselvcs That docs not 
seem to be possible to the extent desirable 
- and the need has acquired urgency with 
the liberalisaiion ol the economy to allow 
lrc*cr play lor mirket forces-as long .is 
federal funds keep flowing to ihc stales that 
do not need them so much The paradox ol 
stales having large predcvolution surpluses 
also gctiing si/eabic lederal funds through 
FCs iranslei came in lor cnticism Irom 
scholars like t akdawaia in the past hut with 
no appaieiit clicct 

The problem is perhaps inhcnmt in ihe 
ivescni s> stem ol lederal tlnaiice wIhtc sonw 
taxes have to be devolved compulsorily 
Nevertheless it is open to the FCs to reduce 
the shaie ol lax devofution and rely more 
on grants in the total transfers Over the 
years. Ihe proixirlion of grants in tlic total 




inui^rshatOMed tottodine. The 
tried to reverse the trend but TFC apparentty 
did not think it necessaiy logoin that Erection 
(Table 9) There is a limit to which the 
devolution formula can take care of the needs 
of the poorer states and that limit seems to 
have bran reached 

The equalising edge of the transfers is 
blunted also by the practice of using 1971 
population figures in the devolution formulae 
to determine the shares of different states 
Apparently intended to punish the fast 
breeding slates, this is a senseless way of 
enforcing demographic discipline It is a pity 
that no one in the Finance Commission or 
the Planning Commission (with the 
honourable exception of C H Hanumantha 
Rao) thought it fit to raise their voice against 
this stupid mandate 

Another factor having a bearing on inter* 
jurisdictional equity in the sharing of tax 
revenues is the phenomenon of ‘tax exporting' 
practised by the slates in the form ot central 
sales tax that is tax on inter-state sales (and 
also through octroi/cntry taxes on m^jor 
inputs like petroleum items coal and non 
ore) Recommended by thcTaxaiion Enquiry 
Commission of I95T 54 as an instrument to 
regulate tax.iiion ot inter-state trade, the 
central sales tax has .illowcd the states to 
encroach on each other siaxtcrnlory While 
all states derive si/eable revenue from this 
source, it is the relatively-advanced net 
exporters among the slates who gam at the 
cost of others No serious note appears to 
has e been taken by the TFC or its predecessors 
ol the consequences ol this practice lor the 
taxable capacity of the pimrcr states 
Questionsahout inter-state equity also arise 
when Ihe central government undertakes to y 
provide counter guarantee tor foreign 
investments flowing into some ot the slates. 
Since private investors would prefer to go 
only to states uhich arc already relatively 
better placed such counter-guarantees (evi -t 
if adjustable against other transfers) would 
lend lo accentuate the regional dispanties 
The implication ot this newly emerpng pheno¬ 
menon called for some attention from the TFC. 

The tact ol Che matter is that overseeing 
inter-junsdictional equity in revenue 
allocation in a multi-level system of 
government needs constant vigilance along 
a wide Iront Short-lived FCs like m India 
arc scarecly equipped loguardagainst inroads 
that can occur in the course of the actual 
operation ol the fiscal system Which is 
why amOngotherreasons it seems preferable 
to have a permanent body with strong 
tec hmcal support to adjudicate the al location 
ol resources among dillcrent levels so that 
harmony m iiiler-govcrnnK?nial relations does 
not gel derailed by default 

COMI I DINI. COSIMI STS 

The expericiKC o' the last lour decades 
shows that the system ot lederal transfers 
in India while providing a mechanism for 
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itUdresktng the vertiial and horizontal 
imbalances significantly has tun almost 
into a dead end primarily because of two 
faclorii (t) the approach ol the PCs in 
tackling the tasks set tor them and (ii) the 
dichotomy between plan and non-plan 
segments ol the government budgets For 
all the sophistication in the devolution 
formulae the translers have resulted in 
jH'oviding the relatively better placed 
slates with surpluses tor development 
expenditures on a much larger scale than 
those who need the lunds more It is 
iherelore noi surpiising that regional 
ine(|ualilics not only m per capita incomes 
but even public sci vices persist On the 
other hand rc \ s nue accounts ol both centre 
and the si lUs irc suitering Irom iculc 
chioniL iinb.ilance Correction ol the 
siludlion calls for a rcsirucluring ol the 
poMcrs and lunctions ol the centre and the 
stales towards lessening ol centre s 
involvcnieni in iciiviiies which belong 


nuire to the states Federal irahsiers should 
locus mainly on redressing the liscal 
disability ol the poorer states 
It IS also necessary to take a Iresh Uxik 
at the respective roles ol the FC and the 
Planning Commission This has become all 
the more necessary with delicenstng nt 
industries and the likely accentuation ol 
regional inequalities The Tl ( was right in 
pointing to the plan revenue expcndilure as 
a major taclor in the revenue cJeliciis The 
country needs a debate on how the inter 
governmental fiscal relations should be 
testruciured in the new ciisiionment The 
initiative taken by Ouhan dWS) lowards 
this end is thus to be wilconied One only 
hopes that m.iiiv mote \cill loinindclibcialing 
on xchai should tx done 

Note 

(The author uisIks io thank Sujata Dulla lor 
slalislical coinpulalions inJ K Piraiiisswaran lor 
SLcrelarial help ) 



laxaiion is lo proc<«l on the twitefit principle, 
govcminenis providing public services should 
he able to recover the costs from ihe 
beticliciarics and therefore, tower level 
governments should have the powers to levy 
a residence base non-progressive income tax 
IMcLurc I99SJ This jusliFies the assignment 
of taxes on professions, trades and callings to 
Ihe Slates The innsiituiional limit of RsJ Sno 
however greatly reduces the potential ol Ihe lax 
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The experience ofKetula ihom that the conditions of life of the people can be improved even at low levels of economic 
development through appropriate public action for social provisioning and redistribution The mass of Indian people do 
not have to necessarily sunt for an indefinite future for the hump of economic growth to be crossed for schooling, house 
sites, primary health care, food at fair prices and so on 

The contemporary crisis that Kerala faces, nevertheless, underlines the limitations of what can be achieved withm the 
present system It also shows that in the absence of economic growth it is difficult to sustain, much less expand, weffitre 
gams The challenge is to enlist the increased political consciousness and organised strength of the people as an instrument 
to accelerate economic growth in a democratic fashion Correctives to the various distortions in the social and cultural 
areas are also required 

From the dialogue at last year's International Congress on Kerala Studies certain broad perspectives emerged, though 


some important questions were indeed 

KERALA has been in national and interna¬ 
tional attention torsuccesssiul performance 
in key areas of human development, partic¬ 
ularly education, health and social welfare 
measures Kerala’s experience shows that 
conditions of life of the people can be 
improved even at a low level of economic 
growth through different forms of public 
action What is not so well known, however, 

IS the grave crisis that has characterised the 
state dunng the past two decades The spheres 
of employment and matenal pioduction have 
been in the gnp of stagnation All around 
there have emerged visible signs of iilecay, 
resurgence of casteism and communalism 
and a virtual political stalemate with the left 
failing to effect a decisive bicakthrough, 
degeneration of popular culture and so on 
Even the much acclaimed pi ogress m ed¬ 
ucation and health looks vulnerable There 
IS a growing feeling that a new agenda 
responsive to the changed reality needs to 
be drawn up, so that the new c hallenges can 
be met, the progressive heritage preserved 
and the cultural and material life of the 
people further improved 

The response to the initiative of AKG 
Centre for Research and Studies, 
Thiruvananihapuram, to bring together schol¬ 
ars from different disciplines in the broad 
area of Kerala studies and concerned socio¬ 
political activists in an International Con¬ 
gress (August 27-29, 1994) was overwhelm¬ 
ing Perhaps such an initiative had indeed 
been long overdue Around 1,600 persons 
(nearly 700 being academic scholars from 
more than two dozen disciplines) attended 
the Congress There were participants from 
23 countries other than India and nearly all 
the major sutes in India Over 600 papers 
were presented and discussed in 66 technical 
seminars and six symposia Altogether 170 
hours of discussions took place in 17 venues 
of the Congress 

No attempt is made here to undertake a 
comprehensive survey of all the papers 
presented at the Congress Our eTfortls only 
a selective reading ot presentations around 


left open and unconcluded 

certain major connected themes — Kerala's 
development expenence, the contemporary 
crisis and new initiatives — that one can 
discern in the proceedmgs 

Kerala’s development exepnence has come 
to be summed up in acommonly used phrase, 
’Kerala Model' A considerable number of 
papers presented at the Congress mentioned 
this term in a bewildering variety of notions, 
some in explicitly normative terms As a 
result, a growing discomfort with the con 
cept was discernible' The broad ideological 
approaches with regard to the concept that 
were expressed in discussions are analysed 
in Section I followed by an analysis of the 
problems of contemporary economic stag¬ 
nation and socio-political challenges in 
Section II 

The Congress was not expected to come 
up with an action plan and clear-cut con¬ 
clusions It was to be an open and democratic 
dialogue with the widest participation. Even 
the normal piactiCe of an individua] deliv¬ 
ering the valedictory addresstat tbeoowhi- 
aion of the conference was daat away with 
and, instead, a panel of experts of divergent 
persuasions was asked to sum up what the 
Congress meant to them Therefore, our 
discussion emphasising the importance of 
production and producUvity (Section IV), a 
new development strategy (Section V), 
reassessment of educational and health 
policies (Section VI), importance of 
decentralisation (Section VII), need for die 
left to enter into dialogue with believers 
without compromising with casteism and 
communalism (Sections VIII and IX) and 
the gender question (Section X) should not 
be taken as an exhaushve agenda for future 
or a consensus reached by the Congresa. At 
best, they may be termed as the emerging 
perspectives, as read by the authors. 

I 

KenU Model 

Kerala’s development expenence ques¬ 
tions a widely held paradigm, first agncul- 
ture and industry have to develop and then. 


in due course, improvement in die stndani 
of living of the masses would take place, h 
IS this histoncal sequencing of economit: 
growth and mass welfare sancofted by tbs 
expenence of developed countnes that h 
being challenged by Kerala One of the 
relatively economically backward states in 
India with per capita domestic productkib 
consistently below the nauonal average; 
Kerala has been able to provide for the bade 
needs of most of its citizens This is revealed 
by comparative indicators of health, educt^ 
tion and demographic transition ’ A compo» 
lie index of quality of life taking into accoon 
vanous factors placed Kerala far above tifp 
general situation prevailing not only in Imba 
but also in most parts of the thnd wodtti’ 
These average indicators hide the expd* 
nence of communiues that have been lett 
out of the development process such as the 
fisherfolkandthetnbals Ammdierofpsfieit 
sought to discuss such ’oudiers’ Miherdfan 
‘the central tendency' There were sepanhe 
sessions devoted to the status and probkim 
of tnbals and those of the fisherfolk and aim 
a session ‘profiling poverty’ among stone 
breakers, coir workers, Tamil migrants, etc. 
It was argued that the Kerala miracle had 
bypassed agnculturallabouieis too Thedayt 
of employment for agncultural labouren 
had continued to shrink, adversely affectifig 
their earnings * However, there were other 
papers which indicated that even though the 
relative backwardness of dalits perusted, 
their situation was relatively supenor to tto 
m the rest of India,* there was significmt 
occupational mobility in terms of job diver¬ 
sification and aspirations* and the gap in 
terms of development indicaton was ra|ddly 
naiTOwing within Kerda.* 

The factors which hindered puMic action 
for ’capacity building’ among the fisherfolk 
commumty were discussed in an inteieaditg 
paper.' Caught in a peculiar matrix of socio¬ 
political factors there was no active demand 
from below from the commumty Thustha 
exceptions to the general societal tendcnciol 
in Kerala only underlines the active rDl»<Sijr< 

19SO 


Weekly August 5-12, 1995 


poepic in clcmandirtg fhe iupply or 
r*?V development services and moniiorinp their 
efteciivc iniplcinentation 
It IS precisely this active role of the masses 
in dcmaiiJing rodisinbuiive (lolicies oi di¬ 
rectly pursuing such goals themselves that 
IS being Ignored by two opposing ideolog¬ 
ical appraiKhcs to the Kerala model those 
who hail It as the ide.il i he ip model and 
those svho ujcct It ,is Vet aiioihei,disloricd 
outcome ol neo colonial dcnelopmciit 

It has been aigiicd by the Inst school that 
Kernia h is sncicedcd in acini, ving a qualilv 
ot life ne II l> coinp irable to ihe developed 
countries it a iiiuch lower level ot resouicc 
coiisumpiinii ' ce Keiala has been hailed 
as the the best sin' niabihlv model No 
other large 'ilalion on c nth ailcqii iiely 
meets the icc|uiic 's sm ||| lamihesiom- 
bincd with modest coiisuiiipiion ' Another 
variant ol this approach hails Keiala is a 
short-cut to development vvlicie i|ualiiy ot 
life can be impioved wii'ami econoniic 
growth or social change I Inis Kcr.ila be¬ 
comes an ideal cln ip .laidcl ot develop 
mcni' 

iSc woiidei m Ills opeiiina .iddiess I M 
S NambvHidirip id made a rcquesi not to let 
“the piaise dial schoi.iis sliowei on Kci ila 
lor Its atliievemeiiis diveii iiienlion liom 
the intense economic crisis dial we laee We 
arc behind oihci stales ol India in respect 
ol economic giowili and a soluiioii to this 
crisis brooks no tielav We c in ignore our 
backwaidnessmies|Kctol cinploymeni ind 
production onlv at oui own peril " 

Partly, as a re.iciion to die ideahsine ol 
the present state oi illairs dicic li n nscii 
a tendene v to deiiigiaie Ihc ae liicve menis ol 
Kerala m ihe social sectors Aliein.nive 
indices ol development, takiii" mio consid 
eration pci capita income nneinplovment 
and other mdiiatoi sot econoniii h ickw.ird 
ness show Keiala sli|ipmg sli iipiv down m 
the rank ordci ol developiiicni ' Mils poi 
trays Keiala .is .1 eiowibless i.mdcl Itni die 
paradox vd Keiala s exjvneiu e lies pn i ise 
ly in achieving a lel.ilivelv liieh qu diiv ol 
lifcatalow level ot economic Jcvelopnienl 
Low ecoiioiinc devciopincia is iioiniillv 
aSMKialed wuh low qualiis el ide \ kev 
question is d the people ol Kci da ne 
worse oil because iliev had Ixiici cdiic iiion 
and health An alliim.itise .insvvci to die 
above qucsiion implicUly .icv pis dial dicie 
isan tnlierem tiadc-oll between eiowdi nid 
equity 

The logical cxlieme ol iIk above aicu- 
ment is the eondemii.iiioii oi Keiala s ed¬ 
ucational and he.ildi developmeiil is yet 
anolhei v.inani ol die uiiJeuIevelopnieiil 
par.idigm undii lolomil an.' luo ndnni.il 
conditions " Ihe ionimtii.i ilis.nion ot i" 
ncullurc and development ot iIk iiiodvin 
Kerala eeonomv look ph.i nadei eolniii.d 
eondltHMis in i.spinse lo l.neilv evuinal 
impulses " Ihe development ol the eilnta- 


tio»aIandheaiI{.Wora.'iiPPK^r 

«c, were but yet another ctembm of the 
above process The result has been that 
Kerala tod.iy is not only an exporter of 
raw materials hut also ol educated man¬ 
power I he briel period ol the World Bank s 
llirtation with the Kerala Model is ollcn 
depicted as the tinal conUrmation ot Ihc 
apparently imperialist design Discussion at 
this lunciuic assumes a conspiratorial over- 
lone '' 

The colonial mtegi.ition and consequent 
undeidevelupment was a worldwide phe¬ 
nomenon hut not manv regions in the un- 
dcrdcvclofxid woi Id ex perieneed progress in 
social see tors as m Ker.ila Only a viewpoim 
that takes people as p issivc victims ot im- 
(leriahsm can miss the struggle ol Ihe people 
lot improving then socKilconditionsandihc 
underlying politics ol improvement in social 
indicators It is m this context that the history 
ol peoples snuggles and conscious genera¬ 
tion ol demand Irom below as the piiine 
moverot social seclordevelopment becomes 
relevant 

11 

Making of the Model 

It IS likely th it Kerala s literacy tradition 
predates modem polilical dcvciopmcnl 
Available evidence Itoin Iasi ccniury indi¬ 
cates relaiivcly high r.iics ol literacy for the 
dillcreniconsiiiueiiisot picsent-day Kerala 
ll must he .idmillcd llial oui knowledge ot 
pic-ccilonial Keial.iisextremely sc.tniy The 
spccitic teaiiiics(It the pre-colonial .igraiun 
society active iiaJe links wilh loieign 
counines uul Ituc'dhisi ti.ichiionsinthcsi.itc 
aresdineol ilx lac lot ihil h.ive lo he laken 
inlo coiisidciatioM ' llieie is a eiowine 
ccinsensiis lod i) ili ii ihe developmenis in 
the ISth centiiiv coiisiiiim m impdiiani 
turning pdiiii ' Ihc cciiiuiv witnessed a 
pidcess dl pdliiical cciiti.ihsatioii tmdei 
pdvceiliil nidii.ircliivs Ihc emergence ol 
centriliseil nioiiiichv vc.is disrupted in 
MalaKii In ilu sdiiili in Ihe context ol 
resiiictmg liii |s>\vci oi local barons, the 
moiuichics built lip III .ilieiiiative pov er 
b.isc on the s|) ICC ol III illiaiicc with the 
middle Ic V c I ol igi.ii i.iii ,111.1 social liicr,iiiliv 
consisting miiiilv ol tenant cultivators 
ailisans iradcis etc ' \s a result vve Imd 
Ihe moil iiclis Ml I liiiiiviili.iiiisoieholhasan 
indepclulciil povv. .u.d uiiclci the Biilisli 
paiaiiiouiiicv III.iiiicil lo v.iiKuis me.isures 
stich as |iiiipiici.uv lights lo Ihe tenants in 
govemmeiii l.nicls o|K-niim waste-lands tor 
culliv.itioii Hill so.Ill vvInch weiebeneluial 
to Ihe .iIkivc .11 ii.i IIk . sisps accelei.iled 

th. piocessoi comiiiciciahsatioii ol aencul 

ti. i The evpaiisioii ol .ommerce and 
inocicimsanoii ol i.hiiimsiiaiion incieascd 
the deni.uid lot cilu..iicd personnel The 
govcriinieiii iiiin.iiivcs m iiiicl-l9ih century 
like msiitulnig gianis-m .ltd to luvn-govcrn- 



context. 


The proccu of commercialisation and 
modernisation gave nsc to a new middle 
social strata ot commencal farmers, traders, 
petty industrialists and professionals These 
strata were emerging from middle castes and' 
communities like Syrian Chnstians and 
Ezhavas who were belter placed to make use 
ol the emerging opportunities in terms ot 
their inheritance system, occupational di- 
veisity and links with the growth pole sec¬ 
tors The economic advances that these caste 
and communities could make did not coin¬ 
cide wuh Ihcir social status This was Ihe 
context ol Ihc emergence ot socio-rcligious 
movements lo reform Ihc vanous tiste and 
community customs and ntuals and m the 
case of Ihc avarna' castes and communities 
to light .igainst upper caste domination 
Variousrclorm-oncnicdintcrprelalionsot 
texts, rituals and customs arose Most sig- 
ni I leant among ihcm was that ot Sree 
Narayana Guru who enjoined upon his 
lollowers to sirengihen thiough organisa¬ 
tion and liberate Ihroiigh education" Ihc 
upper castes, paiticularly the Nairs, were 
also forced into the relorm stream due to Ihc 
threat from the Syrian Chi i P ins and E/havas 
Irom below and the nun Malayalce Brah¬ 
mins Irom above who monopolised the upper 
ec hclons ol the bureaucracy Education was 
the watchword ’ ot these movements as a 
ladder tor upward social mubilily tor (he 
lowerc.isies and loi scit-prcservalion lor the 
upper c<istcs in the last changing world 
Moreover and movi imporlantly Ihe com- 
inunily h.iscd oig.misaiuins themselves 
competed wuh e.ich other to lound insiiiu- 
(lons wuh or withoui government iid lo 
cater to the demand generated by ihe vocio 
reli'jious iiiosemcnis Temple entry was 
pK.eded toi decades by ihe demand lor 
III. light loeniei schools Irom c.isies lowest 
in Ihe prcv.uliiig hierarchy The histone 
call ol Ayv.iiik.ili ' the Pulaya leader oi 
rhiruviih imkoor to agricultural labourers 
lor an mdctinilc hoycolt of agricultural 
oper.Uions was for the right lor education 
The models ol new schools and hospitals 
were the contrihuiion ol missionaiies lor 
whom Ihe seivices m sectors like education 
and lie.ilth were pail and parcel ol their 
proselytising eltoiis I hey were forced by 
(he diciales ol their mvcilveineni to cater 
mainly to ihe margiii.ilised sections " 

The I ole played by the demand I lum below 
in ihe spread ol educMtionl lacilUios is most 
di.iiiuiually exhihiied it one cumparcs the 
widening lilei.icy r.ite diltereiuial between 
M.ilahar and I hiruvithamkour throughout 
Ihe coloni.il pcriiHi The changes brought 
about in .igr.inan rcl.uions in southern Kerala 
lacilujied taster commerci.ilisaliun of agn- 
culiure .ind the emergence ot relatively 
siiongei new middle classes m southern 
Kerala when compared lo the north The 


1W4 


Economic and Poirthial 



rigb», 


While under colonidi impact the indigenous 
educational system largely crumbled in 
Malabar, it got a new lease of life in the 
south 

However, by 1930s and 40 n the first stage 
of the Kerala renaissance’** led by the great 
socio-religious reform movements had run 
out of steam and the energy tor continuation 
of the renaissance traditions came from a 
new source the socialist and communist 
tendencies that had crystallised within the 
national movement in Malabar The class 
and mass organisations built up by the left 
attempted to organise people on the basis 
ot their economic demands centred around 
wages and land In Malabarthey translormed 
the tenancy Ietorm movement dominated by 
the upper peasantry into a movement tor 
comprehensive agrarian reloims I his slo¬ 
gan h.id lavourabic reverbei.itums in south 
ern Kerala too At the same time thev carried 
forward the demands lor basic siKial servic 
es and justice Ne wspapci s and journals were 
central to their campaigns the local village 
library was the centic ol nitionilist 
organisation andtheschoolic ichci vv isthc 
political mentor ol the local communiiv ^ 
The anti caste campaign was .in impoii int 
element ot the left nation ilisi leciul.i and 
an im|K)ilant element ol the mobilis.ition 
strategy as in the case ol agricultural 
labourers in Kulian.id *' By the evy of 
independence the lell had risen to the le id- 
ershipot the national movement in Malabar 
ThePunn ipra Vayalaratinedupiisinghelped 
the left to use to a hegemonic position in 
sciuthein Keiah also These sei the back 
giound tor r.ipid advance ol leli political 
loices 111 the l9S0s and the I'tCOs The Icit 
governments in Kerala became inipoit.int 
nodal points in ihc piocess ol expansion ot 
the social sectois and wellaic measuies'* 

An important .ichievemeni that needs to 
be specially mentioned was the setting up 
of a comprehensive public distribution 
system a dues t outcome ot the loud strug¬ 
gles ol the mid-60s Rationing had been 
introduced during the food lamincol the war 
period Right Irom its inception rationing 
in Kerala was chaiacteiised hv a high level 
ot popular inictvcnlion and moniioiing 
Vanous social security measuies also came 
to bcmili.ilcd during the post independence 
period 

An iinportani stiuctural relorm that gen¬ 
erated demands for social set \ ices has been 
theimplementatioiintthclandieloiiiis Land 
reforms were thee uliiimaiion ol ,i knie liisioi) 
orpeasantmohilisaitonliomilic* I9t0s I and 
reforms in Kerala have had iii.mv limita¬ 
tions, most impoitant being the lailuie to 
implement the land ceiling clause .md the 
exemption that wus given to plam.iiions 
Yet land lelonns brought about a lund.iincn- 
tal change in ruial societv. particularly in 


parasitic claimant to the sutpids, and agri¬ 
cultural labourers receiving ownership and 
security of residence in hutment land " It 
is significant that the gap between northern 
and southern Kerala in terms ot social sector 
development began to narrow during the 
post-independcnce period The catching up 
process ot die north has been remarkably 
rapid since the implementation ot land re¬ 
forms 

It IS possible to document the social in¬ 
termediation * involved in the generation of 
demand lor and supply ot health services as 
in the case ot education Thcsocio religious 
movements laid special emphasis upon 
personal and soc lal hygiene Literacy, par 
ticularly women s literacy was the key 
variable in ihc improvement ol the health 
status ol the people It is not possible yet 
to pinpoint the precise lactors responsible 
tor the remaikible expansion ot tcmalc 
literacy in Kci.ila Most significantly there 
never has been a case ol any organised 
opposition to female education 1 he strong 
traditions ol inatnltny mav have also con¬ 
tributed to the piogrcssive atliiiulc to wom¬ 
en s education 

The story will not be lompicte without 
mentioning Ihc c I loci ot the setllcincnt p ittcni 
lot which a scpai.ilc session w.is devoted in 
the Congress I he seitlciiKiit p.iitun being 
dispersed and lincai with high density ol 
population resulting iiuongrcgationol l.arge 
villages and smill towns had helped the 
delivery ol institutionalised and non 
institutionaliscJ public scivices The num 
her ot hcneln .1 irics and ihcir .icccssihihty 
increases as innspoit .md communication 
facilities incK. ISC The riirii urban coniin 
uum ot Kci il 1 s sp.iiial oidciing has lacil 
itated inoic uinloiin dispersal ot social 
intrastiuctui il I icililies ' 
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Economic Stagnation 

In the latici halt ot the I97()s as the 
achievements ol Kerala in quality ol life 
began to receive iiUcinalional admiration, 
the model itsdl was slipping into a m^or 
crisis " It was all pervasive bui ns most 
important consiiiucni w.is the scscrc stag 
nation in the spheres ot mateiial production, 
soaring uncinploymeni acute fiscal crisis 
and erosion ol sustainability ot the social 
wcllare expenditures Therclorc the locus of 
discussion at the Congiess was inoic on Ihc 
contemporary crisis and the possible solu¬ 
tions rather tliaii on the much acclaimed 
achievements of the past 

Kerala is one ot the states that did not 
share in the icccleratnm ot the national 
economy lioni ihc late 1970s Noi only was 
the giowih I ale ol SDP iiiarkedl v lower than 
the national ivciage but it was also signt- 


achieve ouitng (he deca<)e.’‘11iK 
greatest reversal was in the agrarian sector 
where expectations had been raised by the 
successful implementation of land reforms. 
However, the production of almost all m^or 
crops with the exception of rubber suffered 
an absolute decline between 1975-76 and 
1986-87 Coconut output declined despite 
expansion in area On the other hand, the 
marginal increase m productivity of paddy 
was not sufticicnt to compensate for the 
sharp decline in the area under paddy due 
to shift in the cropping pattern With only 
2S per cent of the area under paddy the 
dependence ol Ihc region on toodgrains from 
outside increased sharply 
it IS now evident that the seventy of 
agricultural stagnation has been exaggerat¬ 
ed by (he gestation lags involved in the 
produciion cycle ol perennial crops like 
coconut and rubber in favour ot which an 
accelerated shift in cropping pattern has 
been taking place since the mid-70s ’’There 
has been a remarkable recovery in agncul- 
tural growth since (he late 1980s largely due 
to the newly planted areas becoming pro¬ 
ductive But two caveats may be entered (I) 
PrvxJuctivity ot individual crops in Kerala 
IS significantly lower than that in competing 
regions or countries (2) The new agncul- 
tural policies that are being implemented as 
a pai I oMhc structural adjustment programme 
ihreaien to rein in the upward swing of the 
agricultural production cycle While the 
increase in tcililiscr prices has tended to 
push up Ihc cosi ot cultivation in the pre¬ 
dominantly potassium/phosphate fertiliser 
region the liberalisation of impons threat¬ 
ens rubber and coconut prices* 

Similarly, industrial performance from the 
mid 7()s has also been dismal Performance 
did improve tor a hriet penod in the latter 
halt ot the 1980s But since (he advent of 
(he new economic policies, (he industrial 
sector has slipped back into a severe reces¬ 
sion wiih output declining at -I 14 percent 
per annum As a result the share of the 
manufacturing sector in the state domestic 
prcxluct has tended to decline ” 

The traditional industnes ol Kerala like 
coir cashew and handloom have been in the 
throes ol a crisis due to scarcity and escala¬ 
tion ot prices ot raw matenals and increased 
compctiiion in the product markets either 
from cheaper pioduction outside Kerala or 
substitute products Employment and output 
in ihcsc industnes have been declining" 
Performance ot the small-scale sector has 
been poor when compared to the rest of 
India, with a higher level ol sickness, smaller 
si/c of units, lack ot diversification and slow 
growth ” Investment in modern large-scale 
sector has been lar Irom satislaclory with 
Kerala’s share in i-cniral public sector in¬ 
vestment declining to an .ill lime low ot I t 
per cent in 1992 91 and the larger business 
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state 

Stagnation of the agricultural and indus¬ 
trial sectors has aggravated the unemploy¬ 
ment situation in the state The open unem¬ 
ployment rate i\ around three times the 
national average " Despite the high unem¬ 
ployment level the state also cxpcrienics 
acute labour scarcity in many traditional 
occupations as job expectations tend lo rise 
with education and the educated tend to 
withdraw from low status jobs At the same 
tiiTM, due to the prolonged wailing peruxt 
involved in getting a Inrmal sec tor job many 
educated unemployed seek employment in 
the new inlor~>il sectors which otter no 
secunty or tair wage but are nearer to their 
perceived •■>“‘<'rve job status Thus despite 
widespread uni "•sation — a well known 
feature of Kerala — new inlormal sectors 
keep appearing Pursuit ot higher qualifica¬ 
tion has been another adjustment mecha¬ 
nism during the wailing p>*riod for format 
sector employ ment as the higher degree tends 
to raise the piobabil"^ ,t getting some 
emplovn-- .icvenifitisnon commensurate 
w..*' die qualification Thus another para¬ 
dox demand lor degrees continues to rise 
despite high unemployment among the 
educated 

The economic crisis has been c amoullaged 
by the inflow ot remittances from the Gulf 
region Fortunately for Kerala the migra 
tion to the Gull began to pick up from mid- 
70s — precisely the penod when the down¬ 
ward trend in the regional economy became 
visible At the peak the remittance intlows 
constnuted as much as a quarter of the state 
domestic product With the iiu luston ot the 
remittances, per capita income in Kerala 
would be higher than the national average 
As a result, the phase of economic stagnation 
witnessed a remarkable impiovement in the 
consumption standard in the state There 
was also remarkable improvement in the 
asset position of rural households during the 
same period Construction activities also 
boomed The demand tor consumption and 
construction goods was largely met through 
inter-state import Asaresult Ihetradedeticit 
of the state ballooned and in 1980 81 was 
estimated to be as high as 24 per cent ol the 
SDP “ Apart from the import leakage direct 
outflow ot financial savings through bank¬ 
ing and other charnels tended to depress the 
linkage effect of remittances w ithin the state 
While there has been a sharp increase in 
bank deposits, the credit deposit ratio has 
steadily declined to 43 per cent in 1994 ^ 
There was effective demand the financial 
resources were no constraint but the pro¬ 
ductive sectors remained stagnant 
The picture would be incomplete without 
a reference to the acute fiscal crisis ol the 
state governmentThe revenue account 
deficit has been rising from 5 per cent in 
1985-86 to 16 5 per cent in 1994 9S The 


main reason ibrHie 

refusal of successive flniuiibft ^jiNHisskMlii 
to take cognisance of the hi^r butden of 
recurring expenditure on the state due to its 
past investment pattern emphasising the 
social sectors The failure to generate suf¬ 
ficient budgetary surplus has been reflected 
in the low per capita plan outlay of the state 
The fiscal crisis ol the stale was aggravated 
under the new policy regime ol the central 
government Given the popular resistance, 
the state government is forced to bear the 
burden ol subsidv reduction in sectors like 
public distribution As a result, the ability 
ot the stale to sustain its much acclaimed 
social expenditures has already been severe 
ly compromised Kerala has earned the 
dubious distinction ol being the only stale 
in India whose real social expenditure has 
decreased dunng 1983-86/1991 92 penod 
compared to the decade 1974-75/1984-85 ” 
The public distnbution system is also being 
undermined, threatening food secunty of 
the state ” 


IV 

Reorientation of Mass Movements 

The economic stagnation paved the way 
for an ideological backlash against the Left 
The dominance ol the Lett in the stale was 
alleged to be the stumbling block for eco¬ 
nomic progress Trade unions and stnkes for 
higher wages were blamed tor the economic 
retardation, land reforms tor agricultural 
stagnation, education for high unemploy¬ 
ment and social welfare expenditure for the 
fiscal crisis Equity in Kerala it was argued 
was achieved at the cost of future economic 
progress File rigidities in the labour market 
and the political climate tn the state discour¬ 
aged investment Dismamlingot the welfare 
structures removal ot labour market ngid- 
ities caused by legislation and trade unions, 
removal ot resiriciions on changes in the 
cropping pattern elimination of land ceil¬ 
ings, privatisation ol social sector services 
and reduction in social welfare expenditures 
constitute the main elements of the emerging 
nghiist perspective Even some erstwhile 
liberals seem to argue that the Left in Kerala, 
whatever its achievements in the past in the 
shpere ol distribution has lo make way lor 
new social forces that would launch the state 
on a trajectory ol accelerated economic 
growth 

The very same economic stagnation that 
has been tuclling the backlash has also been 
undermining the unity and the progress of 
the people’s movements Thus tor example, 
scarcity of employment opportunities con¬ 
verted reservations for daliis and backward 
castes, a tradition dating back to pre-inde¬ 
pendence days, into a hotly contested issue 
and a cause tor casieist mobilisation Sim¬ 
ilarly, the stagnation of productivity is a 
major lacior in tl\e accentuation ol the conflict 



An important feature of production rria- 
tions in Kerala is the relatively high prev¬ 
alence of petty production. Eighty per cent 
of the landholders have leu than half a 
hectafe, the average size being less than 30 
cents" Within the manufactunng sector, 
household units have tended to decline in 
the recent decades But rather than the fac¬ 
tory sector It IS the share of the non-house¬ 
hold and non-factory small units which hu 
been increasing " An impoitam feature of 
these petty production units is the high 
incidence of wage labour In agncullure, 
even marginal landholders employ wage 
labour This is because small landholders, 
who cannot expect to make a living from 
their land often tend to seek wage or self- 
employment in the non-agncultural sector" 
Non-agncultural employment accounts for 
around 45 per cent of the workforce in the 
rural areas 

Given the peculiar production relations, 
the growth of militant unions of agricultural 
labourers and labourers in small-scale indus¬ 
trial umts tended to alienate from the Left 
the large body of petty owners, many of 
whom may well be employees in the non- 
agncultural sector Suspicions of such a 
process surfaced within Leftist circles 
while reviewing the 1978 electoral debacle 
when the LDF lost heavily in its traditional 
strongholds of Palakkad and Alappuzha ’* 
These two distncts had witnessed the mili¬ 
tant upsurge of agnculturai labourers from 
the middle 60s It was evident that a large 
number of farmers who had gained land 
under the land reforms had shifted alle¬ 
giance Attempts lo restnet excessive' 
demands directed against small farmers 
created resentment among the agnculturai 
labourers 

Demand lor remunerative pnccs became 
the main slogan for uniting agnculturai 
labourers and farmers But with the pnees 
of Kerala s crops being set in the national 
and international markets elleciive inter¬ 
vention in price iormation had severe lim 
nations It IS in this context that the question 
ot productivity becomes relevant" From 
the point ot view ot the in ome ot the petty 
producer how much is produced is as 
important as the pnee received It is only 
through sustained increase in productivity 
that the demands lor higher wages can be 
realised in the long run Increase in real 
wages at a laster rate than increase in pro¬ 
ductivity. as IS the situation in Kerala’s agri¬ 
culture and traditional industries, would 
result in a reduction in employment" The 
tarmers have shifted tolcs^abour-intensivc 
crops or lett their lands tallow The response 
in traditional industries to the wage increase 
has bc^n varied—decemralisalion ol produc 
tioii into smaller units where trade uniotiv 
are 'nellccttve, adoption ol labour displac 
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boutinj^sUtes where wages are tow.'* 
The sessions on agrarian and trade anion 
movements reflected a keen awareness ot 
the above situation In fact the two sets of 
issues that figure prominently in the papers 
deali ng with contemporary agrari an and trade 
union movements were (a) the implications 
of the new economic policies and the par¬ 
amount need to mobilise the widest sections 
for resistance and (b) issues relaied to stag¬ 
nation in productivity and its consequences 
for employment, leal earnings and unity ot 
the working people Apad Ironi contempo 
rary issues, the locus was also on the his 
toncal evolution of these movements The 
close links that these movements had with 


the larger socio political cuiicnts particu¬ 
larly the national mosement emerged from 
the papers As a result these movements 
were not bound by narrow economism but 
were imbued with a wide pcispcctivc, a 
feature that had significant inlluencc on the 
socio-political evolution of modem Kerala 

The vibiant civil society in Kciala has 
facilitated the emergence and suivival ol a 
large number ot cultuial mocements and 
groups which do not have diicci political 
affiliation There was a sepaiale session 
devoted to such movements The oldest and 
perhaps the ric best ot this tradition has been 
the libraiy movementfhcie were a num 
ber ot papers that analysed the cxjiciience 
ot the populai science iiioseinciit Kci.ila 
Sastra Sahitya Paiishath (KSSP) *' The lit 
eracy movement also diew the attention of 
a number ol scholarsMany ol these 
movements and gioups addicss issues and 
problems that have not received adequate 
attention by the I eft in Kerala and there 
fore, at times have proved to lie controver¬ 
sial ,Somc ot the developmental initiatives 
of these movements like litci icy lesource 
mapping, village level planning, etc, have 
pointed to the untapped potential ol IcKal 
level human and natural resouices to accel¬ 
erate the developmental and dcmocraii sation 
process 

It IS the consciousness and struggles ot the 
masses and not the manipulations ot the 
politicians that will ultimately dctei mine the 
issues in the political domain 1 he sessions 
on ‘Contemporary Politics’ and ‘Ixssonsof 
the History ol the Lett Movement in Kerala’ 
drew attention to the above crucial link It 
was noted that the left movement in Keiala 
had entered a phase ot relative stagnation 
from around the mid-70s with its electoral 
support still around the peak reached in 
1961, approximately 40 per cent A major 
barrier to the advance ot the Left dunng the 
1970s was thcdr.umty among the Left parties, 
which has now been overcome From the 
1980s, all the Left parties as well as some 
of the secular opposition panics have been 
united under the Left £>emucratic Front 
(LDF) wb^h, despite its vaiious problems. 


*ed to be »j 
was pointed out that the Left needs to make 
a reassessment of the changes in the objec¬ 
tive conditions m Kerala economy and 
society Paiiiciilarly the following points 
were mentioned the nature of agranan 
question in ihe post-land reforms phase, the 
massive inflow of remittances and its socio¬ 
economic consequences, expansion of ed¬ 
ucation and Its mipact on labour supply 
conditions and the legional implications ol 
structural adjustment programme On the 
basis ol such iic.issessment the Left needs 
to draw up a new aecnda that is moie re 
sponsivc to the ch.inged reality ot contem 
porary Kerala 


V 

Towards a New Development 
Strategy 

Nearly two do/cn sessions dealing with 
agncultur il and ml i astructurai development 
technologic il choice and environmental 
sustainability mempted to evaluate the 
present giowih sii.itegy and tormulatc alter 
native appiouhes Beloic we survey their 
bioad findings the question ot the feasibil¬ 
ity of such altcinatives has to be settled To 
what extent c in a state in the Indian union 
pursue altcinaiive development strategies’ 
it must be admitted that the options are very 
limited The new economic policies ot the 
central govcrnmiiit arc constantly eroding 
even the iiniited lutonomy that exists 
Howevet to idopt i position that nothing 
can he done in tin stale until the national 
policies arc u seised oi till Ihe revolutionary 
transformation ol the system occurs would 
be defeatist It eannoi be said that Ihe po¬ 
tential ol capii ilist development has been 
exhausted loth it extent economic space 
docs exist ai.d should be consc lously utilised 
by the Left I M S Namboodiiipad set the 
tone of the dclihci itions with Ihe statement 
that ‘ within the limitations imposed by the 
global and n ition il siiuctures, we will have 
to find practical solutions to the problems 
that our state laics We cannot let the present 
situation drift we have got to reach a con¬ 
sensus as to what measures are to be adopted 
to accelciatc economic growth without 
sacrificing the wdlaie gains and the dem¬ 
ocratic achievements of the past”'* 

Apart from i general session on ‘Pattern 
of Industrialisation Ihoblems and Prospects', 
there was also a separate session devoted to 
industrial sector il studies The newly adopt¬ 
ed industrial policy statement of the Kerala 
government w is ci itn ised for its misguided 
obsession with Libour militancy as a stum¬ 
bling bloc k to industrialisation, its emphasis 
on privaiis.ition and liquidation rather than 
reform and restructuring to deal with the 
problems ot the public sector and its stress 
on financial incentives and fiscal conces¬ 
sions for indusiiiul promotion rather than 


The labour militancy/higb wage hypotheals 
for industrial retardation was the theme for 
a number ot papers “ There was no substan¬ 
tive data to support the high wage hypoth¬ 
esis in the modern industrial sector Inter¬ 
state comparison of stnkc-proneness indi¬ 
cated an improvement in industnal relations 
in the state from the mid-70s The situation 
today IS much better than the national av¬ 
erage Interestingly, it was also demonstrat¬ 
ed that industrial growth in the state is prone 
to political cycles — the upswings coincid¬ 
ing with Left governments The discussions 
also pointed to problems ansing from multi- 
unionism and union nvalry Labour phobia 
continued to trouble the minds of entre¬ 
preneurs ™ Meanwhile managerial practic¬ 
es in the state’s industrial concerns were 
found to be far from satisfactory ” 

The emerging perspective on indus- 
tnaiisation indicates the need to stimulate 
private investment, diversify the industrial 
structure strengthen mtei-industnai linkag¬ 
es promote lechnological progress and 
impiove productivity Ot vital importance 
IS a step up in central sector investment The 
new perspective calls tor a labour-tnendly 
approach in industrial relations and partic¬ 
ipatory management to develop a new work 
culture Multi-uiiionism is to he discouraged 
by giving recognition only to unions with 
a minimum worker support through secret 
ballot As regards the small scale sector, the 
emphasis is on organisational patterns like 
ancillansation subcontracting or space- 
bound clusters ot firms (industrial districts/ 
parks) in areas w here the stale has compar¬ 
ative advantage in specific raw materials or 
skills Traditional industries are to be 
reorganised with emphasis on technological 
upgradation and product diversification A 
careful review ot the ad hoc interventions 
that have been imposed in Ihe product and 
raw material markets was also called for. 
The lolc of co-operative and public sector 
agencies in such a process ot regulated 
modernisation was also emphasised 
Ihe infiastructurai crisis which has 
emerged as a stumbling block to indus¬ 
trialisation requires urgent remedial mea¬ 
sures ” The session on ‘Rail, Road, Air and 
Waterways’ called tor removal of the dis¬ 
tortions in the transport mode mix It re¬ 
quires expansion of the railways and ren¬ 
ovation ol rhe waterways ” In the context 
ot growing international migration and 
tourist traffic, there is an urgem need to 
improve air transportation facilities ” How¬ 
ever the present campaign lor three inter¬ 
national airports is the best example of 
lopsided prionties Of greater importance 
would be the modernisation of the Cochin 
port It was pointed out that despite improve¬ 
ment in captscity utilisation, the total factor 
productivity of the port has been steadily 
declining ” 
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the most critical mfifastructure is emgy 
nipply Kerala with no coal or oil resources 
IS dependent upon firewood loi a major 
proportion of its thermal needs and hydel 
power for its electricity icquiremenis The 
per capita clectmily consumption in the 
State ts one of the lowest tn the country 1 he 
state has been a power dclicit region for 
more than a decade with demand stcadtiy 
increasing Ongoing powci projects are 
getting delayed with seveic time overruns 
so that additional capacity generation has 
been negligible 7 here was a consensus on 
(a) need to urgently inciease the capacity ol 
elcctncity generation in the slate (b) diver 
sify the sources ol eleciiiciiy and 
(c) minimise distribution losses Advan 
tages could be harnessed ihmugh demand 
management Dillciencescioppeduponihe 
question whether immediate priority was to 
be given to a thermal pioject with shorter 
gestation pci lod or on the Poo) ankutly hydel 
project that was criticised lor inadequate 
safeguards against ecological dcgiadation 
None ol the spcakeis howcsci ob|eclod to 
hydel projects m piinciple t ich project 
IS to be judged on the basis ol case by case 
analysis ol meiits and dements 
The deliberations on agiituliuial sti ilcgy 
reflected opitmism arising liom the icccnt 
improvement in perlormance mil also lears 
ot the implications ot the new cconomu, 
policies of the central govcinmcni It was 
pointed out the siructuial id|ustmcni in 
petennial-irec crop dominated agiicullural 
sector would prove to be in extremely slow 
and painlul process Since the ixissihiliiv ot 
extensive expansion ot culiis ition has been 
exhausted in Kerala impioscmcnl in pro 
ductivity holds the kev to agiicultuial 
progress ”( lopwiscpioductiviiy d uashow 
that there exists ample scope lot such im 
provement It was held that the impiovoment 
in coconut productivity is ol paramount 
importance * It would require a thorough 
re-evaluation ot the ii i igation sii aiegy adopt 
cd in the stale chaiactcnsed by high cost 
canal irrigation schemes caiciing exclusive¬ 
ly to dwindling paddy cultivation and that 
too with little concern lor loc il level water 
control measures ' 

Kerala s undulating topography .ind iiat 
Ural endowments generate a wide spectrum 
of distinct micro environmental conditions 
that require local level planning and inter 
vention strategies*'" Cliven the high soil 
erosion proneness and numsoon depen 
dency, Kerala requires an micgiated land 
and water management progi amme ’"Multi- 
crop farnisteacls arc another leaiuie ol 
Kerala’s agriculture that has been missed by 
policy-makers and planneis ^ Two sessions 
on the generation and diltusion ol agricul 
turai technologies m Kciala hiought out (he 
significant gap between lab ind land 
The contcmpor.iry agrarian structure and 
Its implications lor productivity were 
another issue that received considerable ai- 


leiKioit ThemitMpkmra»vg^mgff 
small landholders which eajeii (iiie|nesstife 
to maximise production or even encourages 
withdrawal from labour-intensive agricul¬ 
ture, in the tacc of unfavourable conditions, 
called toi innovative institutions There is 
need to fashion a consensus approach to 
(a) the emerging lease market in land*’ 
and (b) taking lorward ihc experiment m 
grouplarming^Ciioupl armi ng was an i nno- 
vati ve agrarian relorm introduced by the last 
Lett Front govermneiit to tacililale the small 
hcildcis to reap economies ol scale through 
collectively undertaking agricullural oper 
jtions while land ownership continued to be 
individual based The evaluation ot the 
programme indicates (hat alter the initial 
success the inilidtivc lost momenium the 
pcasim and agiicullural movements were 
not sullicicnily involved the new UDF 
govcinmcni was less than enthusiastic about 
Its continuation and attempts to improve 
cultivalion practices through intcgiated 
planning were inadequate*’ 

Consideiahle ilicntiun was paid to the 
inierrclaiuinship between science lechnol 
ogy and develofimciit II was the theme tor 
one ol the symposia The technological 
upgradation ol the (laditional industiics and 
ot even ihc existing modern industries was 
emphasised in the discussions It is in this 
context that the inli istructuial weakness in 
several key aicas ol S and T piogiammcs 
assumes importince The impoitancc of 
quality ot highci education and (he need for 
an ambience ol ichievenicnt and excellence 
was highlighted * 

A rclrcshing Ic ituie ol the deliberations 
on dcvciopmciu siiatcgy was the sensitive 
ness to cnviionmcntal issues that they re- 
llecied Ii would appear that the environ 
men! developmciil di ilogue has passed the 
inlanlilc siai’c ol the tilhcr/oi dichotomy 
The ceniral com cm was how to integrate 
environmental concerns with economic 
growth so that Ihc development process 
becomes sustain ible The session on 
Environmental Siudics pointed to the 
problems ciealod by unicgulated conversion 
ol paddy land to tree crops issues iclatcd 
to resource depletion "* water and industrial 
pollution*'* and new waste management pro 
blems generated by changes m iheconsump- 
tion pattern *" The alarming decline in the 
forest cover'* in the state demanded imme¬ 
diate intervention The struggle at Geeraka- 
para where the enure local population, most 
of them settleis joined (he protest against 
delorestalion was described to be a signif¬ 
icant turning point in the struggle for pro¬ 
tection ot the loicsis 

VI 

Education and Health 

In the educational and health sectors there 
was the well nrtKulated concern that the 
achievements ol over a century ot egalitar- 


of privatisation through «etf>fiiuif^in# 
tu tions disregarded the requirements of sOaai 
justice and of creating and sustaining useful 
education for as wide a population as pos¬ 
sible Meanwhile in health, non-medical 
interventions such as in sanitation, nutntion, 
sewages and environmental upgradation as 
well as the earlier integrated approach with 
emphasis upon prevention of diseases are 
being neglected for the sake of high-cost 
curative medicine, particularly for degener¬ 
ative diseases'" TTiere was an emerging 
consensus that these trends should be op¬ 
posed On the other hand, there was also a 
perceptible awareness that (I > under the old 
system ot distribution, these basio services 
have not reached all sections, (2) the quality 
of services rendered by public institutions 
has degenerated, and (3) there is need for 
divcrsitication ot educational and health 
services to cater to new requirements 
If we are to build upon the past achieve¬ 
ments of Kerala, then there should be proper 
educational planning taking into consider¬ 
ation the requirements ol national, regional 
and local development Admissions to the 
university level should be selective for 
specialised areas ol studies and research 
(ensuring admission to all sections on merit 
through reservations subsidies Ireeships, 
scholarships, etc)" and those to the second¬ 
ary level should be strengthened by iden¬ 
tifying and introducing courses of high 
employability The lack of public financial 
resources may be taken care of by rationa¬ 
lising the alfiliated colleges system, by 
making the university departments more 
autonomous and Hextblc rather than by 
investing in research institutions outside the 
university system, and by varied methods 
ot generating greater internal financial re¬ 
sources Experiments such as school com¬ 
plexes*’ and 'vijnanolsavam’ have already 
proved the viability ot projects to improve 
the standard ol education through commu¬ 
nity participation There are manifold prob¬ 
lems associated with tribal and fisherfolk 
literacy which have to be tackled along with 
better use ot primers, workbooks and neo- 
literate literature created with sensitivity to 
the problems ol the marginalised sections ** 
Existing movements like the library move¬ 
ment and their services should also be in¬ 
tegrated in this etiort Gender, communal 
and exploitative value biases that have crept 
into textbooks also received attention ’** 
Appropriation of people’s health by the 
medical profession and the health industry 
IS happening in Kerala The direct medical 
expenditure per household and per person 
IS now SO high as to be b^ond the reach 
of the common peopleThis is not only 
true of modem medicine but also of tradi¬ 
tional medicine, which has the potentiiJ for 
a wide range ot preventive and other appli¬ 
cations such as in paediatncs and pnmaiy 
health care"" and greater relevance because 
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ayurvedic worldview.'” 

The KSSP health survey revealed the 
dimorphic nature of morbidity in Kerala."" 
The so-called high morbidity-low mortality 
syndrotiK generated considerable debate. It 
was argued that high level of morbidity is 
more a reflection of better health conscious¬ 
ness of the people.'" Nevertheless, to the 
extent poverty-related diseases dominate the 
picture appropriate measures emphasising 
inter-sectoral health linkages are called for."" 
There was a general agreement that as in the 
case of education, the state needs to draw 
up a formal health policy that seeks to build 
upon achievements of the past. The empha¬ 
sis of such a policy should be improvement 
in quality rather than quantitative expan¬ 
sion. The new health policy would'"* have 
to clearly define the role of the state sector, 
reorient the family welfare services, encour¬ 
age novel ways of funding health care out¬ 
side government allocation, emphasise para 
medical training, draw up a state level for¬ 
mulary and effectively decentiali.se the health 
care system. 

VII 

Decentralisation 

An issue on which there was a consensus 
at the Congress was the imperative need for 
democratic decentralisation of administra¬ 
tion and development planning. Being a 
precondition for the successful imple¬ 
mentation of a participatory development 
strategy, it came to be referred to in every 
session related to development problems. A 
special session was devoted to review the 
expencnce of 'Decentralisation of Gover¬ 
nance and Development in the State’. A 
startling finding was the relative backward¬ 
ness of Kerala with respect to decen¬ 
tralisation. particularly when compared to 
states like Karnataka.'"’ 

The history of decentralisation in Kerala 
is a litany of frustrated efforts. The idea goes 
back to 1957-59 when the Administrative 
Reforms Committee recommended various 
measures towards devolution of powers. 
These suggestions could not be implement¬ 
ed because the government was dismissed 
by the central government. Though in 1967, 
1979 and 1980 there were other efforts in 
this ditection, a concrete advance could be 
made only in 1987-1991, when District 
Councils were created under the Districts 
Administration Act, with 18 departments 
and 143 subjects being allotted to them."" 
A high-power committee to suggest transfer 
of further powers and a Finance Commis¬ 
sion for devolution of funds were also 
appointed. In 1991 elections were held and 
District Councils were in position but soon 
the sute government changed and from that 
moment onwards, one by one, the powers 
of the councils were withdrawn and a num- 


reduced. 

In spite of such difficulties several district 
councils planned and executed several 
imaginative schemes in areas like better¬ 
ment of school education, raising finances 
for development work through the National 
Savings Scheme, preparation of district 
development plans, resource mapping, re¬ 
pairing of irrigation facilities, etc."". In all 
these activities, the councils worked in close 
liaison with panchayats and people's 
organisations like the KSSP, thereby 
strengthening and widening community 
participation at the local level. Several case 
studies of local level development initia¬ 
tives, most of them being sectoral interven¬ 
tions, were examined in a number of papers. 
Most important among them was the attempt 
of a village-level integrated planning exer¬ 
cise in Kallias.sen under the Panchayat Level 
Resource Mapping Programme."" The 
programme atieinpts to create a comprehen¬ 
sive data ba.se of village resources in easily 
understandable map-formats by volunteers 
drawn from the local population assisted by 
scientists. The data collection process itself 
is organised in such a way that it becomes 
a conscientisaiion campaign. Also a local 
group ofdevclopment experts IS crystallised. 
In Kalliasscri the programme has moved 
from the stage ot data collection to compre¬ 
hensive planning and implementation with 
people’s participation.'" .An impressive 
feature ha.s been the active involvement of 
the village panchayat in the development 
programme. The discussions on this as well 
as other local-level development initiatives 
underlined the importance of new village- 
level institutions lor sharing and regulation 
of resources. 

The recent con.stitutional amendments have 
put decentralisation once again on the agen¬ 
da.Yet they suffer from some basic defects; 
for instance, no devolution of powers from 
the centre is envisaged and the rural-urban 
dichotomy is pcipetuated. The present state 
legislation on decentralisation has made a 
mockery of the intentions of the central 
legislation and ignored the pressures for 
decentralisation from below. What is evi¬ 
dent is the lack nl political will, compulsions 
of coalition politics, sectarian interests and 
persisting bureaucratic hurdles in the way 
Of effective decentralisation. There was 
criticism that even the left has not fully 
utilised its considerable political energy 
and organisation to mobilise the broad 
masses of people behind the ideal of 
decentralisation."' 

VIII 

Threat of Casteism and Communalism 

The influence of casteism and communal¬ 
ism on the socio-political process was an 
important theme taken up by the Congress. 
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and Social Frocess* it also figured promi¬ 
nently in the discussions in the session on 
‘Issues in Contemporary Politics’. 

As we have already seen, the emergence 
of caste and community based organisations 
and movements herald^ the modem socio¬ 
political process in Kerala. While these 
movements were largely subsumed within 
the national movement in northern Kerala 
they continued to dominate political life in 
southern Kerala. The north-south divide in 
the relative influence of caste in socio¬ 
political life has survived to-date. 

The leftists were by and large active in 
the various social reform movements and the 
na.scent left movement actively supported 
the struggles of the lower castes. At the same 
time they also built up class and mass 
organisations irrespective of caste and 
community. The anti-caste struggle was 
independently raised from these new secular 
and left platforms as a part of the general 
anti-feudal task. The existence of such an 
independent platform and its active involve¬ 
ment in the anti-caste struggle facilitated the 
leftward shift of the masses as communal 
movements increasingly shrunk into sectar¬ 
ian shells dominated by elites with vested 
interests. The victory of the Communist 
Party in the first general elections to the stale 
assembly and the formation of a government 
without participation of any casteist and 
communal group was the culmination of this 
secularisation process. The dialectics of this 
communal/casteist road to secular politics 
was a theme of discussion."* 

In sharp contrast to the above process the 
period from mid-7()s has been characterised 
by a resurgence of casteist and communal 
influence in the socio-political life of 
Kerala."' The story of this social retrogres- . 
sion remains yet to be fully analysed. It must 
be admitted that the material base of caste- 
communal divisions are being increasingly 
undermined. Class differentiation within 
caste and community groups and increased 
occupational mobi li ly, partly due to the strong 
traditions of affirmative action, are impor¬ 
tant factors in this process. Yet the ability 
of the elites within various castes and com¬ 
munities to rally the masses around their 
sectarian slogans seems to have increased. 
The reasons mainly lie in developments 
within the political superstructure. 

It wa.s the Indian National Congress (INC) 
that resurrected moribund caste and commu¬ 
nal groufls in order to forge the grand anti¬ 
communist alliance of 1957."* As a result, 
the communists failed to gain a majority in 
the mid-term elections of 1961, despite 
improving their share of the popular vote. 

In the mid-term elections of 1965 the CPI(M) 
entered into an understanding with the 
Muslim League in order to break the anti¬ 
communist alliance in the special circum¬ 
stances created by the split in the CPI and 
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the anti-communist hysteria senerated by 
the India China cnnllict This undcrsiand- 
inggrew into a united tioni ihiuui’h the lood 
struggles and the anti (oiiauss popular 
upsurge during iIk next twoais thus the 
CPl(M) shaicd power with the Muslim 
League in the 1967 Uiiiiid fiont gosnii 
meni The Muslim I eaguc soon jumed an 
anti-CPI(M) lioni witli ( ongic ss along with 
some of the Icit pailies I he I nluie to cllest 
any decisive shilt m populai suppoii in its 
favour despiti. the militant siiugghs and 
tears of the d.ingci ol semi lasLisi tciioi is 
in West Bengal piomptcd ( I’liM) into m 
alliance with i hicikaway ladiim liom the 
Musliml eaguein 1974 Similailv alaction 
of the Kerala Congi ess w.IS ilsohiought into 
the Left I'lont thus what in lOhS w is a 
tempoiaiy eU'ctoial imdei standing o\ei time 
developed into i political illi nice 
The politic il alliance with nimoiity com 
muhal gioups soon emeiged as a nia|or ini 
pediment to the elloits ol tin Icll lo hiiild 
up their mde|K‘ndenl stiengthinihc iiiinoiity 
communities It isol.itcd the Icit lioin the 
progressive forces m these c < iniimmitic s and 
enabled the lundameiit.il sis nul niiiow 
communal elements to coiisolid iic ihcir 
position as spokespcisons ol the commiim 
ty Themlliiciiceol Muslim I t .i>'iic ih it w is 
largely conlined to noithcin Kci ihi spic id 
to the south also I he success ol the Muslim 
League 111 b.iigaimng with both the h It ind 
right fronts bee ime .1 soiiuc ol mspnation 
lor various Hindu caste gioups ui cnici into 
politics bven though the hi' steered clcai 
of the vaiious c.isie politic il ouiliis the 
Congicss Pally was only too h ippv to .ic 
commcxlaic them I he ( omness illiaiice 
that won the 19M election h id pci haps the 
worst caste communal liack leeoid iticoi 
poralingas the alliance did most ol (he c asic 
communal gioupiiigs in Kci il 1 Hnl the lell 
was handicapped in lighting the c.isicis iiion 
and communalisaiion due to its political 
alliance with a lac lion ol the Muslim I eagiie 
An atmosphere ol political eyiiicism was 
spreading among the people Most d ingci 
ous ol all Hindu eommiin ilisni begin to 
gain suppoil in the state iiding on the c icsi 
of the Hindu bicklasli ig mist nmioiily 
cominunalism 

Il was .It this iimctuie th.ii f PKM) took 
a bold decision to end its alliance with all 
communal gionpings m the M.itc I he de 
cision proved lo be a vvaleisheci 111 Kenia 
politics lolhc siiipiiseol .ill the 1 elt I rout 
won the 19S 7 elec turns to the si iie assc nibly 
without help Irom any ol die eomniunal/ 
casicisl gioupmgs 1hc using tide ol com 
munalisni was checked But die unexpcc led 
defeat ol the lell in the I99| election clue 
to the p.issions .Housed by the issassination 
of Rajiv Gandhi h.is been .1 nia|or setback 
forlhescculai lorces "* Hie pcilod since the 
formation of the piescni govcinnicni has 
seen an ascendancy ol caste and communal 
forces The communal passions aroused by 


the Ayodhya incidents and the caste con¬ 
frontation on the c|uestion of reservation 
have fuithei complicated the problems The 
Ihicat posed by the casteist-communal forc¬ 
es to the i.idical and seculai legacy of the 
st.ite IS a majoi challenge to the piogrcssive 
loiccs III the slate 

IX 

Religious Minorities and 
Progressis e Movement 

I he phenomenon ol communalism, how 
ever, should be considered distinct from 
icligiosity While the communal elements in 
Kei.ila weie m the loielront ol dcnoimcing 
the Congicss the ('ongicss iiscll was 
altended by a I iigc number ol deeply icli 
gious pcisons including Suva (liaitanya 
Yati the loiemosi conicinpoiaiv exponent 
ol Sree N ir.iyan i (mill s icachmgs Mctio 
poll! Ill Bishop Mai Paulos (iiegonosot the 
Oithodox ( liuieli ind moic than a dozen 
Catholic piiLsis md nuns including the 
leading theologian Samuel Ryan Thus the 
sessions on Religions and Social ( hange’ 
and ide is m Ihe ( oniexl ol Social Change’ 
became ilic bcgiiiiiing ol a new dialogue 

Ihe piesidc nil d adduss ol I MS 
N.iniboodui|i id li id sell ciilic.illy diawn 
.itlcnlion to llic low level ol mlluclice lhal 
the lell h id miong die be lieveis in Muslim 
and Chiistian communities (hat constituted 
aiouiid 40 pci cciil ol die st.ile s popula 
lion ' I his t.iiliireol tlielcit inovcnieiil was 
one ol the most sigiiilic.ini obstacles to be 
ovenome loi a political bic.ikthiough in 
lavcmi ol the piogic sMve loices m the sl.ite 

Iheh isic ic.isoiiloi ihciclaliveinsulalion 
of die icligiuiis minoiilies from Ihe lell 
iiiovi mcni IS liisioiK il Iheseconimunilies 
did note spe iiciicc die same kindol leligious 
leloini pioccss that Hinduism in Kerala 
cxpeiienccd liom the late 19th .iiicl early 
2()llueniuiv lih id been in the sod upturned 
by these move me ills and their i.idical cur- 
icnis that seeds ol leltism sprouted and 
tlouirshcd However in lire case ol religious 
nmioi Hies the pciiocl under disc ussion pioved 
to be one ol gre ilci institution ilisin <ind 
inwaid oiientiiion which weie used in 
slicngthemng then baig.miing capacity at 
the coimnumtv micilace 
It IS not our aigumenl that iheic weie no 
progiessi vc leligious traditions among Mus 
limsancK hiisii.ms Ol parliculai inteicstin 
this context is K M Seethi s analysis ol 
leligious tc IC lungs ol Vakkom Abdul Khader 
Moulavi who has been more lamous as an 
associate ol R im.iknshna Pillai the ciusad 
mg ediloi ag iinsi I i.ivaiicoic monaichy 
Ramakrishn.i I'dlai incident.rlly, was Ihe 
authoi ot one ol the eailiesi biographies of 
Kail Marx lo be published in any ot the 
Indian langu.iges Vakkom Moulavi held 
that the laws ol Islam concerning temporal 
matters were iioi conimulablc and hence, 
depending on the conditions ot time and 


place, they are subjl^ 10 cha^> 
sised the principle of ‘ijtihad ital’ (indepen¬ 
dent judgment) against the Lslamic funda¬ 
mentalists But the reform movements led 
by progress' ve Ulanias best exemphried by 
Vakkom Moulavi never became the main¬ 
stream of the Muslim community, particu¬ 
larly in noithcrn Keiala, where the sullen 
Muslim peasantry weighed down by the 
successive clelcdts ot their numerous levolts 
against the Bitiish, adopted more and more 
self-dctcnsivc'inwaid oiicntation The con¬ 
servative Ulcinmas throttled any attempt at 
rcloim and even shunned modem educa¬ 
tion ' 

The inijraci ol colonialism and^capitalist 
commercialisation on the traditional Chris¬ 
tian community was a trend towards greater 
institutionalisation of the church Therefore 
the perspective ot progressive- Chnstian 
theological trends was initiated by the 
missionaiies who operated on different 
sociological and theological premises from 
the indigenousC’hiisiiatis Inf.-ict aseparate 
session w,IS devoted to disc uss the ‘Mission- 
aiy lntcif.icc with Kerala Unlike the “in 
waul looking samiiclayam consciousness 
ol the laigcly upper caste Syrian Christian 
community ' ' the niivsionanes locused on 
backwaicic asies and contributed significantly 
to then social awakening At the same lime 
missionaiy .iclivilies were mterlwined with 
colonial iiiieiveiition and therefore had a 
conservative edge lhal blunted their 
cinancijiatoiy potential 

Given the orthodoxy ol the religious 
minorities the lell discourse l.iced strongly 
with piolcHincI .Hheism and iidiculc of 
religion a heiiiagc ol the houigcois 
lalionalist currciHs in ihc social icloim 
inovenieiits tailed lo siiike sympathetic 
notes Instead it lac ilitatcd the vested inter 
ests ot Ihc lop hici Jichy ol these institutional 
religions to divide the people into believers 
and non believeis even on matters ot tem¬ 
poral life It was on the alleged communist 
lhre.H to religion that Ihc Christian and Mus¬ 
lim masses were mobilised in 1957-59 in Ihe 
intamous liberation stiuggic’ to scuttle the 
land teforms, mininium wage legislation 
md educational letoims ol which the very 
same masses would have been the direct 
beneficiaries Ever since then the Church 
has attempted to resurrect the believer- 
nonbclicver divide as the central issue in 
cvciy election in the state The attempts 
ol the left to hieak clown this compartment^i- 
sation have also not been helped by the 
bourgeois lationalist approach rather than 
the historical and dialectical approach lo 
religion that the left has tended to adopt 

In an impoitant contnbillion lo the Con¬ 
gress, F Houtart and G Lemercinier under¬ 
took a sociological analysis ot religion in 
Kerala and discussed how its social function 
has tended to change over historical pen- 
ods.'^’ As was discussed earlier, the first 
assault on leudaltsm in Kerala was under- 
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movttninte*^«n^e latte# half of 19th 
century It was pointed out that “recognition 
that there is also a spmtuality that is trans 
tomiative and socially relevant is crucial for 
any Christian Maixist dialogue The 
emergence ot libetation theology within the 
church and struggles lor justice and equality 
like the struggle ot the lishei folk in the Latin 
Catholic Church’’^ and the Paith Movement 
in the Church ol South India aie slowly but 
surely preparing the basis of a new dialogue 
The institutional church has also been keep 
ing away trom overt and dircci iniei vcntion 
in day to day politics Changes aic also 
discernible among the Muslim cninmuntty 
particulaily in the post Ayodhya situition 
opening doors for co opci iiioii between 
devout Muslims md communists Hindus 
gurus like Nitya Chaitanyi Y iii hive re¬ 
fused tojoin the conspiracy to insiiiutionalisc 
Hindu religion and Ian lliiulii rtligious 
fanaticism The need lor a luw encounter 
between religion and Maixism bisid on 
mutual respect and critic il opinion wis a 
recuiicnt theme ol in my ol ihc pipcis 
presented at the ( ongrtss 


(Tcndci Question 

The St Uiis ol women in kc i il i soi icly w is 
the (ocusol a lively and insolvuUkl ilc il 
the Congress Wc hive alrc id> noted ihe 
lole ot women s agency m the making of 
the Kerala model Female litci icy has btcn 
Ihe kev vaiiibic in Ihc id\ nice ol health 
status and in liirn the ti insiiioii in denno 
graphic indicators Women in kcrili lie as 
litci lie and healthy as the ni ilcs ind not 
inns o( Ihc woist loiins ol uciidci dis 
elimination as in most pails ol India Kciala 
IS the only major state in Indi i whtic the 
sex ratio is favourable to woim n — 1 1)40 
females to I OCX) males against an Indian 
average of 92S 

The above is no small achievement and 
should not be trivialiscd But can this he the 
basis tor considering that women in Keiala 
are empowered or liberated ’ In itsponsc to 
Ihe tendency to make sweeping si itcinents 
on the empowerment ot womc n on the basis 
of Ihe rndicators ol education healili ter 
tility, etc, and stylised tcatuies ol matnhneal 
institutions and its lemnants the lollowing 
three socio economic phenomenon were 
highlighted 

(1) Despite higher education and low 
fertility rale the visible lem ile work par 
ticipation rates is one ot Ihc lowest in the 
country Opentemalcunemploymcntis very 
high *” High incidence ol unemployment of 
women has been an important factor influ¬ 
encing the withdrawal ot women from the 
labour force Majority ot women who arc 
employed are concentrated in low paying, 
unskilled or semi-skiiled and casual em¬ 
ployment There has been a strong tendency 


of female-headed p^ househeiaa has been 
sharply increasing 

(2) Despite the higher level of education 
and participation in grass roots-level move¬ 
ments, women aie conspicuously absent in 
the higher levels ol decision-makmg Even 
in mass movements where membership is 
predominantly ol women, representation of 
women in the Icadeiship is marginal 

(T) In Ihe icicnt period there are visible 
and disiuibing signs ol erosion ol progres¬ 
sive altitudes to gender issues like the spread 
ot dowiy system purdah among Muslims, 
degrading depiction ol women in the mass 
media sexu il h irassinent and violence 

Why arc histoiical traditions ol matriliny, 
higher tcmali educational and health status 
and the spic ad ot the left movement not 
succcsslui in cmpowciing women in Kerala'^ 
Ihiec sessions wcic devoted explicitly to 
gender rcl ited issues inalnimy and nio 
dernity sociilconstiuctionulgender and 
teminisalion ol povciiy A major gap was 
the absence ol pipe is on women s move 
nients and i ups in Kerala 

Hie session on matiiliny and inodcrnily 
explained in s mic detail the consliuction ol 
gcndci liisloiic ill) What idvanlagcs ilany 
did the nailnlmc \l system provide women' 
An answci is icndcrcd ditlicull given Ihe 
nuidityandllcsibililyofthesystem Ihere 
w as d’geiii r il const HSUS that it ol lereci greater 
freedom and sci uiily to women in compar 
ison to other agiarian societies that were 
patrihneil'' Ln ibovc positive leaturcs of 
mitnliny ilsi tonliibiited to widcspicad 
piogiessivc iiiiMiilis towaids tcnialcediica 
lion and sui iv il Ihese inlluences have 
conimucdlosuisivc I ormal changes in law 

But one Ins lo guild against orientalist 
rom inlicis itioii ot matriliny as an age ol 
gender cqu ilitv women were ultimately 
subiecttcl to Ihc luthurily ol Ihc male head 
ol the |oini I iimly Ihe Nair matriliny 
survived as 1 1 icilitalor ot the extreme pa 
triaichy ol Bi ilimms Puiihcr matriliny was 
imbedded m ili<. gcnciai ethos ol feudal 
decadence 

Hie development ol capitalism tended to 
undermine the iconoinic structures of joint 
family as its cusioms and traditions stood 
in opposiiion lo individual initiatives and 
incentives loi iccumulation feudal deca 
cience gave lomaiitic love and nuclear 
family an aui i ul idealism Ihc entique of 
the ancien /< emu canted out by the social 
reform movements was th iroughgoing and 
lacililated Icuil enactments dismantling the 
traditional sysitni with little social opposi¬ 
tion But the cniciging critique sullered on 
two counts It condemned the feudal past 
from the boui gcois standpoint and discourse 
was doniin ited by males with hnle recog¬ 
nition ot the positive aspects of traditional 
matnliny 

The anil colonial and anti-/eudal mass 
movemcnis ili u emeigcd in the post first 


democratic fwHc sphere where the oppres¬ 
sed castes and classes had greater possibili- 
tiesof articulattngtheirconcemsandneeds 
Women, through their participauon at var¬ 
ied levels in struggles, organisations and 
popular discourse, emerged as an important 
constituent of the public sphere But the 
system of decadent feudal norms was fol¬ 
lowed by the idealisation ot the patnarchal 
nuclear family and neglected the nsing bour¬ 
geois familial ideology No rigorous left 
critique ol bourgeois patriarchal familial 
values or the persistence of feudal influences 
made their appearance in spite of the ideo¬ 
logical hegemony ol the left in the 1950s 
and IQbOs The undermining ot this hege¬ 
mony and degcneiation of the popularculture 
and ascendancy of consumerism has led to 
acceleration ot commodification of women 
m media and erosion of progressive attitudes 
to gender issues in general 

The session on social construction of 
gender revealed several constituents of 
patn irchal ideology that have been deeply 
embedded in Kerala society and political 
culture I hey called lor a rc-evaluation of 
the movements institutions customs and 
tiaditions from a gender perspective and 
development ol a thoroughgoing critique of 
the patnarchal ideology from the positions 
ot the left Similarly the economic margina¬ 
lisation ot women in the economic devel¬ 
opment piocess calls tor a re-examination 
of the development policies It is not 
sufficient to have women targeted in speaal 
programmes but the development policy at 
large has goi to reflect a sensitivity lo the 
gcndei issue 

Many ol the above issues arc closely 
connected with contemporary developments 
in the cultural sphere The long history of 
popular culture in (he slate is now in danger 
ot being subsumed or submerged by the 
emerging mass culture The difference 
between popular culture and mass culture 
IS that popular culture is rooted in the lives 
and experiences ot Ihe people, particularly 
the subaltern classes of Ihe people, white 
mass culture is dominantly a product of the 
mass media Popular culture predominantly 
reflects disenchantment and struggles, not 
that It does not encompass a way ot life also 
The left should take a positive stand in this 
matter and lay claim to the tradition of 
popular culture which can be a stimulating 
and effective undercurrent ot contemporary 
struggles 

The detect in executing such a perspective 
IS in assuming all elements of popular culture, 
including popular religion, to be unidimen- 
sional — that of struggles against the estab¬ 
lishment Within the broad area ul cultural 
expressions, variousexperiences ot peoples' 
lives can find expression, including that of 
the non subaltern classes Only on the basis 
ot the inherent unity at that level could a 
phalanx ot cultural detence be forged against 
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the creeping in of mass cuiiuie. In the spirit 
of cultural-subaltern purity, gcnuincopposi- 
tion to mass culture can degenerate into 
sectarian disputes, hampering such unity. It 
also must be stated that there were comments 
that the treatment of the contemporary 
cultural crisis was neither comprehensive 
nor deep enough, even though a dozen 
sessions were organised .iiound various 
themes related to culture and literature and 
various cultural events wereoiganiscdalong 
with the Congress 

XI 

Conclusion 

TTie International toiigiess on Kerala 
Studies was not nierelv a slocis-iaking. It was 
a major iniiiaiive to factliiaic the interaction 
of scholars trom various ac.idemic disci¬ 
plines and practical activists On the basts 
of such an interaction it was hoped to move 
towards a new agenda lor the state, partic¬ 
ularly in the sphere of deve' -nnent action. 
The respons,. to the first ob|eclive was 
unpre''edenled and is lelleciod by the large 
number and wide range of paiticipants and 
papers contributed. These papeis and dis¬ 
cussions are a veiitabic compendium of 
Kerala studies. 

The experience ol Kerala shows that the 
conditions of lite of the people can be 
improved even at low levels of economic 
development through appropriate public 
action for social provisioning and redis¬ 
tribution. The ma.ss of Indian people do not 
have to necessarily wait for an indefinite 
future for the hump of economic growth to 
be crossed for schooling, house sites, pri¬ 
mary health care, food at fair prices and so 
on. The struggle for basic needs is an im¬ 
portant component of social mobilisation 
strategics. The contemporary crisis that 
Kerala faces, nevertheless, underlines the 
limitations of what can be achieved within 
the present system, it also shows that in the 
absence of economic growth it is difficult 
to sustain, much less expand, these welfare 
gains. The challenge before the domestic 
forces is to enlist the increased political 
consciousness and organised strength of the 
people as an instrument to accelerate eco¬ 
nomic growth in a democratic fashion. 
Corrections to the various distortions in the 
social and cultural areas arc also required. 

Through the dialogue at the Congress 
certain broad perspectives have emerged 
without neces.sarily a formal consensus. Some 
important questions were indeed left open 
and unconcluded. An overwhelming feeling 
among all participants was that the process 
of dialogues should continue. Bishop Paulose 
Mar Gregorios was speaking for all when 
he in his valedictory presentation appealed 
that the Congress should be regarded not as 
the conclusion but as the beginning of a lung 
dialogue. The proposal of the organisers to 


publish full texts of selected papm in the¬ 
matic volumes would certainly be an impor¬ 
tant contribution in this direction. Further, 
a series of thematic state-level workshops 
and seminars are being planned to undertake 
in-depth discussion of selected papers and 
move towards more concrete policy per¬ 
spectives. It IS hoped that by the end of 1995 
or the first half of 1996 the dialogue would 
have developed to such a stage so as to 
facilitate integi ation of these policy perspec¬ 
tives at district and panchayat levels taking 
into consideration the concrete local condi¬ 
tions so tiiut integrated area-specific devel¬ 
opment perspectives to emerge. Such a 
programme arrived at through the widest 
possible dialogue and participation of dif¬ 
ferent sections and enjoying the support of 
a wide spectrum of intelligentsia would 
contnbute to raising the level of political 
discourse in the state to pitches qualitatively 
different troni the present, facilitate the 
breakdown ot the two-front compart- 
mentalisatiun of stale politics and, along 
with others, also cotiiribuie to the further 
advance of the democratic forces in the state. 
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THE role of vibrant luiI society came into 
sharper tocus in theoretical academic 
discussions as well as social political activity 
about a qiiartei ccntuiy .ijto The impetus m 
both spheres was recctved moic oi less 
simultaneously Moicover, the two 
dimensions ol development interacted with 
cachotherfromane.irly siajie The theoretical 
interest evolved out ol the revelation lo a 
wider readership ol Antonio Gramsci’s 
thought in general and his attention to civil 
society in particular ThcC'nainscian universe 
ol discourse covers the actual and potential 
Idles ol civil society as well as the allied 
cjue.stion ol ihe dialectic ol its developmeni. 
The social-polilical practical aspect came to 
Ihe lore with the iriuplion ol vast popular 
activism in various parts ol the world more 
or less simultaneously in the late IVOOs. 
One very signilicant leatuie ol this 
phenomenon which subsequently mnuenced 
Its conceptualisation considerably was its 
looicdness in the soil m each case while ai 
Ihe same time revealing an altitude ol 
conscious conlronialion with global lorccs 
and issues in mosi cases In retrospect, it may 
be imagined that the participants had sensed, 
vaguely at least, the advancing process of 
globali.saiioncmbiacingibe socio-economic 
and political dimensionsol human cxisiencc 
in Ihe extant reality Anil, m the process ol 
conceptuaitsalion and elaboration ol this 
developing realily. Ciramsci's msighis on 
Ihe role and dynamics of civil socieiy 
increasingly assumed a ceniral place 

Today, as we approach the mid-IWOs, 
globalisation is no longer a Ihcorelical 
concept or construct; it is an indisputably 
solid, glaring teaiity. impinging upon 
almo.st every a.spect ol human exislence - 
environmental, economic, political, cultural 
and so on. The coinage, ‘global village', to 
denote the present-day world is a 
commonplace truism today. It is alsti widely 
seen that the motive powci ol this process 
IS provided by the mullinalional or 
transnational corporations or global 
companies which arc seen lo be "driving the 
world towards commonality, speetled by 
mass eommuni-cation. transport and Iravel". 

This indeed is the global reality liuJay 
which has crnicaliy altered and is steadily 
altering the role of the nation-state. Miiire 


.specifically, this process is subverting and 
circumscribing the powers, reach and even 
orientations ol the n.ition-staie - needless to 
say not in the sense ol liberaling Ihe people 
from the oppression and exploilalion ol the 
dominant power-struclure, but only 
substitulingthcii subjugation, from the more 
direct, easily identifiable and confrontable 
lorces lo indirect, often invisible and always 
remote ccnircs ol domination 

Thisis the context in which the new inlcrc.st 
in civil soiiety assumes its present 
importance. The lelative autonomy ol civil 
society - that is, various communities and 
collectives ol the people, olten intormal and 
inarticulate, within a particular political 
structure - is being perceptibly eroded by 
Ihe advancing pioess ol ovcibcaiing 
economic, poliiual and cultural mnuences 
ol lemoie lorccs beyond, at least, their 
palpable reach How lo delend themselves 
against Ihesccncio.ichmenisand how lobeai 

b. ick these cncioachmenis in order lo expand 
the space lor then own articulation and 
action ~ this IS the piohlemaiique ol Ihe new 
interest in civil society 

In Older to understand and deal with this 
problematiquc. we have to, lirsi, cle.irly 
understand the oiigin, development and 
leaturcs of the phenomenon ol globalisation, 
and. second, dcline ihc approach to .in 
understanding ol the concept ol civil 
society. And we h.ive to tackle both ol these 
tasks hisioiii.illy, even it somewhat 
schematically, w iihm the constraints of Ihe 
present paper This is whai we atlempi to 
do below, beloic we Imally try to lormulate 
the prospects and potentialities ol vibrant 
civil socicly .iiiil Its contnhulions to Ihc 
global struggle against globalisation under 
Ihe domm.ition ol global companies and 
their agencies 

I 

(ilobali.saiion which has now become the 
supreme catchw'ord of the high priests ol 

c. ipiialism the world over, is. however, not 
really a new development. It is inherent in 
Ihe oiganic logic of capitalism. All of it.s 
principal elements were succinctly 
enumerated a century and a hall ago E'or 
instance. The Comiiumisl Manifesto stated: 


Constant levolutionising ol pioduction 
(and) I'he need ol a constantly expanded 
market tor its products chases Ihe bourgeoi.sie 
over Ihe w'hole surtace of the globe It must 
nestle everywhere, settle everywhere, 
establish connections everywhere. 

The bourgeoisie has through its exploitation 
of the wot Id inaikei given a cosmopolitan 
character to production and consumption in 
every country it has drawn from under the 
feet of industry ihc national ground on which 
It stood All old national industries have been 
destioyed oi aic daily being destroyed. 1'hey 
■ire dislodged by new industries, whose 
introduclion has become a life and death 
question for all civilised nations, by indu.strics 
that no longei woik up indigenous raw 
material, but law material drawn from the 
remotest /ones, industries whose products 
•lie consumed not only at home but in every 
quaiiei ofthcglohc. Inplaccof Ihcold wants, 
saiislicd by the products ol the country, we 
lind new wants, icqiiii ing lorihcit .satisfaction 
Ihe piodiicis ol disiani lands and climes. In 
phicc ol Ihc old local and national seclusion 
and scll-sullicicncy. wc have inteicourscin 
cvciy diicction. univeisal iniccdepcndcncc 
ol naiicms And as m inulcrial production, 
so <ilso III inlcllcclual produclion.' 

The secret of this achievement, the 
Maiiifesio held, lies in “the rapid 
improvemeni ol all inslruments of 
pioduclion, and by Ihe immensely facilitalcd 
means ol communicaiion" ’ 

Even ‘consumerism’, Ihe hallmark of 
present-day globalisation was not overlooked 
in this pathological di.sscction. Excess and 
iiiiempeicinee. Marx wroie even earlier. 

come lo he ils |captlalisin's] true norm. 
.Sub|eclively, this is even partly inanilcstcd 
in that the extension of products and needs 
lulls into t oiiirivini; and ever-uikulolinK 
subservience lo inhuman, refined, unnatural 
and iiiuinintiry appetites. . and no eunuch 
flattcis his dcspoi more basely or uses more 
despicable means to stimulate his dulled 
capacity for picasuic in order lu sneak a 
favoui for himscit than docs Ihe industrial 
eunuch - Ihe pioducer lo sneak foi hmi.scll 
a few pennies He piii.s himsell in the service 
ol the other's mosi depraved lancics. plays 
the pimp beiwceh him and his need, cxeilcs 
in him morbid appeliies. lies in wail lor each 
ol his weaknesses 
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Hvcn (he phcrwincnon (if the MNC or 
i>l(ihal (.ompaiiy which is perceived as the 
principal archncci ol ihc 'clohal villaj:e of 
today was nol beyond the .iiiik ipalion ol the 
loiindetsol Maisisiii Thciciidency towards 
coiu enti.ition and centr.ilisalion the basic 
law ol capitalism leadinij lo ihc prowth ol 
monopolies .ind world cailels which base 
leacliecl the piiiiiacK ol deselopnieni in Ihe 
lorni ol the MNC oi jilobal company today 
- was ileaily loiitiiilaieil by Marv in his 
mapiiimi opus ('{i/iiuil. and tins analysis 
was c.lined loiwanl by I.enm in Ins work 
Inijiii uili\in Ihc llivhcsi I'lui^c o/ 
wiilten in Idl4 

'I'liese leiuleiic les noled bv Mars weieiiot 
supposed lo lollow a path ol deal ciil and 
lineal ads.aice I'lie purwili o| capiialism, 
allhoiiyh a elobal svsieni in its essenee. has 
taken plat e hisioi ically w ilhni the 1 1 aniewoi k 
of nalion-slaies. and woild monopolies have 
developed ihiou}!h .m inleipl.iy ol mutual 
siiuiieles and collaboialioii ol hiijic nalional 
conplomeiaies I he spec lai iilai ach.mceol 
globalis.ilion nolw ilhstandine ihese 
coiuhtioniiiL’ laclors continue lo opeiale 
locl.iv il only in .1 iclalisely lowei key and 
will III iill likelihood conimue lo do so m 
the liiluie loo,as lone accapiialism sui\ ises 

Neecllesslosav.lhei .ipilalisl elob.ihsalioii 
ol loday is lai leniovecl lioiii the imiseis.il 
developnienl ol humans eiiMs.ieed In Ihe 
loiiildeisol Maisism .iiid all line humaiiisls. 
as ihis oseiionline ol hu al .md naiional 
limilaiions under ca|)ilalism is based on 
"shanieless.clirei 1 .biutal esploii.ilioii and 
nndei lliis dispens.ilion, iheie is no olhei 
nevus between iii.iii and man olliei than 
naked sell inleiesi than callous cash 
payment ' ' 

To come nose lo the MNC 01 INC 
(tiaiisnalional coipoialion is perhaps a inoie 
appiopiiaie teiiiii. Ihe ceniial lorcc hehiiid 
Ihepieseiit level ol .elob.ilisalion ils position 
lodav was dehne.iled b\ die pieseni wiilei 
III a lecciil ailicle .is below ' 

The niinibei ol INCs .iccoidiiii; to die 
I 'NC I'AII. li.is shot up lioni 7 OOdio <7 000 
III the past iscci dec.ides .md then diieci 
huei.eii invc’siineni (l■l)h loday .imoimis to 
118112111111011 Ol dlls however. Olds .ibc'ut 
a hundic'd lop I'NCs. 01 .iboiil 0 00^ pei c cm 
ol the lol.il nunibei ol die I'NCs. .lecomii 
loi I S S WiO billion 01 .iboiii one third ol 
die lol.il 1 1)1 loi .ill die I .NCs Aboul one 
ihiid (il die ssoi Id evporis in .eoocis .md non 
l.icloi SCI sues lod.is I.ike die loiniol iiili.n 
liini li.icle belweeii die paieiil Inin .md llieii 
loieiyn .dlili.iies Isso olhei ch.ii.u leiisiic 
le.limes aie 

I 11 Alniosi one h.tll ol die 11)1 siock ol 
I .NCs 111 dcseloped couiiliies in IdOO w.is 
111 die seisues secloi while iii.inul.iciiiiinp 
.iccouiiled loi die l.ii^tesi sectoi in die 
cleseUipiii^ countiies In olhei svoids. che.ip 
laboiii and naiiir.il lesoiiiees aloii}; wiih 
iincoiiceiii loi eiisiromiieiital polltilion in 


tho developing coumricii have {xirsuadedtti&r’ 
TNf'stoshilialiirgc.sharcoflhctrinvcsimcnl 
allocation 10 the lulicr. 

( 2 ) TNCs arc buildintr up iiiiegrated 
mullMierneiworksembracinj; parent lirms. 
then loieignalliliaies,lirnislinkedihroii.eh 
sub contracting, licensing .iiicl siniilai 
coiili.iclii.il aiiangements .md liinis tied 
logelhei Ihioiighalliaiiees '1 he.se nelwoiks 
inelude all tii.i|oi eoipor.ile I unctions, such 
.IS lescaieh and development, niaiiu- 

I. ic nil mg. m.iiketiiig. Iiiiance. accounts. ,ind 
soon, .md dies einbi.ice both the cleseloped 
.md deselopmg woilds 

It should be .icldecithal Ihepoweisol these 
lop I'NCs h.ise become iiiuch nioic 
consolicl.iiecl by their close alli.mce sviih 
mtillin.itional b.inks iMNUs). which h.ive 
become irenienclously poweiliil 111 leceiil 
ye.IIS, .iiicI with the .issisl.nice .iiicl 
coll.ibot.ilion ol nilern.ilion.il iiisiiUilioiis 
like Ihe Woild IJailk .iiicI the I Mb With the 
iesolulion.ilV changes in leleconiniu- 
nic .Illolls and mioi ni.il ion tec hiiologies. these 
lopeenlresol lin.iiic i.il ancle01 poraleconilol 
c.m lod.iy e.isily bvp.iss the legiil.ilioiis ol 

II. moil.il si.lies .md c.m m.mipul.iie die 
mosenieiil ol Im.iiice cicdil .md s.iiiotis 
olhei lesomces on .1 global sc.ile m the 
mieiesi ol their own pioliis ,mcl possei 

Ihe glob.ilis.mon ol piodiiclioii .md 
iii.iikeimg luiu tions III Ihe new ei.i is gr.ip- 
hiL.illy eveinpldied by the lollowin.e c.isc. 

Some moclels o| die llond.i auloiiiobilcs .iie 
designed III l.ipaii.iiul.isseiilbled milk I 'mieci 
Slaic's wall \meiic.iii l.ihoiii .m.l wiili p.iils 
m.imil.icUiiecI m I tiiope die 1 S .mil lap.m 
Is dlls llond.i .1 l.ip.mese cai ’ In liiidi u's 
.ijdoh.d c .11 coming lioiii.i lap.inesi-vomp.ins 
cclucli h.is become .1 gloh.d conip.ms Ihc 
use 111 gloli.d ni.iikeliii!’ h.is come liom die 
i.ipicl gloh.d espaiisioii id iiiulliii.inoii.d 
companies like lloiida" 

(ilob.d opei.iiions ol the INCs in 
ni.iiuil.ic till ing .Old maikeling are¬ 
as comp.mied by studehaiiges m ni.iiis oihei 
.ire.IS I iisi, llieie is a giowing shill lioiii the 
niaiml.ictilling in the seisices piodiiclion 
Aboul no pel cent ol die total employment 
111 developed couiitiies is now piosided by 
die seisiees seelor The s.ime iiend is seen 
111 Ihe cleselopmg counnies too Accoidmg 
to .III esliiii.ile die li.ivel .md tom ism 
iiiclusiis today IS geiiei.iling nioie than CS 
1 . ^.SdO Isdhoii or about (1 per cent ol woild 
(d)l’ I’lesentls it employ s I 27 million or 
oneoleseis I speisoiisiiiiheworld Inoihei 
wolds, msle.iil ol providing looci i lollies, 
shelter, etc. to the iiidlions .md iiidhons ol 
die luingis. ii.iked and rocdless popul.ilion 
ol Ihe woild. Ihe econoniy is gelling 
Ills re.isinglyge.uedioe.iieimgtollu- lancies 
ol the ainueiii. ' 

■Second, eseii in the sphere ol material 
priHluciion. .iiiii.s piodticlion and .inns trade 
occupy a iii.i)or pl.ice. nolwithsiancliiig the 


proclaimed end of flic cold war.'' 

Third. Ihe working of the globalised 
economy is le.iding to a continuous and 
growing impoveiishmenl of the extremely 
pc lor developing c ciunli les through ihg rising 
del led III Ihe bal.tnc'e ol trade and debt 

hill dens 

All Ihis IS aycompaiiic-d by enviionnienlal 
polltilion andeuliural degradation on massive 
sc ales The TNCs in their lust for more and 
more proliis aie sysiem.iiically denuding the 
loiesis. exhausting the 11 replaceable 
icscuiicc's ol the planet .iiul polluting the 
land, water and .111 ol Ihc woild - nioie so 
ol Ihe cics eloping .md dependent p.iilsol the 
woilcl * 

An inscp.it.ible ccuiiiieip.iii ol these 
cleselopnicnis is die polluiion ol hum.umy 
- iliioiigh the spie.ul ol drugs, ciimes sex 
.md so oil .iceoiiip.mied bv die gioss-mg 
seoiji ge of AIDS. I his hum.ui polluiion h.is 
been l.icihl.ilc-d by die inleciioii spic.id 
ihiough die povserliil eleeliome 111.iss mecli.i 
like Idms, l\ s icleo .mcl so on which h.is 
lollowc'd the lechiiologic.il .iclv.iiiee 
lepic'seiilecl h\ die cleselopmenl ol the 
micioehips S.ilellile li.m-'iiiissioiis li.ive 
spie.ul .iiiJ .ire spie.icliiie die genus cd 
mieclioii .ill osei die elohe iiislaiit.meoiisly 
Ihis ic bolh .1 gill .mcl .1 cie.iloi ol 
gloh.ilic.iiiou Ihis ciiluii.il iiimicl.iiion h.is 
iwo iiieviiic.ibly iiileiiiiived oh|eelises 
Tiisl. Il IS aiiiied .11 pioiiiolmg coiisunieiism 
.md llieieby evp.iiichng m.iikels loi ni.iss 
produced coniiiioduies Seeoiul. ihioiigh 
ihi. indiieel piocess ol .0mi1ieiei.1l 
hombauliiieiil. .ueomp.imeci by uleologic.il 
I'l.iiiiwashiiig. Il .unis .11 chltiliiig and 
clispeisiiig ciilic.d .Hid coiiihu'iible 
seiiMinents ol die people liicleecl, it aims al 
iiiipl.iiiliiig III people s niiiicis bland, 
illusoiy .mil idicii downiighi l.ilse .md 
re.ielion.iiy peicepiions ol ii.iiioiial .md 
iiiieiii.iiion.il eiiviiomncnts 

Dec .icles .i.go, die Nc\c York l'imc\ c.iiried 
.1 lull page .Ills eiiiscmeiii which .iloiig with 
.1 visu.il cairiccl III c.ipil.ils .iliiiosl ,m inch 
high ihe In s/ cimimntulniciilo\ the new ei.i. 
Cre.ile Mine Desire '' Capitalism in gciieial 
.ind Us l.ilesi and mosi pciweilul prouigonists. 
die TNCs. Ill partieiilar have developed 
.idverlisetnenls inlo a niosi cllcclive socio- 
pohlical global iiilliienee. Oiigiiially ha.scd 
on die I'l oiioniy s iei|iiirenieiii ol esiabhsliiiig 
hnk.ige heisseeii se.iliereil consuiiieis and 
m.isspiodiicecleoniniodiiies.adveriisemcnis 
h.ise loday deselo|)cd iiiio a line 'an', and 
.idsertismg itself is an iminense mdiisiry Itir 
nianipul.ding Ihe mass inuul. "This 
app.iraius". Lucas rigluly said some years 
ago, "now doniin.iles ali^vieiiial Ide from 
piesicleiitial eledions lo die c'on.suinption ol 
lies and eigareiles". ’ 

In ihe eour.se ol this devehipmeni. 
iidvcrlising 'iiiT ha.s given hirih lo whal one 
German philosopher calls ‘eonimodity 








iTcalttHl in the imafteht’thccohMim^’sdesire. 


Lalcr on. this image, divorecd from its 
e*)mmodily. is the siibjcet of advertising 
promotion" In the course of developing 
tins 'art' based on commodity ae.sthetics. 
these ‘artists' have developed sesuulisation 
in this cralt 


The siippicssion ol instincts plus ihe 
simultaneous illusoiysiiMsIactionot instincts 
tend towaids a general sexualisation ol the 
huiiijii condition The icsponse ol the 
soniinodilies is loielloci scxii.il iinat'es horn 
all sides Heie ii is noi llie sexual obieei 
which lakes on comniodiiy loiiii. but the 
tendency ol all obieils ol use in coiiiinodity 
lorntto iissiiiiie a sexual loi iii to some esiciil '' 

The overall ‘siiategic task ol die 'm.iss 
ciilltire' IS to develop consumer instincts in 
the people to the utinosi, lo tunsler the 
people's consciousness on to philisiine. 
narrow-minded lines, to cnnasculaie as lar 
as possible the socio-polilic.il activily ol 
mass consciousness, and lo diveit people 
Iroiii .idvanced social ideals' '' 

fhe central ob|eclive .nul lesiiltant ol the 
opeiations ol the modem m.iss media 
mech.inisni is to cn^.itc civil society ^s 
C Wright Mills pommel out yeais ago. undei 
the new dispensation 

ihcie IS a movcinciil lioni vvulelv scattered 
little powers and/on ter /ooclov oncentciled 
poweis and allempts at monopoly conliol 
lioin poweilnl cenlies And m bolh cemres. 
economic .mil opinion, powci is paiii.illy 
hidden, they aic cenlies ol mani|inl.nion as 
well as ol aulhoiny 

In the simple dcmoci.iiic sociciy ol pnmaiy 
publics, compelilion ol opinions .ind ide.is 
goes on beiw'ccri (tei iple holding vai loiis \ lew s 
which sc’ivice iheir s|)eci.il inicicsisand then 
leasoning but in lire mass sen lely ol medi.i 
maikels. compelilion uck-s on between the 
crowdsot manipulators wiih the mass media 
on the one hand, and the people leceivmg 
then communicationontheothcr ’Answeiing 
back' by Ihe people is sysicmalically 
unavailable.'' 

The aim ol the rnanipulatois (Mills 
concludes) is to keep the underlying 
population in continuous emoiional 
subjection, this being more im|ioiiaiii than 
the inculcation ol specific beliefs; lor. il the 
frame ol the mind is set for docility in 
opinion, lot obedience in will, the people 
will be ready to believe and ,lo leel any 
number of specilie beliels. In ihi.s the 
rcgimcnlers work deeperlhan .specific views 
and emoiioiis: ihey are trying to modily the 
basic ideological piedisjiosition ot ihc 
person. And they want to do this on a m.iss 
scale: to make all the population alike in 
their ideological predispcrsilitm, in order ih.u 
they will all think as it is desired that they 
think. So the volume of asseriimi bctvmos 
'stunning'; from all sides and through all 


-. senj«b»kconver]^onl6etii<A8iii^i)idfvl(^^ 
All power and all socfaf initiativeiscxcreiscd 
from above downward.*'* 
l-'or decades pa.st. Ihi.s domination ol what 
hasrighilybcciicalled ‘cultural imperialism' 
llowered in the U.S through the clcvelii|iinent 
ol the most .uK ,meed inlormaiion media and 
techniques and wais utilised to extend its giq) 
over Ihe world Not only the developing 
countries, even the most acivaneeci eapilalisl 
eounines did not escape its reach According 
to one source, in the micl-mbOs .iboui one- 
third (It piogi.immcs sereeiied on west 
^•.uropc^^n teles isiiin were made in the I'S 
Isvcn in a lounliv like l•'ranc■e. so pioud ol 
Its national < iiliiiic. 70 per cent ol le.iiiirc 
lilms seieened in that coiiniiy weie loreign 
made, mosilv iii ihe I'.S About 1^ jier cent 
ol publiciv pciloimeil iniisic.il shows in 
Sweden wcic iiii|ioiied Iroin Ihe I'S .iKo ' 
The exi'.insmii ol ihe m.iss in.iiket undei 
capil.tlism .iloin: wiih the development ol 
mass c'ulluie.indm.iss media, h.is histone ,illy 
been sle.idilv eiu lo.iehmg iijion ihe 
sensibililics .iiul .ulivilies ol civil socielv 
The siiuciiii.il progress ol c.ij'ii.ilisi 
com enlralion Ic.icling to ihc use ol I.NCs 
to a highly cloiruii.ini |sosuion in economic 
let ms .ICC onip.inied by Ihe revoluiion.ii y le.ip 
in miorm.ilion U'l hnologic’s h.is crcMlecI the 
j'lresenl siiiialion. in which Ihe sp.ic’ lor civil 
socic'ly eveivwhere m Ihe woild, h.is been 
squecvedinioexiiemelv n.iirow jiiopoilions 
These days, deioions .iie inijxised. .iclions 
resirieied by in.hiipul.itions inio wiong or 
I mine channels I'.sen thought and seniinienis 
are sought to be lightly controlled Ironi 
cenlies, not onlv lemoic liom the |reo|'le, 
as II h.is been lot dee.ides. but m the liii.il 
.m.ilysistiomoiiisulcihecouiiiiv'slioiitieis 
Sigiiilic'.inils, howevei. this regime ol 
extra-milion.il oi sujSM-n.iiional contiol 
economic, poliiieal and icle.iiion.il - is mil 
someihing ih.ii suddenly eaughi an unwaiy 
world in its net The supia-n.ilional 
philosophy - il that is ihe light wool 
behind Ihe l.isi .idv.incing jiroeessol jiolitico- 
economu-icleaiional gloh.ilisalion sv.is 
proclaimed bv the high piiosis ol this 
lendency ye.iis .igo from the house lops, so 
lo say Twenty yeais ago. a seminal and 
jiiihontaiive work"' on Ihe siihjeci quoted 
extensively Iromihe jiroud ivronouneenienis 
ol the lopmosi execiiiives ol the lopimisi 
TNCs ol the svi'ricl .ihout their [X’reepiions 
ol and inieniions about Ihc developing 
‘globalised uoilcf, and more than ID ye.iis 
ago, Ihc pieseni writer extensively quoted 
Iromih.ii woik to underline Ihe signilic.iiKe 
ol this deselopmeni. .Some exceijsts are 
quoted below 

‘T'oi business |>ui|>oses'. says the jircsideiu 
ol the IBM Woild Trade Cotirornlion. ‘ihe 
boiindai ICS lhal separate one nation from 
another .lie no moie rc.il ihan the equator 
The world oiiividc Ihc home countiy is no 
loilgc'l viewed .is a xcrics ol disconnected 


as an exten-sion'c^f a single market'. 

‘The jrolitieal boundaries of nation states'., 
dcelaies Williiun 1 Speiiecr. jircMdcnl of the 
First National City Tori'Nsialiun. which docs 
business with W countries, ‘uic loo narrow 
and constricted lodel me the scojH: and swoop 
ol mi Klein business' F'or Cicorge Ball (lormcr 
t.'S undei secretary ol stale), ‘the world 
coipoiaiion IS jslanning and .ictiiig well in 
.idvaiicc' of ihc world's polilie.il ideas', 
because ii is ‘a modem coiiccpl designed 
lo meet modem rcquiiemciiis' The nation 
siaic iinloitiinalcly is ‘.i veiy old-tashioned 
idea aiidb.idly .id.ijiiedlooui |sieseiilcoinplcx 
w in Id' 

The eiilical issue ol oiii nines, says 
.Maisoiiioiigc (a lop ITS lechnoei.il), ‘is the 
coiicepiu.il conlliii beiwecn ihe seaieh for ' 
glolial opinnis.iiion ol lesoiirccs and the 
inde|icndence ol iiation slates 

liiifiiuiiii'niil sv.lln^. the n.ition 
si.iie IS becoming obsolete l((iiioiio\s in any 
nieaiiingliil sense it will be de.id and so will 
die (oipoialion lhal lein.iins essentially 
n.ilion.il 

1 Asibe l.iigc l!Scol|>olallOll^.lml banks earn 
moiethanSOpei eeiiloliheii piolilsoseisea.s) 
the I S (iwiied ,iiul iii.maged global 
loipoi.iiioiis h.ive liaiiscended ihcli own ' 
coiiiiliy s inieiesi. ouiloi'k .iiid slialegy' 


A mosi c'lmi.il clisiineiion beisveen the 
operations ol ihe pieseni-dav global 
coipoiiiiions and Ihe old style inijieiialist 
lorm.iiions.ihui hasim|iori,ini socio-jKihlical 
im|slic'alions. lollows Ironilhisii.insicndence 
ol the n.iiiowly n.iiional (ieiie|>iion by Ihc 
global eorjioiations fhey .ne now c.ijsablc 
ol becoming lel.iiively iiioicaccommodating 
lo sections ol the oveise.is c.ijulalisis Their 
pieseni economic and j'oliiual strategics 
jicTmii, even eii|oin iheni to eoo|« and 
iiilegialc. ol coiiise .it a siibsidiaiy level, 
sections ol the bourgeoisie lioni their , 
overseas lieldsoi operation This is done in 
diiee w;iys. liisi. the loe.il bouigeoisie may' 
now gel a sm.ill shaie ol the jsioliis and 
leveniie. second, ihis enables the local 
bourgeoisie to .iclncve a limiied clegiee of 
exp.iiision ol then ecomunic .iclivilies, and 
iliircl. this le.icls loan expansio'iol the elitist 
sir.iiiim which lends lo ihmk dial Ihey an;,^,; 
gaming through this global .issoeiaiion by 
w.iy ol relaiive allliience .iml a llood 
sophisticated eoocls with which to pursue a 
high lilestyle; through these and oihei means 
like euhur.il assaults on the local |>o|iuIalion 
lhal go .dong with these opeiaiions. they 
incie.ise then ca|i.iciiy to extend dieii social 
base - III both uibaii and lur.il scciois - by 
integrating ID. |S oi even 2D jvi cc'iil ol 
Ihe c'oiinliy's fioi'iil.ilion into then soeio- 
political.c'ulltiial sysicm. 

'1 he shock w.ises dial these dev elo|)iiients 
adniu'isieriolocalc IVil socielv .ireaMiiicn,se ‘ 
as Ihey aie v.iried .ind pervasive Beloie we: 
.seek to study ihcin. we should lirsi try to,';| 
delinc our apjiroach lo. .iml iiiidcrsiandin^'J 



the concept of civil society in general 
i[}.- terms, necessarily briefly,within the scope 
constraints ol the present exercise. 

A word of caution here. It would be 
'' extremely simplistic to believe llvit transccn- 
’ (lence of national limitations has been or can 
" soon be lully achieved The foregoing 
, analysis is intended only to highlight an 
ongoing process whose progress is very 
■ uneven over time and space. It should not 
also be forgotten socio-political institutions, 
and culture based on them, enjoy some 
autonomy The powers of political parlies, 
politicians, insiiiuiions such as parliament, 
government, buieaiieracy and so on, arc 
directly eoncl.iied with the political 
independence of the slate Hence, these 
institutions may not readily abdicate the 
vantage position they occupy in a 
nation state Moieovcr, it should be 
remembered that even thioiigh centuries of 
evolution, nation stales have seldom, ifever, 
been able to overcome fully local, regional 
and other lorms ol parochial pull. Hence 
there will continue to be tensions between 
ihelendericyiow.irdsupia-national domination 
and attachment to national identity 

II 

'Civil society’, so much in vogue today, 
is an old theme, originating as it did with 
I 7 lh century political philosophers such as 
Thomas Hobbes and John Locke. The 
concept assumed sharper locus in Hegel’s 
writings and subsequently in Mai x's critique 
of them, but was ihcrafler relegated to the 
background till Gramsci took up this subject 
in his prison writings. 

Without using the term directly, Hobbes 
defined civil society as the area "wherein the 
liberty ol a .subject licih.. only in those 
things which in regulating then actions, the 
.sovereign hath pretermitied: such as is the 
liberty to buy. and sell, and otherwise contract 
with one another; to choose their own abode, 
their own diet, their own trade ot lite. and 
institute their children as they themselves 
think lit; and the like", without, however, 
limiting the ’’sovereign power ol life and 
, death”.'"InLocke’sconcepiion,civil society 
has two dimensions. On the one hand, it 
V firovidcs redress and security aginsi anarchy 
and arbitrariness of the ’slate of nature'. and 
on the othci, through the devolution of 
legi.slaiive powers "in collective bodies of 
men, call them senate, parliament or call 
what you pica.sc”. gives them (the popu¬ 
lation) security against the arhitiariness of 
the government,''' 

If we leave aside the latent philosophical 
thrusts. Hegel’s concept of civil society in 
plaincrtermsembraces the realm of economic 
• micresis, labour, private property and class 
distinctions, which Hegel charucten.sed. 
alter Hobbes, as ’the war ot all against all". 
E.ssentially, civil society in Hegel's 


tertninoiog^ 

the material conditions 
conceding the duality ol political society 
(the slate) and civil society (material 
conditions of life). Hegel lays down that 
concrete freedom consists in their identity: 

In contrast with the family and civil society, 
ttie spheies ol private rights and private 
welfare, the slate is from one point of view 
an eMemat ncier.on and ihcii higher 
aulhoiily. its nature is such llial then laws 
and intcicsis ate subordinate to it and 
dependent on it On the other hand, howevei. 
the stale is iheir nnmuneni aim us strength 
lies in the unity ol its universal end and aim 
with the p.’iriicular intcicsl of individuals 
riie paiagraph above (according to Marx’s 
interpreiationi intoims us that (oinieie 
lieedom consists in the identity (to be 
achieved on both sides) of ihe system ol 
paiticular interests (ol family and civil 
society) with the .system of general interests 
(ot the state) 

Marx and Engels, on the other hand, give 
an independent idenitty to civil society, that 
IS. they lelusc to concede the fundamental 
identity ol the slate and civil society. As they 
say in German Uleologw 

Civil society comprises the entire material 
inleraclion among individuals al a pariiculai 
cvoliuionaiy stage ol die productive loices 
It compii.scs the entiie commercial and 
industrial life ol a stage and hence transcends 
the stale and-thc nation even though that lile. 
on the olhei hand, is manilested in foreign 
atlaiis as naiionalily and organised within 
a slate The term civil .society' emerged in. 
the ISthccntuiy whenpic>|serty iclationshad 
already evolved from the community ol 
antiquity and medieval times Civil society 
as such only develops with the bourgeoisie 
The social organisulion. howevei winch 
evolves directly from production and 
commerce, which in all ages loims the basis 
ot the stale and the rest ol the idealistic 
supci structure, has always been designated 
by the same name ” 

While underlining the historical continuity 
ol civil society in general. Maix makes a 
lundarnental distinction between the o/r/civil 
society and the new Under feudalism. 

The old civil society had atlireiih i>i>liiieal 
chaiacicr. that is. elements of civil lile such 
as property, the laimly, (he mode and manner 
ot work, for exainpie. were raised into 
elements of political lile in ihe lorm ot 
landloidism. estates and eorpoiations In this 
lorm they determined the relation of a 
particular individual to the .iltile m a whale. 
that IS. his political iclatinn. his scpaiation 
and exclusion horn other pails of society 
Foi the feudal organnsution ol national life 
did not elevate piopoityoi labourtoihe level 
ofsiK'ial elements but lathcreoinpleicd their 
reparation Irom the state as whole and 
established them as .reparaie societies within 
society. Tnus the vital functions and 


of life. While 



polidcaf; htH In 

That Is. they excluded the individual from 
the state as u whole and transformed the 
xpeeial relation between his corporation and 
the stale into his own general relation to the 
national lile, |ust as they transformed his 
spcetlic civil activity and situation into a 
general aecvity and situation. 

The political revolution, which cwcrihrew 
this domination, turned the stale into the 
people’s business and made the political 
slate the business ot all this revolution 
inevitably destroyed all estates, corporations, 
guilds and privileges variously expressing 
the sepaiaiion ot the people Irom their 
community The political rcvoluliowthereby 
ahohshed the pidnital ihaiailet of <ivil 
un lelv. It shnitlered civil society into its 
constituent elements - on the one hand 
mdtviduah and on the other the male rial and 
.rpiriiiial elements constituting the vital 
content and civil situation ot thcscindividuals 
It lelcascd the political spirit, which had been 
hiokcn. iraginented, and lost, as it were, in 
the various lul-de sacs ol teiidal society. It 
gathered up this scallcrcJ spiril. Iihcraled it 
tiom Its entanglement with civil lile, and 
turned it into the splicic of the commiinily, 
and the general concern ol the people ideally 
indc|wndcni of those paitu idai cleinenis of 
civil lilc " 


Marx demands the ahulilion ol the 
antithesis between political society (state) 
and civil society through the aholiiion ol 
both This is to be achieved by the 
intioductionnt nntcsliicied voiing as n means 
to the tullcst extension ot democracy, vvhicli 
he broadly equates with the traiisiluin to 
sociali.sm. The es.sence of this perspective 
IS loimulaieci in his ‘Young Marx' idioms' 

All ciiiuncipalion ts ie\loi alum ot Ihcluimati 
world and the iclalionshipol men themreh er 
Political emancipation is a icduciion ol man 
mU> a member ol civil society, lo .111 egoism 
mdependem individual on the one hand and 
lo a I linen, a moral person on the other 
Only when the actual individual in.in has 
taken hack into himscll the abstract cili/cn 
and 111 hisevciyday lilc. his individual work, 
and'his individual relationship has become 
a .rpecie.r-heing. only when he has recognised 
and organised his own powci s social powci s 
so that .social force is no longer scpaiaicd 
from his as polim<il power, only then is 
human emancipation complete.-'' 

As mentioned earlier, it i.sAnlonioGi.iimei 
whose writings have created the new interest 
in 'civilsociety' andit.srolcundpolcntialitics 
in contemporary socio-political life 
Gramsci' s conirihulions to this concept have 
two distinctive aspects, not etplicil in eithci 
Hegel or Marx. Theseare.l I) interpenetration 
of political society and ecoiuimic society, 
or the stale and civil sociciy. and ( 2 ) a 
recognisable autonomy of civil .siK'icty which 
gives it a distinct space lor openitmn anti 
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are "two major sttjJrtstniWMrai Wela'i ihfc 
one that cah be called ‘civil iwoiety*. that 
IS the ensemble of organisms commonly 


cals with importantissiies rmatM to the 
actions ofci vil society. It is a good<lc.scnpti vc 
piece which ties together various sirand.s and 


” Ifjsifjfiifi. Fa^ tPAI> Ifelft^etthe ititife^'* 

of world Capitalism and transnational’ ' 
companies in particular.-* ' ■■ 


called 'private', and that of political society' 
or ‘the slate’."-'' 

Gramsci used this concept in his 
elaboration of politics W.v-o-vi.v a number of 
distinct spheres, such as his conception of 
hegemony and domination, war ot position 
and warof manoeuvres, role ot iniclicctuals. 
Jacobinism, passive revolution, and so on. 
It IS beyond the scope of this exercise to give 
an exposition of his rich views. "The 
operational implications ol Gramsci's 


streams of contemporary autonomous mass 
movements in various parts of the world and 
draws nine generalisations from the sui vcy. 
Taken separately, Frank and his eolieagite 
arc mostly correct in their observations except 
on two issues, first, though these movements 
may have si.irtcd locally and in i.solaiion 
from one anoilicr and even with objectives 
of some immediate defensive or offensive 
gams, they in reality operate in and against 
a power sysicm sometimes national in form 


Against this pivot -of concentrated worid 
capitalism - Kothari refu.ses to concede, a. 
eoriesponding pivotal role to its pohitr"^: 
opposite, namely, the world working class:; 
and Its agencies About trade untons, he 
dismisses them almost contemptuously when >■ 
he says, “As regards the trade unions, there . 
has taken place a near collapse of them as 
catalysts of a working class consciousness 
and a working class movement”. His real:' 
altiiude to trade unions is retleetcd in the 


concept of civil soeieiy were formulated by 
the present writer some years ago in his 
monograph on Gram.sci (in Bengali) as 
below: 

» 

The expansive sinictutes of n modern slate 
whieh include.s slate institutions as well as 
oiganisations of civil society resemble the 
'trenches' (in the fortification of a country’s 
war tronl) in the spheie of pr.iclicul polities 
and SCI VC as secure defence sy.slem in a war 
ot position In the previous eia. the war ol 
manoeuvre which used to extend almost 
ihioughoul the wariront now seems to have 
been reduced to pailial war 
In siinplei terms its essence is' because of 
expansion o( civil sociely. the lolc ol direct 
revolutionary uprising lias become relatively 
leduced In other woids. without sufficiently 
reducing the ethical-ideological influerlte of 
the ruling class by waging war of position 
within various insiiiuiions ol civil soeieiy. 
It will not be possible cither to prepare for 
a revolutionary uprising, or to ensure the 
final victory ol a successful uprising 

■'A'lth this theoretical exposition of the 
origin and development ol the concept of 
civil scK'iety, wc can now proceed to Qur 
concluding section about the contemporary 
problems of civil sociely and the evaluation 
ol one of the major viewpoints about it. 

Ill 

There is a proliferation these days of 
contributions on the various aspects of the 
problematiquc of civil society. While there 
is a general agreement about the diversity, 
rolcof local initiative and greater autonomy 
in the development of movements in civil 
society that goes undei the general label of 
social action, sharp controversies, however, 
rage over the question of their- essential 
politics, if we ignore the view that it is 
altogether non-political. Instead of wading 
through the huge body of literature available 
today on the subject, I have chosen to 
concentrate on three or four well-aniculated 
esinys. which are thmselvca based on wide 
' surveys of available tbateriaT 
‘;TQtakeajprPMneiirdontrtb!UHdti«3l^|!Ough 
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but with international ramifications, and 
sometimes obviously international. Hence 
without the consciousness of this 
international dimension and without moves 
lor corresponding strategy, isolated IcK-al 
snuggles with hazy perceptions can only 
h/zle out. maybe after gaining some small 
and temporal y concessions. In one context 
Frank and Fiienies note the global frame, 
including the pervasive domination ol 
MNCs, but leluse to draw appropriate 
operational conclusions therefrom 

Although Flank and Puentes more than 
once note the “uncontrollable lorces ol 
national and world economy" and the 
characieit.siic leature of the contemporary 
situation in which “not even national states 
have sullicient power”, as well as the impact 
of the global economic crisis on local 
struggles they seek to' offer no strategic or 
tactical ixirspcctives in facing the.se problems 
More signilicantly, although they 
occasionally mention the emergence of 
MNCs as global factors, they do not draw 
out the crucial significance of their 
emergence. Further, they either keep silent 
or belittle the lolc of the working class as 
the pivot ol a global front against the MNCs 
within each naliun and on the international 
scale.’’ 

Another prominent .social thinker who has 
been active in promoting the scif-activation 
of civil society m india, Rajni Kothari, goes 
much further than Frank and Fuentc.s in 
depicting the present world process, 
particularly as manifested in developing 
countries such as India. He al.so concedes 
some role lo the working class and their 
organisations including parties, but he gives 
the lattcronly a minor role. Kothari correctly 
and sharply brings out the features and 
signitlcancc of the ongoing globalisation 
process when he says: 

[In] the picture of four-fold confluence - the 
multinationals, the corporate sector at home, 
foreign governments and local regimes - 
there entered a fifth ret of actors which m 
the course of time took on a pivotal role in 
influencing policy priorities and the brood 
diru.st of economic pnitosophy in a large 
number of develcpihgoduniries. The World 
Bank, the IniernatiotuttMOtiettiry Fund, along 


next .sentence wherein he places the press 
and the judiciary at a higher level as he saysJ: - 
“Even the press and the judiciary arc found' 
to fail in their appointed tasks..." . He is d' 
the opinion that “political parties on the ope.' 
hand and trade unions on the other" have ; 
“given way before larger forces, or rather,'; 
forces that are seductive and corrupting In.^ 
a way".’’' ' , 

In this situation, rcpre.senling sort of tt ;| 
vacuum’. Kothari counts upon the NGOs^ 
(non-governmental organisations), of a-^; 
particular sort of course, 

partly to revitalise the party political spacp^.'.'j 
partly to correct its inadequacies but most'^, 
of all to provide a constant gra.ss 
infrastructural pioces.s . to interven^fij 
whenever necessary and above all, to perntifc'^ 
direct involvement of the people in both nonit'-jiv; 
party and party political spacc.s..."' 

Kothari IS apparently oblivious of the fact,';’i 
that he is pulling the carl before the horsjs,^^ 
so lo say. That is, unless the trade unions 
and other working class organisation#,'- 
including the parties of the radical left, keq);'^ 
on struggling - and of coure self-critical}y,'j'^ 
raising the levels of their consciou.sne.s.s inhl, -iij 
mobilisation - there will be no climate 
environment lor the atomistic grass roots':^ 
formations to strike their roots and sproi»t.'!| 
More balanced and much nearer 'o tbe.; 
correct approach is Ncera ChaiKjoke’sz| 
exposition. It correctly notes that much of ' 
the contemporary di scussions on ci vi I society ’ ] 
amounts to the effort to ' 

retrieve civil society as a domain of' 
theorisation autonomous from state-cenPie 
theory [which] has led to a felishisation Of -,';, 
the way people struggle m distinctive ways.' 
The opposite of homogenisation launched 
by the slate becomes plurality, the ' 
counterposition of standardisation becomes,. 
distinctiveness and variation, the inversion?' 
of class becomes ‘people’ and the reverse 
of the macro-processes becomes micro- ; 
episodes.” ;,j 

The author is worth quoting on a number . 
of deteiminants. For instance. 

The contemporary age of politics is marked-^ 
increasingly by the recognition 
appreciation that politics is not shaped solely^ 







by ihe sociu) )>ructiccs of classc^i pnvitegeU 
in radicnt disanirsc a<. aclors. vi/. the 
propertied classes and the (iry.inisod working 
class, hut by inyiiads ol snuggles ovei the 
means of pioductioii and sos i.il lepioduclion 
in iK'opIc’s spaces 

. [People's struggles] have expanded Ihe 
concept ol democi as v itsell I )einocracy rests 
in social juaclKcs ol people at every lc\el 
ol social inieiaclion li is einhedded in Ihe 
clloils ol people to expand aieas ol human 
rights and dignity in all sphcies ol lile. and 
not ineicly in iilualislic and episodic 
paiiicipation in engageinenis. vi/. clecloial 
(K'casions, Demoeiacy is moie identilied with 
einaiicip.ilii"i•’■inwithimidesolgovcinance '' 

The concepiioii . nuci has undeigone 
a change - . no longei "idcniilieci with 

slate and its luiiciionaiics, hut eniciges in 
the liK.il contexts ol conn etc soc'ial inier.Klion 
and in the processes ot social life" 

What IS specilic to these social moveiiienis 
IS that Ihcy aie mulli class, single issue 
oiienled ’"•' locus local powei 
dcteimi. 'ils lestiicled to specilic places, 
happenings ami events and on neai lime 
goals 

Whai has been seen rs the ieduction ol the 
organised iiultistii.i' piolel.iiiale 1 his has 
howevei been paiallelcd by ilic cxp.insion 
ol points ol piodiiclion. al the household, 
sweat shops, sub-contiacting woikshops, 
putting out woik The woiking class has not 
vanished, it has been rcconsiitufed in laigei 
ntimbci.s. Us lahoui is appropriated and it 
does not receive adequate social wages " 

The author, howesei, commits a lapse ol 
omission, but not of commission, by lading 
to locus on the continued key role ol the 
working class in oigaiiised industiies ■ the 
workingcl.issof the old classic.il conception. 
Though reduced in numhei. this segment ol 
the woiking class still retains its ohjeciive 
position withinihecoreol the global c.ipitali.st 
economy as well as iisob)ective potentialities, 
born out ol its existentialist characteristics 
as well as its inheritance ol historical 
experience of class struggle With the 
growing crisis ol the capitalist world 
economy and the consequent breakdown ol 
the post .second world war wcllare build¬ 
up in the develo|X'd capitalist countries, this 
historical working class is steadily revic mg 
today Its militant controntaiK'ii with the h.ird 
core of the world capiialist ordei This is the 
fundamental telerence poini to all struggles 
for people’s rights and livelihoixl all over 
the world. The future ol people’s actions m 
any part of the world lesis in the tmal analysis 
on the two-lold ba.se. (I) development ol 
working class action in the core sector ol 
capitalism, and (2) linkage ol the relatively 
peripheral struggles to the struggles in Ihe 
core sector. 

People's action and the pioblematiquc of 
civil siKieiy can be fmillully viewed only 
In this defined context 
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DESiCtJSM 


Agrarian Changes, Unfreedom and 
Attached Labour 

Surinder S Judhka 


IN liiN coniiHcnt on my paper |Jodhik:i I W4| 
Biass( iy*)S)hastne(Jtoeomesini> ai.i’umcni 
by elaimintllhal nol only arc iherc no eoiimcr- 
tcndcncics’ Icadinc to a decline in (he 
iiicideneeolaiiachedluhoiiroriniheelemenl.s 
ol unlreedom in labour relaiions. bui, lesiatin^ 
his earlier posiiion, that (he trend in I laryana 
agikultuie is an opposite one. I'sing the 
ineehanism ol debt, Br.iss argues, larmers 
control and discipline aericultural laboui 
This leads to 'deconiposiiion/iecomposi- 
tion' Ol 'deproleiarianisution' ol labour. 
Hence lor Bra.ss, indebted labourers, both 
ivimaneni as well as casual, aie like unliee 
slaves and the incidence ol' unlieeiloni is 
glowing with capitalist developuieni in 
llaiyaiia agriciillure. 

While appaieiiily tiyiiig to counter my 
loiiiiulatioii. the actual scope ol hisioniiiietii 
goes niueli beyond what I have tried lo aigue 
111 the aiiicle My papei deals e.scliisively 
with the issue ol emerging pallet ns ni the 
system ol allaehed labour (i e, |K'iniaiK'Ul 
laboureis working with a specific rainier on 
annual contract basisi in Maiyanaagi icullurc. 
Though much ol the lielil data' used in the 
paper has been taken Irom the data collected 
for a broader protect on changing debt 
lelatinns in Haryana agriculiuie which I 

c'lnitted as a PhD thesis in IWO |.lodhka 
l‘^90|. the loriiiulalions and arguments 
presented in the paper, particul.irly my 
disagreements with Brass, were developed 
to a large extent latei in lesponsc to an article 
that Bra.ss wrote and published alter I had 
submitted my thesis and to several other 
hoirks and papers that came out therealtei. 

However, it is surprising that Bra.ss in his 
response has commented more on my 
unpublished tentative formulations pre.sented 
in the the.sis than on the paper in which I 
engage with his position (references to my 
PhD thesis apiicars 16 times in his comment 
andiomyarticicoiily 12 times). My objection 
is not to the reference lo my PhD thesis as 
such, but to the fact that Brass lel uses to read 
my article independently of my PhD thesis 
and to the way in which he picks up statements 
from the thesis and clubs them with those 
from the paper in order to prove his point. 
In a rather unfair way, he even gtK's to the 
extent to trying to find contradictions in my 
argument presented in the paper by picking 
up statements from the unpublished thesis 
Isee Brass 1995; notes 3. 4, 7 and 8!.„, 

1 1 arh,al.so suiprised that even where I i^ve 
no disaipeements with Itis position, Brass 
tries to projpcl that I have a completely 


opposite point ol view and attributes to me 
those po.silions ih.ii I eiiticisc in my pa|x;r 
F-or example, on the question ol cliarac- 
tcnsalion ol .maehed laboui in FFaryana 
tignculiiirc, in many ways I have tried lo 
subsiantiale Hr.iw's position by arguing Ihai 
ihey ;ire "ihe mosi deprived category in the 
agraiiiin society ol Haryana KKlay" .md that 
Ihe elements ol unlieedom are very obviously 
preseni m the icl.itionship, I also do not li.ive 
much piobicni in .iccepliiig bis delinilion o| 
imtrcedoiii Aslic.iigues.,mdlagicc.,iii.iched 
labour is an unlioo relationsbip in the sense 
Ih.ii though ,1 l.ibourer willingly olleis 
hiinsell for work it diK's nol lollow that the 
priKluclion rcl.iiions will be correspondingly 
free m terms ol ihe woikeTs c.ipaciiv lo le- 
enter the laboui ni.nket" |Biass 
Hole 2|. 

Howevei, I dis.igice with Brass when he 
ilaims ihal not only is att.iehed laboui an 
uniree relationship, bin alsoiliai the iiieidcnce 
ol uiilreedoni is growing - what he desei ibes 
as a priK'css ol depiolciariani.sutioii. I also 
hesitate locoiu epiualise present-d-ty ait.ielierl 
labour and other forms of labour-tying 
ai rangcmcnis ih.il .ire merlialed through debt 
as ‘debt bond.ige' oi debt slavery’ (oraccepi 
that It IS giow'ing) I prefer lo call it 'labmir 
mortgage system’ 

And I have very clearly spelled out what 
I mean by it ANwe all. in this framework, 
accepting allaehed labour would imply giving 
up or surreiideiing one’s freedom. It also 
suggests compulsions arising out of a weak 
economic posnion. My rcspryndcnis had lo 
chooselhis ‘unlieeielation’ whenihey needed 
a comparatively large amount of money. 
.Such situations aro.se generally when there 
was a wedding m the family or the house 
had to be icnov.ited or at the time of a major 
illness in the tamily. And in such situations 
they hud to Ioigo their freedom because they 
did nol have .iny other assets. And hence ‘the 
labour mortgage’ This is an instrumental 
decision in the sense that the labourers are 
aware of the bargain, dislike the arrangement, 
but have no other choice. And they try to 
come out ot n as soon as they can. 

Brass finds this formulation "curious and 
contradictory” and in.sists on dc.scribing it as 
"a form of subsistence guarantee" (Brass 
1995:697), which for Brasks operates within 
Ihcsystemof’ pairon-clieniage”and provides 
"its .subjects with economFc security" [Bras.s 
t990;37). 

One of the main reasons for a decline in' 
die system of attached labourihat 1 identified 


in my pajier was a near complete erosion of 
the ideology of patronage and loyally. 
Moieovei, hardly any of my respondents 
saw allaehed labour positively or as a source 
ol economic security. Nor have I said it was 
so in my paper. They chose attached* 
labour nol because of regular subsistence 
requirements but clearly because of 
eontmgetu needs. And il is precisely iii Ihe 
absenee ol ‘pairon-clienlagc' ideology (hat 
Il becomes a system of labour mortgage 
(compulsive and negatively viewed) and not 
.1 sysiem of subsi.stence sceunty (desirable 
.iml iH'siiively viewed) 

The more eonieiuious issue for Brass is 
my asseiiioii that though allaehed labour is 
.m uniree relalion. ihcie are also ‘eoiinter- 
lendencies’ leading to a gradual decline in 
Ihe system ol permanent labour relations. 
The three m.iin factors responsible ior this 
trend that I have ideiuilied in the paper are 
ii)lhegiowmgdislikeollhc"lossoffrccdom" 
iiivolveil in woi king as an ali.iched labourer; 
(III changing powei equations at local and 
regional level along with u near complete 
ciosion ol the ideology ol patronage and 
loyalty. (Ill I glowing linkages with the urban.; 
maikel. openmg-up alternative sources of ‘ 
employment lo the workers 

Noiwiihsiaiulmg his own contention that ' 
iheagraiiaiu'apilaiist.sin Hatyana arc indeed 
pielerring ’’easiial inste.ul ol permanent 
workers" (Brass 1995. 697), he linds my,'; 
c laim .iboul a (retul towards decline in aliaelied 
labour "as an opiimistie (and premature) 
view” I Brass 1965:6971 for Brass, the shift ; 
towards casual labour has been engmeered ^ 
by the capiiahsi farmers who continue to" 
maintain, or even tighten, control ovcf these 
lahouiers through the mechanism of debt' 
and find it comparatively cheaper. Thus, 
substantively, ntu only is there no change in ' 
the phenomenon of ‘attachment' or 
‘unfreedom’, but there is in fact an opposite' 
irend leading to tieprolclarianisation. 

I strongly disagree with Brass here because . 
for me this shift is not a result of changing 
labour needs ol the capitalist pmers, but a ■ 
consequenc e of growi ng assert i vene.s.s among 
the workers and a weakening of the hold . 
of the larmers over the labourers - both 
politically as well as ideologically. In fact 
there was a general .scarcity of those willing , 
lo work as permanent labourers. 

Brass also finds my claim about a trend 
towards a decline in the ineidenec of attached 
labour not suhslunliaied with any quantitative 
evidence and accuses me ol basing my opinion 
exclusively on inlormalion supplied to me- 
by the employer lanncrs and which should , 
therefore be iroated with “extreme caution 
and .seeplicism" (Brass I99.5- note 5). This 
IS rather curious. I have very explicitly slated, 
that the paper i.s largely based on the 75 case") 
.studies of agricultural labourers, permanent' ;v'i; 


W«i)a»i'astiaffiittihija J994;AJ03J I atsfv 
■' "Hijuirvicwed I /() rarmcrs of whom 29 were 
big farmers who icgularly employed 
permaneni lafx)urcrs. Howevei. Brasschcnises 
to ignore this and attributes my claim to the 
opinions ot the big farmers alone Moreover, 

I am not the Inst person to leport a decline 
in the incidence ol attached labour in Indian 
agriculture. I'vcn iii the case ol Haryana. 
Shiela Bhalla has been si.ilcd to have made 
a similar obseivaiion |sce Chaudhary 
1993.A-148. note HH| 

Thi.s, iiowever. may not be sigmlicant for 
Brass because he also .irgucs that "the 
structure of debt and bondage in Haiyana 
has shifted liom permanent tocasu.il labour" 
(Brass 1993 note 21 ' him. the process 
of deproleiu.... .isalion affects the casual 
labourers more 1 ms vlaim can, however, be 
easily contested wiihthequaniilaliveevidencc 
that I have provided in my paper and 
elsewhere [.sec Jodhka 1990) As reported in 
the pajier. average standing uebt ol a casual 
labourerliominlormalson ■ '*swasRs.1,024, 
while perp' ”ienl labouiers had an average 
informa! ucnt (larucly Irom employer fai iners) 
of Rs 5,786. Also it was niuch easier for a 
casual labourei to get an IRDP scheme 
sanctioned than it w is tor a permanent 
labourer. Out of 45 casual labourers 
interviewed, .31 (69 per cent) had availed of 
44 IRDP schemes, while out ol ,i0 permaneni 
labourers, only 12(40 percent) had been able 
to get 14,schemes .sanctioned. Con.scqucnily, 
the proportion of standing informal debt on 
an average for an attached labouici .is 89 
per cent while for a casual labourer ii was 
59 per cent, II debt leads to growing 
unfreedom (or, to put in Brass’s words, 
‘dcprolclarianisation’), casualisalion ol 
labour implies an opinisite trend. 

In quail tati ve terms also labourers prel eircd 
casual labour because they say much more 
freedom in it. It was when they had to work 
as permanent labourers that they lell their 
freedom was being .surrendered. And nowhere 
in my paper have I argued that attached 
labourers are not unfrec. However, I have 
no evidence, quantitative or qualitative, to 
be able to agree with Brass that there is a 
process of increasing unfreedom in Haryana 
agriculture - either in terms of an increase 
in the number of those working as perma¬ 
nent labourers or in the form of growing 
unfreedom of labourers. 

Also, unlike some other parts of India, the 
system of ’beck and call' (Thorner’s 
expression), as claimed to be growing in 
Haryana by Brass, did not exist m my study 
villages. 'I'hough casual labourers did report 
that they often borrowed from the big farmers 
with the commitment of working for them 
during the peak season, this did not work as 
a system and unlike the ‘naukar’ system, it 
did not have a local name. 'Therefore, such 
debt obligations were of temporary nature 
and describing it bondage’ would be an 


overstaieme^, < 
done on contractual basts' an<il~h»iii( of ihe* 
labmirers anyway preferred working on the 
larm duimg the peak .season Apart from the 
better wages that they got during .such times, 
they also looked forward to storing some 
gram lor the hou.sehold In fact, peak season 
labour-tying by big larniers worked more 
against the smallci larmcrs who al.so needed 
to employ labour duiing the peak seasons 
but could not alfoid to pay advance wages 
to tie the labour. Hence they had to wait till 
the work got over m the bigger farms 

Farmers in my study villages did not have 
the kind ol conti ol that Brass seems to suggest 
in his tormulation. Not always could they 
discipline their workers through the 
mechanism ol debt rheiv wcie instances 
where a labourer would either run away with 
the ilebt to a nearby vill.ige or would simply 
slop working and refuse to pay back the debt. 
As reported in my pajrcr, there were at least 
live such cases where a labourer was cither 
absconding with the debt or he was staying 
in the village but had refused to pay back 
the amount [Jodhka 1994 A-I05|. Such a 
situation gencially aro.se when an ongoing 
contlict reached the stage of a scuffle or a 
physic.il light In a fluid and changing 
political context, not always could the laimcrs 
compel such estranged workers to pay hack 
the outstanding ilebt They also hesitated to 
rcprjrt such cases to the police for fear ot 
litigation. Once the case went to the ‘labour 
court', farmers lost whatever chances they 
had ot recovering the debt. 

On the issue of ‘changing masters’ al.so 
my argument is very dilfercnt from that ol 
Brass While tor Brass, the ability ot the 
labouiers to change their masteis is ol no 
consequence, to me it .seems that the new 
po.ssihililics opened up by the formalised 
contractual arrangement in the pre.sent-day 
naukar system has made at least some 
difference Payment in the form of an annual 
cash wage makes it possible to translate the 
annual wage into monthly or even daily 
wages. Such a po.ssibiiity did not cxi.st in the 
older ’.sajhT system whercalabourer received 
payment for his labour in form of a shaic 
from the farm yield. Hence he had no choice 
of shifting over to another master till the 
harvesting was over. While in the present 
day naukar system, a labourer had to only 
find a new farmer who was willing to employ 
him with an advance to clear the debt of the 
previous employer 

In the context of the factional divisions 
among big farmers and general scarcity ol 
those willing to work as naukars, it was not 
very difficult for a labourer to find another 
employer. ’There were some such cases in my 
study villages where labourers had actually 
shifted their masters before the contract year 
was over. Though this does not imply a 
complete openuig up of the labour market 
or freedom of the attached labourers, it does 


system, % drying, a pa'nitt 
possihi lity oTchanging masters in th^ presetit- 
duy naukar .system and the ability of a slave 
ploughman of the Mughal period lo change 
master by borrowing from a new master in 
order to liquidate his obligation to the old 
(sec Brass 1995; note 8). Brass isonty trying 
to suggest that over the centuries nothing 
substantive has changed in ihesociaJ relations 
ol production in Haiyana agriculture. 

'The availability of alternative sources of 
employment, icpcatcd experiences of 
participation in the electoral process of 
electing representatives at local, regional and 
national levels, growing urbai^ contact, 
exposures to mass media and above all a 
near-complete erosion of the ideology of 
patronage and loyalty have led to a qualitative 
change in the politics of the subordinate 
groups in rural Haryana. The empirical 
instance ot this new politics ranged from 
increasing assertiveness in everyday life 
(which at times led to conflicts) to the 
emergence of a pan-Indian dalit movement. 

However, m his analysis of class struggle 
III Haryana agriculture. Brass not only 
neglects the changes taking place in the 
bioader context of logioiu:! and national 
politics, but also provides no scope for an 
agency to the subordinate class. Even (he 
availability ol alternative sources ot 
employment Brass seems to view from the 
perspective of the fanners who "might accept 
- and even encourage - their labourers seek¬ 
ing alternative employment during the off- 
.sea,son'’ [Brass 1995: 698|. The tact that 
additional employment would al.so mean 
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Brass. Even the migrant labourer, who for 
Brass is an impoitant source of recomposi¬ 
tion and deproletarianisation, has another 
dimension. The fact that such labourers 
generally have rural origins and are able to 
migrate out also points to a process of 
weakening of unfrcc relations which makes 
It possible for them to go out of the villages 
of their origin.'- 

Though I agree with Br<i.ss that programmes 
like IRDT do not function independent of 
the agrarian class stmciurc, 1 did not find 
the scheme being completely controlled and 
monitored by the big farmers. Big farmers 
did try to influence the bank bureaucracy 
against advancing IRDP loans, particularly 
to their attached labourers (ac reported 
above, it was morcdifhtult foi apermanent 
labourer to get an IRDP scheme sanctioned 
than It was lor a casual labourer), but it 
was noi always that they could succeed 
Factional politics in the village, competing 
political interests of the different sections 
of the dominani cla.s.s, the incremental 
policies that lhe> piiisucd to consolidate 
ihcir votes among the menial castes and 
growing politicisation ol the subordinate 
groups were also among the factors that 
inlluenccd the working ol piograninieslike 
the IRDP. It IS in this complex set ol 
proces.ses that one has to locate the ‘couBter 
tendencies’ that aie weakening the power 
of big lartncrs and peihaps also leading to 
a limited empowerment ol the subordinate 
gioups in rural Haiyana A possible trend 
towards a decline m attached luboui is only 
an aspect of this hioadcr process 

Notes 

1 I also visited iny held villages again in May 

1992 foi two weeks 

2 I tun grateful to D N Reddy tor puinnng this 

out 
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As on 


Ended 
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31.3.95 
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Schedule 

Rs in OOO's 

Rs in OOO’s 

Schedule 

Rs in OOO’s 

Rs in (XXl’s 

CAPITALS; 




1. INCOME 



LIABILITIES 











Interest earned 13 

3,206,756 

3,074.714 

Capital 

1 

156,825 

156,825 

Other income 14 

815,409 

648,537 

Reserves and Surplus 

2 

2,846,557 

1,850,211 

TOTAL 

4,022,165 

3,723,251 

Deposits 

3 

24,511,491 

21,931,477 




Botrowings 

4 

2,697,843 

2,940,346 

II. EXPENDITURE 



Other Liabilities and 




Interest expended 13 

1,558,974 

1,442.149 

Provisions 

5 

1,746,374 

1,971,265 

Operating expenses 16 

877,529 

706,627 

TOTAL 


31,959,090 

28,850,124 

Provisions and 
contingencies 

577,485 

771,021 

ASSETS 




TOTAL 

3,013,988 

2,919,797 





III. PROFIT/LOSS 



Cash and balances with 







Reserve Bank of India 

6 

5,036,075 

746,324 

Net profit for the year 

1,008,177 

803,454 

Balances with banks 




Profit brought forward 
Hedging cost of Remittable 

1,304,268 

661,305 

and money at call 




Profits to be borne by 



and short notice 

7 

682,467 

795,188 

Head Office 

(11.831) 

Nil 

Investments 

8 

11,201,488 

15,423,157 

TOTAL 

2,300,614 

1,464,959 

Advances 

9 

12,300,411 

9,344,036 




Fixed Assets 

10 

386,811 

359,595 

IV. APPROPRIATIONS 



Other Assets 

11 

2,351,838 

2,181,824 

Transfer to Statutory Reserves 

201,635 

160,691 

TOTAL 


31,959,090 

28,850,124 

Transfer to Capital Reserves 

13,507 

Nil 





Balance earned over 



Contingent liabilities 

■ 12 

83,967,361 

80,425,757 

to Balance Sheet 

2,085,472 

1,304,268 

TOTAL 

2,300,614 

1,464,959 
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The schedules referred to above form an integral part of 

die Balance Sheet 




the Profit and Loss Account 



As per our rqwtt of 

Signatures to Balance Sheet 

As per our rqiort of Signatures to Prcrflt and Loss Account 

even date attached 

and schedules 1 to 12 and 17 

even dale attached 

and schedules 13 to 17 

For and on behalf of 




For and on behalf of 



Kalyaniwalla A Mistry 

Pdr American Expreu Bank Ltd 

KalyaniwilU A Miitry For American Express Bank Ltd 

Chattered Accountants 




Chartered Accountants 



Sd/- 



Sd/- 

Sd/- 


Sd/- 

V. R. MehU 


Bharat Paiaahar 

V. R. MehU 

Bharat Paiashar 

Partner 


Chief Executive 

Partner 

Chief Executive 


Bombay 

Dated; 4di August, 199S 


New Jersey (U.S.A) 
Dated: SJst July, 1995 


Bombay 

DMed:4lti August, 1993 


New Jersey (U.S,A) 
Dated; 31st July. 1993 











































AMERICAN EXPI^ BANK LIMITED 

dNCORPPRAip) IN THE US.A. WITH UMITED UABHITY) 
INDIAN BRANCHES 


SCHEDULES FOUMING PAST OF THE BALANCE SHEET AS ON 31 ST MARCH, 1995 


As on As on 
31.3.95 31.3.94 

Rs in OOO's Rs in OOO's 




SCHEDULE 1—CAPITAL 

1. For Banks Incorporated 
Outside India 

Capital 

i) Amount of deposit kept 
with the Reserve Bank of 
India under Section 11(2) 
Of the Banking Regulation 
Act. 1949 

ii) Amount brought in by the 
bank by way of capitsd 

TOTAL 


SCHEDULE Z-^t£SERVES 

AND SURPLUS 

I. Staniiory Reserves 
Opening Balance 
Additions during the year 

II. Capital Reserve 
AMtions during the year 

III. Capital Asset Reserve* 
Op^ng Balance 

IV. Property Revaluation Reserve 
Opening Balance 

V. Balance in Profit A Loss 
Account 

TOTALan,lU.IV&V) 


* This represents the profits 
rrsaineri in India and inveitad 
in the purchase of premises w 
kaf tern teases thmof before 
Miadi 31st, 1993. This reserve 
is not npatrUde so teng as the 
temk coolinues doing business 


500,000 

340,000 

156,825 

156,825 

156,825 

156,825 

432,004 

271,313 

201,635 

160,691 

13,507 

Nil 

39,888 

39,888 

74,051 

74,051 

2,085,472 

1,304,268 

2,846,557 

1,850,211 


SCHEDULE 3—DEPOSITS 

AI. DemandDeposits 

i) From Banks 

ii) From Others 

II. Savings Bank Deposits 

DI. Term Deposits 

i) From Banks 

ii) From Others 

TOTAL (I. II & III) 


B I. Deposits of Branctes in India 24,511,491 


U. Deposits of Branches outside 
India 

TOTAL 

SCHEDULE 4—BORROWINGS 



I. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions and 
agencies 

II. Borrowings outside India 
TOTAL (I & U) 

Secured borrowings included 
in I & II above 

SCHEDULE 5—OTHER 
LIABILITIES AND 
PROVISIONS 

I. Bills payable 

II. Inter-office adjustments (net) 
ni. Interest accruetl 

IV. Others (iiKluding 
provisions)** 

TOTAL 

** Including (i) Rs. 1 thousand 
(previous year Rs. 1 thousand) due 
to Amexco Nominees Pvt Ltd., a 
subskfiary.; (ii) Rs. 497,021 thousand 
Qxevious year Rs. 414,100 thousand) 
pertaiimig to Tnvd Related Services 
DiviBoo^Net Liabilities. 


As on 
31.3.95 
Rs in 0(X)’s 

As on 
31.3,94 

Rs in OOO’s 

250,710 

3,514,333 

147329 

3,253,413 

920,931 

738,730 

82,361 

19,743,156 

83,972 
17,707,833 - 

24,511,491 

21,931,477 

24,511,491 

21,931,477 

Nil 

Nil 

24,511,491 

21,931,477 



239,584 

813,730 

789,269 

1,850,000 

373,914 

22,340 

1,270,615 

278,737 

2,697,843 

2.940',346 

Nil 

Nfl 

271,803 

414334 

Nil 

69,699 

1,069,391 

759,446 

405,180 

727,566 

1,746,374 

1,97L26S 














































AMERICAN EXPRESS BANK LIMl^ 

(INCORPORATED IN THE U.S.A. WITH LIMITED LIABILITY) 

INDIAN BRANCHES 

SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH. 1995 



SCHEDULE 6—CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I. Cash in Hand 

(Including foreign currency 
notes) 

11. Balances with Reserve 
Bank of India 

i) In current account 

ii) In other accounts 

TOTAL (I & II) 


SCHEDULE 7—(BALANCES 
WITH BANKS AND 
MONEY AT CALL AND 
SHORT NOTICE 

' I. In India 

i) Balances with Banks 

a) In current accounts 

b) In other deposit 
accounts 

ii) Money at call and short 
notice 

a) With banks 

b) With other institutions 

TOTAL (i'& ii) 

II. Outside India 

i) In current accounts 

ii) In other deposit accounts 

iii) Money at call and short 
notice 

TOTAL (i, ii & iii) 
GRAND TOTAL (I & II) 


As on 

As on 

31.3.95 

31.3.94 

Rs in OOO's 

Rs in OOO’s 

25,055 

24,669 

5,011,020 

721,655 

Nil 

Nil 

5,036,075 

746,324 

228,257 

139,625 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

228,257 

139,625 

176,689 

306,853 

Nil 

Nil 

277,521 

348,710 

454,210 

— 

655,563 



7,658,957 8,429,104 


As on Ason 
31.3.95 31.3.94 

Rs in OOO’s Rs in OOO’s 


SCHEDULE 8—INVESTMENTS! 

I. Investments in India in: 

i) Government Securities 
li) Other Approved 
Secunties 

iii) Shares 

iv) E>ebentures & Bonds 

v) Subsidiaries and/or 
joint ventures 

vi) Others (to be specified) 

Units of Unit Trust 
of India 

Commercial Paper 
TOTAL 

II. Investments outside India 

GRAND TOTAL (I All) 111,201,488 j 15,423,157 


Nil 

28,431 

3,270,708 


1,184 

242JZ08 


Nil 

28,431 

1,664,850 


569,620 

4,731,152 


11,201,488 15,423,157 



SCHEDULE 9^ADVANCES 

A i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable 

on demand 

iii) Term loans 

TOTAL 



7,737,302 

603,952 


12,300,411 9,344,036 


B i) Secured by tangible assets 7,169,069 

ii) Covered by Bank/ 

Government Guarantees 376,907 


iii) Unsecured 


376,907 
4,754,435 

12.300,411 I 9.344.036 



682,467 


795,188 


TOTAL 












































MNitiJirrEX) 


(INCORPORATED IN THE U.S.A. WITH LIMITED LIABIUTV) 


INDIAN BRANCHES 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31 ST MARCH, 1995 


As on As on 
31.3.95 31.3.94 

Rs in OOO’s Rs in OOO’s 



C I. Advances in India 

i) Priority Sector 

ii) Public Sector 

iii) Banks 

iv) Others 

TOTAL 


n. Advances outside India 


TOTAL (C1 & II) 


SCHEDULE 10—nXED 
ASSETS 

I Premises 

At cost as on 31st March 
of the preceding year 
Additions during the year 
Deductions during the year 
Revaluation during the year 
Depreciation to date 

TOTAL 


II Other Fixed Assets 
(including furniture & 
fixtures) 



2,403,447 2,032,757 

Nil 509,597 

1,506 18.668 

9,895,458 6,783,014 


12,300,411 



At cost as on 31 St March of 



the preceding year 

234,217 

138,556 

Additions during the year 

87,960 

119,430 

Deductions during 



the year 

(39,403) 

(23,769) 

De|»eciation to date 

(69,588) 

(49,937) 

TOTAL 

213,186 

184,280 

GRAND TOTAL (I& ID 

386,811 

359,595 


SCHEDULE 11—OTHER ASSETS 

I. Inter-office adjustments (net) 

II. Interest accru^ 

III. Tax paid in advance/tax 
deducted at source 
(net of provisions) 

IV. Stationery and stamps 

V. Non-banking assets acquired 
in satisfaction of claims 

VI. Others* 

TOTAL 

* Including Rs. 500,(X)0 thousand 
deposit with Small Industries 
Development Bank of India 
(previous, year Rs. 940,000 thousand). 

* Including Rs. 457,463 thousand, 
(previous year Rs. 346,287 
thousand) pertaining to Travel 
Related Service Division— 

Net Assets. 

* Including Rs. 1 thousand, 
(previous year R%. 1 thousand) 
in Amexco Nominees Pvt. Ltd., 
a subsidiary. 

* Including Rs. 290,817 thousand 
(previous year Nil) pertaining to 
American Express (India) Pvt. Ltd., 
a subsidiary of American Express 
Company Inc., the holding 
company of the Bank 

SCHEDULE 12—CONTINGENT 
LIABILITIES 

I. Claims against the bank 
not acknowledged as debts 

II. Liability for partly paid 
investments 

III. Liability on account of 
outstanding forward 
exchange contracts 

rV. Guarantees given on behalf 
of constituents 

a) In India 

b) Outside India 

V. Accq>tances, endorsements 
and other obligations 
Vl. Otho' items for which the 
bank is contingently liable 

TOTAL 


As on 
31.3.95 
Rs in OOO’s 

As on 
31.3.94 
Rs in OOO’s 

84,590 
566,608 i 

Nil 

497,411 

122,677 

73,112 

Nil 

Nil 

Nil 

1,577,963 

Nil 

1,611,301 

2,351,838 

2,181,824 


5,146 3,439 

62,500 Nil 

78,176,831 67,824,993 

2,494,925 3,243,882 

189,727 79,729 

2,355,557 7,874,491 

682,675' 1,399,223 

83,967,361 80,425,757 





































AMERICAN EXPRESS BANK LIMTIKD 

(INCORPORATED IN THE U.S.A. WITH LIMITED LIABILITY) 
INDIAN BRANCHES 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED 31ST MARCH. 1995 


Year Year 

Ended Ended 

31.3.95 31.3.94 

Rs in OOO's Rs in QQO's 


SCHEDULE ij 
EARNED 


-INTEREST 


I. Interest/discount on 
advances/bills 
11. Income on investments 
HI. Interest on balances with the 
Reserve Bank of India and 
other inter-bank funds 
rv. Others# 

TOTAL 

“#” includes Rs. 11,712 thousand 
interest received from American 
Express (India) Pvt. Ltd., a 
subsidiary of American Express 
Company Inc., the holding 
company of the Bank 
“#” includes Rs. 14,501 thousand 
interest on Incom&Tax refunds 
relating to earlier years 


SCHEDULE 14-OTHER 

INCOME 

I. Commission, exchange and 
brokerage 

II. Profit/(loss) on sale of 
investments (Net) 

III. Prorit/(loss) on revaluation 
of investments (Net) 

IV. Proflt/(loss) on sale of land 
building and other assets (Net) 

V. Profit on exchange 
transactions (Net) 

VI. Income earned by way of 
dividends etc from subsi- 
diaries/companies and/or joint 
ventures abroad/in India 

VII. Miscellaneous income 

TOTAL 


Year 

Year 

Ended 

Ended 

31.3.95 

31.3.94 

Rs in (X)0’s 

Rs in OOO’s 

1,351,567 

1,902,898 

1,607.879 

963,085 

88,722 

158,588 

105,981 

102,750 

3,206,756 

3.074,714 



355,943 289,215 

15,213 5,442 

288,860 45,334 

(17,200) 947 

163,924 292,203 


Nil Nil 

8,669 15,396 


815,409 648,537 


SCHEDULE 15—INTEREST 
EXPENDED 

I. Interest on deposits 
II. Interest on Reserve Bank 
of India/inter-bank 
borrowings 
III. Others 

TOT/UL 


SCHEDULE 14-OPERATlNG 

EXPENSES 

I. Payments to and provisions 
for employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

IV. Advertisement and 
publicity 

V. Depreciation on bank’s 
property 

VI. Directors’ fees, allowances 
and expenses 

VII. Auditors' fees and 
other expenses 
(including branch auditors) 

VIII. Law charges 

IX. Postage, telegram, 
telephones etc. 

X. Repairs and maintenance 

XL Insurance 

XII. Interest Tax 

XIII. Outside Data Processing 

XIV. Travelling Expenses 

XV. Other Expenditure 

TOTAL 



1,362,199 1,143,750 


159,760 

37,015 


1,558,974 



224,210 

74,189 


231,383 

163,467 

77,571 

69,361 

26,387 

24,855 

34,850 

39,647 

59,027 

21,500 

107 

11 

700 

944 

1,124 

1,217 

127,252 

92,067 

35,344 

27367 

13,824 

7,146 

74,274 

73,688 

8346 

•12323 

70,231 

46,994 

117,109 

125,940 

877329 



Economic and Polidctt 




































2. In accordance with the instructions received from the Reserve Bank of India, the assets and liabilities related to, and as 
appearing in the books of, the Travel Related Services Division, after adjusting the loss for the year, have been shown under 
“Other Assets” and “Other Liabilities”. 

3. During the year, the Bank has changed the policy relating to valuation of permanent investments. Discount on acquisition 
of permanent securities, which was accrued over the residual period to maturity up to the previous year has not been accrued 
dunng ; year as per the guidelines of the Reserve Bank of India. As a result of this change the profits are lo^jer by 
Rs. 44,700 •’’■^usand. 

4. Dei, 'Is to the extent of Rs. 1,168,094 thousand, raised by the Income tax authorities in respect of Assessment years 
1990-91 11 ., 1992-93, have not been provided in these accounts since these are being contested in appeal and the bank is 
confident of the appeals being decided in its favour. 

5. All balances with other overseas branches of the Bank and the Head Office have been grouped in the appropriate heads of 
account. 

6. Figures for the previous year have been regrouped and reclassified wherever necessary. 


AUDITORS’ REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES OF AMERICAN EXPRESS BANK 
LIMITED UNDER SECTION 30 OF THE BANKING REGUI,ATION ACT, 1949 

We have audited the attached Balance Sheet of the Indian Branches of American Express Bank Ltd. (Incorporated in the U.S.A. 

with limited liability) as at 31st March, 1995 and the related Profit and Loss Account for the year ended on that date annexed 

thereto, in which are incorporated the transactions of the Office of the Chief Executive Officer and the transactions of Travel 

Related Services Division in India. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the 

Banking Regulation Act, 1949. read with the provisions of Section 211 and Section 227 of the Companies Act, 1956 

We report that: 

1) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for 
the purposes of our audit and have found them to be satisfactory. 

2) '^e transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches of the Bank. 

3) In our opinion, proper books of account as required by law, have been kept by the Indian Branches of the Bank so far as 
appears from our examination of these books. 

4) The abovementioned Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report 
are in agreement with the books of account. 

5) In our opinion arid to the best of our information and according to the explanations given to us, the accounts together with 
the notes thereon, give the information required by the Companies Act, 1956, in the manner so required for Banking 
Companies, and on such basis, the Balance Sheet gives a true and fair view of the ^ate of affairs of the Indian Branches 
of the Bank as at March 31, 1995 and the Profit and Loss Account gives a true and fair view of the profit of the Indian 
Branches of the Bank for the year ended on that date. 


For and on behalf of 
KALYANIWALLA & MISTRY 
CHARTERED ACCOUNTANTS 


Bombay 

Dated: 4th August, 1995 


Sd/- 

V.R. MEHTA 
PARTNER 
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Rajiv, a valued customer, has 
discovered the advantage of 
getting his Home Loan sanctioned 
before he started his search 
for a house. Because the moment 
he found a house that met his 
approval, the money was ready 
and waiting! No delay. No 
worries about someone else 
cornering the house as he got 
the money together. 

Rajiv not only saved himself 
from needless anxiety, but 
also valuable time and money. 
HDFC sanctioned his loan, 
based on his repaying capacity 
and scrutiny of basic documents. 
Soon after he found his house, 
HDFC was able to disburse the 
loan quickly as the loan had 
already been sanctioned. 

Rajiv took a loan of Rs. 1,.*>0,000 
repayable over 15 years and 
his monthly instalment was 
Rs.2,190, which he was able 
to calculate from the tables 
given here. 



..-.-.I 

Loan Amoant 
(Rs.) 

Rate of Interest 
(% per annum) 

0 - 25,000 

12.00 

25,001-1.00,000 

15.00 

Above 1,00,000 

15.50 


E MI (Monthly Initalmcnt) 
tor loan of Ri. 10,000 


Tfrm of loan 

% per 

annum 


(Yrs) 

12 00 

15 00 

15 SO 

5 

2.12 

249 

252 

10 

148 

167 

170 

IS 

123 

141 

146 

All Rajiv 

had to do 

to ge 


BH P F C 

Regd. Office: Bombay. 


his loan sanctioned was, fill 
in the Free 'Home Loan 
Application Form. And 
submit his passport size 
photograph, a cheque for the 
processing fee and his 
latest salary slip. If he was 
self employed, and not a 
salaried employee, he would 
have needed his computation 
of income. (Profit & Loss 
Account and Balance Sheet, 
for the last 3 years). 

The name plate on his 
dour today, declares his 
wise decision. 

Now, all you have to do is contact 
us. We are at your service. 


BOHBiiriRtfiLOMnlRiiiionHouM.in.BMttiayHscltfflMon.BonlM|r400020 Phonn 2B202U(Slnw),2S362S5(SlnM).NEWDELHI HOFCHouM.B4/3S^i)<figEnclam.OOAC<inumrcWCainplu, 
(Opp.OMfPartt.NwIMMIIOOZS PhonM N31«,e01Sn,l02M7CALCUTn;JNVin)Mp,3nlFll»r.1 UttMonSIrattCalcijnaTDOOTI Phonn.247t2$«. 400645.406296 -CootoindKoMrlJUg. tM 
Ffeor.20,OldCoulHouMSt«lLCilcolti7Dg001.Plian4i:24aiM1.2489980MADRAS; 123.ManhaliRoMlEgnwt,U6ilni6(l0006 Phonn 8266574,6269575 BANOALORE:20/2.VltilMolVoHoM 
Bangikn 560001. Phonn 2274800.2234142.2210466 


Primed by ^ihna Rti at Modem ArU and Industries. 131, A-2 Industrial Estate, Oai^iatrao Kadam Maig, Lower Parcl, Bombay 400 013 
uid Iby him (br Samedksha Trust from Hitkari House, 284, Shahid Bhagauingh Road, Bombay-400 001. 
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Rci^ No M H>B]r/South«32S 
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HE PROflTS 
Of 

PERfORMANCE. 


M' 



The financial results for the year 
1994 • '95 are out. And this year 

too, our performance has been 

0 

exceptionally good With one 
remarkable highlight ■ our profits 
touched an all - time high of Rs 43 30 
crore, which is more ihan double 
our profits for the previous yeai ' 


IF YOU'VE NOTICED, WE'VE DOUBLED OUR PROFITS THIS YEAR TOO. 



ttALANCe SHliET (AttlltOOSD) AS AT 31 ST MARCH 199S 







(Ri. In lakD*) 

• EPS - Ra. 30.20 

LIABIUTIES 

31.3.1MS 

31.3.1M4 

ASSETS 

31.3.139$ 

31.3.1994 

Capital 

Raaarvaa A Surplua 

U%Q 63 
126,09 99 

11,09 79 
57,91 31 

Cash artd balancat with 

Rasarva Bank of India 

322,50 49 

470,21 80 

• BOOR VALUE PER SNARE 

(Rf.lO) • Ri. 9t.2t 

DtpOflll 

2790,90 09 

2433,08 70 

Balancaa with Banka and 



Borrowfnga 

208,11 34 

54,29 12 

monay at call A short noHca 

49, tt 48 

87,63 31 


Othsr liablhitat A 

184,13 84 

150,11 19 

Invastmants 

1057,79 43 

807,46 60 


Proviaiona 



Advancas 

1631,50 70 

1,107,34 43 





Fixad Aaaata 

00,80 71 

,0,68 40 





Othar Asaata 

193,39 03 

139,75.53 


TOTAL 

S124,11.U 

2T12,10.07 

TOTAL 

3324,11.85 

2712,10.07 


l b LOSS ACCOUNT FON THE YCAN gWDEP 31.Oa.lBW 

(R(. In likM) 

-- - -—- 1 ---,- 1 — -, 


expenditure 

31.3.1999 

31.9.1994 

INCOME 

31.3.1999 

31.9.1994 

Intwnt EipMidtO 
Opwitlng EipanMt 
Prwl4lan« A 
Con0n8.nclM 

Nm Profit 

223,42 60 
76,28 10 

34,34.88 
43,30 48 

150,74 50 
52,37 73 

24,01 70 
17,00 42 

Intarast Earnad 

Othar Incoma 

334,97.46 

42,38.60 

232,15.25 
21,65 25 

TOTAL 

37r,M.OO 

201,00.00 

TOTAL 

377,00.00 

200,00.50 


Chtirmin . N.R.K. Hnir 



FEDERAL BANK 

lIMiTED Regd. Office: Ahraye, Kerala. 

YOUR PERPICT RANKINO PARTNER. 
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« NATION-STATE IN ERA OF ‘GLOBALISATION’ 

(8 LIFE AFTER ENRON 

m COLONIALISM AND ENVIRONMENT 
IN INDIA 

E V M DANDEKAR 

m ECONOMIC REFORM AND 
RURAL POOR 

■I DEMAND FACTORS AND INDIAN 
INDUSTRY 

B MISSING FEMALES: A 
DISAGGREGATED VIEW 


RSCAL DEFICIT: RETURN TO ORIGINAL SIN 




IDBI 

ANYWAY YOU 
LOOK AT IT! 



Every montii 
Every quarter 
All at the beginnina 
All at maturity. 

VOUfl FOUR-WAY OPTION WITH tOBTS FIXED DEPOSIT SCHEME* 


TYPI 


MINIMUM 

DEPOSIT 

YIEID 

STRUCTURE 

Mom 

Incor 

Wy 

ne Option 

Rs.18,000 

Rs.l9S avsry mondi on a 

5 year deposH ol Fto.18,000. 

Quai 

Incoi 

lerly 

ne Option 

Rs.10.000 

Rs.325 every quarter on a 

5 year deposit Of Rs.10,000. 

Uim 

Disci 

imer 

3sum 

junted 

ssl 

R8.io.oqo 

You wM get Rs.4,S72 
immediatslyona 

5 year deposit ol Rs.10,000. 

Cum 

ulative 

Rs.10,000 

A Rs.tO.OOO deposit becomes 


Optton Rs. 18,958 in 5 years. 

‘i>linauptofb,l3,0(Kwitet6ovedepostsislsii-atanifiliMletSecion aOLoflheIncomt 
TtnAd, tSSt 

MINIMUM DEPOSIT: R$.10.000 

Beyond the minimum amount, you con deposit 
In multiples ot Rs. l ,000. The base interest rate for 


a three year deposit Is 
12.6%.And a deposit period 
of five years and more fetches 
a base rate of What's more this 
deposit comes with the gudrontee df India's 
premier development bank - IDBI. 
Reflepted In the F A AA rating by CRlStt 
given to this product Indlcottryg the 
highest degree of safety. NatCirally, 
an ofOdhifatlon that has total.dHets 
of over Rs.36.000 crores con take very good care 
of your investment. For more details contact 
your nearest IDBI office or any Outhorised IDBI 
agent. 

This opportunity Is open to: * Resident Individuals 
* Hindu Undivided Pdmiliet * PartnaHshlp Plrms * 
Companies/Bodies Corporate/Soeletleli*Trusts/ 
Association of Persons. 




INDUSTRIAL DEVELOPMENT BANK OF INDIA 

Bankers Bo tho Industry 


HsaU Ofllcs: lOSI Tower, CuSe Parade, Bombay 400 005. Regloiel Offlees: BOMBAY: Nariman Biwvwi, 287, Vfeiay K. Shah Man. 
1997D, Bombay 400021. CALCUTTA; 44. ShaksspeaieSarani, P8. No. i6102.CalciJM700017.aUWAHATI:Q,S.RMd,QtSMMr 
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Colonialism and Environment 

Although colonial rule throughout the world wa.s accompanied and 
supported by exploitation of forests and environmental destruction, 
in^pendence has not put a stop anywhere to these processes. Rather, the 
disruption of the relationship between local societies and their natural 
resource bases has continued. But instead of contrasting this situation with 
a mythical golden age of equilibrium between society and nature, what is 
needed is a radical critique, with regard to this aspect, of capitalist 
expansionism of which colonisation of nature on a world scale has 
been one of the major objectives. 2059 

Missing Females 

The problem of the adverse sex ratio m India calls Uir disaggregated 
analy.sis. The aKscncc of such analysis masks the seriousness of the 
silualion among certain groups and m certain areas. Data on the 
male/female ratio for scheduled castes and scheduled tribe.s bring out 
some major problem areas 2074 

Life after Enron 

The Enron fiasco has brought out the pitfalls in the current path of power 
development in the country. The high rates ol return, the incentive lo inflate 
project costs and the use of imported fuels arc all common lo most ol the 
power projects being considered with private investment. If the current 
policies are not viable, what should be the core of the alternative ones? And 
what should he the regulatory regime that needs to be put in place? 2042 

The terms of ihc eight so-called ‘last track’ agreements for power projects 
with multinational ciimpanies, of which Enron was one, arc undoubtedly 
ruinous for the concerned state governments and for power consumers. But 
the danger of focusing on these .specific projects is that attention is likely to 
be diverted from the more fundamental task of framing a new policy for the 
power sector based on a correct understanding of the dimensions of 
the crisis facing the sector and how it can be resolved._2038 


State under Siege 

The current phase of capitalism is 
marked by the rise to dominance of 
financial and rentier interests and the 
fluidity of finance across national 
boundaries. This has the effect of 
undermining the ‘control area’ of 
nation-states, of making ail agenda.s 
of state intervention lor improving 
the living conditions of the people 
appear vacuous, of precipitating 
stagnation and unemployment even in 
the metropolitan countries and of pri.sing 
open third world economies for 
penetration not only of metropolitan 
goods but, more imponantly, 
of metropolitan finance. _ 2049 

V M Dandekar 


While insisting on and himself 
maintaining ngraous academic standards, 
V M Dandekar’s writings reflected 
the activist side of him — his view 


that knowledge was not merely a 
matter of scholarship but was meant 
to be used to educate and to clarify 
issues to the public at large to 
facilitate better-informed ^bate 

' _2044 
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Demand Constraint 

Exploration of the extent lo which 
demand side faclors have .served as a 
constraint on industrial growth has 
become all the more relevant in the 
context of the government’s structural 
adjustment programme and policies of 
liberalisation and privatisation. 2070 

Back to Square One 

ITie phenomenal nse in the government’s 
borrowing from the Reserve Bank 
together with some easing of the demand 
or commercial credit, reflecting a ptxs.siblc 
slow-down of industrial investment 
and production, have eased the .severe 
shortage of liquidity experienced in 
the money market in the first 
quarter of thi.s financi al year. 2031 

Holocaust Remembered 

The commemoration of the 50ih 
anniversary of the entl of the sceoiuJ 
world war and the dawn of ihc 
nucleareia makes cleai that neiiher 
the leaders nor public <.>[iiiii('n m the 
US and Japan have yet ^oiiic to terms 
with the nioral-polilical issues 
posed by the holocaust 2047 


LETTERS TO EDITOR 


Remembering 

V M Dandekar 

V M DANDEKAR who symbolised the 
spirit of Uokhale Institute of Politics and 
Economics for an extended period of time 
IS no more The roaring lion has dissolved 
into cosmos 

I would like to share my reminiscences of 
Dandekai with our readers As a U'GC 
Teacher Fellow for four years (1978-82) at 
Gokhalc Institute, I had the pleasant 
privilegcol watching thedynamicprofessor 
m ,iction. 

Me was an excellent teacher, a serious 
resc.ircher and a good debater. Ffc evoked 
lespcct and affection from his colleagues 
and students by his intellectual stiuiding 
.ind simple living. His lifestyle and work 
culture are worth emulating b\ any 
as ademician. 

Although he is quoted and remembered 
lor Ins pioneering work. Poverty in India, 
cat lied out in collaboration with Nilakanta 
Rath, his seminal papers on diverse themes 
pertaining to the Indian economy in 
Hi onomte and Potiliral Week!) v.'ould bear 
testimony to his academic .scholarship and 
prolessional commitment to society. He 
had basic love, respect and concern for 
fellow human beings 
Once a Pune-based gentleman working in 
the IMP came from the U.S to deliver a live- 
day lecture scries on the IMF at the Gokhalc 
Institute (August 1978). In the inaugural 
session, after patiently hearing him tor hall 
an hour, Dandekar intervened and asked the 
chief guest to go into analytical details 
instead of telling the story. He could not 
lolciatc shallow speeches by anyone. 

His M Phil cKiss lectures on Karl Marx 
and Sraffa (our first M Phil set of 1978-79) 
piovided him the solid louiidaiion to 
dial lengcGaulamMalhur who inadvertently • 
or deliberately made a statement that 
Dandekar w<ts a statistician in the Indian 
Ixonomic Association conlerencc held at 
our institute in the early 198()s. Offended by 
this unwarranted statement, the lion called 
for a debate on the very same tlay to discuss 
.Sralfa’s system and demonstrated that he 
was a gcMHl theoretician as well 
His emotional side came to the fore in a 
farewell party arranged for Niranjan Rao 
(now a professor at Centre for Development 
Studies, Trivimdrum). In a choked voice he 
said that he was too eager to retain Rao and 
would not let him go but he did not want to 
stand in the way of his going for greener 
pasture and academic growth. 

Dandekar was a multidimensional 
personality and age did not wither him. His 
.inalylical articles wiiticn in EPW, with 
piofound clarity and a scn.se of commitment, 
wouldibe a treasure for any serious student 


of economics. Hispaperssuch as "Monetary 
Planning for Indian Authority" and ‘The 
Economy and the Budget’ reveal what a 
keen economics .student Dandekar always 
was. 

D SaMB VSDll.AN 

Pondicherry 

False Dichotomy 

THIS IS with reference to K Saty aiiarayan.i' s 
■Rhetoric of Neo-liberalism" (May 24) in 
which he has made some contentious and 
uiisubst.intiated generalisations about the 
personality and personal integrity of K 
Balagopal as well as the civil liberties 
movement which are both unnecessary and 
irrelevant and do not contribute in any way 
to the ongoing debate. 

(1) The dichotomous separation of 
Balagopal as a civil liberties activist and 
Balagopal as a marxist seems to be crude 
and personalised, especially when one 
nonces that Salyanarayana does not offer 
any supporting .statements by Balagopal 
proclaiming him,sclf to be a "marxist" The 
suggestion that Balagopal “h.is cho.sen to 
work in a i.ivil rights organisation for 
strategic reasons” also seems to have sprung 
from the author’s imagination rather than 
any evidence Onthecomrary. Balagopal is 
known for his continuous el forts to scpaiaie 
the civil liberties movement in Andhra 


from other mass movements and to maintain 
the autonomy of the civil liberties movement 
at any cost. 

(2) Secondly, the author's accusation that 
Balagopal deliberately avoided mentioning 
anti-state struggles hccau.se he had cegsed 
to be a marxist does not go with the Balagopal 
known in Andhra Pradesh who still 
ceaselessly works for civil liberties and who 
still uses categories such as state, class, 
gendei and so on 

0) Thirdly, by equating civil liberties/ 
human rights with liberalism'and posing 
the civil liberties per.sp'*ciive as 
dichotomous and the opposite of marxist 
political practice the author propo.ses a 
very rigid reading of the "marxist politics’ 
which lacks the essence of marxisi 
methodology, i e, dialectics. The insistence 
on anti-state struggles without the 
simultaneous expansion ol the rights 
already vested in the state seems to be the 
essence ot marxisi political practice, 
according to the author This confusion 
leads to the conflation ol human rights 
with civil rights ax well as human lights 
with ‘liberalism’ which shows the author’s 
lack ol knowledge of the history ol the 
development ol human rights moveniciit(s) 
as well as ignorance ol the history ot the 
civil libeitics movement in his home state 

,A Scs' 1 I \ 

Cenir.il L'niversity ol Hydcr.ibad, 
Hydeiabad. 
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So Many Dabhols 


S O the heavens did pot fall after all. The cancellation of 
Enron’s Dabhol power project by the Maharashtra 
government has not reduced the country to rack and ruin, as 
some very eminent personages had been assuring us it would. 
Indeed what is remarkable is that those who just weeks ago 
were hurling dire threats on behalf of Enron that any untoward 
action against its project would be regarded as quite intolerable 
and would result in nothing less than total loss of foreign 
investors’ confidence in India appear to have suddenly 
mel lowed and are now straining hard to sound reasonable and 
understanding. Take, for, instance, the US energy .secretaiy 
who on lobbying visits to this country earlier this year had 
read us the riot law and told us in no uncertain terms that 
cancellation of the Enron project would jeopardise all the 
private power projects being proposed for international 
financing Her brashness had been such as to cause some 
raising of eyebrows even in the US Congress but our own 
ministers took her statements with the utmost earnestness. 
Now the redoubtable Ha/cl O l eary is singing a dilfcrcnl 
tune, however. Her respon,se to ihc Maharashtra governmcnl 's 
decision on Enron has been notably moderate She has mcrelv 
asked that India’s policies in respect of the power .sector be 
more clearly spelt out. And in place of the earlier bluster, she 
is ail concern for the long-run relationship between India and 
the US and is at pains to emphasise that “rough patches ' such 
as the Enron episode "cannot be allowed to get in the way". 
Or take the Independent Power Producers’ Association which 
too had campaigned aggressively on behalf of Enron, but 
faced with the Maharashtra government’s decision it has 
likewise confined itself to calling lor a national diaibgue on 
energy policy to evolve clear-cut guidelines to attract foreign 
investors. Who can possibly disagree w'ith that? 

No, not one of the companies, foreign and Indian, w'hich 
have rushed with the 190 or so proposals for private power 
projects, including the other seven ‘fast-track’ projects, have 
given the least indication of entertaining any second thoughts 
in the light of the Enron project’s fate. Their uppermost 
concern is clearly to avoid similar criticism and review of 
their own projects and towards that end they arc exhibiting a 
hitherto unsuspected readiness to consider modifications, 
cosmetic or otherwise, in the agreements already concluded 
or under discussion. There is really nothing surprising about 
this. The established capacity in the developed countries for 
manufacture of power generation plants is currently far in 
excess of the demand and India is very much in a buyers 
market. So one may be quite certain that none of the power 
multinationals with any chance of baggiilg a power project or 
two here vtrill be in a hurry to walk away in a hull'. It is a 


different story that thanks to the central government's slavish 
conviction that the country’s salvation lies in gratefully 
accepting whatever foreign investment comes its way, on 
whatever terms, this advantage has remained uncxploited. 

Despite the secrecy surrounding the terms on which the 
agreements for the other 'last-track' power projects have 
been concluded, it is evident that they arc not particularly less 
unfavourable than tho.se of Enron’s Dabhol project. Nor is the 
disease apparently confined to the power sector. A striking 
case is the agreement the government has got the ONGC to 
enter into for handing ovei the Mukla/Ptinna offshore oilfields 
to a joint venture company in which the same Enron and 
Reliance Industries will together have majority equity holding 
with only a 40 pei cent share for ONGC. The oil reserves in 
question had been explored and proven by the ONGC and 
there was no case lor transferring them at this stage to a 
private company. The tcims of the deal, wholly arbitrary in 
the absence of any clearly laid down policy or norms, had to 
be foiccd out ol the government by the opposition in 
parliament They reveal that as per the formulae toi recovery 
of costs and sharing of profits, while the costs to be incurred 
by Enron in prtxluclion of oil from the lully proven fields will 
he recovered by the company through the mcchanisni of ‘cost 
oil’, the ONGC is to get no compensation for the exploration 
and development costs incurred by it. including the costs of 
drilling a number of development wells and installing tither 
facilities even after the conclusion ol tbe agreement for 
creation of the new company. The.sc wells and facilities are 
simply assumed to have been commissioned and installed by 
(he ONCX' before the date of the agreement. The agreement 
al.so explicitly leaves to Enron vital decisions about 
exploitation of the country’s oil and related resources; the 
foreign company is to decide when commercial pioduciion 
is to commence and whether or not associated gas is to be 
recovered or flared. No less shocking arc the terms on which 
the minister of state lor steel has coerced another public 
.sector enterpri.se, the National Mineral Development 
Corporation (NMDC), to hand over its pii/ed Bailadilla iron 
ore mine to an Indian business group through a so-called joint 
venture in which the NMDC's equity participation is to be 
just 11 per cent. To justify the decision to transfer the mine 
for a paltry consideration of Rs 16 crore. against the com¬ 
mercial consideration of at least Rs 120 crorc as reportedly 
calculated by experts, the ministry has advanced the brazen 
plea that the transfer should not be viewed as a “normal 
commercial transaction" but should be seen ■'in the laiger 
perspective of the urgent need to promote iron and steel 
projects in the private sector". 
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The rent element in these deals as in ilu* 
agreements Ibr the lust-track’ power 
projects IS so blatant that corruption and 
bribery are to he espcctcd. itidecd to be 
taken for granted Kven so corruption is not 
the heart of the matter, iliough it has figured 
prominently in the public controversy 
surrounding cath of the deals. The central 
fact must not be allowed to he lost sight of 
that the ultimate blame must rest on the 
architects ol the current economic policies 
which have elevated lorcign investment 
and privatisation lo the status ol national 
goals with the icsult that today no deal ts 
so outrageous that it cannot he justilied on 
those groumis and pushed through And 
the wcll-gioundcd apprehension that these 
good times may not last longer than a few 
months more wall no doubt prompt the 
Salves and the Saniosh Mohan Devs to 
ledouble their el torts 

MEDICAl.liDUCATlON 

Wrong Subsidy 

IN an interim decision the Supreme ('outt 
h.is directed the goveinmetil ol Iiulia and 
the Reserve Bank ol India lo subsidise 
medical and dental education by pioviding 
an amount of Rs S,()(M) |K'r annum to ail 
sltidenls admitted ,o private medical 
colleges, regardless ol whether the student 
IS admitted under the 'frce-menl' or 
■paymem' categoiv. The governmenl has 
been directed to piovide a subvention lor 
that amount lor a period ol five soars or 
until the sludeni completes the course 
whichcvei is earlier, which sliall he sent 
directly to the concerned college towards 
fee every year This is an interim directive 
lo be clicclivc immediately, pending the 
final disposal ol the ca,se with legard to tee 
structure, etc. The court has also directed 
the RBI and the centre to evolve a loan 
scheme for providing low interest loans to 
medical and dental students on a priority 
basis Till the scheme is worked out. the 
court has taken it upon itself to direct the 
RBI to ptovide a loan ol Rs IS.OOO for 
■ftcc-mcnl’ students and Rs .“iD.OOO (or 
payment students at a dificrcntial rate o( 
interest 

niedireclives raise several .serioii' issues, 
at least one of which was touched upon by 
the .solicttor-gencral. Opposing the conn's 
dfrective on the issue ol the govcinmeni 
providing a subsidy, the centre's counsel 
pointed out that Ihis would involve ,i payment 
ol millions of rupees annually to priv.ito 
medical colleges and went against the 
centre’s cducalion policy, one component 
ol whtch was the acknowledgmcnl ol Ihc 
need tor private re.sourcc.s to supplement 
the slate’s effoits in education. Further, the 
centre had not been issued notice or been 
heard on the subject. According lo reports. 


the court merely pointed out that this was an 
interim directive and the government could 
pul Its case forward later when the case 
would be heard by a seven-judge bench 
lor final disposal. The tael that even if 
the directive was withdrawn later, the 
government would be bound to pay out the 
amounts as directed by the Supreme Court 
to students commencing then medical 
studies this year for the lull live years was 
apparently ignored. While issuing their 
cliieciive, the judges said, "we need not 
cmpliasisf the fundameitlal signilicance ol 
mvcsiiiicm lii cducalion. It is, ihcrctorc. 
lime (bai the governmenl and public lin.ineial 
instiiiiiions involve theniscl'es more 
actively in promoting education ’ 

It IS indeed commendable thai the apex 
court has deemed it necessaiy to remind the 
government ol its duties in piomoling 
education and investing m it However, it 
appears to have overlooked the lad that 
such investment if it is to be ol long-term 
signilicance lo the development ol human 
resources ot the country, has to bo directed 
at strengthening (be ba.se of education and 
not at subsidising the ‘cream’ l-'or. it is an 
incontrovertible fad that only a minuscule 
proportion ol those who enter high school 
complete Ihc course and ol the lew who 
continue then education up to the higher 
secondary level only half pass out and ol 
ihe.se only very few can think ol applying 
for a live-year prolessional course In other 
words, the stale is already ensuring, directly 
and iniliredly, that only a small proportion 
of ns youih will be able loi.ikc adv.intageol 
Ihc cdiicaiional I'aciluies ii has promoied 
rite court’s reminder lo ilic governmenl 
logclher wilh ils directive only emphasise 
that Ihc state’s priorities were indeed correct 
Thus the cnliic question ot Ice subsidies 
and soli loans can only be discussed in ihc 
rarelicd contcxl of the very lew who have 
conic to regard higher education as a right. 

Within these narrow coniines, pro¬ 
fessional education and especially medical 
and dental education have boon the subject 
of consider able debate over the dec ades In 
the l‘t.‘'f)s, when the concept ofpl.inning lor 
the country’s devciopmcnl and ihereloie ol 
harnessing all its resources, including human 
resources, towards that goal was a dominant 
paradigm, targets were laid down for the 
creation of medical personnel 
By the time the Sixth Plan document was 
being draltcd. it was clear that the number 
ol medical seats available in Ihc country 
would provide sufficient diK'turs to make 
up the speed led ratios. And so the diKumcnt 
recommended (hat there should be no more 
medical colleges. While in the present ethos, 
which sees the state’s directives on any 
matter of investment as a curtailment of 
entrepreneuiial freedom, this may sound 
old-fitshioncd, there were sound rea.sons for 
the position taken m Ihc Sixth Plan. Most 


importantly, for the pantHti ’c^ 
predominant in the country at that time and 
even now, diKtors trained at high cost to the 
slate were not deemed necessary. The 
assumption was that most of the medicare 
needs of the population could he provided 
by health functionaries, far less expensively 
trained. However, the planners had all along 
Ignored the burgeoning private medicare 
structures and the steady stream of medical 
migration. 'This plus a variety of other factors 
ensured that the public health sector 
remained under-staffed while the private 
sector and the call of the west drew away 
the medical graduates being produced by 
the state at great expense TTie medical 
profession thus became a profession ol 
choice, iicombmed the ethos «l ,l.;l;'.nihropy 
with thcexcellentreiuriisofprivate practice. 
The opening of private medical colleges 
became inevitable, as also the charging ol 
capitation Ices and/or high tuition Ices so 
that medical practice and medical education 
betame part of a growing medical industry. 
Not surpiiMiigly. the conicni ol medical 
education icmamcd geuicd to tertiary level 
and hi-iech care and, with no real authority 
to enforce regulations, quality fell by the 
wayside. All iliis the state, its institutions 
and allied bodies which arc charged with 
the responsibility ol ensuring the quality 
and content ol medical education have 
allowed to happen. II now the apex court, 
tailing in with the current ethos of viewing 
medical education merely as a means to 
obtain the wherewithal to p.''actisc one of 
Ihc most lucrative piolcssions in ihc world, 
sends out a dircelive lo the governmenl to 
actually subsidise those who opt for such 
cducalion, ihc stale has only ilscll to blame. 
Or ralhci. the stale is now in Ihc happy ' 
position ol not taking a politically incorrect 
decision - lo subsidise prolessional 
education - and yet being compelled tti do 
so by a directive of the apex court. 

By leaving out such factors .is the nature 
and quality ol education provided in the 
medical colleges lor which ihc Icc structure 
IS being pre.scribed, the Supreme Court has 
firmly and lormally shilted the spotlight lo 
those who benefit from the expensive 
subsidy rather than the relevance or 
otherwise of (he amleni of that education. 

GOLD IMPORT 

Drain of Saving 

DAT A compiled by the World GoldCouncil. 
an organisation dedicated to promoting the 
use of gold the world over that has opened 
an otficc in Bombay recently, confirm that 
India continued to be (he world's largest 
consumer of gold in the first half of 19*15. 
India had topped the list of gold-consuming 
countries in 1994 with a consumption of 
415 tonnes, followed by the US with 283 
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and Saudi Arabia 174 tonnes. Thus India’s 
consumption of gold was almost SO percent 
more than that of the US, the .second largest 
consumer. 

In the first half of 1995 the US was 
replaced by Japan in the second position, 
though the Japane.sc economy has been in 
the throes t)f one of its worst recessions in 
recent decades. This is not almgether 
inexplicable, for Japan has one of the highest 
saving rates in the world, with gross saving 
of .M to .15 per cent of GDP during 1990-93 
and around 32 per cent in 1994. Japan's 
domestic savings exceed investment needs. 
Households in Japan thus have large 
accummiilated assets and. in the wake ot the 
Imancial market turbulence and loss of 
bond and equity value.%, then assei preference 
seems to have shifted from financial assets 
lo gold 

Dem.uid for gold m India m the first half 
ol 1995 was 235 I tonnes compared to 
1919 tonnes in the first halt ol 1994, an 
iiicicase ol 21,2 per cent. Jap.inese demand 
lor gold in the lirsl sis months ot 1995 was 
w.iy behind .ii 164 tonnes lollowcd by the 
I'.S with 119 tonnes. China 119 tonnes and 
Saudi Ar.ibia 99 tonnes 

riiere c.in be no doubt that the 
govemmeni's policy of permitting legal 
import ol gold has stimulated consumption 
ol gold Demand lot gold - met by (i) legal 
anil illcgiil imports, (ii) unrecorded 
jewclleiy iinporis. ,md (in) recycling - is 
cMimated lo have shot up Irom 240 tonnes 
in 1990 and 260 tonnes in 1991 to 454 
tonnes in 1992 when the government first 
pernntted legal imporl ol gold by NIK Is 
Alter that quantum leap, demand has 
remained high ai 424 tonnes in 1991 and 
415 lonnes in 1994. 

Scarcely any gold is produced in India 
with barely a tonne or (wo trickling out ot 
ihe Kolar mines per yeai. So the growing 
demand for gold has to be met entirely by 
imports I.egai imports have risen from 

95.1 tonnes m 1992 lo 114 tonnes in 1991 
and I7K4 tonnes in 1994 There was a 
liirilier sli.irp i iso in the first hall of 1995, by 

54.1 per cent Irom KI.7 tonnes in January- 
lune 1994 lo 126 I tonnes It is tiue that 
smuggling ol gold h.is declined from the 
pe.ik level ol 225 tonnes in 1992 to 150 
lonnes in 1991 and about 105 tonnes in 
1994 But the distinction between legal 
import and .smuggling is relevant only up to 
a point, for much ol Ihe legal impori is 
reportedly I in,meed by smugglers. It is the 
total imporl of gold that is significant .md it 
shot up liom 150 tonnes in 1991 to 320 
tonnes in 1992, the year when legal inipoits 
were first permitted, and has continued at 
the high levels of 264 tonnes in 1993 and 
2X3 lonnes in 1994 (excluding import under 
export .schemes). It is also significant that, 
despite the government's policy of 


of gold continue to be smuggled into the 
country annually. 

When legal import of gold wiw permitted 
in 1992, the government had claimed that 
the objective ot the new policy was, apart 
from earning some revenue by way of the 
customs duty on legally imported gold, to 
reduce illegal transactions in foreign 
exchange and thereby curb the 'havala' 
market. The duty on gold import has been 
drastically reduced because of pressure from 
the smugglers' lobby. As a result, revenue 
collection, in the range of Rs 250 to Rs 300 
crorc annually, has been a pittance. In fact 
sale of confiscated gold and .silver yielded 
the government Rs 200 crorc in 1994-95 
On the other hand, the 'havala' market in 
foreign exchange is nowhere near being 
eliminated. Even now the rupee is quoted in 
Dubai at about 35 per US dollar against the 
ofUcial exchange rate of Rs 31.37 

A far more damaging effect of the liberal 
import of gold hits been on domestic saving 
Willy-nilly, the bulk of the imporl of the 
near-100 tonnes ol gold annually worth 
some Rs 14,000crorc, which is still financed 
by smugglers, has to be paid for from out of 
domestic savings. Even the genuine NRI 
imports are tinanced by foreign exchange 
which would have been otherwise remitted 
to the country The amount involved in the 
I'lnancing ot the import of gold, legal and 
illegal, comes to about 1 5 percent of GDP 
Thus, year after ycai. the country has been 
transferring abroad domestic savings to the 
tune of about 1,5 pci cent ot GDP to satisly 
the urge ot the middle and richer classes to 
acquire gold, whu h lias been stoked by the 
gov ernment's decision to allow legal impoi t 
ol gold. 

UITAR PRADESH 

Tactical Retreat 

THE grand plan ol (he Vishwa Hindu 
F’arishad (VHP) to conduct a 'kalash yatra', 
a 'mahayagya'. a 'pariki.ima' and <i virat’ 
Hindu 'sammelan' duiine janmashlami .it 
Mathura has been foiled by the tough stand 
t.iken by the B.SPgovcrnmentand the centre. 
The VHP had threatened to launch a stir 
against the state government it the latter did 
not allow It lo c.irry out iis programme. But 
the unbending atiiiiidc of the state 
govcniment forced the VHP to shift the site 
of the yagya. scale down the kalash yatra 
and abandon the proposed parikramu. This 
IS the VHP’s second retreat after its decision 
earlier this month to give up its earliei 
announced ptogramme of perlornnng 
‘jalabhishek’ on every Monday ol the month 
of .Shravan at the Kashi Vishwanaih temple 
in Varanasi. 

■ Alter the lifting of the ban on it. an 
emboldened VHP has yoked itself to the 
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task of cohsoUdocing ihe Hindu vote bank 
for the forthcoming Lok Sabha elections. 
The jalabhishek programme at the Kashi 
Vishwanaih temple in Varanasi, the Vishnu 
mahayagya at Krishna Janmasthan in 
Mathura ifnd the proposed ‘ekatmata yatras' 
from October are part of an orchestrated 
plan to biing hindutva forces to power at the 
centre. But given the changed political 
scenario in UP where the BJP is supporting 
a dalit-led government, VHP cannot risk 
damaging BJP's political calculations too 
much. Kashi and Mathura may be on ’he 
hidden .igcnda ol the BJP which supports 
the VHP's demand lor revix;ation of the 
Places of Worship (Protection) Act for 
maintaining the status quo on religious sites. 
■A prominent BJP leader from Mahara.shtra, 
Pramod M.ihatan. recently exhorted party 
membeis to wholeheartedly support Ihe 
VHP'sjalabhishi'i. ,.rogrjmine in Varanasi 
which W.IS to start the lollowing day. But 
the RJP ha.s chosen to laamlain a distinct 
posture from the VHP lor two rea.sons. 
First. Ihe recent coiiit ruling.s and the 
iniunciions of Ihe Election Commission 
pieveni it Irom openly espousing religious 
c.iiiscs t.'-om Its platlorm. Second, the party 
docs not want to spoil the pro-dalit image it 
has gained by propping up the Mayavali 
government in UP which it thinks will 
p.iy It rich divitlcnds in the parliamentary 
elections. Hence, it would deter any 
controversial issue from reaching a 
tiashpoinl resulting in possible dismissal of 
the Mayavali government or in sundering of 
B.SP-BJP ties Internal security minister 
Rajesh Pilot's visit to Mathura to heel up 
security mcasiires al.so made the BJP worry 
about the gams the Congress might make 
from a political crcsis at this stage .So the 
S.ingh p.irivar had lo lone down its stand 
and make out th.it the Mathura mah.iyagya 
had been pl.iniicd as 'a symbolic .iffair’ and 
had been "never an issue of prestige for 
VHP" 

The BJP will nevertheless have to take 
stock ol the cl'lccts of these developments 
on Its support base, in UP in particular The 
soli-pedalling ot liighly-piiblicised issues 
cannot but lead to disenchantment within 
the parly's tr.ulitional support base and al.so 
cause tensions within the .S.tngli parivar. 
The VHP at ,iny rate remains committed to 
keeping the hindutva time-bomb ticking. 


Correction 

In 'Current Statistics' (July 29) m the table 
on 'Social Indicators' (p 1X95) birth, death 
and natural growth rates should have been 
oxpres.sed as ‘per 000' instead of ‘in 000s' 
and infant moriahiy raje as ‘per 000 live 
births’ instead of 'in OOOs'. The eirors are 
regretted. 

Ed. 
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*1 he arinUill rare inllatioi) «)U(.heiJ (he lowest level in 10? weeks y( 7 56 perceni in (he vveek ended July 2*> The rise tn net RBI credil (o (he centre coniinueh. reuching 
Rs2l 075 ctorcon Jtily aoinparcU lo Rs 1 78« croreinrhe same period o( IW4-‘>5) EJtjiofti grew by 25 2 pci cent in ApnI-June. but a ^2 bper ceni growth in im|>ofts 
(14 ft per cent in non Tol. iinpoiis) (lushed up (he trade dchcit lo 824 million l‘ulh>edi data for I'^'M 95 show an K 4 per cent growth in the general index of industrial 
production ( apita) goodsindustnes legistcred a lohust 24 per cent rise Antung individual industries metal products, electrical machinery, transport equipinenr and paper 
and p.ipcr produi-ts (exurded large production increases 

Macroeconomic Indicators 


Index Numbers of Wliulesalc 
Hriecs (I 91 (|..S 2 =I(K)) 

Weights 

July 29 . 




Vaiiatinn (Per Cent) Point-to-Poin( 




1995 

Over 

Month 

Over 12 Months Fiscal Year So Far 
Latest Previous 1995-96 1994-95 

1994-95 

1991-94 

1992-91 

1991-92 

All (’omiiiodiues 

1 ()()() 

293 2 

04 

7 6 

11 1 

28 

5.5 

10 4 

10 8 

70 

136 

Pntiisirv Aiticlci 

12 1 

.100 5 

01 

5 1 

11 8 

2 9 

10 2 

127 

II 5 

30 

15 3 

Pooci Aniclo 

174 

130 2 

-0 8 

2.1 

12 5 

5 2 

15 1 

II 9 

44 

5 4 

20 9 

Non-Food Arittles 

10 1 

120 7 

1 8 

11.7 

18 1 

-09 

2 5 

15 5 

24 9 

- 1.4 

8.1 

Fuel. Powei. Lighi .ind Luhricanls 

10 7 

284 1 

0 1 

1 6 

10 0 

-0 1 

0 6 

24 

11 1 

15 2 

>13 2 

Manufaclured Products 

57 0 

290.7 

0 6 

10 1 

10 0 

11 

19 

10 7 

9 9 

7 9 

126 

Food Product', 

10 1 

279 0 

0 6 

29 

96 

24 

76 

8 1 

12 1 

68 

102 

Food liule.v (toiiipuicd) 

27 5 

110 1 

0 4 

24 

II 5 

4 1 

127 

10 6 

7 0 

5 8 

17 1 

All ('oiiiinodilies (Aveiage Basts) 
(April-Jiilv 29 1905 ) 

100 0 

290 7 

- 

99 

10 0 

8 9 

11 8 

10 9 

S 1 

10 1 

1.17 


l^lcsl_ Viiiialion (PorCenl). Point-lo-Foinl ___ 

(.'•1st of l.ivin); Indices Munlh Oscr O ver 12 Months Fisc.-i] Year S o Fat 1994 -^S 1991-44 1992-91 1991-92 

Month Latest Previous I 99 .S 96 I 994 - 9 S 


liidiisiiial Woikeis ( 1982 - 100 ) 

L'lli.iii Non-Man I.inp ( 1984 - 85 -- 100 )* 
Agi) Lah (July (lO (iv June (>1 -.;|() 0 ) 

♦ lor '199 195 

. 106 '' 2 0 

244 ' 0 4 

1316 ' 0 8 

10 5 

99 

12 0 

10 8 4 4 

8 1 99 

112 12 

17 97 99 

8 1 9 9 8 1 

0 0 10 6 116 

6 1 119 
6 8 116 
07 219 

Mnney and Banking tks tioie) 

July 21 . 
1995 



Variation_ 



Ovci 

Month 

Fiscal Year So Far 
1995-96 1994-95 

1994-95 

1993-94 

1992-91 

Money Supply (M,) 

519101 

5177 (1 0 ) 

8261 (1 6 ) 

I 2 IK 7 (2 7 ) 

78651 (17 4 ) 

71107 (19 1 ) 

50484 (15 4 ) 

C'uiienty with Puhlit 

108592 

-2559 1 - 2 , 1 ) 

7722 (7 7 ) 

70 (X) (8 5 ) 

18887 (21 0 ) 

14170 (20 9 ) 

7111 ( 117 ) 

Deposits with Banks 

422994 

7415 (1 a, 

-1624 (-0 8 ) 

544 (0 1 ) 

58941 (16 0 ) 

57925 (18 7 ) 

42945 (16 1 ) 

Net Bank Ciedit lo tiov t 

241651 

8770 ( 17 ) 

24060 ( 110 ) 

14126 (6 9 ) 

14248 (6 9 ) 

29508 116 8 ) 

17901 (11 1 ) 

Bank Credit lo Cominl Scvtoi 

291101 

42.56 (1 5 ) 

1557 (0 5 ) 

1111 (-1 4 ) 

45080 (18 4 ) 

I 7 I 6 I (7 5 ) 

10187 (15 1 ) 

Net Foieigii Fschanee Assets 

71189 

675 (0 9 ) 

2501 (-1 1 ) 

l ()(')92 ( 201 ) 

21264 (44 2 ) 

27674 (110 9 ) 

1747 (17 7 ) 

ki'verve Money 

I 777()7 

- 729 (- 04 ) 

8791 (5 2 ) 

11.567 (8 1 ) 

10.101 (21 9 ) 

27892 (25 2 ) 

11274 (II 1 ) 

Net RBI Credit lo Ceiilie 

119988 

8076 (7 2 ) 

21110 ( 2 ) 6 ) 

2842 (2 9 ) 

949 (1 0 ) 

1.106 (1 4 ) 

1586 ( 19 ) 

Scheduled Coiiimeitial Banks 








Deposits 

IXOKvt) 

5520 (1 5 ) 

2140 (-0 6 ) 

1811 ( 05 ) 

49271 (14 8 ) 

52144 (18 6 ) 

19017 (16 1 ) 

Advances 

? 11 791 

1762 ( 18 ) 

2087 ( 10 ) 

,1241 (-1 91 

18784 (22 7 ) 

11566 ( 71 ) 

21757 (17 5 ) 

Noii-Hooil 

196 s 12 

1951 (2 1 ) 

-919 ( 0 5 ) 

4466 ( 2 8 ) 

17416 (23 4 ) 

7-402 (4 9 ) 

21684 (16 6 ) 

liivesiineiits 

IS 2 I 02 

641 (0 4 ) 

2848 (1 9 ) 

1025 ) (7 6 ) 

14172 ll 0 - 5 ) 

28415 ( 26 . 7 ) 

16820 (18 7 ) 


1-01 vompaial'ilil). all inoneiar) .mil b.inkinj; dahi presented here lire based on March II llguics bi'fore closuie ol governiTictil accounts 


Kmidgraiii .SIneks 

(imllimi loniies) 

At (he end iit the (x-iiod 

Mininuiiii 
noun as in 
April 

Mav May 

1995 1994 

199.)-95 

1991-94 

19 ^ 2 - 9 ^ 

End uf Fiscal Year 
1991 92 1990-91 

1989-90 

1988-89 

1987-88 

I'oi.i) (inci oihi'is) 

14 5 

17 5 i|» 

27 7 

22 2 

147 

12 2 

17 1 

11 6 

7,4 

94 

Rice 

10 8 

182 150 

18 9 

14 7 

11 U 

9 8 

11 2 

79 

4 7 

59 

Wheal 

i 7 

19 2 16 ’ 

8 8 

7 1 

10 

2 4 

5.8 

16 

27 

1.1 


Aug 11 

Month 

Year 199.5 96 So Far 

1994-95 

_End at Fiscal .Y.cai_ 

Capital Market 

1995 

Ago 

.Ago 

Trough 

Peak 

Trough 

Peak 

1994-95 

1993-94 1992-91 

BSF Sensilivc linlcx (I 978 - 79 -. 

10 ( 1 ) 1405 

1112 

4194 

1015 

1557 

1211 

4604 

3261 

1779 

2281 


( 22 5 ) 


(76 9 ) 





(- 117 ) 

( 6.5 7 ) 

(- 46 . 8 ) 

N.iinmal liides (1981 84 - 100 ) 

1570 

1.546 

2076 

1482 

1691 

1572 

2176 

1606 

1810 

1021 


( 24 4 ) 


( 799 ) 





(■ 12 2 ) 

(79 2 ) 

(-48 1 ) 

. June Ciiinulalive foi Fiscal Year So Fai 



Full Fiscal Year Vtuiutions 




Kor^ign Trade 1095 96 ' 1994 95 I 994 -' 9 S 1991-94 1992 91 1991-92 1990-91 


FApoiis Rstiorc 7291 

I IS Sinn ’ 2 S 9 

liii|MH 1 s ks time .S 615 

US S mil 2711 

Non-HOLPS Sinn 2224 


Balance ol Ti.ide ks eiorc lUI 
I IS s mil -422 


22514 t 2 S 2 ( 
7170 (25 ?) 
2SI01 (12 6) 
7995 (12 6 i 
64 (m ( 14 . 6 ) 
2589 
824 


17989 (II 9 i 
S 729 111 7 ) 
18912 ( 112 ) 
6029(11 I) 
r 6 l (21 49 ) 
-941 
-100 


82110 ( 184 ) 
2621 H 18 1 ) 
88705 (21 8 ) 
282 S 1 121 7 i 
22518 (29 1 ) 
- 6.175 
2018 


69.547 ( 104 ) 
22171 (20 4 ) 
72806(15 7 ) 
21212 (6 8) 
17456 (10 6 ) 
-.1259 
-1039 


51688 ( 21 . 9 ) 
18.517 (1 8 ) 
61175 (.12 4 ) 
21882 (I 2 . 7 > 
15782 (12 1 ) 
-9687 
- 1.145 


44042 (. 15 . 3 ) 
17866 (- 1 . 5 ) 
47851 (10 8 ) 
194)1 (- 19 . 4 ) 
14047 (- 22 . 2 ) 
-1809 
-1545 


,12553 (-) 7 . 6 ) 
18143 (9 I) 
43193 (22 0 ) 
24073 ( 13 . 2 ) 
18045 (3 I) 
, -10640 

-5930 


AugO-) Aug 05 Mar 31 , .. . .Vanai ion (Ivor_ ___ 

Knrcign Kxthange Ke.scrvcs 1995 1^94 1995 Month Year Fiscal Year So Far 1994-95 199 . 1-94 1992-93 1991-92 

tesiluding gold) Ago Ago 1995-96 1994 - 9.5 


ks eioie 
(iSSmn 


62139 54979 66028 -134 7160 -3889 7351 18402 27430 5385 10223 

19655 17491 20816 -222 2164 -1161 2315 .5640 8724 731 1383 
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Economic and Foliiicai WwWy; . ■ 











Industrial I^XDduction 

Index Numbers of 

Industrial Production: 

Major Groupwisc (I980'8N100) 

Weights 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

.1985-86 

General Index 

1000.00 

2.50 6 

231 1 

2189 

213.9 

212.6 

196.4 

180.9 

166 4 

155 1 

142 1 



(8 4) 

(5.6) 

(2.3) 

(06) 

(8.2) 

(8.6) 

(8 7) 

(7.3) 

(9.2) 

(8 7) 

Mining and quarrvmg 

114 64 

245.8 

231 2 

223 7 

222.5 

221.2 

211 6 

199 1 

184.6 

177.9 

167 5 



(6.3) 

(3.4) 

(06) 

(4.5) 

(6.3) 

(7.9) 

(3 7) 

(6.2) 

(4.1) 

(8 8) 

Manufacturing 

771 07 

241.8 

222.3 

210.7 

206.2 

207 8 

190.7 

175 6 

161 5 

149 7 

1369 



(8.8) 

(5 5) 

(2.2) 

(-0 8) 

(8 9) 

(8.6) 

(8 7) 

(7.9) 

(9.4) 

(9 7) 

Electricity 

114 29 

314.6 

290.0 

269 9 

257 0 

236.8 

2197 

198 2 

181 0 

168 1 

1.52 4 



(8 5) 

(7.4) 

(5 0) 

(8.5) 

(7.8) 

(10.9) 

(9 5) 

(7.6) 

(10 3) 

(8 5) 

Index Numbers of Industrial 












Production: Use-Based 












Classification 












Basic induslric.s 

394 18 

263 1 

253 5 

232 9 

226 9 

213.1 

199.4 

189 2 

172.2 

16.3.2 

149 2 



(3.8) 

(8 8) 

(2 6) 

(6 5) 

(6.9) 

(5 4) 

(9 9) 

(5 5) 

(9 4) 

(6 8) 

Capital goods industiies 

kv4 27 

313 6 

253.0 

266 4 

266.8 

291 6 

251 5 

206 2 

192 8 

166 3 

140 7 



(24.0) 

(-5 0) 

(-0.1) 

(-8 5) 

(15 9) 

(22.0) 

(7 0) 

(159) 

(18.2) 

(106) 

Inleiincdialc goods industries 

205 07 

2126 

203 7 

182 6 

173 2 

176 8 

168.9 

165 4 

148 3 

141 5 

135 5 



(4 4) 

(116) 

(5 4) 

(-2 1) 

(4 7) 

(2 1) 

(115) 

(4.8) 

(4 4) 

(7 5) 

Consumer goods indu.slries 

236 48 

2187 

202.1 

194 2 

1908 

189 0 

177 0 

163 2 

1.76 6 

147 1 

137.3 



(8 2) 

(4 1) 

(1 8) 

(1 0) 

(6 8) 

(8 5) 

(4 2) 

(6.5) 

(7 1) 

(125) 

t'oiisiiincr durables 

2S 50 

403 1 

368 1 

)I8 1 

320.6 

3.59 6 

324.9 

291 2 

260.1 

241 2 

202.8 



(9 5) 

(157) 

( 0 7) 

(-10 9) 

(107) 

(II.6) 

(12 0) 

(7 8) 

(18 9) 

(187) 

Consumer non-durables 

210 98 

196 4 

182 0 

179 3 

175 1 

168 4 

1.59 2 

147 7 

144.1 

135 7 

129 4 



(7 9) 

(1 5) 

(2 4) 

(4 0) 

(5 8) 

(7 8) 

(2 5) 

(6.2) 

(4 9) 

(115) 

Groupwisc Index Numbers 












of industrial Production 












20-21 I'ood products 

5t 27 

182 7 

161.1 

175 ) 

178.0 

169 8 

1.50 9 

148 5 

119 0 

113 2 

125 6 



(13 4) 

(-8 1) 

(-1 5) 

(4.8) 

(12 5) 

(16) 

(6 8) 

(4.4) 

(6.1) 

(47) 

22 Bevciages, lob.icco and 

15 71 

131 0 

137 8 

111 7 

107 3 

104 8 

103 0 

92 1 

84 9 

98 5 

112 ( 

tobacco products 


(-.4 9) 

(21 2) 

(6 0) 

(2.4) 

(17) 

(118) 

(8 5) 

(-13 8) 

(-12 1) 

(0 4) 

2.1 Cotlon lexliles 

123 09 

155.8 

160 5 

150 1 

139 0 

126 6 

112.3 

107 8 

1112 

112 5 

110 4 



(-2 9) 

(6 9) 

(8 0) 

(9 8) 

(127) 

(4 2) 

(-3 1) 

(-1 2) 

(1 9) 

(8 0) 

2.‘s Jute, hemp and inesta textiles 

19.99 

92 4 

103 2 

87 0 

90.8 

101 6 

97 4 

101 9 

91 0 

101 1 

97 2 



(-10 5) 

(186) 

(-4 2) 

(-10.6) 

(4.3) 

(-4 4) 

(12 0) 

(-10 0) 

(4 0) 

(-2 2) 

26 loxiile producis (iiicl wearing 

8 17 

78 4 

73 4 

75 8 

97 2 

103 2 

151 7 

134 2 

91 8 

87 1 

112 8 

a|)parcl othci than ftHilwear) 


(6 8) 

(-3 2) 

(-22 0) 

(-5 8) 

(-32.0) 

(110) 

(46 2) 

(5 4) 

(-22.8) 

(180) 

27 Wood and wood pmdutts, 

4 48 

207 9 

199 3 

190 5 

185 0 

197.2 

1760 

171 7 

161 7 

246 1 

223 2 

lurniluic and tixtures 


(4 3) 

(4 6) 

(3 0) 

(-6 2) 

(120) 

(25) 

(6 2) 

(-34 1) 

(103) 

<3 1) 

28 Paper and papet pioducis and 












pimting. publishing and 

32 35 

256 6 

224 9 

210 9 

203 0 

198 0 

181 5 

171 3 

166 3 

163 2 

148 S 

allied industries 


(14 1) 

(6 6) 

(3 9) 

(2 5) 

(9.1) 

(6 0) 

(3 0) 

(1 9) 

(9 9) 

(126) 

29 l.a:ather. leather and fui 

( 89 

2109 

203.0 

187 7 

181 3 

194.3 

188 3 

)77 4 

185 5 

177 7 

169,2 

products (except repairs) 


(3 9) 

(8.2) 

(3 5) 

(-6 7) 

(3 2) 

(6.1) 

( 44) 

(4 4) 

(5 0) 

(2) 1) 

.10 Kubber. plastic, petroleum luid 

40 (K) 

184 5 

176 4 

174 6 

172.0 

174 0 

173 5 

168 3 

1.55 1 

149.6 

15.10 

coal products 


(4.6) 

(1 0) 

(1 5) 

(-1 1) 

(0 3) 

(3 1) 

(8 5) 

(3 7) 

(-2 21 

(19) 

11 Chemicals and chemical 












producis except petroleum 

125 13 

.327 8 

297 6 

276 9 

261.2 

254 1 

247 6 

213 4 

2(K)9 

175 5 

Is4 8 

imd coal producis 


(10 1) 

(7 5) 

(6 0) 

(2 8) 

(2 6) 

(6 1) 

(16 2) 

(14 5) 

(192) 

(8 4) 

32 Non-metallic mineral products 

29 99 

233 4 

2)8 5 

209 0 

205 2 

193.1 

189 9 

184 6 

158 1 

160.1 

IS7 3 



(6 8) 

(4.5) 

(1 9) 

(6 3) 

(6 3) 

(2 9) 

(16 80 

(-1.4) 

(1 9) 

(137) 

33 Basic metal and alloy products 

98 02 

193.9 

2190 

168 5 

167.8 

158.8 

14t 7 

144 9 

135 6 

126 8 

117 0 



(-115) 

(30 0) 

(04) 

(5.7) 

(10 5) 

(■() 8) 

(6 9) 

(6 9) 

(8.4i 

(9 0l 

34 Metal products and parts 












except machinery and 

22 88 

150 8 

1266 

124 6 

133 1 

143 1 

142.6 

1.33 5 

129 6 

124 5 

114 7 

iranspoit equipment 


(.19.1) 

(16) 

(-6 4) 

(-7 0) 

(0.4) 

(6 8) 

(3 0) 

(4 1) 

t8 5) 

(9 2) 

35 Machinery, machine tools 












and parts except electrical 

62 40 

204.0 

188 4 

181 1 

183.3 

186 9 

171 9 

161 1 

139 2 

141 8 

1.30 2 

machinery 


(8.3) 

(4 0) 

(-1.2) 

(-1.9) 

(8.7) 

(6 7) 

(157) 

(-1.8) 

(8 9) 

(2 0) 

36 Electrical machinery, apparatus 

57.79 

597.8 

453.5 

483 6 

493 7 

561.6 

459 2 

348.2 

3.15.2 

2,34 7 

200 6 

and appliances 


(31.8) 

(-6.2) 

(-2 0) 

(-12.4) 

(22 7) 

(.119) 

(3 9) 

(316) 

(27 0) 

(14 8) 

37 Transport equipment and pans 

63 86 

237.6 

211 2 

200.6 

191.1 

192.5 

181.1 

172 5 

151 9 

144 9 

115 8 



(12 5) 

(5.3) 

(5 0) 

(-0 7) 

(6.3) 

(5 0) 

(13.6) 

(4 8) 

(6 71 

(3 2) 

38 Other iniuiufacturing industries 

9.05 

262.5 

266 5 

281 3 

269 9 

321 8 

31.3.2 

105 6 

272 1 

2.35 4 

I.S2 7 



(-1.5) 

(-5 3) 

(4.2) 

(-16.1) 

(-3.4) 

(9.0) 

(I2..1) 

(15 6) 

(54,2) 

(24 1) 

Index of Infrastnicture Industrias 


270.0 

249 9 

237.4 

229 9 

21.5.0 

205 3 

19.12 

178 6 

168 4 

156 7 



(8 0) 

(5.3) 

(3.3) 

(6.9) 

(4 7) 

(6.3) 

(8 2) 

(6.1)' 

(7.5) 

(8 1) 


Nom: (0 Superscript numeral denotes month to which fiiure relates, e g. superscript “ stands foi August (it) Figuies tn brackets are percentage ' 
over the period specifled or over the comparable period of the previous year. 
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COMPANIES 



RELIANCE INDUSTRIES 

Growth as a Habit 

AN extensively diversified group with 
interests in fibres, polymcis, chemicals and 
textiles. Relianee Industries is a story of 
integration, both backward and forward. 
Reliance started small with the manufactuie 
of ,synthciic textiles at the Naroda plant in 
1%6. The lirst step in backward integration 
was yarn and fibre manufacture. This was 
followed by manufacture of inputs like 
purified tcrcphthalic acid (PTA) and mono 
ethylene glycol (MEG) that go into fibre and 
yarn. Basic petiochcmicals was the next link 
in the chain ol backward integration. Forward 
integration w'as achieved by moving into 
commodity plastics like polyvinyl chloride 
(PVC), polypropylene and polyethylene, 
manulacturcd from the same basic 
petrochemicals used to make fibre and yam 
inietmediatcs 

Reliance Industries closed its financial 
year ended March 1995 with net sales 
touching Rs 5.502 crore, a rise of 29 percent 
ovei Rs 4.254 crore in the previous year. The 
company's other income galloped from Rs 
46 crore to Rs 91 crore, a use ol 99 per cent. 
Post-tax profit stood at Rs l,0()5 crore. a 
massive ri.se of 85 per cent, from Rs 579 
crore in the previous yeai, The net profit was 
on a net worth of Rs 7,192 crore Inteiest 
charges came down to Rs 114 crore tiom 
Rs Rs 2M eroie, the lesult ol sourcing binds 
by |!i I vale placement from the low-cost UDR 
and Euro markets as well as by private 
placement of equity at large. As in the 
previous year, RIL has made no provision 
lor direct taxes. About Rs 5,000 crore was 
invested by RIL in asset creation duiing the 
ycai and with another Rs U(XX) crore to be 
spent ovei the next two years, RIL might 
still have some years to go before it pays 
any direct taxes Reliance's equity base has 
gone up sharply Irom Rs ,f24 crore in the 
prevnnis year to Rs 461 croie as a lesult of 
issue of shares to shareholders ol Reliance 
Polyethylene (RPEL) and Reliance 
Polyproplenc (RPPL) consequent upon their 
mergei with RIL in (October 1994 as also 
to UTI and Iwo othei institutions on private 
placement It collected a premium amount 
of Rs 1.266 crore from those issues (Rs 921 
ciorc Irom piivaie pl.ieements). 

About 54 per ceni ol RIL’s turnover m 
1994-95 came Irom polyester staple fibre 
(PSF) Fibre intermediaries contributed 28 
percent, plastics 51 percent and chemicals 
and textiles 9 per cent and 6 per cent, 
respeilively Export earnings wcie Rs 174 
crore in 1994-95, up sharply from Rs bO 
crore in the previous year 
The company is moving into oil and gas. 


power and telecommunications. The 
Reliance-Enron consortium has bagged the 
contract to develop the Mukta, Panna and 
Tapti oilfields. Reliance holds a 50 per cent 
stake tn the venture with Enron and ONGC 
holding 30 and 40 per cent, respectively. 
Another .51 2 billion proposal has been 
submitted to the government by the Reliancc- 
Enron consortium for the coal bed methane 
exploration and development project in MP 
and Orissa. Reliance and Enron will each 
have a 50 per cent stake in the project 
Unrestneted repatriation of funds by Enron 
Exploration Company and a 10-year tax 
holiday exempting 50 per ceni ol taxable 
income lollowing commencemeni ol 
production are some ol the fiscal rebels 
asked for in the proposal 

Reliance plans to invest Rs 5,5(K) crore 
in power generation in Gujnrai The pioposal 
IS to set up a l.fXX) MW powei siaiioii at 
Pipavav in Sauraslitra wheie iwo ni.ijoi 
projects - a topper smelting plain and a 
cement laciory - are coming up Rcli.intc 
has lloalcd a.ncw company, Reiiaiitc Assam 
Industries (RAIL), l(> set up a gas i racket 
piojccl in Tengakhat in 1,'ppci A.ss.mi 
Reliance Indusiiics is joining h.ind:. wiih 
MMTC m aillaboration with ihc Ausiialian 
mining eotnapny, fluff Resouues Pacific, 
tor diamond prospecling and mining pro|Ccls 
in Orissa Keli.incc is .ilso paiineiing De 
Beers in .i diamond mining pro[Cst in MP 

l( has also launched ,i new generaiion ot 
pillows under licence Irom L I Du Pont de 
Nemours, made Irom speci.illy engineered 
hollow fibres wilhcquipineni impoiied fiom 
Du Pont 

Reliance Petroleum’s refinery willi a 
capacity ol 15 million tonnes per .inrmm will 
be commissioned m the second hall ol 1997 
Reliance Industries is setting up a second 
polypropylene (F'P) plant of 5 ‘i lakh l^lnne^ 
near its relinei y at Jamnagar to be completed 
m 1998-99. The .sec ond PP plain ai Jamnagar 
will lake Reliance's in.stallcd capacity to 7.5 
lakh tonnes by the end ol thedeeade Reliance 
isalready iniplemenlmgaPPplaniol similar 
capacity at Ha/na along with a 7 5 lakh 
tonne, Rs 1.9(M) crore naphthaynalural gas 
mulli-teed cracker. This is expected to be 
foinpleicd by 1996-97 Besides, the 
company's upcoming crackci projeci with 
a capacity of 2 2 million tonnes will be the 
largest multi-lc-cd cracker in the world RIL 
IS also expanding its polyester and polymer 
eapacilies 

RI1-, Salgaunkar Heavy Industries and a 
fandian consortium led by Lassing Dibben 
(Pacific) are to set up an ‘Asian Bulk 
Temiinar off the Goa coast. The$230 million 
terminal is specifically targeted at bulk 
handling o* solid and liquid cargoes. To 
implement its plans in the telecom and power 


sectors, RIL is promoting two new 
companies. Reliance Power and Reliance 
Telecom, 

Apart from the private placement of 
equities referred to above, the company has 
raised Rs $600 million in the lorm of two 
GDRs ($450 million) and one FCCB ($140 
million). With the FCCBs being converted 
into GDRs, the foreign equity laised by 
RIL will aggregate $590 million It is 
esiimated that the company requires an 
additional $750 million to meet the foreign 
exchange costs of its projects. Aguinsi the 
requirement of $450 million, RIL is 
proposing to I jtse $5(X) million thiough an 
FRN issue Relnmce has concluded a $ 150 
million sfven-ycai bullet loan, without any 
bank gu.iianiee or government as.surances 
This IS the first private seetoi transaeiion 
liom India lot a seven-year bullet maturity, 
meaning that the princip.il anioimt of $150 
million will he lepaid in .i single instalment 
altei seven years I'he entire amount is being 
tiilly iindeiwiiiien by Union Bank ol 
Swii/eiland it B,S). A\BN-Amio Bank and 
Bank ol Ameiii a RIL fnoposes to nicel llie 
balanceol ns financial lequirenienisihrougli 
inleinal .luiiials 

KIRLO-SKAR fU.MMINS 

On a Strong Wicket 

Kiiloskar fuminins (KCL). based in Pune. 
IS ihe eoiiniiy's l.irgest independeni diesel/ 
gas engine m.inulaelurer in ilic iion- 
aiilomotive market The company was 
piomoied as a joint ventuie in 1962 by 
Kirloskai Oil Engines and Ciimmins Engine 
Company (C'ECO), U.SA, wiih a 5()pei cent 
shareholding by CECO and 25 5 per cent 
by KirloskarOil Eingnies. KCLinaiuilaciines 
engines in the 60-16(X) horsepower langc 
and has a strong pre.sencc in ihc I50-I6(X) 
horsciKJwcr range In the diesel engine market 
KCL faces competition Irom Hindustan 
Power Plus, Greaves and l.&T. The mam 
applications of these engines are power 
generation, construction equipment, 
industrial equipment, marine equipment, 
locomotives, etc. It akso has aollahoraiion 
with Holsct Engineering Co of the UK for 
the manufacture of turbo chargers. The 
company' s turnover lor the year ended March 
1995 stood at Rs 501 crorc, up by around 
25 per cent, from Rs 408 in the previous 
year. Despite a sharp rise in lax provision 
net profit was higher at Rs S^crore compared 
Rs 34 crore in the previous year, A dividend 
of 25 per cent has been recommended by 
Ihe directors. The company’s performance 
on the export front has been satisfactory with 
export earnings of Rs 108 crore. down by 
a very small fraction from Rs 109 crore in 
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Incomc/appropriations 

1 Net sues 

2 Value of production 

3 Other Income 

4 Total income 

5 Ra materials/Stores and 
and spares consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 
to Interest 

11 Gross profit 

12 Depreciation 

13 Profit before tax 

14 Tax provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
Liabilities/assets 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank 
borrowings 

23 Gross fixed assets 

24 Accumulated 
depreciation 

25 Inventories 

26 Total assets/liabilities 
Miscellaneous items 

27 Excise duty 

28 Gross value added 

29 Total foreign 
exchange income 

30 Total foreign 
exchange outgo 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 

32 Sales to loutl net assets (%) 

33 Gross value added to 
gross fixed assets (%) 

34 Return on investment 
(gross profit 

to total assets) (%) 

35 Gross profit to sales 
(gross margin) (%) 

36 Operatingproflttosales (%) 

37 Profit before tax to sales (%) 

38 Tax provision to 
profit before tax (%) 

39 tVofit after tax to net wrmh 
(return on equity) (%) 

40 Dividend (%) 

41 Earning per share (Rs) 

42 Book v^ue per share (Rs) 

43 P/Eratio(basedonlatestand 
corresponding last 
year's price) 

44 Debt-e^ty ratio 
(atj^ustedfor 
revaluation) (%) 

45 Shortlermb^boirowings 
to inventories (9b) 

46 Sundry creditors to 
sundry debtors (%) 

47 Total remuneration 
to employees 

to gross value added (%) 

48 Total icmoneration to employees 
to value of prodnetioa (%) 

49 Gross fixed assets 
foanarioR(%) 

50 <kowthiniiiveaiotles<%) 




tile [mviotu yeaf. Exports accounted for 
about 26 per cent of total turnover in 1993> 
94. The 600-900horsepower ‘V-28’ engines 
account for a substantial portion of KCL's 
exports with KCL having been identified by 
CECO as its sole worldwide supplier for the 
same. KCL has won the Engineering Export 
Promotion Council’s award for export 
performance for the fifth successive year. In 
addition, the company also bagged the 
EEPC’s Western Region Top Exporter 
Award for the highest foreign exchange 
earnings for any engineering product in the 
western region. However, the company’s 
foreign exchange outgo too rose from Rs 8S 
crore to Rs 138 crorc in 1994-95 because 
of larger import of components and sub- 
assemblies. 

The company has many firsts to its credit. 
Along, with being the first IC-engine 
manufacturer in India to get ISO 9001 
certification, it is the first company to achieve 
recognition in the form of self-certification 
approvals from world class independent 
agencies such as Lloyds Registerof Shipping, 
American Bureau of Shipping, Factory 
Mutual Research Association, Underwriters 
Laboratories, etc. KCL is also (he first to 
develop and introduce in the country natural 
gas and dual-fuel engines for oilfields 
applications. Theentirefuel system of KCL’s 
engines known as the ‘PT’ fuel system is 
designed, serviced and manufacture by the 
company with its in-house technology. It 
allows the engine to be optimised at any load 
condition with a minor adjustment, thus 
providing KCL with the flexibility of 
customising its engine to customer 
specifications without making major changes 
in the fuel injection system. The result has 
been that KCL, unlike its competitors, is not 
confined to standard applications and has 
developed engines for varied applications. 
The PT system is developed and patented 
by CECO. The diesel engine industry is 
cyclical in nature but KCL has not Ixen 
rdfected significantly by the upt and downs 
in the industry because, first, KCL’s buyers 
come from diversified industries and the 
company is not dependent on any particular 
industry and, second, with a large number 
of engines in operation all over the country 
sale of spares is a substantial business for 
KCL. 

BIRLA JUTE AND INDUSTRIES 

Rapid Diyersification 

A new era in the Indian jute industry began 
with the setting up of the Biria Jute 
Manufacturing Company in 1919 by G D 
Biria. The first of the Biria group in India, 
the company is now known as Biria Jute and 
Industries. 'The company, which completed 
75 years in August 1994, has come a long 
way from manufacturing only jute gpods 
and now has a wide range of diversified 
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activities. It has seven divisions producing 
cement, Jute goods, auto trim parts, textile 
yams, calcium carbide, industrial gases, 
linoleum and PVC floor coverings. 

The company closed its financial year 
ended March 1995 with net sales of Rs 750 
crore against Rs 661 crore in the previous 
year, a rise of 13 per cent. Gross profit 
increased by 49 per cent, from Rs 37 crore 
to Rs 55 crore. Despite a sharp increase in 
tax provision, from a mere Rs 2 lakh in the 
previous year to Rs 250 lakh, coupled with 
a 4 per cent increase in the provision for 
depreciation, net profit doubled from Rs 14 
crore to Rs 29 acre in 1994-95. Exports 
grew by 47 per cent from Rs 64 crore to 
Rs 95 crore. A dividend of 35 per cent has 
been recommended by the directors. 

All the five cement plants of the company 
achieved thehighest ever production of29.74 
lakh tonnes of clinker. 33.49 lakh tonnes of 
cement and 2.74 lakh tonnes of granulated 
slag against 29.07 lakh tonnes, 33.49 lakh 
tonnes and 1.85 lakh tonnes respectively in 
1993-94. 

The company is planning further expansion 
and has bMn on the look out for suitable 
sites to set up new cement units, possibly 
in Andhra Pradesh and Karnataka. The 
Chittor plant is proposed to be expanded by 
one million tonnes and expansion of the 
Satna unit is to be taken up in the second 
phase. The company's efforts to reduce 
energy consumption have led to modification 
of the fuller grate coller with the IKN clinker 
inlet distribution system at the Satna cement 
works. At Chittor the FLS grate coller was 
in the process of being modified. BJIL has 
commissioned a coal beneficiation unit at 
one of its plants at Chittor, the first of its 
kind in India. This became necessary because 
of the lack of consistency in the quality of 
coal supplied which left the company with 
two options, either to instal a co^ washery 
or go in for a' dry coal beneficiation unit 
(DCBU). 

Sales of the linoleum division increased 
from 1.80 lakh sq metres to 2.86 sq metres, 
reflecting efforts to upgrade quality and 
introduce new designs. The company has 
signed two memorandums of understanding 
to modernise and upgrade technology. It has 
also entered into a Joint venture with DLW 
Aktiengesellschaft of Germany, which has 
been marketing linoleum products 
manufactured by BJIL for the last several 
years, for the manufacture and export of 
quality linoleum. BJIL manufactures natural 
PVC linoleum which is made on jute backing 
with wood powder on top and is environment- 
friendly. The company increased sales of 
vinoleum from 3.75 lakh sq metres to 4.90 
lakh sq metres and a start was made in export 
of vinoleum. Birla Vinoleum plans to launch 
PVC-coated wall paper and certain special 
grades of coated fabrics. 

The Jute division increased production 
from 59,168 tonnes to 72!593 tonnes, a 
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growd) of tl per to 

Rs 45 crore. As a result of a lower raw jute 
crop coupled with a small carryover from 
the previous year, raw jute prices rose and 
manufacture of standard goods became 
uneconomic, justifying the company’s move 
into higher value added products. Production 
of such items during the year amounted to 
19,410 mt, valued at Rs 49.30 crore, and 
constituted 27 per cent of total production 
against 13,389 mt. Rs 32.70 crore and 23 
per cent respectively in the previous year. 
However, theexport market support available 
to a wide range of jute goods has been 
withdrawn by the government with effect 
from March 31 this year. Also the EC, the 
largest buyer of high value jute products, 
has imposed a tariff of 3.4 per cent from 
January 1, 1995. 

BJIL has diversified into the use of non- 
conventional jute fibre through its newly 
created auto trim division. The pilot plant 
with imported equipment has already been 
commissioned, with the first commercial 
export to the company'scollaborator, EMPE- 
WERKE of Germany, being made in March 
this year. According to N C Vardarajan, 
senior vice-.prcsidentof the auto tnmdivision, 
a new technology involving jute felt 
impregnated with unsaturated polycsterresin 
is being used for ihc first time in India. BJIL 
had also acquired know-how for the manufac¬ 
ture of PU sandwich headliners from EMPE 


and wasn^d^ti^ ear I 
.TheautotrimdiviaioiihaagivtMaiiew)^ 
ofllfetodttaiUngJuteindustrybydevelopiiig 
moulded door panels using jute felt. 

The synthetics division recorded lower 
production, down from 6,145 mt to 5,994 
mt as a result of shortage of viscose staple 
fibre from Grasim, the major supplier.The 
impact was reduced to a certain extent by 
a move towards blended yams and import 
of fibre, which finds reflection in the import 
of raw materials rising from Rs 378 lakh to 
Rs 1,683 lakh. In order to reduce dependence 
on viscose fibre the company increased its 
coning capacity with the installation of 
additional imported autocones^Mailability 
of autoconed yam helped the division to 
increase exports. 

The carbide division increased production 
substantially, with the highest ever 
production at 15,029 mt against last year's 
11,839 mt, an increase of27 percent, thanks 
to efficient furnace operations and steadier 
power supply. 

The company’s cement division recieved 
the CAPEXIL Special Export Award for 
1993-94, the fourth consecutive year for 
which its export performance was recognised 
by CAPEXIL. Duringihe year the Durgapur 
cement works and Birla synthetics received 
ISO 9002 certification. This will give a 
boost to the company’s marketing efforts, 
nationally and globally. 
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Fiscal Deficit: Return to 
Original Sin 

' The phenomenal rise in net RBI credit to the central government 
together with some slackening of the demand for commercial credit, 
reflecting a possible slow-down in industrial investment and production, 
have eased the severe shortage of liquidity experienced in the money 
market in the first quarter of this financial year. 


I 

Emerging Easiness in Liquidity 

THE severe liquidity strain, experienced by 
the money markets in India during the first 
quarter of the current fiscal year, continued 
until the first half of July and has suddenly 
given way to some easiness during the latter 
half of the month. Apart from the seasonal 
factors of supply of and demand for banks’ 
resources, theemergence of underlying signs 
of slackness in demand for bank credit due 
to some possible slow-down in industrial 
investment and output activity is probably 
reflected in the current trends. To an extent, 
the massive year-end bulge in banks' balance 
sheets as of March 31 and the subsequent 
unwinding make it difficult to get a clearer 
view of the liquidity situation from the 
available banking data for the early months 
of the year. As the size of the year-end build¬ 
up of banks' deposits and advances, ansmg 
from interest crediting, draw-down of public 
sector funds towards the fag end of the year 
and window-dressing, has been growing 
year-by-year, the process of unwinding has 
also been increasingly getting prolonged. 
Last year by July 22, the declining trend in 
aggregate deposits from the March 31,1994 
bulge had stopped; there was in fact a rise 
of Rs 1,486 crore by then. On the other hand, 
this year the aggregate deposits at Rs 380,160 
crore continue to remain lower than the level 
of March 31,1995 by as much as Rs 6,699 
crore. Such a large swing in banking trends 
cannot be entirely explained by the last 
year’s foreign exchange accruals and the 
consequential increase in bank deposits - 
a phenomenon which has been generally 
absent this year. 

Overall, there is no doubt that deposit 
accruals this year have been more moderate 
than last year. However, a distinct feature 
of tte cunent year’s development has been 
the rise in bank deposits during July I99S 
which has been mut^ more than the increase 
in July 1994, despite the fact that the two 
pedodi are not comparable in that the foreigii 
exchange inflow was'much higher last yean 
The expabsiim in deposit liabilities of b^s > 
in recent fbitnights may be titiibutable to 
secimdaty expansion arising fpom massive 


reserve money growth which in turn should 
be sourced to phenomenal increases in net 
RBI croiit to the central government during 
the current fiscal year so far; the latter has 
already touched Rs 21,075 crore as of 
July 21 (Table 1). Government recourse to 
ad hoc treasury bills has also touched 
Rs 17,835 crore as on that date compared 
with a negative amount of Rs 995 crore in 
the correspondmg period of the previous 
year. Apart from the use of ad hoes, the 
devol vement on the RBI of undersubscribed 
amounts in the 91-day TB floatations 
aggregated Rs 761 croreduring July. Besides 
the RBI credit to the central government, the 
level of RBI refinance facilities used by the 
commercial banks, as also the DFHI and the 
STCI in the wake of the credit market 
stringency, has been about 75 per cent more 
this fiscal year (an average outstanding level 
of Rs 12,461 crore) as compared with the 
corresponding period last year (Rs 7,105 
crore). 

That the flow of liquidity was probably 
not from any fresh inflows of primary 
deposits is evident from the reduced tempo 
of financial savings in the form of accruals 
to various instruments. For instance, the 
Unit Trust of India (UTI) could mobilise 
only Rs 750 crore under its special offer of 
US-64 scheme as against Rs 3,000 crore 
achieved in the corresponding month of the 
previous year (though primarily because of 
the lukewarm response from corporate bodies 
in the wake of the withdraw^ of section 
SOM of the Income Tax Act concerning 
intercorporate dividends as ffom this year- 
end). Subscriptions for other mutual fund 
issues, as also for capital issues of corporates, 
havebeenpoor as compared with the previous 
year except for the bulk issueof the Industrial 
DevelopmentBankof(|idia(lDBI)'s initial 
public offering aggregating over Rs 2,371 
crore, which has been oversubscribed 
e'ssentially because of the financial 
institutions' clout and liberal subscription 
by investment institutions like the UTI, UC 
and GIC and corporate bodies like the 
Reliance Industries, NOCIL and others. The 
subscription was facilitated by a series of 
initiatives such as (i) the exemption by the 
RBI of bank investments from the 5 percent 


limit in reflect of the equities of financial 
institutions; (ii) the permission granted by 
the RBI to primary co-operative banks and 
district co-operative banks to invest in equity 
issues of development flnancial institutions; 
and (iii) the declaration by the Maharashtra 
government of the IDBI equity issue as an 
eligible security for investment by provident 
funds and other trusts. There were also firm 
allotments made in favour of the investment 
institutions. 

To an extent this forced extraction of 
subscriptions in favour of a mega issue has, 
as an immediate consequence, tended to 
augment liquidity with the banking system 
at least until after the funds are deployed by 
the IDBI in loans and other assets. Also, the 
declining trend in foreign exchange reserves 
since the beginning of the current fiscal year 
(a loss of Rs 4,303 crore until June 23,1^5) 
stood arrested in July (a rise of Rs 933 crore). 
The data published by the Securities and 
Exchange Board of India (SEBl) suggest 
that foreign institutional investors (Fllsjk 
made a net investment of Rs 356.3 crore im 
June and Rs 654.08 crore in July 1995, 
which have been a substantial improve¬ 
ment over the investment levels since 
November 1994 (ranging from Rs 34 crore 
to Rs 211 crore). 

n 

Primary Auctions of Gilts 

Though the central government’s normal 
borrowing of Rs 3,700 crore (net) was 
completed by the end of June, it was the 
sizeable borrowing of Rs 19,000 crore 
budgeted under ‘other medium and long¬ 
term loans’ comprising zero coupon bonds 
and loans in conversion of maturity treasuiy 
bills which largely remained tobeundeitaken 
and to which the attention was paid in July. 

Funding Operations 

The government and the RBI had made . 
a bold attempt to convert Rs 7,603.44 crore 
worth of364'^ay TBs into a flve-year security 
in April last but the market response, in the 
face of impending liquidity shortages, was 
poor; only Rs 1,653.58 crore (or 21.75 per 
cent of the offer amount) worth of bids at 
acut-off yieldof 13.25 percent were accepted 
then by the RBI. 

On July 10, the government offered to 
convert 12 per cent 1995 government stock 
maturing this October for a 13.25 per cent 
1997 stock. Originally converted from 364- 
day TBs in 1993, the outstanding amount 
in 12 per cent 1995 stock was Rs 4,045.66 
crore (It is a moot point if this should 
constitute a part of‘other medium and long¬ 
term loans’ or that of the regular borrowing 
programme in gross terms). The auction 
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held on July 13 received again a damp 
response; the marlcet offered only Rs 803.08 
crore or 19.85 per cent of the eligible stock 
for conversion. Apart from the unattractive 
nature of the yield, the response clearly 
indicated market preference for liquidity. 
Even on the day of conversion, the 12 per 
cent 1995 paper was traded on NSE in two 
deals worth Rs 10 crore at a yield of 14.035 
per cent as against the previous day’s yield 
of 13.93 per cent. 

Zero Coupon Bonds 

Given the poor market response to the 
coupon bearing securities the RBI changed 
track and decided to offer zero coupon bonds 
on behalf of the government. Announced 
on July 20 and auction held on July 26, the 
notified amount of this five-year bond was 
Rs 3,000 crore. Zero coupon bonds are a 
novel instrument and they have always been 
asuccess. There have been twoearlier issues 
of this instrument, both for a five-year 
maturity. The first zero coupon bond was 
issued in January 1994 and the second in 
February 1995. 

The February auction had received 
Rs 2,393.30 crore as against a notified 
amount of Rs 2,000 crore. The cut-off price 
then was Rs 54.00 yielding 12.71 per cent. 
The previous first zero coupon bond issued 
in January 1994 was for a notified amount 
of Rs 3,000crore and had fetched Rs 6,995.34 
crore; at a cutoff price of Rs 53.90, the yield 
rate had worked out to 12.75 per cent. 

By the time the latest zero bond was 
auctioned in the last of July, the liquidity 
situation in the market had undergone a 
process of easing as explained earlier, though 
the media was still predicting dire straight 
and one more devolvement on the Reserve 
Bank, but the RBI itself was confident of 
good response; the response to TB issues 
had already improved. For a Rs 3,000 crore 
issue, the Reserve Bank received bids worth 
Rs 4,808.80 crore but accepted the notified 
amount of Rs 3,000 crore for a cutoff price 
of Rs 5 M 9 which worked out to a yield of 
13.85 per cent. The ruling yield to maturity 
(YTM) for the zero coupon bond 1999 was 
in the range of 14.10 per cent to 13.58 per 
cent in the last week of July. 

Zero coupon bonds the world over are 
preferred by the issuer and the investor as 
well, particularly in an illiquid market. As 
the investor has to put in only the discounted 
amount, this instrament is well received 
especially when funds are scarce. Moreover, 
since there is no interest paid on this 
insttument during its full tenure, there is no 
tax deduction at source. Further, the 
instiument, being a discount instrument, does 
not generally face any risk of depreciation. 
As having biren already discounted at issue 
rather sizeably, its value generally 
appreciates and hence its book value is rarely 
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below its purchase price; this is because the 
market price has to accommodate the closing 
in of the maturity date. At the most the 
appreciation of this instrument will slow 
down if there is a future floatation with a 
higher coupon. As such, there will be no 
provision required for any depreciation of 
this instrument. For the investors in the 
Indian zero coupons the RBI provides an 
added attraction in the form of repo facility. 
For the issuer who is strapped for cash, this 
is a convenient form of raising funds as 
during the tenure of the instrument, there 
IS no cash outflow towards interest payment. 
In zero coupon bonds, there is only one 
bullet payment at the end of the tenure for 
repaying the principal and interest. This 
gives ample time to the issuer to plan his 
cash outflow. 

364-day Treasury Bills 

Response to the two auctions of 364-day 
TBs dunng the month on July 7 and July 
21 remained subdued as the liquidity situation 
continued to be weak. The Reserve Bank 
was able to raise only Rs 17.18 crore in two 
auctions and that too at such yield rates as 
12.71 per cent and 13.16 per cent, 
respectively, in the two issues. Last year, 
during July, this instrument had received 
good market response with the government 
collecting Rs 1,581 crore at yield rates of 
10.04 per cent and 9.82 per cent, respecti vely, 
in th6 corresponding two issues. (Table I). 

Significantly, with the improvement in 
the liquidity situation towards the end of the 
month, the response to the 364- day auction 
held on August 2 was exceedingly good. The 
Reserve Bank could raise an amount of over 
Rs 834 crore in this auction although again 
the yield given was as high (13.16 per cent) 
as in the preceding auction. 

91-day Treasury bills 

In the 91 -day TB issues, too, the response 
in the second half of the month was 
qualitatively 'different from the first half 
(Table 2), with the government raising from 
competitive bidders Rs 615.02 crore in the 
second half in contrast to only Rs 16.25 
crore in the first half. The last auction of the 
month also saw the yield rate slide down 
from 12.97 per cent to 12.71 per cent thus 
arresting the rising trend since April. For a 
total notified amount of Rs 1,000 crore in 
the first two auctions, apart from Rs 16.25 
crore from competitive bidders, the RBI 
collected from non-competitive bidders 
Rs 370 crore and borne the devolvement to 
the extent of Rs 613.75 crore. The yield rate 
rose ffom 12.71 percent in the first auction 
to 12.97 per cent in the second position. 

There was, however, a sudden turnaround 
in the market respon.se in the auction held 
on July 21. For a notified amount for Rs 50(} 


crt>i«) the govomment recei donip^tiva 
bids worth Rs 474.95 crore and non- 
compeUtive bids worth Rs 150 crore. In 
order to prevent the interest rates from rising 
beyond reasonable levels, the Reserve Bank 
preferred to take a small slack and rejected 
a sizeable portion of the market bids. It 
accepted only Rs 202.70 crore from 
competitive bids but all the non-competitive 
bids for Rs 150 crore, itself taking a 
devolvement of Rs 147.30 crore; this 
prevented the yield rate (12.97 per cent) 
from rising. 

Ths next auction attracted warm response, 
with the Reserve Bank receiving 69 
competitive bids and 4 non-competitive bids 
for a total amount of Rs 1,151.38 crore. The 
Reserve Bank accepted 37 competitive bids 
worth Rs 412.32 crore at a cutoff price of 
Rs 96.92 thus bringing the yield further 
down from 12.97 per cent in the previous 
auction to 12.71 per cent. With the non¬ 
competitive bids getting an allotment of 
Rs 87.68 crore, there was no devolvement 
on the RBI. 

- Clearly, in the wake of the market criticism, 
the Reserve Bank opted to cutoff at a little 
higher rate and rejected only a minimum 
from the competitive bfds rather than go in 
for a sharp reaction in the rates with the 
help of non-competitive bids. In fact, the 
Reserve Bank could have further reduced 
the rate of intere.st as the bids received in 
the non-competitive category were 
substantial at Rs 280 crore. However, the 
Reserve Bank decided to allocate only 
Rs 70.42 crore to non-competitive bidders, 
that too in partial allotment. Borrowings 
from non-competitive bidders, which 
generally are state governments, is only 
another form of monetisation. 

m 

New Issues of Other Money 
Market Instruments 

Certificates of Deposits 

The last fortnight of July saw hectic activity 
in the CDs market with the financial 
institutions such as, the IDBI and ICICI 
entering this market offering as high as 18 
per cent interest. The interest rate went up 
in the CD market following the decision of 
the public sector banks to reject the directive 
of the Department of Public Enterprises that 
the public sector undertaking could park 
their funds in CDs only of banks which have 
obtained credit rating. It is learnt that State 
Bank subsidiaries and some weak 
nationalised banks were the most affected 
by the DPE directive. The CyPE directive had 
made credit rating compulsory for those 
public sector banks which desir^ to attract 
PSU funds by issuing CDs but whose 
minimum paid-up capital was less than 
Rs 100 crore. The DI% later withdrew its 
directiye. 
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According to an estimate, public sector 
undertakings contribute as much as 3 per 
cent of the total bank deposits. The State 
Bank of India had alone mobilised Rs 2,500 
crore at a rate of 13.50 per cent in the first 
quarter of the current financial year. With 
its large deposit base, in which current 
account deposits have a larger share, the 
average cost of funds may not have been too 
high for the State Bank. 

With the liquidity crunch affecting the 
banks as well as financial institutions, both 
vying for PSU funds is quite understandable. 
The State Bank had offered a rate of 11 per 
cent till December 1994. The rates were 
increased to 13 per cent in February 1995 
and subsequently to 13.5 per cent. Besides 
SBI and financial institutions, other players 
in the CD market were Corporation Bank, 
Indusind Bank and SCICI. 

Commercial Paper 

Towards the end of the month, the recycling 
of available liquidity in the market has 
induced fresh issues of CP by corporates 
which have been picked up by banks at 
reasonable rates of interest ranging from 
13.75 to 14.50 per cent. Widely quoted CPs 
are those of Dabur (Rs 10 crore) and non¬ 
banking finance companies like Kotak 
Mahindra. New CP issue of GAIL, Voftas 
and Pfizer were reportedly in the pipeline. 


Its loans to corporates during 1994-95, its 
debentures portfolio was 20 per cent of its 
corporate loans in the first quarter of this 
financial year. 

PSU Bonds 

The government was likely to announce 
the quota of SLR bonds for the PSUs for 
1995-96. It is likely to further reduce the 
volume of guaranteed bonds in keeping with 
the policy of eventually doing away with the 
support to PSUs. The government has already 
reduced PSUs’ quota of SLR bonds from 
Rs 3,000 to Rs 7()0r800 crore in the past 
three years. In the context of the tight liquidity 
position of the market, PSUs are likely to 
raise funds at a high rate of over 14 to 18 
per cent as the government paper offered 14 
per cent in the primary market and 14.5 per 
cent in the secondary market. 

IRBI proposed to raise Rs 50 crore 
through private placement of bonds. 'The 
five-year bonds issue offering 15 per cent 
would close on August 31. Hie Nuclear 
Power Corporation’s bond issue was 
oversubscribed. For a Rs 100 crore issue, 
the NPC received Rs 175 crore. Nearly 75 


per coit of the issue wta subseribed for by 
provident funds. The NPC has decided to 
retain the oversubscription. 

Floating Rale Notes 

State Bank of India raised the interest rate 
on its floating rate bonds (HlNs) by two 
percentage points to 15 per cent. It may be 
recalled that the State Bank bad 
simultaneously floated an equity and debt 
issue in 1994. The bonds totalling Rs 1,000 
crore with a ten-year maturity carried a 
floating rate of interest payable half-yearly 
at three per cent over the maximum term 
deposit rate. The interest rate is subject to 
refixing every six months on January 1 and 
July 1. 

ICD Market 

It was reported that non-banking finance 
companies and corporates were doing ready 
forwards in units‘of UTIUS64 scheme for 
fear of default in the inter-corporate deposits 
market. In the previous months, corporate 
giants like Shaw Wallace had already 
defaulted on their repayment obligations. It 
was reported that the creditors of Shaw 
Wallace had asked the company to mortgage 
its assets against the ICD loans advanced to 
it. The rates in this market are also reported 
to be as high as 26 per cent in normal 
circumstances. There also have been 
companies which, despite good credit ratings, 
have not been able to mobilise funds even 
at rates as high as 50 per cent during the 
past couple of months due to the liquidity 
crunch being experienced by the financial 
markets since September last. 

In July, the situation was not so critical. 
Yet, for fear of default on ICD borrowings 
and as bank finance was difficult to obtain 
due to the tight monetary policy of the 
Reserve Bank, non-bank finance companies 
and other corporates indulged in pigging 
their most liquid financial asset, viz., units 
of US64 to borrow in the ICD market. The 
medhanism used for such borrowings was 
interesting. To avail of funds, a corporate 
would pledge US64 and enter into a ready 
forward agreement with another corporate 
or an NBFC to buy back the instrument at 


Table I: Auctions of 364-Day Treasury Bills 

(Amount in rupees, crore) 

Date of Bids Tendered Bids Accepted Chit-off Cut-off 

Auction No Pace Value No Face Value Price Yield Rate 

(Amount) (Amount) (Rupees) (Per Ont) 


44 

923.00 

22 

307.00 

90.88 

10.04 

no 

2645.00 

28 

1274.00 

91.06 

9.82 

113 

3888.00 

48 

2120.00 

9M5 

9.71 

10 

24.68 

4 

4.68 

88.72 

12.71 

13 

14.50 

to 

12.50 

88.37 

13.16 

66 

844.00 

65 

834.00 

88.37 

13.16 


Debentures _ 

, 1994 

Withthecapital market stagnant and banks July 06 

faced with a liquidity crunch, the market July 20 
showed some preference for debentures August 03 
duringthefirstquarterofthecurrentfinancial 
year. TTiis was reflect by the advances i i 

portfolio of ICICI. As against its portfolio 
of debentures which was 9.5*10 per cent of 
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a mutually agreed price. While use of liquidating kind ofin.struinent was expected tenure of bills re-discounting to 15 days. I 
collateral improved the counter-party risk in to be useful to corporate borrowers and the These measures have resulted in lower 
this hitherto unsecured loan market, it also Reserve Bank had been encouraging its use volumes in the bills re-discounting market, 
changedthcverycharacterofthisinstrument. for better funds management in the 1970s. although the spreads have gone up along 

Incidentally, the use of ready forwards is The instrument, however, came to be widely ' with the cost of funds for these non-banldng 

not permitted except in treasury bills and misused with rampant accommodation bills finance companies. With the current liquidity 

some specified gilt-edged securities. getting re-discounted for raising funds to crunch the rates have gone up to as high as 

invest in the capital market rather than 18 to 26-27 per cent depending on the risk 

Bills Re-discounting supporting productive activity. In the post- profile of the borrower. The present volume 

scam period, the Reserve Bank put several in this market are estimated to be around 

An impoitant instrument in the money restrictions on bills re-discounting, such as Rs 7,(X)0crote. The discount«l inland bill! 
maricet has been in the background since the a ban on banks to re-discount the bills portfolios of scheduled commercial and 
securities scandal hit the Indian banking discounted originally by non-bank finance co-operative banks today constitute abma 
system in 1992. This short term, self- companies and the increase in the minimum Jto 7.600 crore. 






conduit that the misuse of diis iiutnunem 
has completrly stopped. Many non-bimk 
finance companies now re-discoum their 
bills with cash rich corporates rather than 
commercial banks. The newer banks are also 
keen players in this maricet and are reportedly 
indulging in accommodation bills financing 
in a big way. 

Foreign banks have tmexged as aggressive 
players in this market as arbitragers. They 
are reported to be borrowing by re¬ 
discounting bills towards the end of a 
reporting fortnight when the call rates are 
low and lending the funds by way of repos, 
with many foreign banks achieving a spread 
of about two percentage points by adopting 
this route. 

Meanwhile, the Kerala State Industrial 
Development Corporation has introduced a 
bills re-discounting scheme to help 
companies in the state of Kerala to raise their 
working capital requirements. The rate of re- 


pnevaUing pnime lending fate. With the 
processii^ fees and non-reftmdable upfront 
fees for documentation, it will currratly cost 
21 per cent to the borrowers. With inter¬ 
corporate deposits rates well above 2S per 
cent, corporate borrowers are reportedly 
finding tte offer attractive. 

IV 

Call Money Market 

The call money market experienced 
relative stebility and easiness for the greater 
part of the month with rates generally 
moving in the range of 12-10 per cent 
(Tables 3 and 4). 

The easiness in call rates in the first half 
of July was partly attributed to inflow of 
cash on account of the release of interest 
amounts worth about Rs 600 crore by the 
RBI on the banks' statutory reserves. In the 
second half, call rates declined partly due 


' t6 eiipectatloitt «f!ti ea^ i^ow .ittto die 
system through the rehmi flow of food credit 
and interest payment oh capitalisation bonds. 

In an otherwise easy call money market 
in the first week of July, call rates rose to 
11 per cent on July 6 on reports that the Stale 
Bank of India was borrowing in the market, 
as also opening of the mega lOBI issue. As 
call rates went do wn in the first week of July, 
the secondary market in government 
securities saw an appreciation by tO-lSpaise 
each. 364-day Treasury bills maturing in 
September traded at a YTM of 13 per cent 
and those maturing in August traded at 13.9 
per cent YTM. Similarly, 91-day treasury 
bills maturing on July 29, offer^ a yield 
of 13 per cent. 

The second week of July opened on a quiet 
note and players shifted attention to the 
secondary market of government securities 
as there was little activity in the call mark^ 
The daily averse trading volumes in the 
outright market for gilt-edged securities was 


Table 2:AucnoNS of 91-Day Treasury BiLls’ 


(AmnunI m rupees, crore) 


Date of 
Auction 


Notified 

Amount 


Bids Tendered 


No Face Value 


Bids Accepted 


No 


Face Value 


Subscription 

Devolved 


Cut-off 
Price in 


Cut-off 
Yield Rate 


Amount Outstanding (Rupees)* 


Trnil 


With Outside 



(Rupees) 


(Amount) 


(Amount) 

on RBI (Rupees) (Per Cent) 

(Amount) 


RBI 

RBI 

1994 











July 01 

250 

10 

65 

10 

65 

185.00 

97.78 9.08 

4450.00 

1205.80 

3244.20 

July 08 

150 

20 

484 - 

7 

150 

0.00 

97.78 9.08 

4300.00 

1205.80 

3094.20 

July IS 

200 

41 

822 

15 

200 

0.00 

97.82 8.91 

4000 00 

1205.80 

2794.20 

July 22 

250 

42 

1018 

17 

2.50 

0.00 

97 90 8.58 

3750.00 

1205.80 

2544.20 

July 29 

250 

34 

324 

30 

250 

0.00 

97 86 8.75 

3500.00 

1082.80 

2417.20 

1995 











July 07 

500 

15 

36.40 

4 

7.25 

172.75 

96.92 12.71 

4500.00 

1242.00 

3258.00 



(4) 

(320) 

(4) 

(320) 






July 14 

.500 

112 

38.00 

8 

9 

441.00 

96.86 12.97 

4951.00 

1415.00 

35.36.00 



(1) 

(50) 

(1) 

(50) 






July 21 

500 

40 

474.95 

5 

202.7 

147.30 

96.86 12 97 

5401.00 

1856.00 

3545.00 



(3) 

(150) 

(3) 

(1.50) 






July 28 

500 

69 

871.38 

31 

412.32 

0.00 

96.92 12 71 

.5851.00 

2003.30 

3847.70 



(4) 

(280) 

(4) 

(87 68) 






l^guics in brackets represent numbers and amounts of non-compelinve bids which are not included in the total. 




9 Outstanding amounts are estimated for all weeks of July I99S. 











Table 3:Call Money Rates 














(Per cent per annum) 




July 1995 



June 1995 



Items 


iS 

IRRFT 

IT 

7(RFr 

.30 

B(RF5 


9(RF) 


Weekly range 


8.50-11.00 

0.25-12.00 

10.50-14.00 

1.00-17.00 

14.00-19.00 

0,25-21.50 13.50-17.25 

2.00-12.00 

tO.50-16.00 

Weekend (Friday) 


10.00-8.50 

0.25-2.00 

11.00-11.25 

1.00-2.00 

16.00-17.00 

0.25-1.00 17 00-16.50 

2.00-3.00 

13.00-10.50 

Weekly weighted average* 

10.88 

9.46 

11.66 

12.08 

16.42 

16.46 

14 64 

10.88 

13.60 

OFHi lending rales (range) 

10.50-8.00 

12.00-2.75 

14.00-10.75 

17.00-9.00 

18.75-15.00 

20.50-13.10 13.65-17 50 13.50-6.150 

15.50-11.90 


* Weighted average of boirowing rates reppiied to die RBI by selected banks and DFHI, weights being proportional to amounts borrowed. 


Tabu 4: Daily Call Money Rate Quotations of Highs and Lows in Per Cent: Simflb Stattstical Characteristics 

(Per cent per annum) 


Alt Pour 


July 1995 Week Ended 

Aunvfr 

Wfifluof 


June 1995 Week Ended 


the Month 

28 

21 (RP) 

14 

7(RF) 

dieMondi 

30 

23 (RP) 

16 

9(RF) 

2 

Mean 10.04 

10.56 

9.58 

I1.S8 

11.68 

13.64 

16.13 

13,92 

14.88 

10.79 

13.68 

Standard deviadoa 3.34 

1.07 

2.00 

0.95 

2.77 

4.28 

1.37 

6.63 

1.31 

' 3.32 

146 

Coeffictent of 33.26 

variation (pereontBfH) 

10.13 

20.89 

8.20 

23.73 

31.38 

8.50 

47.64 

8.81 

30.76 

10.68 





around Rs.l(l) crore and in the repo market 
about Rs. 1 SO crore during the second week. 

Call rates continued the easy trend in the 
third week of July remaining at the 10-11 
per cent levels. Institutions like the Unit 
Trust of India were in the market as lenders. 
UTI had collected Rs 800 crore through its 
customary concessional sale offer of US64 
which it had reportedly deployed in the call 
market. Sentiments in the market during this 
week were also affected by the RBI 
governor's speech at Madras where he 
cautioned on what he described as “almost 
profligate" use of bank credit and indicated 
that the RBI's support to government 
borrowings will not be unlimited. On 
July 21, i.e the Reporting Friday, the rates 
fell to the customary 0.5-1 percent indicating 
normalcy in the market. 

The last week of July opened at 10.75-11 
per cent. The offer of Zero coupon bonds 
to be auctioned on July 26 dominated the 
market scene during the this week. The 
presence of State Bank and UTI as lenders 
m the market throughout this week also 
caused easy conditions in the market, with 
the call rates ranging from 10.0 to 8.5 per 
cent in the later part of the week (Graph A). 

Forex Market 

Developments in the inter-bank foreign 
exchange market during July were 
characterised by their trading, reduced 
volatility in exchange rate, even a marginal 
appreciation of the rupee above the RBI's 
long-standing reference rate of Rs 31.37 due 
to inflow of dollar on account of Fils' gross 
investment to the tune of US $858 million. 


and considerable ud pers^tent, 'weakeuh^ 
of the annualised forward premia (six month) 
from 6.2 per cent to tl» lowest level in 
months of 5.50 to 5.75 per cent (Graph B). 


Secondary Market 

Dated Securities 

The secondary market witnessed brisker 
trading activities in government securities 
as the volume of trading and number of 
traded stocks increased during July. In TBs, 
the yield difference between primary and 
secondary market got narrower and finally 
towards the end of the month, turned positive. 
The relatively easier condition in call rates 
and RBI's directive regarding fixation of 
permanent and current category to 60:40 
level from the earlier level of 70:30 led to 
offloading of a large number of securities, 
mostly low coupon, long-dated regular 
stocks, resulting in higher turnover. 
However, the short-dated converted 
securities like 12 per cent, 1995 and 12.75 
per cent 1996 were undetpirmed by strong 
demand and remained firm (Appendix 
Tabic). . 

Yield Curve 

With the improvement in liquidity situation 
and expectations of an unbridled expansion 
in government expenditure essentially to be 
financed through ad hoes and other debt 
monetisation indicating thereby large 
primary money expansion and possibly a 
gradual fall in the interest rate structure over 
the months, the secondary market yield 
structure started moving downwards, which 


Wf, .^ 

a&o rditforM W ^ policy 

adopted by the RBl in Kgard to open market 
operations and more significantly in 
determining the yield rates on primary issues 
of government paper. Consequently, the 
average yield curve for the month remained 
inverted, or at any rate flat (Graph C and D). 
However, on a day of maximum transactions 
(July 28) the combined yield curve for 364- 
day TBs and GOI dated paper appears upward 
sloping and fairly consistent with normal 
expectations (Graph E). 

OmER Developments 
STCl's Operations , 

The Securities Trading Corporation of 
India - the primary dealer designate- started 
offering two-day quotes in select go vemment 
securities and treasury bills from June 28. 
The STCI announces indicative opening rates 
every morning and the rates vary according 
to the volume and movement of market rates 
during the day. The rates quoted by STjpI 
so far have indicated thin spreads; 14 per 
cent 2(X)5 stock, for instance, was offered 
for purchase at a rate of Rs 1(X). 15 and for 
sale at Rs 1(X).30. 

It is difficult to gau^e the market response 
to STCl's offers from the SGL account 
operations as the prices quoted by STCI are 
only indicative and transactions may or may 
not take place at those prices. As is evident, 
there was little activity at STCl’s rate in 
the market. This was on account of the 
restriction put by STCI on transactions. While 
banks could purchase any amount of 
securities or treasury bills offered by STCI, 
for its own purchases from banks, STCI 


Table 5: Operations op National Stock Exchance (NSE) during July 1995 


Desenptors 





Week Endins Julv: Amount in Rupees Crore 






28 


21 



14 


7 


Total durins Julv 


Order 

Actual 

Order 

Actual 

Order Actual 


Order 

Actual 


Order 

Actual 


Buy 

Traded 
Sell Amount 

Buy 

Traded 
Sell Amount 

Buy 

Traded 
Sell Amount 

Buy 

Traded 
Sell Amount 

Buy 

Traded 
Sell Amount 

I Treasury bills 
i) 9l-<lay bills 







. 

. _ 




_ 



ii) 364-day bills 

69.00 

69.00 

69.00 

25.00 

25.00 

25.00 

90.00 

80.00 80.00 

150.50 

150.50 

I50..50 

334.50 

324.50 

324.50 

Sub-total: Traded 
value 

69 00 

69.00 

69.00 

25.00 

25.00 

25.00 

90.00 

80.00 80.00 

150.50 

150.50 

150.50 

334.50 

324.50 

324.50 

A GOI securities 
i) Converted 

340.05 

335.05 

280.05 

198.90 

176.90 

138.90 

491.50 

507.50 323.50 

192.25 

142.25 

142.25 

1222.70 

1161.70 

884.70 

ii) Regular 

65.45 

65.48 

65.48 

105.13 

95.13 

70.13 

7.75 

7.75 7.75 

13.58 

13.58 

13.58 

191.91 

181.94 

156.94 

iii) Zero coupon 

35.00 

45.07 

35.00 

25.00 

25.00 

25.00 

- 

- 

33.00 

33.00 

33.00 

93.00 

103.07 

93.00 

iv) Repo 

- 


- 


" - 



- 

25.00 

25.00 

25.00 

25.00 

25.00 

25.00 

B State govts slocks 

0.04 

2.04 

0.04 

- 

- 

- 

0.08 

2.08 0.08 

- 

- 

- 

0.12 

4.12 

0.12 

Sub-total: Traded 
value 

440.54 

447.64 

380..57 

329.03 

297.03 

234.03 

499.33 

517.33 331.33 

263.83 

213.83 

213.83 1532.73 

1475.83 

1159.76 

3 PSU bonds 
i) Tax free 

30.62 

33.82 

30.62 

22.61 

23.21 

22.61 

11.34 

11.59 10.19 

18.13 

18.73 

18.03 

82.70 

87.35 

81.45 

ii) Taxable 

12.09 

17.09 

12.09 

29.59 

64.59 

29.09 

27.10 

63.60 27.10 

28.28 

31.03 

28.03 

97.08 

176.31 

96.31 

Sub-total: Traded 
value 

42.71 

50.91 

42.71 

52.20 

87.80 

51.70 

38.44 

75.19 37.29 

46.41 

49.76 

46.06 

179.76 

263.66 

177.76 

4 Commercial papers 

10.00 

10.00 

10.00 

- 

- 


2.00 

- 

7.00 

2.00 

2.00 

19.00 

12.00 

12.00 

S Oebentures-pn^IB 

7.90 

7.90 

7.90 


- 

- 

- 


- 

- 


7.90 

7.90 

7.90 

Grand total (votume) 

570.15 

585.45 

510.18 

406JZ3 

409.83 

310.73 

629.77 

672.52 448.62 

467.74 

416.09 

412.39 2073.89 

2083.89 1681.92 


(-) No trading ID; OMNI Bonds IB: Insbtutional Bonds 
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Tabu: Sbcondarv Monev fkiii^W&ixnatK RBrs SGL Data ' 

fAmount in tvpta. crort) 


Descriptions 

Week Ending July I99S: Yield to Maturity on Actual Trading 

Total for the Month 


28 21 14 7 

of July 1995 


Amt YTM CY Amt YTM CY Amt YTM CY Amt 

YTM CY Amt YTM CY 


I Treasuiy Bills 
A.91-Day Bills 


i)Jul29,1995 

3.00 

14.46 

. 

. 

. 


. 

, 

2.00 

13.96 


5.00 

14.26 


ii) Aug 05. 1995 

. 

- 

- 

- 

- 

- 

- 

- 

16.00 

14.81 


16.00 

14.81 

- 

Sub-total (volume) 
B.364-Day Bills 

3.00 

14.46 

• 


- 

- 

* 

- 

18.00 

14.71 

- 

21.00 

14.68 

- 

i) Aug 04, 1995 

17.08 

10.06 


42.00 

12.99 

- 27.00 

13.71 

- 

10.00 

13.94 


96.08 

12.77 

- 

ii) Aug 18,1995 

42.9 

12.19 

- 

137.55 

13.27 

-248.97 

13,55 

- 

65.89 

13 94 

- 

495.31 

13.40 

- 

iiOSeptOl, 1995 

176 78 

12.46 

- 

140.98 

12.80 

-343.05 

13.77 

- 

387.65 

13.91 

- 

1048.46 

13.47 

- 

iv) Nov 10.1995 

0.60 

11.80 

- 

- 

- 

- 

- 

- 

- 

- 

. 

0.60 

11.80 

- 

v)Dec 18,1995 

- 

* 

- 

1.00 

12.86 

- 

- 

- 

- 

. 

- 

1.00 

12.86 

. 

Sub-total (volume)* 237.36 

2.GOI Dat^ Securities 

A. Converted (Per Cent: Year) 

12.24 


.321.53 

13 02 

-619.02 

13.68 


463.54 

13.92 


1641.45 

13.41 


i) 12.00,1995 

153.15 

9 74 

11.95 

82.00 

11.02 

11,98 167.67 

11.61 

II 99 

120.00 

12 83 

12.03 

522.82 

11.25 

11.99 

ii) 12.75. 1996 

168.21 

12.45 

12.75 

157.25 

12.80 

12,76255.98 

13.08 

12.79 

49.98 

13.30 

12.81 

631.42 

12.86 

12.77 

iii) 12.00, 1999 

239 00 

13.73 

12.62 

30.00 

13.88 

12.68 16.00 

13 74 

12.63 

- 

. 

. 

285,00 

13.75 

12.63 

IV) 13.25.2000 

- 

- 

- 

- 

- 

- 

- 

- 

2.37 

13.51 

14.13 

2.37 

13.51 

14.13 

V) 11.75.2001 

- 


- 

- 

- 

- 1.00 

13.79 

12.81 

1.00 

13.77 

12.81 

2.00 

13.78 

12,81 

Vi) 12.50.2004 

55.50 

14.01 

13.51 

31.65 

14.01 

13,51 40.50 

14.02 

13.51 

23.45 

13.91 

13.36 

151 10 

14.00 

13.49 

Sub-total (volume) 615.86 

B. Regular (Per Cent: Year) 

12,42 

12 57 

300.90 

12 55 

12 62481.15 

12.67 

12-57 

196.80 

1309 

12.42 

1594 71 

12.60 

12.56 

i) 8.25. 1995 

39.01 

10.00 

8 28 

32.80 

10.71 

8.29 



49.80 

11,97 

8.32 

121.61 

11 00 

8.30 

II) 10.75, 1996 

49 63 

13.18 

11.05 

10.50 

13.38 

1108 12.50 

13.47 

11 10 

- 

. 

- 

72 63 

13 26 

11.06 

III) 12.00, 1997 

300 

14.03 

12.41 

- 

- 

- 

- 

- 



- 

3.00 

14.03 

12.41 

IV) 13.25, 1997 

- 

- 

- 

1 00 

13.25 

13 25 


- 

- 

- 

- 

1.00 

13.25 

13.25 

V) 10.75, 2000 

20 00 

14.19 

12.20 

- 

. 

- 1.38 

13.94 

12.10 

- 

- 

- 

21.38 

14.17 

12.19 

vi) 11.55,2002 

0 65 

13.46 

12 66 

- 

- 

- 2.98 

13.63 

12 76 

2.00 

13.37 

12.61 

5.63 

13.52 

12,70 

VII) 13.80, 2002 

5.00 

13.80 

13.80 

10.00 

13 80 

13.80 1,00 

13.78 

13 79 

- 

• 


16.00 

13,80 

13.80 

viii) 11.30.2004 

15.00 

14 15 

13 22 

- 


. 


. 

10.00 

14.18 

13.25 

25.00 

14.16 

13.23 

ix) 13 75,2005 

6 00 

13.86 

13.84 

5.00 

13.89 

13 86 

- 

- 

0.02 

13.37 

13.48 

11.02 

13.87 

13.85 

X) 14.00. 2005 

- 

- 


10.00 

14.04 

15.16 0.10 

13 82 

13.87 

8.54 

13.95 

1396 

18.64 

14.00 

14.60 

xi) 14.00. 2005 (11) 

3 82 

13.90 

13.93 

2.04 

13.91 

13.94 5.50 

13.92 

13.94 

2.00 

13 91 

13 94 

13.36 

13.91 

13.94 

xii) 11.50,2008 

- 

- 

- 

- 

- 

- 12.25 

12.91 

12.60 

- 

- 

- 

12.25 

12.91 

12.60 

Sub-total (volume) 

142 11 

12 64 

11.01 

71,34 

12.35 

11 06 35.71 

13.38 

12.31 

72 36 

12.60 

9.94 

321.52 

12.65 

10.92 

(A+B)* 757.97 

C Zeio coupon (Per Cent- Year) 

1246 

12.28 

372.24 

12 51 

12 32 516.86 

12 72 

12.55 

269.16 

12.96 

11.75 

1916.23 

12.61 

12.28 

(1)0.00. 1999 

D. RBI’s Open Market 

99.25 

14.12 

11.05 

* 

• 

- 50.00 

14.33 

11.19 

20.00 

14,50 

11.26 

169.25 

14.23 

11.12 

Operations 

13.50 

13.93 

13.95 

30.93 

13.93 

13 95 6.23 

13 93 

13 95 

0 25 

13 73 

13.76 

.50.91 

13 93 

13.95 

(A+B+C+D) 

3. REPO 

870.72 

12.67 

12.16 

403.17 

12 62 

12 44 573 09 

12.87 

12.44 

289.41 

13 06 

11 71 2136.39 

12.77 

12.23 

(i)91-DayTBill 

• 

- 

- 

- 

- 


- 

- 

- 

- 

- 

• 

- 

- 

(ii) 364-Day T Bill 108.00 

(iii) CJovt Securities (Per (2cnt: Year) 

- 

• 

* 

-125.00 

■ 


8.00 


' 

241.00 


■ 

12.00 1995 

. 

- 

- 

70.00 

- 

- 80.00 

. 

- 

280.00 

- 

- 

430.00 

- 

- 

12.75 1996 

595.00 

- 

- 

270.00 

- 

- 470.00 

- 

- 

584.00 

- 

- 

1919.00 

- 

- 

13.25 1997 

- 

- 

- 

100.00 

- 

- 

- 

- 

- 

- 

- 

100.00 

- 

- 

12.00 1999 

13.00 

- 

- 

52 00 


- 40.00 

- 

- 

93.00 

- 

- 

198.00 

- 

- 

12.50 2004 

50.00 

. 

- 

675.00 

- 

■129 00 

- 

- 

150.00 

- 

- 

1004.00 

- 

- 

Zero coupon 2000 

70.00 

- 


- 

- 

- 

- 

- 

- 

- 

- 

70.00 

- 

- 

Sub-lotal(volume) 

836.00 

- 

- 1167.00 

- 

-844,00 

- 

- 

1115.00 

- 

- 

3962.00 

- 

- 

4. State Govt Securities 
Grand total( volume) 

0.60 

1947.68 

13.38 

13.41 0.20 

1891.90 

13.97 

13.97 1.98 

2038.09 

13.08 

12.75 

1885.95 



2.78 

7763,62 

13.21 

12.98 


(-) means no trading YTM = Yield to maturity in percentage per annum CY = Cunent yield in per cent per annum * Yield rales of these sub-groups 
of TBS and dated securities have been used for the graphs. 

Notes: I) Yields are weighted yields, weighted by the amounu of each transaction. 2) Current yield has not been worked out for treasury bills. 


placed a ceiling of rupees one crorq. STCI 
cited resources constraint as a reason for this 
restriction. According to STCI, unlimited 
purchases could also result in dumping of 
unwanted, low-yielding securities from the 
market with the STCI. 

Given the early stages of institutional 
development in the d^t market in India, 
the cautious approach of STCI is 
understandable. However, being the fir^ 
primaiy dealer to become dpoational before 
the official announcement on the list of 


primary dealers bythe RBI. STCl'soperations 
in this respect have great significance. 

NSE Operations 

The total traded vdume in the wholesale 
debt market at the National Stock Exchange 
(NSE) crossed Rs 10,5(X) crore mark in its 
Erst year of operation ended June 30. Debt 
market operations at the NSE started with 
224 securities. The list of securities now has 
425scri{B. As against 19ineinbers atthebegm- 
ning of NSE, it now has 375 active members. 


Interestingly, the NSE has entered the 
second year of its operations with an 
improvement in its trading volume, from 
Rs 1,203 crore in June to Rs 1,682 crore in 
July. Reflecting stable conditions in the 
money market and the debt market having 
obtained some transparency, the buy and sell 
orders on the NSE are getting generally 
evened (see Table 5). 

[Statistical computations for this paper woe 
undertaken by V P Prasanth.] 
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POLICY WATCH 


The Enron agreement was only one of eight so-called fast track ’ 
agreements with multinational companies on terms, essentially dictated 
by the union ministry of power, which are ruinous for the concerned 
state governments and for power consumers. However, the danger of 
focusing only on these specific projects is that attention may be diverted 
from the more, fundamental task of framing a new policy for the power 
sector. What are the dimensions of the crisis facing the power sector 
and how can it be resolved? Conjusion on these basic issues has led to 
many reactions to the Enron fiasco which are erroneous and 
nusleading. 


Life after Enron 

Jayati Ghosh 
Abhyit Sen 
C P Chandrasekhar 


THE extcnsi ve public discussion i n the wake 
of the cancellation of the Enron-led Dabhol 
power project by the Maharashtra 
government is certainly welcome. What is 
perhaps most noticeable about this 
discussion, which is basically about whether 
the project should have been cancelled or 
renegotiated, is that there are now fewer 
takers for the argument that the outlook on 
the power situation is so bleak in the near 
future that pnvate foreign investment in the 
power sector should be sought immediately, 
whatever the costs. The most amusing part 
of the Enron fall-out is that those who were 
till now the most ardent supporters of the 
central government’s ‘fast track’ approach 
to the power sector have suddenly been 
converted into advocates of more protracted 
negotiation. And, in the process, it is also 
illuminating to watch multinational 
companies with similar projects in the 
pipeline respond rapidly to the 'new' 
environment. Thus. GE struck the first blow 
by revealing that it could bid much lower 
than Enron for the Dabhol project, thereby 
breaking an implicit cartel that leading 
companies had developed with respect to 
negotiations with government; and ail the 
companies involved in the ‘fast-track’ 
projects have responded by lowering project 
costs and estimated tariffs. Cogentrix has 
already knocked Rs 200 crore off from the 
cost of its Mangalore project, and may well 
bring down the cost further with a little more 
pressure. Similar tendencies are under way 
in Andhra Pradesh and Orissa, where 
multinational companies are suddenly 
provingtobe remarkably flexible in adjusting 
estimated costs downwards and in meeting 
other demands they had earlier rejected. So 
other state governments must indeed be 
grateAil to the Maharashtra government for 


this positive externality of the scrapping of 
the Enron deal, as well as shamed by this 
reflection on' their poor bargaining skills. 

The critics who argue that the Maharashtra 
government should have renegotiated with 
Enron, rather than cancel the project outright, 
are certainly correct in pointing out that the 
decision to cancel the contract was driven 
mainly by political considerations. The BJP- 
Shiv Sena alliance had stolen the issue from 
the Left in a blatant pre-election attempt to 
gamer more broad-based support. Wi th 1 i 1 1 le 
expertise on economic or technical aspects 
of the matter, the alliance borrowed 
arguments from the Left and from 
independent bodies such as the National 
WorkingGroup on Power, and then managed 
to mix this into the anti-corruption cocktail 
with which it had successfully campaigned 
against Sharad Pawar. However, when it 
came to making the actual decision to cancel, 
there was much heart-burning in the saffron 
combine. This was in part because the Pawar 
administration had made things difficult by 
legally binding the Maharashtra government 
to the deal in Us last days in office, but 
mainly because the BJP is still led by those 
who are averse to being seen as unfriendly 
to foreign investment. Enron’s reaction to 
the BJP-Shiv Sena victory was therefore a 
predictable one. With the aid of certain 
ministers from foreign countries, it raised 
the bogey that cancellation would put foreign 
investors off, but, simultaneously, it offered 
to renegotiate the contract. On a more 
legalistic plane, it formally demanded $ 100 
million as compensation for cancellation, 
and then proceeded to speed up both the pace 
of investment and work at the project-site, 
knowing full well that this would enable it 
to demand more compensation. Thus, Enron 
gambled on the BJP leadership's desire for 


a pro-MNC image, while taking legal steps 
to guard its flank if the gamble failed. But 
this was a bluff waiting to be called. Having 
announced its compensation claim, Enron 
had opened up the possibility that the 
Maharashtra government could cancel the 
project while accepting arbitration within 
the terms of the contract, and so be immune 
to any accusation of violating contractual 
obligations. On assuming office, the new 
government was therefore faced with a simple 
economic question; was cancellatiqp of the 
project worth the $ 100 million, or Rs 300 
crore, which was the most that Enron could 
have demanded in any arbitration provided 
for in the contract? As is by now evident, 
just the gains from the offer of all the other 
companies to renegotiate woufll have 
economically justified such immediate 
cancellation with compen.sation. 

But, in fact, the final decision, by its very 
nature, could not be anything but political. 
Not only were there differences of 
perceptions within the BJP-Sena combine 
about the economic merits of foreign 
investment in the power sector, but the 
combine, never strong on economic 
arguments, had pegged this issue essentially 
as part of its wider campaign against 
corruption of the Congress. As it stands, the 
decision represents a victory for those within 
the saffron parties who argued that the 
political mileage that the issue had brought 
would evaporate if the deal was not cancelled. 
But the pulls and pressures within these 
parties resulted in the decision to be delayed 
so much that Enron could push up its 
compensation demand from Rs 300 crore to 
about Rs 1,000 crore. Reportedly, the 
Maharashtra government has decided, 
against the advice of the bureaucracy, to 
neither renegotiate the contract nor accept 
arbitration on this higher compensation 
demand. And the resulting fall-out of the 
delay, that either a larger compensation will 
have to be paid or there is danger of being 
seen as defaulter of contractual obligations, 
is the crux of the argument advanced by 
those who are today in favour of renegotiating 
the contract. 

Given the ambivalence in the saffron 
community, the contract may yet be 
renegotiated if political considerations abate 
after the next general elections. But, whatever 
happens eventually, it has to be noted that 
the cancellation has so far had positive effects 
even beyond the willingness of all the 
concerned MNCs to renegotifte theirexisting 
positions. Probably the most important of 
these is that a signal has been sent to the 
multi nationals that Indian dcmocracy,despite 
all its weaknesses, will not allow them to 
strike deds with goytHtunenU, especially 
iame-duckgovemrnents, which are less than 
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tnmipuviK. iniwurenflifunvKMtai} aretiKeiy 
to av6id the sort of secrecy that Enron 
imposed (or tolerated) in its negotiations 
with the Pawar administration, and if this 
results in these corporations demanding 
improved transparency in agreements to 
come, the gain will be immense both in 
terms of political probity and simple 
economics. 

Missing me Point 

Those arguingfor renegotiation ratherthan 
cancellation are thus missing the point 
entirely: cancellation was a necessary 
bargaining move to gain credibility for any 
renegotiation after the abject behaviour of 
the centra] and state governments in then 
previous negotiations These critics may wel I 
be correct in that there is now a difficult 
dilemma, involvingcithcrhighcoinpcnsation 
or loss of investor confidence in the ability 
of governments to honour coniracts. But. 
again, they are missing the point. As argued 
above, neither ol these would have luisen 
had the Sangh ‘parivar’ really been clear 
about the issue and cancelled the project 
immediately upon taking office. The real 
problem is not that the project has been 
cancelled but that prcvaricalions within the 
panvar prevented immediate cancellation. 

Moreover,supporteisof renegotiation Willi 
Enron tend to play down the costs of the 
original contract, and indeed ol the entire 
fast track’ policy ol the government of 
India, when, after conceding that the .scrapped 
contract was bad economics, they argue that 
a better contract still be struck. In this context, 
it IS worth noting that these critics of 
cancellation do not in the main disagree with 
the MundeCommittee’s observations on the 
many costs and adverse economic 
implications of the deal. These observations, 
almost all ol which had been made earlier 
by others, such as the National Working 
Group on Power, and to which the committee 
has given its official imprimatur, include 

(1) the high return on equity investment to 
the investor, with a floor of 16 per cent 
in dollar terms; 

(2) an effective internal rate of return of 
more than 30 per cent given the 
guaranteed offtake of 85-90 per cent at 
the expense of other cheaper sources of 
power that the State Electricity Board 
could have accessed; 

(3) a government of India guarantee of 
payments at this rate in case the 
Maharashtra State Electricity Board was 
unable to pay; 

(4) an incentive to inflate capital costs in 
relation to similar projects abroad and 
those potentially available indigenously, 
stemming from these guarantees, by 
including in this cost non-plant and 
equipment items such a.s ‘upfront fees* 
and ‘technical ctmsultancy fees’,etc, as 
well as high ntm-tendered provision of 



- generation equipment from the equity 
partners in the project. General Electric 
and Bechtel, 

(5) high lecurring costs and high and 
escalating tdrifls on the power to be 
supplied, since ihc expenses chargeable 
during the life ol the project provide 
increases lor inflation as well as (oi 
c.scalation ol oiher components ol cost 
such as management fee, testing fee, 
commisMoning tee, insurance charges, 
etc, 

(6) unfavourable I main, mg terms, since rales 
of interest <m dcln ate fixed uniil the 
closure ol the piojcci, even though 
typically debts on such loans can be 
renegotiated a.s the I isk lalls wiihthelile 
ol the piojei I and 

(7) substantial loicign exchange costs ovci 
the medium and icun, in terms o( laigc 
net outflows alicT the imti.il relatively 
short period ol , apital inllr'w to the 
extent that ihc (.nniulaiivc outflow has 
bcencsiiinalcddn ihe National '''orking 
Gioup on Po.vcr) lo be aboul M) liines 
moi c than wonid i n t ur on an indigenous 
rviute loi tin s.mic power supply 

•And, It Is impoii.mi lo remember (h.il ihc 
Enron agicemcnl vv, is only one - in tael, the 
fust ol a nunibci ('! such 'fast track’ 
agiecmeiil,s wiili iniiliinalional power 
companies that li oc! rcnieccnily ncgoti.iied 
'by stale govciiiincnls as part ot ihc 
government of l.ndia ' new powei policy 
explicitly ha.scd vm ollciing concessions to 
foreign invesiois The package ol 
concessions suggcsicvl by the minisiiy ol 
[Hiwcr, which have cuided negoliatums in 
all ol these eight proiccts, includes a 16 pet 
cent rate of reliiin on equity at a pl.mt lo.ul 
factor ol 68 5 (ui icni, with d 1 pci cent 
more for cvciy pc!ccni,n;e point of PLl’over 
68.5 per cent. In .iddiiion, the concessions 
include the compiiiaiion of power tarills in 
forcignexchangc,gii.iiainccdottake(in terms 
of power demanded) higher than the c ui icni 
load demand, the loe of imported oils and 
gas as fuels instead of indigenous luels and 
depreciation ol i.,i('ii,il ,ii 8.24 per cent pei 
annum instead ol the earlier 3.5 pei cent 
What has become evulcm is that all of ibe 
agreements so far negotiated have been on 
terms which are relatively less favouiable 
for the .stale goveinnients and lor Indian 
consumers - so much so that the 
multiriationnls involved have shown gieat 
alacrity in olfering some small revisions in 
their agreemenls in then desire to avoid 
anything like the Enron fiatico. Clearly iheic 
is substantial .scope lot renncgotialing all of 
the other projects to ensure better terms and 
lower costs for the country 
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The danger, however, is tliat focusing 
only upon these specific projects with their 
costs and benefits, can ncttially obscure Ihc 


more fundait^nlid need fbr a new and 
trails lormcd policy towards the energy sector 
which will be better suited to the country’s 
needs. There is no doubt at all that the power 
sector in India today is in ci i.sis; the question 
IS whal the dimensions of this crisis arc and 
how It can he resolved. Confusion over this 
basic question has led to many reactions to 
the I'.mon issue which are erroneous and 
misleading 

rhus. even today it is argued in certain 
set lions ot (he press, as well as by some 
otlieials. ihai iorcigii private investment by 
inuiiinaiionalsistheonlyuptionforacountry 
lacmg a pviwcr situation that 1 $ woefully 
inadct|U.iie in tciins ol availability and 
consisicncy of supply, and is predominantly 
serviced by bankrupt public power utilities. 
This .iigumcnt is so widespread that it is 
ev en iniplit illy accepoted by some critics of 
the t'.iiion deal, such as the Shiv .Sena 
s]iokcsmaii vvlio is repoiicd to have said “we 
do not need power” And, most strikingly, 
in (Jrissa, where, like elsewhere, the new 
Congress governmciu has decided to 
rencgoliale the lb valley project, it has 
aecepted wilhiiiit much public discussion a 
milt h more tar-rcaehing and coinpichensive 
si raiegy lor Ihe power seeUii than the previous 
.idiiii.iistr.iiKin reached with external donors. 

IJndet this $2.6 billion plan for 
lestiiK'tming Oiissa's power .sector during 
1906-2001, generation, traiismis.slon and 
dislribiiiion aie lo be .separated and pul on 
ollei to ditlercm companies, with private 
lin.incial pailicipatiori lo the tune of $1.45 
billion. Accoiding lo reports, the plan 
envisages ihat existing projects with the 
Orissn Slate b.lectrieily Board would be 
handed ovei the Orissa Hydro Power 
t'oiporation lOHPC), the Orissa Power 
Geneiatnig Coinpany and Ihe National 
Thermal I’ower Corporation (which is to get 
'lalchei III lieu ol power the OSEB has not 
p.ndloi). while luturc thermal power projects 
would be lell to piivate (foreign) investment. 
In addilion. a company (GRIDCO) is to be 
set up 10 t.ikc over bulk procurement from 
pMv.iie gencratois for .supply to private 
distnbuiois l-inally OHPC and GRIDCO 
would be gradually privatcscd. 

rhe World Bank, which is the prime mover 
ol tins piogramme, secs such ‘reforms’ as 
inevitable given the deteriorating power 
situation, lack ol re.sources with the SEBs 
aiu) stale governments, the constraints on 
additiiinal funding from the Power Finance 
Corporation and limits to the counter- 
guarantees that the ccntie can provide. But 
the costs are also clear Despite the hikes 
in power taiiffs in the p.i,st three years, these 
am expected to use in Onssa ai a minimum 
by 15 per cent a year till 19*>8. as p.ut of 
a process aimed at taking taiiffi, to levels 
where they provide a return of 16 per cent 
of equity investments. It isaksocxpeetedthat 
rationalisation would lead to some loss of 
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employment in the OSEB, whm staff are 
tnmsferted to a new cadre. And, finally, 
while control over generation and distribution 
is to pass almost completely to the private 
sector by year 2001, regulation is to be 
scaled down and shifted out from the hands 
of the state to an ‘independent’ regulator, 
financed with acess on tlw private generating 
and distributing companies. In sum, any 
attempt to influence power sector growth 
taking into account objectives other than 
private profits is to be abjured. 

Indeed, such wholesale privatisation 
programmes, premised on the assumption of 
impending power shortages and of the 
insolvency of SEBs, are, if anything, likely 
to be put sooner on the agenda as a result 
of the Enrondebacle.Already,some erstwhile 
critics of Enron, for example Kirit Parikh, 
have taken the position that not only should 
the deal itself be renegotiated but also that 
transmission and distribution be privatised 
to ensure that future Power Purchase 
Agreements are drawn up on purely 
commercial terms and do not get enmeshed 
in political controversy. This is a seductive 
idea which is likely to be clutched at by the 
reformers now reeling from the political fall¬ 
out of the obvious flaws in their earlier ‘fast- 
track’ policy. But the basis of this argument, 
that massive investment is unavoidable and 
that SEBs are bankrupt and too inefficient, 
is not only a massive simplification, it is also 
based on a misunderstanding of the basis of 
the present predicament of the Indian power 
sector. 


Overestimation of Demand 

There are two aspects of the power problem 
that need to be sorted out very clearly before 
strategies can be effectively pursued. The 
first relates to the overall requirement of 
power in the country - the estimation of 
future demand. Here a case can effectively 
be made that the official government 
estimates are very much on the high side, 
and constitute an exaggeration of the power 
requirements and therefore also of the 
installed capacity required and the capital 
costs of such capacity. Thus, the official 
estimate is that the country needs a total of 
1,04,000 MW of power in the Eighth Plan 
period, and an additional 94,000 MW in the 
Ninth Plan. However, as the Working Group 
on Power has argued, these are gross over¬ 
estimates. As against a peak demand of 
64,000 MW expected by the government in 
I994-9S, the actual peak demand was only 
around S8,000MW; and, although theoITicial 
demand estimate for 1996-97 is74,000MW, 
this is unlikely to exceed 67,000 MW by the 
end of this Plan period. In tlM meantime, the 
actual installed capacity at the end of the 
Eighth Plan period will be at least 89,000 
MW even if no new private plants come on 
stream and public sector investment is 
restricted to ongoing projects. Shortages will 


certainly continue under the worst>case 
assumption that there it no improvement in 
the low current capacity utilisation rates, 
but, even then, the percentage shortfall in 
1996-97 will not be much higher than at 
present. And, with plausible assumptions 
about improved utilisation, the actual 
shortfall may be much lower with better 
management even if there is no further 
investment than the public sector projects 
already under way. indeed, one reason why 
there is no longer the same sense of crisis 
about the immediate future, and therefore 
renegotiation rather than ‘fast-track’ is the 
current buzz-word, is this recognition by 
most power experts that previous demand 


estirnatet were uiuiaiy 

Besides.this problem of overestimation of 
demand, there are further difficulties with 
the approach to energy use and its planning. 
The basis of the current policy is that demand 
for power is essentially autonomous of the 
power poKcy, and the role of policy is to 
ensure an adequate supply to meet that 
demand. The interactions between the form 
and manner of supply, and demand, are 
totally ignored. In addition, as A K N Reddy 
and others have pointed out, this approach 
is typical of a energy paradigm which is 
increasingly discredited around the world. 

Such criticism becomes even more weighty 
when one notes that not only is {here very 
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Httlie investment on reducing energy 
requirement by improving efficiency at ^ 
user end, but that all the demand-supply 
projections assume that generation has to be 
20 per cent higher than final consumption 
to compensate for inefficient transmission 
and losses in distribution, in fact, with current 
shortages less than transmission and 
distribution losses, it can be plausibly argued 
that this, rather than insufficiency of 
aggregate power generation, is the real 
problem today. Thus, a World Bank study 
of 1990 indicated that using existing tie lines 
and transferring electricity from surplus to 
deficit areas could have reduced shortages 
by half. Similarlys integrating the grid and 
better maintenance of existing capacity can 
bring down plant margins considerably, 
which would also reduce the need for creating 
additional capacity. Clearly, much greater 
attention than currently needs to be given 
to issues other than investment in generating 
capacity. And advocates of comprehensive 
privatisation may argue that their proposals 
do address this because it is precisely the 
inefficiency of the SEBs which is at the root 
of the problem. 

Findinc! toe Resources 

TTie other important constraint in the power 
sector today is no doubt the shortage of 
investible resources. The capital crunch , 
which prevents much-needed investments 
in additional electricity generation capacity 
has become the single most important 
vanable for both government and pnvate 
industry, and - thanks to the constant media 
attention - also dominates the, perceptions 
of ordinary citizens. Yet not only is this 
shortage typically exaggerated because of 
the inflated estimates of demand, but 
discussions of this problem usually neglect 
to mention the primary causes of this capital 
shortage. The domestic sources of investible 
funds for the power sector include the 
government, the State Electricity Boards 
(SEBs)and the domestic private sector, while 
foreign sources include multilateral financing 
institutions, transnational banks and direct 
foreign investors. For various reasons, only 
the last source is seen as relevant for India 
today, and domestic sources of finance are 
written off altogether. The inability to 
consider domestic sources of finance as 
feasible options springs from what is 
ultimately the real source of the powescrisis 
- the chronic financial difficulties of the 
SEBs. 

On the face of it, the SEBs are the obvious 
source of new investments in the power 
sector, and ideally they should be able to 
raise the money required for any new 
investments in generation capacity either 
from their own resources, from banks or 
from the government. Yet the various SEBs*. 
across the {country suffer tom continuing ’ 
losses and are in very dire financial straiu. 


so much so that their eOffibined toiaes total 
more than Rs 8,000 crore per annum. This 
amount is not only a massive drain on the 
public exchequer, but it is also routinely 
touted as glaring proof of the ‘inefficiency’ 
of these public sectorundertakings. However, 
it is manifestly unjust to accuse the SEBs 
of inefficiency when they are not allowed 
to run as autonomous businesses and their 
problems stem from causes that are essentially 
political in nature. 

The greatest portion of the losses of the 
SEBs is made up of two components: the 
underpricing (relative to cost) of power to 
final consumers, and the losses incurred in 
the transmission and distribution of power. 
Both of these amount to subsidies to 
consumers: the first explicit, and the second 
implicit because much of the ‘losses' in 
transmission come from unauthorised lines 
and users who are not prevented from 
accessing the power because of political 
reasons. There is no question that the pricing 
of power is a highly sensitive politick issue 
which also has significant implications for 
growth, and it is hard to think of any country 
or region where such pricing is left entirely 
to market forces. But the point is that the 
decision to keep electricity tariffs at a certain 
level - which is ostensibly made by the 
SEBs but is actually a political decision of 
governments - has direct implications for 
the profitability of the SEBs themselves, and 
certainly affects the possibility of internal 
resource mobilisation for future investment. 

Each of the eight ‘fast-track' power 
generations schemes with foreign investors 
that has come up under the aegis of the new 
power policy of the GOI would actually 
make matters worse for the SEB concerned. 
Each of them adds to the financial burden 
of the SEBs, by raising the cost per unit of 
electricity generated, by imposing plant load 
factor conditions which force the SEBs to 
buy the highest cost power even in non-peak 
periods, and in a variety of other ways that 
are embedded in the contracts. Thus these 
schemes would actually worsen the power 
crisis in the country in the medium term 
because they would exacerbate the root cause 
of the problem, which is the financial plight 
of the SEBs. They are therefore undesirable 
and ineffective as solutions to the problem 
quite apart from the other negative aspects 
of the contracts. 

Case por Subsidy 

But if that is so, then what would solve 
the problem of ensuring safe, reliable and 
adequate power supply in the country as a 
whole? Once again, the answer must come 
from a changed perception of the role and 
functions of the SEBs since, as we have seen, 
they are at the heart of the prcAIem. Clearly, 
the present situation is unsust8inid)le no 
matter what type of economic regime is 


envisaged. The ffiBs must be made either 
commerdally viable or fiscally viable. The 
first option requires that the SEBs function 
like any other independent commercial 
enterprises, and are allowed h> charge powa 
tariffs as determined by cost This would 
entail removal of explicit and implicit 
subsidies, and rbsuit in massive increases in 
the priceof power to all consumers. However, 
there are problems with this option, quite 
independentof the obvious political difficulty 
of implementation. No developing country 
can really afford to allow such market 
determination of power tariffs because of the 
very large growth and welfare implications 
of such a strategy. The fact that such subsidies 
on power routinely benefit the richer groups 
(who arc the greater consumers of electricity) 
more than the poor should not be allow^ 
to detract tom the role of power supply in 
the industrialisation and development 
process. In fact, differential pricing for 
different types of consumers (agricultural, 
industrial, etc) is a standard means of 
simultaneously promoting growth and 
distributional goals in all economies. And 
therefore the provisioning and pricing of 
electricity has to be part of broader social 
goals which caa,ultimately, only be 
politically determined. 

The second option - that of ensuring flscal 
viability - requires accepting that a certain 
level of subsidy to electricity consumen is 
either socially desirable or politically 
necessary. This hard-headed acceptance in 
turn implies that matching funds for this 
subsidy have to be found in current revenues 
of the government, through mote tax receipts 
orsome other meafns. Hie associated ‘losses’ 
of SEBs would then have to be viewed not 
as indicators of inefficient functioning, but 
as the result of politico-economic decisions 
about access to electricity as a service. Of 
course, this need not vitiate the continuing 
search for cheaper and better sources of 
power generation or the need for greater 
conservation and more rationalised 
distribution which would minimise 
transmission losses. However, it would 
ensure that investment requirements of the 
SEBs would be met as part of the 
government’s duty in providing basic 
infrastructural services, and resources for 
such investment would have to be raised as 
routinely and automatically as the money for 
defence spending appears to be found. It 
seems that the GOI has already implicitly 
accepted this principle when it agrees to 
provide guarantees to foreign investors for 
theirexpansion of power generation capacity. 
Yet the more logical course would be for 
the government to actually provide such 
guarantees and safeguards to the SEBs and 
then allow them to negotiate for the cheapest 
source of investible funds, rather than 
continuously berate them for their poor 
financial perfomiance. 
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Enron: The Drama Continues 

P Purkayastha 

The Enron fiasco has brought out the pitfalls in the current path of 
power development in the country. The high rate of return, the incentive 
to inflate project costs and use of imported fuels are all common to 
most of the power projects being considered with private investment. If 
the current policies are not viable, what should be the core of the 
alternative ones? And what should be the regulatory regime that needs 
to be put in place? 


THE Dabhol project of Enron now stands 
repudiated with the acceptance of the Munde 
Commitee Report by the Maharashtra 
government. The people of Maharashtra 
deserve all credit for this, as it was their 
continued struggle that kept up the pressure 
on this ruinous project. The significant 
difference between the Dabhol case and the 
other seven ‘fast track’ projects is that the 
people of Maharashtra put up a resistance. 
Unfortunately, other states have shown little 
response to the burdens being imposed on 
them through Power Purchase Agreements 
(PPAs) that are equally one-sided. 

The 26th report of the Standing Committee 
of Parliament on Energy and the Munde 
Committee Report both have substantiated 
what the critics have held all along - the cost 
of the project is too high and the delivered 
cost of power would impose heavy losses 
on the Maharashtra Electricity Board. With 
the guaranteed 90 per cent withdrawal from 
Enron's Dabhol plant, MSEB would have 
to back down its own cheaper generation. 
Further, the tariff being dominated in dollars 
and the import of diesel/LNG exposed the 
Indian economy to heavy outflows. 

The award of the Dabhol contract as well 
as its cancellation both raise a number of 
questions that are important for transacting 
Eiture business as a nation. The award of 
the Dabhol project to Enron was in pursuance 
of a policy that was fundamentally flawed. 
Clearly, a policy as important as power 
cannot be decid^ by a few bureaucrats in 
the Department of Power who lack an 
elementary knowledge of the sector. Not 
surprisingly, such policy exercises descend 
to meresycophancy. A bad policy is difficult 
to implement - this the current fiasco of the 
fast track projects has shown. This should 
be a salutary lesson for all concerned, both 
policy-makers with their own agenda and 
hungry multinationals, willing to wheel and 
deal their way into sweetheart deals. 

The cancellation of the project by the 
Maharashtra government also raises 
important questions. The BJP-Shiv Sena 
alliance had made a campaign promise to 


cancel Dabhol and their leaders had clearly 
indicated in private the importance ot 
fulfilling this pledge, if they were to make 
anything out of their anti-corruption 
campaign plank for 1996. Presumably, they 
had been well briefed on the Dabhol project, 
otherwise their campaign promise must be 
considered irresponsible. 

The Munde Committee Report and chief 
minister Manobar Joshi’s statement in the 
assembly do not appear to contain any new 
material. It does seem that the grounds on 
which the Maharashtra government took its 
decision were all in the public domain, once 
the Dabhol PPA had become public. 

With all this, it is strange then that the 
Maharashtra government allowed Enron to 
continue its construction activities and 
thereby boost its compensation claims. A 
much simpler course would have been to 
declare a moratorium on construction during 
the period of review. Enron initially had 
claimed that they had spent only $ 100 
millton when the new Maharashtra govern¬ 
ment took over and began its review. Enron 
has spent this entire period of review in 
bringing in its equity early and awarding 
contracts to a large number of contractors 
with an eye to filing large cancellation cl aims. 
This game plan was facilitated by the 
extension of the review period as they got 
more time to pad their termination claims. 
The claim now stands at $ 300 million, an 
increase of $ 200 million, entirely due to the 
additional time granted to Enron. A 
moratorium on construction would have 
capped the termination claims within the 
$ 100 million Enron had stated that it had 
spent till then. 

The cancellation of the contract has 
undoubtedly won BJP the political high 
ground in its battle for the 1996 Lok Sabha. 
And the cancellation under clause 17.2 still 
allows the state government to teach a 
negotiated settlement with Einnn in about 
six months’ time when the Lok Sabha 
elections are oVer, That way, BJP can have 
its cake and cat it too. The Dabhol [xroject 
could stay in suspended animation, while 


the Lok Sabha elections are fought on the 
basis of its cancellation. No wonder the 
Maharashtra government has now gone on 
record that while the first stage of Dabhol 
has been repudiated and the second stage 
cancelled, MSEB has not been instructed to 
cancel the Power Purchase Agreement. 
Obviously, there is more to it than meets the 
eye on Vaffaire Enron. 

Perhaps this explains BJP’s strategy of 
allowing Enron to go ahead with construction 
while reviewing the project.. Tlje large 
compensation claim would justify a 
negotiated settlement later while delaying 
the review brought it closer to the Lok Sabha 
elections thus maximising the impact of the 
cancellation. That BJP is not looking at the 
policy issues in volved is clear from its attitude 
to other fast track projects. While the Left 
and JD (minus Deva Gowda) have asked 
for a review of all the fast track projects, 
BJP has raised only the issue of Cogentrix. 
They arc silent on the Gujarat Torrent project, 
also one of the fast track areas and currently 
under attack. GE, one of the manufacturers, 
has already complained that even though 
their bid was Rs 4<X) crore less than that of 
Siemens for the EPC contract, this has not 
been accepted thereby artificially inflating 
the cost of the project. Obviously, the Dabhol 
project cancellation had more to do with 
immediate electoral arithmetic. The Dabhol 
case had become a major issue in the Konkan 
area and had been exposed by a number of 
reputed experts including three former 
chairmen of the Central Electricity Authonty. 
The BJP was thus able to seize a readymade 
issue and use it to its advantage. Its Swadeshi 
credentials can be truly tested only when it 
responds to other such issues that have not 
yet become public campaigns. Otherwise, 
the Dabhol case is but another gimmick in 
BJP’s cynical manipulation of public opinion. 

The Enron fiasco, whatever be the final 
fate of the project, has shown that an ill 
conceived policy is difficult to implement, 
particularly if the people are conscious. The 
National Working Group on Power 
consisting of various experts including three 
former chairmen of the Central Electricity 
Authority had been critical of the government 
of India’s power policies. N K P Salve, the 
union minister for power, and the manda¬ 
rins in the power ministry contemptuously 
dismissed ^1 earlier criticism of the policy 
as being “ideologically motivated”. Reacting 
to the criticism. Salve even categorised the 
critics publicly as those ^o are “dead in 
the power sector”. Unfortunately for Salve, 
the voice of the ’dead’ (voved more powerful. 
And that spelt doom for the policy. 

The repercussion of Salve’s failuK to 
provide a viable policy for expanding the 
power sector is that the Indian povver 
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next decade. The Eif^ Plan had envisaged 
at least 5,000-10,000 MW of private power. 
We will be lucky if we see even a tenth of 
this materialise. The Ninth Plan scenario is 
even more bleak. No advance action for the 
Ninth Plan is being taken as the power 
ministry expected the private sector to take 
on the mantle for expanding the power sector. 
With private Investments in power in alogjam 
following Enron, the prospects of large- 
scale private investments in the Ninth Plan 
may not materialise. Meanwhile, the State 
Electricity Boards are continuing to lose 
heavily, their annual losses running at about 
R$ 8,000 crore currently. 

The Eighth Plan power programme was 
supposedly for adding 33,000 MW. The 
slow pace of the prognunme makes it unlikely 
that we will add even 16.000 MW. While 
this will still mean an installed capacity of 
86,000-89,000 MW at the end of the Plan, 
this will fall far short of requirements if the 
system performance does not improve. 

The power ministry's vision has been the 
simplistic one that the installed capacity has 
to expand in proportion to meet the future 
peak demand. As the government has no 
resources and the power sector cannot 
generate adequate internal resources, what 
A K N Reddy, one of our leading energy 
planners, terms as the “mendicant’s 
approach” - go begging all over the world 
for private investments - was adopted. And 
if the response is not forthcoming, offer 
more and more concessions. 

The Anal package of concessions was 


i^iinai^oapr^witROiefKSbestMaiy 

coit of Rs 3.5 criSfd petr ttW. 

If the current policies are not viable, what 
should be the core of the alternative ones? 
And what should be the regulatory regime 
that needs to be followed? On die supply 
side, the major thrust should be for 
renovations and modernisation of the exist¬ 
ing capacity. DV Kapoor,aformer chairman 
of NTPC, has suggested that with an 
expenditure of less than a crore per MW, 
7,000 to 10,000 MW can be generated 
additionally from existing power stations. 
Strengthening inter-state tie lines for 
transferring power from surplus to deficit 
areas can provide another 8,000 to 10,000 
MW. If some of these measures are taken, 
the existing peak to installed capacity ratio 
will change from the pathetic 60-62 per cent 
it now is to about 70-75 per cent. Even then, 
these Tigures are lower than the global 
averages. It makes little sense to plough 
huge resources into adding to generation if 
full potential of the existing capacity is not 
first made use of. 

This will still leave a gap between the 
future demand and the install^ capacity that 
will have to be bridged by new investments. 
The new investments can be either through 
the state or the private sources or a 
combination of both. However, unlike any 
otherindustry, the electricity supply industry 
has two important characteristics. The 
withdrawal of power must match the supply 
at all instants of time as electrical energy 


caniKM be nirpu 
of dectricity Is • moiiopoly as the 
distribution lines cannot be duplicated. 
Therefore, any induction of private 
investments must take i^ace within a strong 
regulatory framework so as to ensure grid 
discipline and a fair deal to the consumer. 
Unfortunately, there is no evidence that the 
government is even thinking about an 
appropriate regulatory regime. Even the 
meagre powers of the Central Electricity 
Authority are being whittled down with the 
World Bank reportedly recommending that 
it close shop. 

This brings out the significant omission 
in the current debate. If the Electricity Boards 
and the powers that be decide to have 
sweetheart deals with private power 
generators by agreeing to high cost power, 
there is no agency to protect the consumers’ 
interest. A high cost power regime benefits 
the private investors who are putting up the 
plants, the equipment manufacturers who 
can gold plate their equipment and those in 
power who decide the cost that the Electricity 
Boards will pay for the electricity produced. 
The only losers are the consumers, who have 
to buy power at whatever cost the Boards 
decide. Therefore any scheme of large-scale 
private generation must be preceded by the 
setting up of a strong regulatory stmcture. 
UK set up the regulatory structure before 
restructuring and privatisation of its electric 
supply industry. Here, instead of a com¬ 
petitive regime, we have the continuation of 


such that the internal rate of return on equity, 
the basic investment parameter in business, 
was in the range of 30-32 per cent. This may 
be contrasted with the staid 11-14 per cent 
that these companies can earn on their 
home beat. No wonder, the chairman of 
British Gas said at the company’s annual 
general meeting that British Gas had to go 
to unregulated markets to earn bigger 
margins—echoes of ‘If you want to make 
your fortune, go east, young man’ from an 
earlier era. 

It is true that the Enron case had some 
deviations from the two-part tariff 
formulations of the current policy. However, 
the high rate of return, incentive to Inflate 
project costs and use of imported fuels are 
all common to most of the projects being 
considered with private investments^ The 
Cogentrix case in Karnataka has already 
been brought to public notice. In the case 
of the Visakhapatnam project of the Hindqjas 
and Enron’s Dabhol project, the 
Parliamentary Standing Committee on 
Energy (26th Report) found that there was 
clear evidence of cost padding. In the case 
of the Neyveli ‘Z«o’ Unit, the Standings 
Committeemicovetedthatthewholeproject 
passed into ^vate hands in a mete four 


BOOKS THAT MATTER* 


SATELLITE INVASION OF INDIA 

S.C.BHATT 

The first book of its kind on a hotly debated issue of much 
public interest, It traces the growth of TV in India and the 
rise of cable operators who nave also brought satellite TV 
to Indian homes. The book explodes a few myths and puts 
all aspects of the question in perspective. 

1994 296 pp 23 cm Rs.350 

THE PRESS IN INDIA: A New History 
G.N.S. RAGHAVAN 

A ground-breaking study by a veteran newsman establish¬ 
ing Rammohun Roy rather than James Hiciw as rightful 
claimant for the title of Father of the Indian Press and role of 
the revolutionaries who. like several other nationalist lead¬ 
ers, double as journalists. 

1995 256 pp 23cmillu$ Rs.325 
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the licencfr-perndl raj with the inclutioii 
now of foreijgn power investors in the 
scheme of things. 

The Enron fiasco has brought out the 
pitfalls in the current path of power 
development in the country. It is time that 
we take quick remedial measures before the 
power situation gets completely out of hand. 
The need is for a package of reforms that 
restore health to the State Electricity Boards 
and work out means for the least cost 
expansion of the power sector. India will do 


V M Dandekar 

A Valdyuwthan 
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well to icam from the Miith Koiwtih 
experience. The South Koreans have 
expanded the sute sector for providing basic 
infrastructure like power and telecom while 
looking to the market for other areas. Instead 
of working out our distinctive path of 
development appropriate to our stage of 
development, the government is substituting 
slogans for policy. Unless this is reversed 
and htud thinking goes into working out 
concrete alternatives, the future of the power 
sector looks bleak. 


against TetttKtirm»M tenancy na I ,, 

on landholdings. Theeflfecdveuseef modem 
technology, he felt, required certain minimum 
size of holdings and the need was. to set a 
floor on holding-size rather than a ceiling. 
On poverty and unemployment, his joint 
monograph with Nilkant Rath titled Poverty 
in India has justly been hailed as a pioneering 
work. While the definition of the poverty 
line and estimates of poverty incidence had 
been written about and discussed by several 
scholars in the late 1960s and early 1970s, 
the Dandekar-Rath monograph was by far 
the most thorough discussion of the potential 
and the problems of public works strategies 
to increase employment and incomes of the. 
rural poor. But he had been thinking about 
this problem much earlier; he published a 
monograph on the use of food surpluses in 
development as far back as 1956 and wrote 


a couple of papers on rural employment in 

A good bit ofVM Dandekar's writings, being aimed at provoking the early 1960s. 

wider public debate on politically charged issues, tended to be He wrote extensively on various aspects 

polemical. But this reflected the activist side of him - his view that agriculture including rejjional variations 

knowledge was not merely a matter of scholarship but was nieant to be an^trcitirproWcm.'S 

used to educate and clarify issues to the public at large to facilitate ,he last-mentioned subject he stirred up an 

better informed debate and decision-making. To this end he was willing intense controversy: characteristically, he 

to devote much time and effort to participate in official committees, started a vigorous cam(5aign in public for 

non-official forums and the media. legalisation of cow slaughter at the height 

of a political agitation seeking its ban! He 


was impatient with, and dismissive of, tho.se 


VINAYAK MAHADEO DANDEKAR, Institute to undertake a national hou.sehold who focused on the economic and cultural 


distinguished economist and respected 
public figure, passed away in Pune after 
a brief illness on July 31. Bom in 1920, he 
belonged to the generation which grew up 
at the height of the independence movement. 
Its ideals and ethos left an indelible imprint 
on his personal, professional and public life. 
His personal lifestyle was simple. He wore 
khadi most of the time, but in a natural 
unpretentious way. 

As a professional economist he was 
throughout preoccupied with the basic 
problems of Indian society, namely, poverty, 
unemployment and inequality. While 
insisting on and maintaining high academic 
standards, he actively participated in, and 
often stirred, debates on a variety of important 
and practical policy issues in professional 
journals, in the mi^ia and public forums. 

After taking a Master's degree in statistics 
ftom the Indian Statistical Institute, Dandekar 
joined the Gokhale Institute in 1945 and 
worked there till his retirement in 1980. He 
was director of the Institute for lOyears. His 
earliest writings dealt with problems of 
national income estimation in economies 
where non-market activities played an 
important role. Around that time (the late 
1940s) the report of the National Income 
Committee had stimulated considerable 
interest in the potential use of household 
sample surveys to fill in mqjor data-gaps, 
especially on the household economy. This 
led PC Mahalanobis at the Indian Statistical 


sample survey. Dandekar organised a similar 
survey in the Gokhale Institute using 
significantly different concepts, design and 
methods. He wrote two monographs 
discussing the methodology and the results 
of what came to be known as the Poona 
schedules. The relative merits of the two 
approaches were the subject of intense 
controversy between the two groups. But 
unfortunately the full potential for learning 
from the experience of these surveys through 
open, scholarly debate was not exploited. In 
the event, the government of India decided 
to entrust the responsibility for organising 
and conducting national sample surveys on 
a continuing basis to the ISI. In 1970, after 
NSSO was constituted into an autonomous 
organisation under the aegis of the 
government, Dandekar was made its 
chairman. He held this position for 10 years 
and made several innovative changes 
including the publication of Sarvekshana 
for disseminating the data more widely. 

Land reforms, poverty and unemployment 
and agriculture were other themes on which 
Dandekar worked and wrote throughout the 
last four decades. Following a definitive 
study of the worki ng of the Bombay Tenancy 
Act in 1957, he wrote several papers dealing 
with the wider Indian experience with land 
reforms and about the cole of land reforms 
in agricultural ^velcqifflent. His views on 
the uibject changed rh^alty over the years 
andinrecent years he was arguing vigorously 


rationale for Indian attitudes to cattle. He 
saw excessive numbers as the main reason 
for low productivity and advocated 
legali.sation of cow slaughter as the remedy. 

A good bit of Dandekar’s writings - on 
subjects like cattle, agriculture pricing, role 
of trade unions, irrigation - being aimed at 
provoking wider public debate on politically- 
charged issues, tended to be polemical, 
perhaps to a morc-than-neces.sary degree. 
But it reflects the activist side of Dandekar; 
his view that knowledge is not merely a 
matter of scholarship but is meant to be used 
to educate and clarify issues to the public 
at large to facilitate better informed debate 
and decision-making on important issues. 
To this end he was willing to devote much 
time and effort to participate in official 
comnultees, non-government forums and 
the media. 

He was member of several official com¬ 
mittees and chaired some of them, notable 
among them being those concerned with 
agricultural taxation, tax measures to promote 
employment, review of implementation of 
land reform laws, review of LIC and regional 
imbalances in Maharashtra. He made it a 
point to interact with politiqjans and public 
figures from the national down to the local 
level. He used to travel extensively in 
Maharashtra discussing and lecturing about 
live, and often controversial, local and 
national issues to MLAs, MPs, zilla parishad 
members and co-' peratives. 
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IndiBn Itutitute of Politick Ibononiy. In its 
early days, while located at Lonavla, the 
Institute was the venue of several meetings, 
seminars and training camps for local leaden. 
Subsequently Dand^ar started editinganew 
journal, Journal of the Indian School of 
Political Economy, its distinctive features 
being that it entertained relatively long, well 
researched papen on various aspects of the 
Indian economy, providing historical reviews 
of the evolution of policy in select areas and 
publishing texts of important documents 
and conunittee reports. He devoted a great 
deal of time and meticulous effort in securing, 
reviewing and editing articles for the journal. 
The venture has been a resounding success 
and ranks among his important achievements. 

He was always outspoken, sharp and never 
shy of controversy. Concerned about 
maintaining high academic standards, his 
interventions in seminars and professional 
journals were particularly critical and 
provocative. His forceful and often 
aggressive style of disputation was unusual 
in the Indian academic tradition, and may 
not have been to everyone's liking. Some 
young scholars still struggling to find their 
feet may have fell overawed. But there was 
no malice in him. He could take punches as 
hard as he gave and was willing to concede 
points after heated argument. His 
interventions invariably helped sharpen the 
issues under debate. And he was always 
listened to with respect. 

Dandekar's stature among Indian 
economists is evident from the fact that he 
was elects to preside over the annual 
conference of practically all the national 


associations of economists — a distinction 
which few others have achieved. In I98S he 
was elected president of the Indian Society 
of Agricultural Economists (to succeed M 
L Dantwala) and held that office for a decade. 
His dedication and the widespread respect 
and trust he commanded in the profession 
enabled him to ensure smooth functioning 
of the society and maintaining high 
professional standards. 

His passing also means a personal loss to 
his numerous friends. I met him in the early 
1960s when he used to visit Yojana Bhavan 
regularly and join the lunch 'addas' in the 
ISI. His dignified, sage-like appearance, 
proud bearing and^intense, luminous and 
mischievouseyesmadeastrongand indeHbie 
impression from the beginning. Initially his 
reputation as a scholar and critic made for 
a sense of awe and caution in relating to him. 
But over the years as we worked together, 
disagreed and argued (sometimes 
vehemently) about diverse subjects, our 
friendship developed and grew. And with 
it my fondness and respect for him. 1, and 
his other friends, will miss his warmth, 
hospitality and eitjoyabie companionship. 
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SITUATION VACANT 


RESEARCH ASSOCIATE 

PAY Ra. 5,000 par month eonaolldatad. 

Duration of Employmont: Ono Year on purely temporary boala. 

QUALIFICATIONS: 

At least a Bachelors Degree In Social Science from a Recognised Unh/erstty 
with minimum of two years experience In the field work and data analysis through 
computer. Previous experience In the area of Socio-Economic Studies and knowledge 
of computer programtning In dBASE/Foxbase, Is essential. 

STENOGRAPHER-CUM-COMPUTER OPERATOR 
PAY Rs. 3000/- par month consolidated. 

Duration of Employment: (^ne Year on purely temporary basis. 

QUALIFICATIONS; 

Bachelors degree In any discipline from a recognised University with orte year 
experience as Stenographer (English). The candidate must be well versed with 
computer operation and knowledge of at least one Word Processing Package Is 
essential. 

Applications on plain papers giving full details of qualification and experience may 
be sent to the underslg^ as to reach us by 5th September 1995. 

Professor Brij Pal Singh 
Oiordinator Village, Study Unit 
LBSNAA, Mussoorte - 248179. 


INVITATION TO AUTHORS AND EDITORS 


We are pleased to announce the establishment of the “Spell Bound 
Publications Pvt. Ltd,” at Rohtak - a city situated in the National Capital 
Region of India - about 50 miles from New Delhi. 

The Spell Bound Publications has a target to emerge as one of the 
world's premiere social science publishers. The reference programme 
we are launching this year wilt provide a major service to the whole social 
science community. This is reflected in the launching of the publications 
primarily in the following areas: 


Business Economics 
Business Management 
Commerce 
Development Studies 
Economics 
Education 


Environment 
Gender Studies 
Geography 
History 
Law 

Philosophy 


Politics 
Psychology 
Public Administration 
Rural Development 
Sociology 


Ranging from student texts to monographs, our publications would 
combine specialist knowledge & expert opinion in areas of study which 
increasingly demand the world’s attention. Throughout our ultimate aim 
would be to publish exciting & Innovative workforthe students, researchers 
& practitioners. 

Aufliors/Editors are invited to write to us. 

Spell Bound Publications Pvt Ltd. 

Post Box - 91 
Rohtak-124 001 (INDIA) 





FACULTY APPOINTMEN rs 



I Entrepreneurship Development InstiUitB of 

This national resource Institute, known internationally and engaged in entrepreneurehip 
development through education, research, training and consulting, offers faculty positions in: 

(i) Entrepreneurial Environment; (ii) Business Strategy: (iii) Finance; (iv) International Business; 
(v) Marketing; (vi) Technology Selection and Transfer; (vii) Behavioural Sciences; (viii) 
Entrepreneurship training; (ix) Woman Entrepreneurship and (x) Micro-Enterprise Development. 

Qualifications : Post-Graduate degree/diploma in relevant field with consistently good 
academic record; backed by experience in academic institutions, industry, business, financial 
institutions, NGOs or consulting firms. Ph. D. for senior positions preferred. 

EDI offers stimulating working environment, attractive financial package and excellent growth 
prospects. 

Please send detailed bio-data indicating areas of specialisation, interest and current and 
expected position and emoluments to the Sr. Manager (P. & A.), Entrepreneurship 
Development Institute of India, Ahmedabad, RO. Chandkheda 382 424, Gujarat within 
15 days. Fax : (079) 7864367, Telex : 6224 EDII IN. Nominations are welcome. 
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DEVELOPMENT 

V V Bhatt 


itic (Icvclopincni process; presents y y 

an ittiejrraled .mount of iliffcrent 

htiaiuial systems in a historical and comparative framework; and suggests both the 
desirable and the likely pattern of evolution of the financial system in different 
developing connirtes. 
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EXPENDITURE 
DECISION MAKING ;; 

Ih> injian Experience 

Anuradha Basu ounomes of expenditure 

decisions, ifiis study analyses 
the cffei tiveiiess and rationale, it any, of the 
administrative procedures and rules used to arrive 
at these outcomes. 
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fhis is the first study of public expenditure 
decision making in India that makes use of 
the notion of procedural rationality. Instead 
of merely looking at and criticising the 
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Mark Selden 


That American and Japanese leaders and the dominant media in both 
nations proffer to emphasise the heroism of^ their acts and the suffering 
and the humanity of their own people under wartime conditions is 
hardly surprising or unique. Yet this unwillingness to accept 
responsibility for crimes against humanity, committed in the search for 
victory casts a long shadow over contemporary international relations 
and the prospects for a just peace. 


THEcommemorationof the 50th anniversary 
of the end of the second world war and the 
dawn of the nuclear era in the US and Japan 
makes clear that neither the leaders nor pubiic 
opinion in these nations have yet to come 
to terms’with the great moral-political issues 
posed by the conflict In both nations, 
impressive bodies of scholarship have 
reinterpreted the war and the making of the 
postwar world. Their assessments of the 
human costs and crimes of war, the political 
and moral equations of victim and aggrcssoi, 
the relationship between the end of the war 
and the subsequent structuring of global 
power relations in the nuclear era. and the 
responsibility for life and death that rests on 
the highest leaders of both nations, have 
nevertheless had little discernible influence 
on official statements and policy. Nor have 
they gained a.scendancy in public opinion. 
That leaders and the dominant media in both 
nations prefer to emphasise the heroism of 
their acts and the suffering and the humanity 
of theirown people under wartime conditions 
is hardly surprising or unique. Yet this 
unwillingness to accept responsibility fur 
crimes against humanity committed in the 
search for victory ca.sts a long shadow over 
contemporary international relations and the 
prospects for a just peace. The recent aborti ve 
efforts by prime minister Maruyama Tomiichi 
to gain support in the ruling coalition for a 
meaningful official apology for Japanese 
crimes against Asian peoples during the era 
of colonial mle and aggressive war speaks 
volumes about the continued refusal of the 
Japanese nation to come to terms with its 
past. It is a failure made all the more glaring 
in contrast with German actions to make 
amends in word and reparations to the victims 
of Nazi atrocities. This leaves officially 
unresol ved Japanese responsibility for a range 
of issues including crimes against thousands 
of military forced prostitutes (so-called 
Comfort Women) from Korea, Taiwan, 
China, the Netherlands and other nations, the 
Rape of Nanking, the conduct of vivisection 
experiments in perfecting chemical and 
biological weapons, and the use of such 
weapons in China, and more generally the 
slaughter of millions of Asians in the course.. 
of Japan’s colonial war$ in the first half ofi 
ce^ty./niin offlei^ positkm ihay 


numerous citizens, including peace activists 
and historians, tocritically asse.ss the historical 
record and prevent the recurrence of war and 
particularly crimes of war. 

Japan’s legal position on the issues of war, 
peace and reparations is secure. Outstanding 
Japanese obligations toward Japan’s Asian 
colonies and invaded nations were settled by 
treaties that provided for reparations or aid, 
or which specified that Japan would make 
no claims on assets that belonged to the 
Japanese state, Japanese enterprises or 
investors. It is rather in the moral realm, m 
the refusal of the Japanese state to accept 
responsibility for its wartime behaviour, that 
the ghosts of war continue to haunt Japanc.se 
and Asian peoples. 

The battle over the atomic bomb exhibit 
at the Smithsonian institution’s National Air 
and Space Museum, which raged in the 
American media and reverberated in 
American politics for nearly two years, ended 
in July 1995 in the victory (a pyrrhic victory, 
however, as the following discussion 
suggests) of the Air Force Association, the 
American Legion and the new nght. Those 
who sought a reasoned and humane 
reassessment of the sensitive issues 
surrounding the decision to drop the bombs 
on Hiroshima and Nagasaki and the global 
context surrounging the end of second world 
war were silenced and their patriotism 
impugned. In the end. the exhibit was gutted, 
leaving the 60-loot fuselage of the B-29 
Superfortress Enola Gay that dropped the 
first atomic bomb on Hiroshima, killing an 
estimated 2,00.000 men, women and children 
as t^ sole display. Planned exhibits that 
werelo have pre.senied informed discussion 
of the decision to launch a nuclear attack, 
the choices and the human costs of altemati ve 
options, the relationship between the bomb 
and postwar US-Soviet confrontation and 
other critical issues were the objects of a 
media campaign of vilification in which 
truth and humanity were the main casualties. 
Discarded too was the plan to portray the 
human face of the world’s only nuclear attack 
through photographs and exhibits 
highlighting the trials and tribulations of its 
victims. 

"The primary goal of this exhibition,” a 
summer 1993 planning (jocui^t asserted. 
*Vi]J be to encourage visitors to undertake 


a thoitghtfhtitiiKi^&iiJ^ed re-examination of 
these events in the ii^t of political and 
military factors leadfng to the decision to 
drop the bomb, Jhe human suffering 
experienced by the people of Hiroshima and 
Nagasaki and the long-term implications... 
in the light of the most recent scholarship.” 
Within months, however, the 1,80,000- 
member Air Force Association had taken the 
lead in attacking the conception. The 
subsequent battle, fought out in the media 
and the Congress, highlighted the continued 
sensitivity of the issues half a century after 
Hiroshima, the power of military lobbies to 
frame the terms of the public debate, and the 
inability of .scholars to make their voices 
heard once emotional issues are publicly 
framed in terms of patriotism versus an attack 
by ‘revisionist’ scholars on American 
heroes Indeed, a pivotal assertion of the Air 
Force Assixriation and Us supporters was that 
only tho.se who fought had a claim to history, 
and that historians presenting new or supc- 
nor documentation were suspect. Typical of 
media handling of the issue.s was the 
presentation ot the personal experience of 
US velcrans like Graytord Payne, a 74-year- 
old survivor of the Bataan death march plus 
“three years, five months and 20 days” of 
starvation and slave labour in live Japanese 
prison camps, which was juxtaposed against 
the critical scholarship ot historians, in an 
influential Washington Post story by Ken 
Ringle, Payne recalled a June 1945 note 
“posted in our camp” at Hanawa in northern 
Japan. “It was signed by Premier Hideki 
Tojo. And It said, ‘The moment the first 
American soldier .sets fool on the Japane.se 
mainland, all prisoners of war will be shot.’ 
And they meant it. I had not been a prisoner 
for 15 minutes before they bayoneted a 15- , 
year old Filipino kid right next to me - a 
kid so innocent he scr.iped together this little 
dirt dam with his last bit of energy so he 
would not bleed on my unforni while he 
died.” Informed of the exhibit's intentions 
to “address the significance, necessity and 
moral ity of the atomic bombings of Hiroshima 
and Nagasaki.” Payne responded, “what is 
he saying? That the thousands of Japanese 
killed by those bombs were .somehow worth 
more than the thousands of American 
prisoners in Japan? After all we’d been 
through? What about the womenand children 
I saw bayoneted and buried alive., by the 
Japanese in the Philippines? What about the 
hundreds of thousands of Chinese hacked to 
pieces in the Rape of Nanking?” Payne’s 
perspective would come to be echoed in 
editorials and articles in the press. The Wall 
Street Journal for example commented that 
it “is the clear impression given by the 
Smithsonian that the American mu.scum 
whose business it is to tell the nation’s story 
is now in the hands of academics unable to 
view American history as anything other 
than a woeful catalogue of crimes and 
aggressions against the helpless peoples of 
the earth ” In their attempt to examine the 
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loialily ol the wartime experience, tneluding 
therccordofJapaijescatriK'iiics.tlichistoriaii'. 
would he pilloiied in the press as iiaitors. 
Ttic leslinionv ol Pasne and other soldicis 
and PC)VVs on all sides is ol course ol gieat 
importance to anyone A^ho would coiislruci 
the historical iccord. r.c)iially cleaily, il is one 
among many voices on all sides ol Iheconllicl 
winch musj be heard and assessed trom 
soldiers at the lioni to the highest levels of 
miliiaiy and executive power Yet the Air 
t'oiLC Association and the I -S press time and 
again piescnted die accounts ol liS veteians 
as the unchallengeable authority on the wai, 
setting It oil against the ludgments <d 
prolessional historians 

Two hiiel sentences m the Inst ol li\e 
dialts planning the exhibit became the 
lallviug CI V ol All Force Association and 
other media and political ciilics, a mtinira 
that would be upped out of context and 
repealed to devast.iling eflecl in lileially 
liuiidieds ol piess lepoils. ■ For most 
Ameiictins, ii w.is a warol vengeance. F'oi 
mo-.! Japanese, it w.is a wai to delend then 
uuii|nc culiuie .igainst wesiein 
imperialism." F'oi W<i\liiitf;ii>n P<ni reportei 
Eugene Meyer, this was the essence ol the 
decision of exhibil planners to choose 
"pt'litical corieciness ovei historical 
accuracy" In an article that ignited the 
coniioveisy nationally, Meyer quoted the 
charges ol'ciitics that “I he exhibit as planned 
will portray the Japanese laigely as 
sulfeiing, even noble vKiinis and the 
Americans as lacist and ruthless lighters 
hell-bent on revenge lor Pearl Flarbotir " 
The drall text did nothing ofihe kind The 
quoted passage in fat t lollowcd immediately 
on a discussion ol Jtipan's I‘Ml occupation 
ol Manchiiiia and 15-ycar war 
"Japanese expansionism was maiked by 
naked aggression and extieme biutaliiy 
The slaughter of tens ol thousands ol 
Chinese in Nanking m I9J7 .shocked the 
world Atrocities by Japanese troops 
included brutal misirealmcnl of civilians, 
forced labourers and prisoneis of war. and 
biological experiments on human victims. 

"In December IWI, Japan attacked I'.S 
bases 111 Petirl Harbotii, Hawaii, and launched 
other surprise'assaults against allied ten dories 
in the Pacitic. riius began a wider conflict 
marked by extreme bitterness. For most 
Americans, this wai wa,s fundamentally dit- 
lereni than Ihc one waged against Cferinany 
and Italy ~ it was .1 war of venge.iiice f'oi 
most Japanese, 11 was ,i war to dclciid their 
unicjueculture.tgamsi western imperialism " 
The pieccdmg passage might be taulted for 
Us failure lodiscuss the context of the decade 
long llS-Japan conflict that constituted the 
backgiound to Pearl Harbour But in the 
media lynching of the exhibit and iis 
01 gaiiiscrs,thcdeiiunciaiioiiofJapan',s brutal 
tiggressioii was ignored and the vengetmee 
passage was twisted into an alleged 
lusiifieation loi Japanese aggression and an 
attack on IhS motives 


The killing of the exhibit meant the loss' 
of an opportunity for public debate on the 
ceniial moral and political issues posed by 
ibe II.S decision to drop nuclear bombs on 
Hiroshima and Nagasaki, on the end ol the 
war and the start ol postwar global loiinicls 
Recent Ameiican scholarshipon these issues, 
while fur Iroin acliieviiig consensus on the 
critical issues, has rec.ixt the discussion in 
truitf'il ways, 

* by loci;' "g on the human vuiims ol the 
b(lint's and not merely on hegcinome goals, 

'■ by e.xploiing tlic logic and limits of 
analogies between atomic holocaust and 
Na/i holocaust. 

* by rel.umg llie logic of nuclcai bombing 
to llic iirecedmg mas.sivecivili.iii bombing 
III die Furopean and Japanese lliealres; 

* by clan lying the mullipleopi ions,ivail.ihle 
to the Truman admmi.stralioii loi ending 
the war 111 the summer of l‘>4‘', and llieir 
associated costs m terms ol Aiiiei ican and 
Japanese casualties, 

* by iiivesiig.iting the signilicancc of llic 
bomb not only .is the liiial .id ol second 
woild wai hut as the opening ;icl ol ilie 
licgemorm sliuggics ol the postwar era, 

* and by exploiing anew the consequences 
of DS insistence on the uiii onditional 
surrendei option prior to August 9 and 
Its subsequent abuiulonnieiK onee Ihc 
bombs had destroyed Hiroshima and 
Nagasaki 

The decision tocanceltheoiiginal exhibit, 

,1 nianileslation of the deep insecurilv 
accompanying the deeliiie ol Ameiiean 
power, thus marks a lost opporlumlv to 
loeoiisidci the nature of the war and peace 
111 the iiuc'lc.ir age. 

The slicll of an exhibit that is now on 
display has been restricted to the fuselage 
of tlie Eiiola Gay, a plaque, and a video 
While short on word and analysis, the biicl 
accompanying printed explanations 
constitute a paean to many of the supcrpati lol 
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niythsthat have long coloury^hcrbicaccouhts' 
of the war while ignoring not only its tragic 
dimensions, but also its anti-fascist, anti- 
eolonial, and internationalist aspects. The 
spare accompanying text instead cavalierly 
minimises the cleslruclion of Ihc nuclear 
bombing ol Hiroshima and Nagasaki by 
speaking of ‘'many lens of thousands of 
deaths" rather than the several hundred 
thousand deaths from nuclear bombing. It 
claims that "the use ot the bombs led to the 
immediate sunender of Japan and made 
unnecessary the planned invasion of the 
Japanese home islands" with no reference to 
other ciitical factors in Japan's surrender 
such as the .Soviet declaratn.n 01 war and the 
DS decision to ease Ihc unconditional 
surrender piovision after August*) It strongly 
implies that leaflets were dropped on 
Hiroshima warning civilians to evacuate, 
when no such icallets were dropped on cither 
Hiroshima or Nagasaki. And in an 
accompanying video. Enola Gay pilot Paul 
Tibbets pisiilies the nuclear bombing of 
Hiioshinia as "dclinilelyamililary objective" 
wiili no reference to the civilian population 
and an attack plan that sought the maximum 
destruction ol human Jile 
As Kai Bird and Mariiii Sheivvin sum up 
iheii evaluation ol tlie exiiibil for the 
Historians' roinmittce lor Open Debate on 
Hiroshima. "The lew words in the cxhihii 
that attempt to provide some liisiurical con¬ 
text for viewing the Enola Gay amount to 
a tiighiv unbalanced and one sided presen 
lation ol a largely discredited postwar 
jusiification of ilie atomic bombings" Yet 
the malaise about the use ot the bomb 
voiced as early as I94.‘i by Generals 
Eisenhower and Leahy as well as by many 
patiiotic citizens w'lll continue to surface 
icgaidless of attempts to suppress it. 

Truth and morality have been the principal 
victims in the cen.sorship of the .Smithsonian 
exhibition. 
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PERSPECTIVES 


Nation-Slate in the Era of ^Globalisation’ 


Prabhat Patnaik 

The current phase of capitalism is marked by the rise to dominance of 
financial or rentier interests and the fluidity of finance across national 
borders. This has undermined the 'control area ’ of nation-states and 
made all agendas of state intetyention appear vacuous. This economic 
milieu, however, has had the effect of producing greater unity in the 
advanced capitalist world, hut, as a dialectical counterpart of this, 
greater disunity in the third world with growing tendencies towards 
separatism, divi.siveness and disintegration. Are we now doomed to this 
fate for ever or can we overcome it? 


I 

THE development of nationalism in the 
third world countries, as is well known, 
followed a very difterent trajectory Ironi 
that in the advanced capitalist countries. In 
the latter it was a part of the process of the 
emergence of the bourgeois order in 
opposition to feudalism, while in the former 
It was a part of the anti-colonial struggle, 
The impact of colonialism, though itdiffered 
across countries, had on the whole been in 
the direction of transcending localism and 
unifying supra-local economic structures 
through the introduction of market relations. 
The struggle against colonialism, consequ¬ 
ently, tiKik the form of a national struggle 
in each instance in which people belonging 
to different tribes or linguistic communities 
participated. And the colonial powers in 
each instance attempted to break this 
emerging national unity by splitting people 
along tribal, religious and other such lines. 

The modus operandi of this splitting was 
not just through political manipulation as 
happened tor instance m Angola, South 
Africa and a host of other countries; an 
important part of this modus operandi was 
through the nurturing of a historiography 
that just denied the existence of any 
overarching national consciousness. The 
national struggle, the national movement 
were given a tribal or religious character; 
they were portrayed as being no more than 
the movement of the dominant tribe or the 
dominant religious group for the achievement 
of narrow sectional ends. It was this kind 
of historiography which Thomas Hodgkin 
was attacking in his account of the emergence 
of nationalism in colonial Africa'. But the 
important point is this; colonialism, while, 
on the one hand, it objectively created the 
condition for the coming into being of a 
national consciousness at a supra^-tribal, ; 
supra-local supra^-religious level, on the 
otherhandsoughtdeUberatelytosubven this ' 


very consciousness by using the same forces 
which It had objectively undermined. 

Wc in India are much too iamihar with 
this dialectics for me to dwell upon it m any 
detail, if the development of a pan-Indiaii 
national consciousness concurrently with 
the provincial (oi local ‘nationality’) 
consciousness among the existing regional- 
linguistic groups’ was an objective 
contribution of colonialism, the fracturing 
of this national consciousne,ss thiough the 
"promotion of a icligious divide was equally 
a conlnbution of colonialism. This is not to 
say that the soil for ihis divide did not exist, 
but then as George Lukacs once remarked, 
even false consciousness must have an 
element of truth which docs not in any w.ay 
negate the fact of 1 is bet ng false consciousnc.ss 
(and hence capable ol manipulation). 

These national struggles brought into 
being a plethora of nation-states after 
decolonisation. The success of these nauond) 
stniggles however owed not a little to another 
phenomenon which was occurring at the 
same time, namely a deep disunity among 
the advanced capitalist countries, which were 
simultaneously the colonial powers, a 
disunity which Lenin had characterised as 
‘inter-imperialist rivalry’’. Inter-impenalist 
rivalry provided the space within which the 
anti-colonial national struggles couldemerge, 
develop and come to fruition. It not only 
prevented a coherent and co-ordinated 
response from the colonial powers acting in 
uni.son, but, by virtue of its eruption into 
wars among the major capitalist powers, 
weakened all of them for a considerable 
length of time, even while emboldening the 
national anti-colonial movements and 
widening their horizons. These movements 
which often began as the feeble protests of 
a group of lawyers and other professionals 
lor petitioning the colonial government for 
, slight amelioration in the conditions of the 
’'colonised, developed into mass upsurges as 
the perception developed that the days of 


rule by colonial powers who wcie busy 
tearing each other’s throats must be 
numbered. 

But that IS not all. Inter-imperialist tiv.iliy 
underlay the piofound and piotiactcd 
economic crisis of the capitalist order during 
the inter-warycars. The crisis was not caused 
by the fact of inlcr-inipcriafist rivalry 
Dilfereiit w liters have emphasised ddleicnt 
factors as being responsible lor the crisis, 
and perhaps each of these factors had a 
contributory role* But the fact remains that 
inler-impenalist rivalry played the role or 
accentualiiig the crisis Capitalism requires 
an international leading power which can 
impose a degree ol discipline among the 
capitalist countries This was the role played 
by Britain, though w'ithincieasingdiffn.ulty. 
in what Hobsbawm calls the "long Iffth 
century". i e. until the first world war. The 
emergence of iiitei-impeiialist rivalry not 
only undermined Biitain’s leadciship, but in 
fact made any le.idershqi impossible, and at 
the same time It alsopievented any collusive 
action by the major capitalist countries 
acting in unison on ihe economic Iront 
Capitalism consequently had no lesponse 
to the crisis engulfing it, what is more, the 
disunity among the leading capiialisi 
countiics which made each one of Ihein 
puisuc 'beggar-my-ncighbour' policies to 
get out of Ihe Depression made the crisis 
much worse 

These economic develcipmcnts had two 
very important implications loi die third 
world Fir.sl, by pushing vast masses of the 
peasantiy into debt and dcwiilution they 
contiibuted gicatly to .i widening of the 
sweep of the national movcmeiil. which in 
any ca.se was gatheiing moinentum taking 
advantage of the ‘space’ piovidedby the lact 
of inlcr-iinpenalist rivaliy Secondly, since 
they entailed n bicakdowii ol the international 
economy (exeniplilied tor instance by the 
drying upof capital exports and the lormation 
ol trade blocs in the, 19.1()s) the economic 
programme of the anti-colonial national 
movenicntgot lirmly committed to national 
economic development through planning, 
i e, eschewed any strategy of getting tied to 
the internaiional market forces To be suie, 
for countries which hadcxpcrieiiccd decades 
of colonial exploitation through miei aha 
the colonial powers’ uscol the market foices, 
a .severance of links with the world market 
dominated by these poweis would have 
seemed to be a natural ueeompaniineni of 
decoloni.sation. But the fact that this woild 
market itself was disiuptcd must have 
provided an additional powerful re.ison. The 
third world nation-state with its dirif;nie 
economic regime and its conunitmeni to 
planning {of whatever description) was thus 
a natural outgrowth from the veiy same 



context which favoured the growth of third 
world nationalism. 

The any dispassionate observer of the 
world scene Ihs period 1913-.^! must have 
appeared as the last gasp of capitalism, and 
it IS scarcely surprising that this perception 
constituted the cornerstone of the thcoiy 
ol the Leninist movement with its basic 
concept of the ‘general crisisofcapitalism’' 
and It IS this peritxl which witnes.scd the 
Bolshevik Revolutton, the beginning of the 
process of decolonisation, the Chinese 
Revolution and, of course, the tletachmenl 
of large parts ol Europe from the capitalist 
orbit in the wake of the triumphant march 
of the Red Army tir Berlin. 

For my purposes however I would like to 
derive a general conclusion from the 
experience of this period, schematic though 
this may seem at lirst .sight, namely. disunity 
III the first world promotes unity in the 
third world (unity in the sense of the 
strengthening ol supra-local, supra-tnbal, 
supra legional, and supru-icligious 
loyalties and commitments) I do not sec 
this link between disunity in the lirst world 
and unity in the third world as a mere 
happenstance: it is not as if the period we 
are talking about merely happened to 
witness a coincidence of disunity in the 
first world with unity in the ihird world. 

I believe there is a causal connection 
between the two which I have been trying 
to underscore. And this causal connection 
also operates in the reverse, namely, unity 
in the first world promotes disunity in the 
Ihird world, as indeed we have been 
witnessing in the more recent period Let 
me turn to this period now 

H 

The post-wai stabilisation and con¬ 
solidation of capitalism has been a truly 
amazing phenomenon. Capitalism did not 
just climb out of the abyss into which it 
appeared to have sunk in the inter-war period. 

It experienced in its metropolitan base the 
most pronounced boom ever experienced in 
Its history, 'fhe collapseof the extant socialist 
challenge to it is hardly surprising in the 
circumstances. How could a movement 
which was premised upon the concept of a 
‘general crisis of capitalism* cope 
theoretically with a reality where capitalism 
in Its home base was expencncing its most 
pronounced boom'.' The old challenge in 
other words simply could not be sustained. 
At first sight in fact it may appear intriguing 
that the battle in its old form, i c, based on 
the old theoretical perceptions, could be 
carried on for so long into the post-war 
penod. A part of the explanation lies in the 
fact that Leninism was, and remains to this 
date, the only practical theory of revolution, 
the only example, as Lukacs put it, ol a 
theory which is sti highly developed that it 
bursts into praxis'’. But a part of the 


explanation lies dsewhere, and diM is whtd 
concerns me here. 

Within the post-war boom there were 
different phases (.‘apitalism emerged from 
the war with once again an undi.sputed leader, 
the United .States. The international monetary 
system was re-established under the US 
leadeiship through the Bictton Woods 
agreement, which sanctified the dollar as 
being as gotnl as gold. While an ordered 
internation.' I mnnciary sy.stem, together with 
Keynesian demand nianagcnient in the 
advanced capitalist economics, provided the 
context ol the post-war boom, the uneven 
development engendered by this boom, as 
m.milested in the rapid growth of the 
shattered economies of Germany and Japan, 
progressively undermined US hegemony 
When the Bretton Woods system collapsed 
in 1*171, because the conflicts generated by 
this uneven development were accentuated 
greatly by the Vietnam war, it looked as if 
the capitalist world was once again moving 
into a phase ot intensified inter-imperialist 
rivalry. In short, the idea of a ‘geiieial crisis 
of capitalism’ unfolding itself along the 
lines of Lenin’s prognostications still 
appeared valid, notwithstanding the 
pronounced boom of the l‘)50s and the 
l‘)60s, even as late as the beginning of the 
1980s when the successive oil price hikes 
bothcohlirnied the proposition about ‘space’ 
becoming available during periods of inter- 
imperialist rivalry and prccipiuteda massive 
slump'. 

It IS only in the 1980s that a new kind of 
unity appeared among the capitalist powers. 
This was not the unity imposed by one 
leader, the discipitne brought about by a 
state of ‘supcr-imperiali.sm’; it was unity 
through agreement among the major powers. 
This IS not to say that there arc no major 
conflicts among these powers; there are. but 
pn a number of issues, especially issues 
relating to the third world, they stand together. 
And even on matters affecting thcni.selves, 
e g, on the agricultural policy of GATT, they 
strike compromises rather than pushing 
conflict loo far. And not surpnsingly, despite 
the collap.se of the Bretton Woods system, 
the international monetary system has 
continued to get along under the system of 
‘managed lloat’ of currencies. 

An associated development, together with 
this unity, has been a tremendous increase 
in the fluidity of finance across frontiers of 
countries. These two developments in my 
view arc related. Fluidity of finance 
overcomes all national boundaries, while 
disunity or rivalry among the capitalist 
powers entails rivalry among them along 
national lines. To say this is not to claim 
that nvalry among capitalist powers has 
disappeared or that conflicts among the 
national capitals of the metropolitan powers 
have, become non-existent; but since no 
capitalist power can cordon itself off in a 


includingby its own natfonaJs across itsown 
frontiers, this fact imposes limits upon the 
extent of conflict among them. Together 
with the emergence of the phenomenon of 
highly mobile international finance, the 
advanced capitalist countries have reached 
a new level, of unity. This unity does not 
preclude crises; in fact a hallmark of the 
current situation is the exceedingly high 
levels of unemployment prevailing in the 
advanced capitalist world, which in my view 
IS linked (for reasons we shall discuss later) 
to the emergence of highly mobile 
international finance. But this unity 
engendered by the internatiufiaiisation ol 
finance succeeds in breaking down the 
national rcclusiveness of the third world 
economics and forcing their integration into, 
global financial and commodity markets. 

It IS this integration which results in the 
disunity ol third world societies, u 
retrogression into regionalism, separatism 
and even seccssionism. Since such separatism 
requires for its sustenance an alternative 
identity, different from the. old national 
identity, it tends to be accompanied by 
religious or ethnic conllicts. In short, 1 wish 
to argue that phenomena which usually have 
been investigated entirely in cultural terms, 
or in terms relating to the ‘superstructure’ 
have economic roots as well. To examine 
these let us see what Integration into thc| 
global economy actually means. 

The justification usually advanced for| 
integration into the global economy is that 
produclivecapital has become internationally 
mobile at long last. As is well known, 
throughout the history of capitalism the 
mobility of produclivecapital has remained 
confined to the advanced capitalist 
countries alone" The phenomenon of, 
underdevelopment has arisen precisely 
becau.se of this; the underdeveloped 
countries saw the penetration ol 
metropolitan goods into their markets, 
precipitatingdeindustrialisation in iheirown 
economies, but, despite their low wages,| 
failed to attract productive capital from ti 
metropolis to become manufacturing centres] 
themselves. Had they done so, then thi 
gigantic unevenness or ‘dualism’ which 
find in the world economy, the split bctweei 
the advanced and backward economies, 
would have disappeared long ago. Thi 
however did not happen: productive capit: 
from the metropolis went to the temperan 
regions of white settlements, such as the US. 
Australia and Canada, but never came to t 
backward economies of the tropics. Am 
nowitls being said in dafenceofglobalisati 
that things are changing, that if only ( 
underdeveloped countne.^ sipen their doc 
and create the appropriate climate 
confidence, foreign capital would move ■ 
not just to capture their domestic owk 
(whichis of no boneflt to them) but to ioc 



its production Ifadtities on ^fr soil (owing 


to their low wages) for meeting global 
demand. It is on the basis of this promise 
(which if it materialised would indeed be 
conducive to their economic advance) that 
the underdeveloped countries are being asked 
to open up their economies, dismantle barriers 
to the free flow of capital into and out of 
their economies, and roll back the State as 
Tar as possible from the arena of production 
(since excessive state presence in the sphere 
of production is supposed to be inimical for 
a variety of reasons to the creation of busi ness 
confidence). 

As a matter of fact however what ha.s 
become genuinely mobile across countries 
IS not productive capital but short-term 
finance in the form of ‘hot money’ which 
moves around from country to country in 
search of quick profits, especially in the 
form of speculative gains. Now, this form 
of capital mobility does not induce any 
economic growth in the recipient country: 
the foreign creditors are not interested in 
undertaking any productive venture.s, no 
genuine entrepreneur would undertake any 
productive venture financed by short-term 
speculative funds (since the sudden 
withdrawal of such funds would leave him 
bankrupt), and the state in any case is not 
allowed to undertake much productive 
investment. As a result when ‘hot money' 
flows in, it cannot be u.sed for augmenting 
growth; and when it Hows out, the strain on 
the balance of payments in any ca.se prevents 
any giowth. Ot course if the ‘hot money‘ 
inflows has been u.sed for sti miilati ng i mport.s 
of consumption goods for the elite, then its 
flowing out IS accompanied by a drastic 
squee^e on the living standards of the poor 
(for generating the requisite surplus for 
financing the outflow), by sharp cutbacks 
in whatever productive investment was 
occurring and by the transfer of national 
assets to foreign creditors ‘for a song’. 
Mexico today provides a classic example of 
all this. 

Thus globalisation, which is ushered in on 
the promise of higher growth, produces no 
such thing. On the other hand the stagnation, 
the unemployment, the impoverishment 
which it produces, together with the 
consequent increase in crime and violence 
(which further snuffs out whatever prospects 
had remained of productive capital inflow), 
leads to a break-up of the nation for at least 
three reasons which 1 discuss seriatim.' 

First, there is the ‘secessionism of the 
rich’. If the growth prospects of the nation 
get tied to the degree of success in enticing 
direct foreign investment, then the richer 
regions feel that they would be better placed 
in this regard if they acted on their own, 
unencumbered by the burden of belonging 
to the same country as the poor, violent, 
crime-infested regions. It is noteworthy in 
this ctmtext that the three Baltic states, 


Lithuanftt.’Leivia and Estqnia. which were 
among the richest in the Soviet Union, were 
the first to secede from it. Likewise, it is 
Slovenia and Croatia, which were the richest 
of the Yugoslav republics, which were the 
first to secede from Yugoslavia. True, in all 
these cases there were very strong 
undercurrents of nationality consciousne.s$ 
in all these regions. But it can scarcely be 
denied that an important factor behind the 
surfacing of these undercurrents was the 
belief that more German investment would 
be forthcoming into thc.se regions if they 
were on their own than if they were parts 
of larger wholes. 

But the ‘secessionism of the rich’ is not 
confined to rich icgions alone. Within the 
bureaucracy, within the mtelligentsta, within 
the professionals, there is a division, a 
‘dualism’, created between those who can 
‘network’ successfully with the metropolis, 
and the others. The very stagnation of the 
economy, the very squeezeon the population 
means that those who can, attempt to 
‘network’ with the metropolis, and by doing 
so become materially better placed compared 
to their more ’unfortunate’ counterparts. In 
other words commitment to the nation is 
replaced and perhaps perforce replaced by 
a desire to ingratiate onescll' to the dominant 
views, perceptions, opinions andorthodoxics 
prevalent in the meiropulis. As a result, the 
ri'ch (or at any rate the affluent), even when 
they do not physically escape or ‘.secede’ 
from the country, clletiively undertake a 
mental ‘sece.ssion’. And since no country 
can function wiihinii an effective 
intelligent-sia. a cai-re ol bureaucrats, a group 
of teachers, scien; i as, etc, this ‘seces.sion of 
tlie mind’ has a totally debilitating ef tect on 
the country. If the nation does not break up. 
It continues to exist through the eourtesv of 
tile metropolis. 

Secondly, at the other end of the spectrum, 
i c, among the poor too, there is a tendency 
for phenomena like separatism, secessionism, 
and communalism, etc, to take root. 
Unemployment, deindustrialisation and 
impoverishment, though their impact tan he 
potentially radicalising, are more often 
conducive to the giowth of separatist, and 
even fascist, tendencies. The cause of the 
persisting misery of the local population is 
often located in the presence of ‘outsiders' 
in which case there emerges a separatist 
tendency. Sometimes a particular religious 
gfoup, or a particular linguistic community, 
which is alleged to be more prosperous than 
the others, is singledout as being responsible 
for the economic predicament of the rest of 
the population, and that provides the excuse 
for organising pogrom.s against it. What is 
common to all such movements is the fact 
of a complete absence of any credible 
(pconoroic programme. Their blueprint for a 
better society starts and .stops at organising 
attacks on ‘outsiders’ or on tntmbers of 


tiarticultf religioiiiSOTlingui^ccsnunumtidi. 
Even when the movement is openly 
secessionist, it is totally bereft of any 
conception ol how to organise an alternative 
economic order. Indeed it often does not see 
the need for any such alternative conception, 
st.'ice the economic order is not even 
considered responsible for the economic 
plight of the people; it is only the ‘outsiders’ 
from other regions or religious or linguistic 
groups who with their malevolent designs 
are supposed to be responsible for this 
economic plight. 

The third tendency which, notwithstanding 
superficial similanlies, is quite distinct from 
this second one, is the tendency towards the 
emergence ol religious fundamentalism. This 
has usually a populist, anli-consumerist and 
even an anti-impcrialist thrust which is 
completely lacking in communalism or 
regional chauvinism. Fundamentalism of the 
kind 1 am talking about does represent a 
conscious reaction to the fall-out of 
globalisatio’' .n the form of privileged 
islands, the consumerism of the elite, and 
Its subservience to the culture of the 
metropolis; but it represents a reactionary 
response Its social and cultural programme 
IS obscurantist, reactionary and invariably 
malc-chauvinist (this last being u trait it 
shares with the second tendency); its 
economic programme is so patently absurd 
that in those exceptional situations where 
the fundamentalist forces become politically 
iriiiinphani, tlusprogrammeliterally withers 
■iwav; ibc iniiiaiive for oiganising the 
economy faiily .soon pa.sses into the hands 
of a hunch ol 'pragmatists’ not as a sequel 
to any licicc ideological struggle, but by 
virtue of the sheer vacuity of the original 
conceptions 

Tliese tendencies are not watertight All 
three in vaiying degrees appciu in strength 
in a globalised economy. And whether looked 
at singly, or in terms of their conjoint 
outcome, their eftect is to destroy the unity 
of the nation. They are the flip side of the 
globalisation coin and they support the 
proposition which I advanced earlier, namely, 
that unity in the advanced capitalist world 
goes hand in hand with disunity in the 
backward capitalist world in the sense of a 
fracturing ot the totalising idea of a nation 
and the coming to the fore of divisive 
tendencies 


in 

Let me now come to the nation-state which 
IS my topic. Underlying this situation of 
unity m the advanced capitalist world and 
disunity in the backward capitalist world is 
an emasculution oj the nation-state 
everywhere. The vortex ot globalisation, of 
which financial glubaicsation is ilic most 
crucial aspect .ind which produces greater 
unity at one pole of the capd.iltst vvoild, the 
metropolis, and greater divi.sions at the other 
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pole, ihe outlying region, also entails an 
undermining of the nation-stale as it has 
existed And this h.is had very prolound 
implieaiions 

Much has been said about Ihe collapse ot 
socialism in the leicni years. As a nialtcr 
ol lad, howeser, il is not (list socialism 
whii h has collapsed but literally every 
idcologital-polilical Icndcncy which 
emphasises ilie ncccssiiy ol some form ol 
iiileiventioii hy a conscious agency lor the 
impiovenicnl oi itie hiiiiian coiid'lion 
I’ogclhei vMili Ihe collapse' ol socialism, 
iheichasheeiiacollapseol social democracy, 
ol Keyncsi.inisiii, ol wcllarism, and ol third 
woild 'pl.innirig' And the reason lot this 
coll,ipse ol dll iiiteiveiilioiiisi ideological 
liciuls lies III Ihe l.id tlial Ihe scope lor 
inieivenlioii today is so limited, Ihe only 
agency c.ipable ol undertaking this 
inicrvcniioii is the state, which necessarily 
means the naiion-slale. and this agency’s 
capaciiy loi mtcrveniion is gieally 
undeiiiiincd by the fluidily ot liiiaiicc 

l.ei iiieelaboiatc Any capacity loinleivene 
presupposes lhai there must he a domain 
over whii 11 the inlcniions ot the intervening 
•igeniy, in this ease the stale, can be made 
to eoiresporid approxmiaiely with the 
oiiicomes ol Its .iciions I call this domain 
Ihe coimol aiea’ ol the stale, and my 
•iigiimeiil islh.il liiiaiicial tluidily iindcmiincs 
this "coiiiiol area' True, capil.ilism, even 
with slate Intel vc'inion, does nol cease to be 
a s|H)iu.ineoiis sysiciii, i e, the capaeily ol 
Ihe c.ipitalisl stale lo bung about a 
coires|K)iidciicc between Us uiionlions and 
Ihe oiiic'omes ol its actions has severe 
absohitc limits arising trorii ihc laci ol 
social aniagonisms uiulci lying this system 
Bui ihe point I am making is a diltereni 
one. l-inaiicial fluidity umlermines the 
capacity ol the Male to bung aboui an. 
approxim.ile coiiespoiidcnce between the 
inleniions behind and the oulcomes ot its 
actions, even in those spheres w'herc soeial 
.ini.tgonisms do not stand in ihc way of this 
corresfiondencc II linance can move in or 
move oul m iinpiediclahle i.|uaniitics ai any 
time, tlicn whatever ccmirol ihe stale has 
mer the economy is clearly being 
undermined. Il can try to achieve something, 
bill an entirely dillereni denonemeni may 
eome lo pass because the capiices ol ihc 
mlein.iiional speculalois dictated otherwise 
I believe ih.ti this pioblem. ol Ihe 'control 
aie.i' being undermined, affected the socialist 
couiiiiies as well Tiiless an economy 
liernici ic.illy 'C.ils itselt lo the outside world, 
it IS .illlictcd by tins problem, even if all 
kinds ol comrols .irc placed u|ion the torcign 
ercdiiois anil spccnialors. the n.ilionals of 
ihecoiiniiy a ,eii would move funds around, 
and that loo clandestinely it necessary 
through die lepaliialioii or noii-iepairialion 
o< expori iMniiiigs, to exploit possible gain.s 
n ,my scicieiv where such gains are nol 


frowned upon. In the erstwhile socialist 
countries, the very process of reforms created 
the conditions for them to be caught in the 
vortex of financial fluidity with all its 
atlendani implications. In the case of the 
Soviet Union for example the economic 
disruirtions of Ihe late Gorbachov penod 
became a veritable crisis leading to a collapse 
ot the system bccau.seof the non-rcpatriation 
ol expori earnings by Soviet firms. 

For capitalist countries the problem is 
sell-evidenl It is this undermining of Ihe 
capacity ol Ihc slate to intervene which has 
made all agendas based on Ihe assumption 
ol such inieivenlion appear unicnable. And 
this expl.ims ihc collapse ol all Iheorctical 
tendencies which give ri.se to such agendas, 

Il the IliJidiiy of finance acioss countries 
undermines the possibilily of an 
mierveiUionisi staie.an imponani iniplieaiion 
of this IS Ihe virtual stagnation in the capitalist 
woild and the high levels of unemployment 
No single country can expand the level ot 
activity in its economy without giving rise 
lo capilal llighi from il, which of course, 
would m.ike Its exchange r.ile plunge and 
Us rate ol inll.ition accelerate On the other 
hand, .ill the advanced capitalist countries 
cannot coii(ointly plan a siniullaneous 
exp.insion in their levels of acliviiy, because. 
ni>twithslanij.ing their uniiy, their 
circumstances are not identical, and any 
.such joint thrust would push up raw material 
prices for speculative reasons and raise ihe 
rate ol inllation. a phenomenon which is 
alw'ays opposed by financial (or rentier) 
ititeiest.s' Unemployment and recession on 
the other hand often suit their interests 
insolai as ihc balance ol paymenls crises 
bleed by Ihe third world counlries m such 
periods enable them lo acquire third world 
assets lor a song’. A moneylender after all 
docs nol always worry if his boriowcr’s 
income is nol growing; in fact often he may 
wish that It does not grow so that he can 
get hold ot Ins assets' Exailly sirnil.ir 
considerations hold at Ihe international level 
T.) sum up, the curicnl phase ol capilalism 
IS marked by the rise to dominance ol 
financial or lentier interests, and the fluidity 
ol Imunee acioss national boundaries. This 
has the ellcci of undermining the ‘control 
aiea' ol nation-states, of making all .agendas 
ol stale intervention for improving the living 
condiiions of ihe people appear vacuous, of 
prccipiialing stagnation and unemployment 
even in ihc metropolitan countries, and ol 
prising open the third world economies for 
penciration nol only ot metropolitan goods, 
but even more importantly of metropolitan 
finance Tins economic milieu however has 
the cited of producing greater unity in the 
advanced capitalist world (where there is 
talk even of supra-national .states, as in 
Kuropc), hut, as a dialectical counterpart of 
this, greater disunity in the third world, with 
lendencics towards separatism, divisiveness 


anti disintegration acquiring prominence. 
The question which naturally arises is; are 
we now doomed to this fate for ever? Or 
can we overcome this fate? 

IV 

The po.ssibility of the “joini exploitation 
of the world by iptcmationally united finance 
capital" had been envisaged by Karl Kautsky, 
the eminent German theoretician of the 
.Second International. Kautsky's position 
however had been attacked by Lenin who 
had argued that the pervasiveness of uneven 
development under capitalism made any 
agreement among the capitalist powers 
temporary, to be followed by inlensified 
inler-impcrialist rivalry as the terms ot the 
old ‘truce’ are rendered obsolete by new 
configurations of slrenglh"’. 

In one sense Ihc present dcbaie is 
reminiscent of the Kautsky-Lenin 
controversy, but in another very important 
sense it is not. Both Kaiilsky and Lenin 
derived their concept of finance capilal liom 
the German come.\l, and Lemn expressed 
lilts as reprc.senling a coalescence of banking 
ami industrial capital In olhei words Ihe 
concept encompassed nationally-based, 
hank-contioiled, induslnally-operaled 
gigantic blocs ol capital which were cither 
in iiuce or in conllici. The finance whose 
lluidity has been talked of above, however, 
simply consists of enormous sums of money 
being pushed here and there by renliers and 
speculators, big and small. This finance 
therefore is a somewhat different animal 
(rom Ihc finance capital (hat both Lemn and 
Kautsky had in mind About this linance 
Hilfcrding's dictum that Ihe nationalisation 
of hall a do/en banks would be the end of 
finance capital is even less appropiiatc than 
It was to the lliunce capital of his lime. On 
the other hand, nolwilhsianding this 
difference, the two general perspectives 
articulated by Kautsky and Lemn continue 
to be of abiding interest 

The question lai.sed at the end of the last 
.section can be decompii.sed into two separate 
questions: first, can we think m terms of 
some agency transcending the nation-state 
that can he invoked as the agency for 
intervention in this new era'.^ Secondly, if 
wc cannot, and the natum-siafc still remains 
the only possible agency for intervention on 
behalf of the people, then how can it ever 
re VI ve, since by our own argument its capacity 
lor intervention has got undermined? 

The answers to these questions arc difficult 
because they still remain ha/y. They will 
emerge with clarity only in the course of 
lime. Nonetheless one ewn hazard some 
guesses. I believe that in the context of the 
third world at any rate the possibility of the 
emergence of an agency beyond the nation¬ 
state as an agency for intervention in the 
interests of the people remains remote. What 
IS more, if the nation-state is incapable of 
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be equally incapable ijf 1 <fiitfervcntibiT. 
Enlarging merely the si/e of the agency 
would in no way contnbmc to the solution 
of the basic problem. On the other hand 1 
do believe that the nation-state can and will 
revive as an agency for intervention 
It IS impossible to imagine that the levels 
of unemployment prcvailingin the advanced 
capitalist world would become a perennial 
feature of metropolitan life without causing 
serious social disiuptions And any attempt, 
no matter what its nature, to reduce the 
levels ol unemployment would necessitate 
a revival ol the nation-state, and contiols 
ovei financial fluidity "riuc, such attempts 
in the context of the advanced capitalist 
world could well come from the right, rathci 
than from any radical quarters, in which case- 
such a revival would have a very dilferent 
complexion, entailing chauvinism and 
Jingoism, from the welfaiist and .social 
dcmociatic conceptions ol the post war oia; 
and the tremendous spread ol lacuihsm and 
nco- lascism all ovci I iui ope may be .i pointer 
in this direction. But no mailer what the 
luuuie of the revival ol the nation-state m 
the .idvanccd capitalist countries, any such 
revival would once again cieaie the space 
required lor a similai levival of the nation- 
stale in the thud world This is nol to say 
that one. should welcome light-wing 
nationalism in the advanced capitalist woi Id, 
or he indilfereni between a radical revival 
ol theiialinn-staleandach.iuvinisticievival. 
this IS only to underscore the l.ici that it is 
impossible to visualise such a revival noi 
occurring. It the world lo(>ks somewhat 
Kautskyiie at the moment, that docs not by 
any means signal the victory ol the Kauiskyitc 
[leispective in the debate between Lenin and 
Kaulsky. 

Besides, for us in the Ihiid woild. it is not 
even the case that we have to sit quietly until 
the nation-state has been revived in the west. 
True, the scope for state iiilcrveiition has 
been gieatly reduced, but it has not 
disappeared altogether What is required is 
that the slate has to take the con\innm.s of 
Uvinji in a world with fininu ial fluUlitv into 
M coimt in planning its intervention. While 
I consider any emulation of the east Asian 
model in the rest ol the third world neilhci 
dcsirable(sineethisentails a neti-niercaniihsi 
development strategy that is neces.sarih 
accompanied by udcgrceof authoritarianism 
which IS unwelcome) nor teasible (siusc n 
IS the product of a very specific domcsin 
class configuialien as well as intcrnation,il 
correlation of forces), east Asia docs 
demonstrate in a way the possibility ol 
successful state intervention in a 
contemporary world marked by financial 
tluidity. 

In contexts such as ours if the nation is 
to remain united then the resuscitation ofan 
agenda of development that entails conscious 


iirtervemion by the in the 

interests of the (icopie. as oppased to leaving 
economic development to be determined 
as a mere lall-out of the caprices of 
international speculatois, is ab,solutcly 
essential. This requires however an 
alicnialive class-,ilhance. underlying the state, 
one that would both enforce accountability 
on the .St ate as well as provide it with sulficiciil 
sinews to laee up to the challenge of 
intcinational linance which is oui lo 
undermine its capacity for intervention. The 
loigingot such aelass alliance, which would 
necessarily be tentred around the working 
(x-ople including the peasantry, however is 
a matter for political praxis 
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In the last four years, India has advanced 
econon^caly and witnessed virtualy a rebirth of 
Iberalzatlon. Ehit, politically and sodaMy, we have 
suffered an equally marked regression. 

Casteism Is In the ascendant and has risen 
higher than ever before since we became free in 1947. 
Men far below the nationtri average, in point of 
character, get elected on considerations of caste aiKl 
creed, regim and language. Casteism Is the curse of 
India, even as tribalism is of Africa. 

It has been my kmgstandng conviction that 
India has been paying the highest price ever paid by 
any country for democracy. This Is tfw inevitable result 
of our total neglect to give value-based education to 
our people and to teach them the priceless ethics 
embocted In our ancient culture. The greatest crime of 
our government against our people has been the 
falure to impart education. Poitidans have a vested 
Interest in preserving Wterate and unthinking vote 
banks. According to a report of the World Bank, by the 
turn of the century India wl have more Wterates than 
the rest of the world put together. 

A few years ago, an International Conference on 
Modern Constitutions was hold in Washington, D.C. The 
conclusion that emerged was that in 75 per cent of the 
countries which had authoritarian governments, the people 
originally welcomed didatorship, though they afterwards 
rued the day when they lost their liberty. 

Guns, goons and gold 

Today the peopis of Indta assodate democracy 
with guns, goons and gold. One of the most thoughtful 
remarks of Oe TocquevMe was that democracy throws 
mediocrity into power. But the situation becomes 
frttolerable when democracy throws criminals into 
power. 

According to the Chief Election Commissioner. 180 
out of 425 legisiators in Uttar Pradesh have criminal 
records. During the Bihar State eledions this year, the local 
police said that 243 candidates had charges pending 
against them. AduK franchise as practised in India is the 
worst possible advertisement for its true virtues. 

In a piece on Indta headed "Rascals Rule*', The 
fconomlBr refers to a member of the Bengal AsswnUy 



who has a criminal record and was at one time the 
“most wanted” man in Calcutta, but has today become 
most wanted in a dfferent sense, as he Is wooed by 
dfferent political parties. 

A French thinker, Jean-Francois> Revel, published 
a book a few years ago entitled, "How Democracies 
Perish", where his central thesis is that the real danger to 
democracy comes from within, from a refusal to face the 
facts. Revel says that "democracy may, after all, turn out to 
be a historical accident, a brief parenthesis that is closing 
before our eyes" Samuel Huntington, the Director of 
Harvard's Centre for International Affairs, concludes that 
"the limits of democratic development in the world may well 
have been reached". 

Only the other day we observed the twentieth 
anniversary of the EmergerKy. It Is necessary to recall 
that democracy can become so degraded and 
depraved that people may yearn for a change. The 
Indian people may lose their freedom agMn or, 
altematively, the country may suffer disintegration. 
Needless to add, tNs Is the exact opposite of what I 
wish; but it is a s^ apprehension of what can happen 
if the present decline Is allowed to continue. 

The cement industry 

The cement industry continues to attract high 
excise duty. Instead of granting the much needed relief by 
way of reduction in duty on a core commodity like cement, 
in the last Budget the government imposed a heavier 
burden of excise duty on the industry, while it granted relief 
to a number of other core and consumer goods industries. 

The cement Industry's capacity, in the organixed 
sector, as on March 31,1995, rose to 70.7 mHlioh tonnes. 
This meant an additional capacity of 5.44 million tonnes in 
1994-95, with production totalling 58.34 million tonnes. 

Infrastructure bottlenecks continued to plague the 
industry’s performance with severe power cuts In 
Rajasthan, Him«:hal Pradesh, Andhra Bradash and 
Madhya Pradesh. In addition, the curtailment In tfte 
availability of wagons reduced despatches by rail to a little 
over 265 lakh tonnes as against 285 lakh tonnes In 
1993-94. Yet the industry managed to register a marginal 
increase in overall despatches of 7.53 per cerit. Sizeable 
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quantWes of cement were sent by road transport, thereby 
adding to freight costs which the producer had to bear 

The Company’s perfomumce 

Yow Company has acNavad an aSBm a high In 
prom after tax of Ra. 144.39 croro. TNa s ignific a nt 
acM ey ament haa been the result of several 
wel-channelzed endeavours: hKH'*'’ capacity 
utazaHon, bnprovod operational efficiency, better 
sales realizations, strict control on experMiture and 
working capital, despite major Increases In the costs of 
coal, elect i l ctt y, railway freight, etc. 

Your Company s production for 1994-95 was the 
highest ever at 8 47 million tonnes as against 7 72 million 
tonnes in the previous year Capacity utilization registered 
arK>ther two per cent growth at 99 per cent over the last 
year at 97 per cent as against the overall industry capacity 
utilization of a little over 80 per cent 

The plants at Madukkarai Chaibasa Jamul, Wadi 
Chanda amd Gagal (old unit) recorded the highest ever 
clinker production The steady performance of the new one 
million tonne per annum plant at Gagal also contributed to 
the record production of cement by the Company during the 
year 

The total sale of cement by your Company for 
1994-95, Including traded materials and exports, was 
at a record level of 9.85 mUion tonnes as against 8.67 
mWon tonnes In the previous year - an Increase of 
13.6 per cent. Of this, sales of your Company’s 
productton were higher by 7.21 lakh tonnes, an 
Increase of nine per cent over the last year. On the 
export front, the Company's performance of 2.25 lakh 
tonnes showed an Increase of 14 per cent over 
1993-94. 

Your Company is endeavouring to promote the 
supply of cement in bulk and also to encourage extensive 
use of ready mix concrete (RMC) Your Company s 
experience as the sole supplier of RMC to the prestigious 
project of the Bharat Diamond Bourse In Bombay, has 
given it a head start in this new activity 

Refractory business 

One of your Company's major rasbucturfng 
mUativas - convarting Ks rsftacmtty adivWes Into a proIR 
csntro — has yWdsd rich dvklonrtB Within a short span 
of llva years your Company's rafrsct^ business has 
growniromRs. 18 crora to Rs. 110.7 croro In 1994-95. 


Research and Consultancy 
Directorate (RCD) 

The other strategic Initiative undertaken by your 
Company - the setting up of the autonomous Research and 
ConftMancy Dhaclorate - also recorded a growth of 57 per 
cent generating an mcome of Rs 33 trore 

Iha ac h la v amanta and c a pabHas of RCD 
have bean recognlzad by the Oeparimant of Sdantlflc 
and Industfial R a a e ar c h (DSIR) of the Qovaromant of 

1IW9UQm Vsv ^HRIOiMi AwMVQ fOv inflOVSHOfl III Vi9 

iald Of Now M a t s i lala”; and akw by the bMlan 
Chamleal Ma n uf ae lu rar a * Aaa o da t lo n ’s special citation 
tor ‘Ylaw Produd Davslopmonr. to addNIon, the 
A a aootoSan of CanauRtog Olvt Cn g tod p ro (todta) has 


racogntea d the Man Oonerata Journal {pt iMMA by 
RCD) as lha beat puMcadon in Ra Md. 

New projects 

The new projects undertaken by your Company are 
dealt wrih adequately in the Directors' Refxxt Among them, is 
your Company's Synthetx: Feme OxWo (SFO) plant which 
was commissioned at Falta West Bengal SFO is one of the 
principal raw materials in the production of hard arxl soft 
femtes, used extensively in the electronics arxi 
telecommunications industnes Over 70 per cent of the 
production will be exported 

With the completion of the new mairx protects, 
your Company is now in a position to take on even more 
ambitious programmes in the unfolding future 

The range of equipment manufactured at 
Associated Tyre Machinery Co Ltd (ATMC), rrow renamed 
ACC Machinery Co Ltd (AMCL), has been widened aixf 
includes among others equipment for Kellogg s cornflakes 
project at Taloja, and a turnkey job of a clinker grinding unit 
at Cochin whi^ is neanng completion 

Your Company's major venture wNh Roa fg l ata 
Indta Ltd., was fonnaly inaugurated In Apil 1995 at 
Taic^a. Commercial prodixdion of dear float glaaa bagan 
In November 1994 and of tinted float glaas In Jant^ 
this year. 

Emerging scenario 

The magnitude of recent developments will shape 
the future of industry beyoixf recognition As corporatxms 
stnve to become innovation-fuelled there is a relentless 
search for better faster and more economic solutions to the 
problems facing technotogy-dnven companies Your 
Company will always stnve to remain a torchbearer in the 
business world, with the values of public spint integrity and 
compassion 

I hava no doubt that under the very able and 
far-seeing stewardship of Dr. Subrata Ganguly and hie 
team of committed cofleaguea, your Com^y wN 
continue to grow from strong to strength in the years 
to come. 

On behalf 6f the shareholders, and on my own 
behalf, I would like to express my heartfelt gratitude to each 
and every employee who has played a significant role in 
shaping the fortunes of your C^ompany in a spirit of 
cooperation and goodwill 

Bombay, July 27, 1995 , 
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VOLUME Right o( Suhahern Studies begins 
with an essay by Partha rhailerjec on ihe 
evolution of modern hisuiruigraphv in 
Bengal. Challcrjee starts wih an eaily l‘)ih 
century text hy Mritunjay Vidyalankar. a 
‘I’uianic history' in which "myth, hl^tory 
and ihe conlemporary all become pan ol the 
same chronological sequence” He Ihen 
examines ,i scries of later lexis, which bear 
Ihe imprini ol the modem hisioncal 
eon.sciousiiess These histones (by Iswar 
Chandra Vidy.is.ig.ii .ind oihers) aecepi ihe 
Eurojieaii mode ol hisioncal eon.scioiisness, 
bul not iheir inierpietaiion ol evenis Here 
IS the Til si generation' ol (Hindu) naiionalisi 
history, which explains the rise of British 
rule in terms ol betrayal and cleeeil, its 
continuation in teims ol the amorahly ol the 
rulers and Ihe bruialily ol thcirjuslice These 
histones were rich in speculation ol what 
made British rule possible and sometimes of 
what might make it end Bul wheie their 
attitude to European civilisation wasdisiinctly 
two-edged, hostility towards colonialism 
coexisting with admiiation loi western 
insliiulions, Hindu histoiians were all m.iiked 
by a conspicuous dislike ol Islam Muslims 
were represented in then histones as war¬ 
like, predatory and expansionist, the peiiod 
of Islamic rule as a time ol decline and 
degeneration (Ironi ihecTa.ssic.il Hindu past). 
C'hatierjce ends w'lth some vignettes Irom 
Bengali Muslim historians, who aigued (hat 
Hindus loo had eoine to the sub-continent 
iis invaders and refused to equate the history 
of Indian Islam with the reign ol its most 
bigoted rulers 

Chatterjec's essay is learned and 
suggestive, yet its appearance in a volume 
marked ‘.SubalternStudies' invitesthecharge 
of false advertising. The suspicion is 
eonfirmed by the second contribulion to the 
volume, Dipesh Chakrabarty’s study of 
debates on domesticity among the Bengali 
intelligentsia. His theme is an interesting 
one - how the pcrsonal/domestic came to be 
di.stinguished fiom the communal/public - 
bul the analysis is carried out in prr>.sc of such 
wilful obscurity as to put off all but the most 
dogged reader This lor instance, is how he 
states the problem. "This essay is an eftort 
to understand the many contradictory and 
heterodox moves through which the Bengali 
modern has negotiated this distinction in 
(rc)cnnsliluting itself within a world-system 


fashioned by impel lalism'' His conclusion 
IS equally im|)eneliable, to wit. that "the 
Bengali modern, implicated as it is in (he 
strucTures and rel.ilionships ol pow'cr that 
pioduce the soeial-|usiice n.irraiivcs ol the 
public sphere, is eonstiiuled by tensions that 
relate to each other asymptotically " The 
intervening atgiimcni. .so f.ir as it revealed 
ilsell to this leviewer. nins roughly as lollows- 
The ’bhadralok' internalised, lathei e.iily on, 
,1 Victorian ideology ol Improvement This 
viewed physical and moral regeneration as 
a piologemona to national renewal Within 
the home, they increasi ngly adopted European 
uleas ol diet, hygiene, clothes and (especmlly) 
time Intrainingthediscourseol impiovemeni 
on the housewile, the problem lor the male 
icloimei was to educate women out ol 
Ignorance but not into immorality and 
deliance (the exchange, .so to speak, of sarees 
tor skirts) Thus "the most sueeesslul wife 
IS she who combines education with skills 
111 household l.isks" 

These two essays on the mind ol the 
bhadralok doconsulerableepisiemic violence 
to the idea ol Siilmllern .Studies 'With Oavid 
Hardiman’s contribution we aie back on 
more lirm terrain reassured that the gooils 
the volume contains are not entirely spurious 
Hardiman provides a richly detailed and 
closely argued history of the forc.sis and 
forest people ol the Dangs He lirsi 
reconsirueis the preeolonial economy .ind 
polity, with a focus on the distiibution ol 
power between the ruling Bhil chiels, other 
Bhils, and non tribal Konkanas. The Konkana 
peasants practiced 'rab' cultivatum in the 
valleys, fertilising their crops through the 
burning of lore.st debris The Bhils, on the 
other hand, prelerrcd to cut swiddens on the 
forest slopes. The two systems of cultivation 
eoniplemcnied each other; both depended 
on an abundant forest cover. Hardiman 
suggests that (he Dangis were not natural 
eon.servatiomsts; tor them the forests were 
eternal, they had "no consciousness that 
human beings could destroy this massive 
expanse of vegetation”. This is an .argument 
from silence, however, an almo.st positivistic 
reading of the existing sources. 
Anthropological andethnobotanicalevidence 
from other forest areas would suggest that 
the Dangis might very well have had ah 
elfcctive.storehouseofknowledgewiihregard 
to the naturui environment, putting this 


knowledge to ctfeeiivc and practical use. 

Ihe preeolonial context .sketched in. 
Hardiman moves on to the development, 
under the British, of a new regime ol (oresi 
exploitation. By the IS30s, the British had 
established a system of mdiieet rule m the 
Dangs, with Ihe chiefs reporting to a Bhil 
agent. The demand lot wood for the navy 
and later. Irom the railw'ays. led to a greater 
iniciveniion in Bhil life Under the threat of 
coeieion, the chiels were made to sign away 
then forests lor a pittance, and the “power 
ol the loie.st olfieials began gradually to 
eclipse that of the Bhil agents m the Dangs". 
Koads and ir.icks, the veins and arteries 
through which toicsl revenue Mowed, al.so 
brought 111 othei aitelaets ol the colonising 
mission - rest houses, schools. dispens.iries 
and (eventually) American missionaries 
Hardiman recounts, cogently and with caie, 
Ihe Dangi variant ot what was to become an 
all-India pattern, the expansion ot an 
authoritarian and insensitive system ol stale 
loresiry. the viilimisalion ol the previous 
owners ot the forest, the episodic, heroic but 
ultimately foredoomed protests of the Bhils 

In his essay on the colonial prison, David 
Arnold suggests that this was no panopticon 
The authorities had diiricullies cnioremg 
then writ (with regartl to ItHid and segregation, 
lorexample), and there was alway.s space for 
resistance. Convict wardens, meanwhile, tan 
an alternate and mloimal system of power 
within Ihe prison Arnold al.so touches briefly 
on homosexual relations between prisoners, 
relations marked by love and envy as much 
as hy brutality and violence. 

While he departs from Michel l-oucault in 
his emphasis on agency and protest Arnold 
more clo.sely follows the French historian in 
viewing the jail as a site for the production 
of slate knowledge and the exerci.se ol state 
power. The treatment of pn.soners and their 
bodies varied widely by race and status, with 
Europeans and high castes allowed better 
food and exempted from forced labour. Unlike 
in Europe the priests were kept out, but the 
doctors were welcomed in. TH8 prison affor¬ 
ded colonial medicine a unique opportunity 
to study the pri.soner’s btxly. to experiment 
with dietary practices and try out new drugs. 

Arnold's es.say effectively brings together 
his early work on the colonial police and his 
more recent studies of colonial medicine. 
One hopes this is a prelude to a full-fledged 
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itionogra^h, whjct> woiMd bring ttientmtive 
down to the present. Thus he hints at major 
changes in the period of nationalist agitation 
(with its jail bharo andolans), but 
unfortunately does not elaborate on them. 
Again, he mentions a protest m April 1834 at 
Calcutta’s Alipur Jail - “the most important 
penal institution in British India at that time” - 
apparently without being aware that this was 
the very site ot major protests by naxalite 
pri.soners more than a century later - jail breaks 
as well a struggle for acce.ss to ‘bidis’ and 
‘chittis’ that some ra-kon to be the founding 
event of the democratic rights movement. 

Gyanendra Pandey promises a “detailed 
di.scussionof Partition and its historiography” 
but in the event locuscs on two articles (one 
very obscure) and two books that actually 
take the prelude to Partition rather than 
Partition and us consequences as theirtheme. 
Pandey argues that writings on Partition, 
with the exception (inly of the odd story and 
the odd memoir, havcsuppies.scd the .suffering 
and violence by chronicling the tmimphant 
coming into being of two nation-states. The 
textschosenlorcriiiquearedeemedcomplicit 
wilh the projects (singly or in combination) 
ol Hi.story. Reason. Progress, Civilisation, 
Modernity, Di.sciplinc andtheNation-.Statc -- 
arcmindei that wh.iteveritsntherweaknes.ses, 
postmodernism has at least helped enlarge 
the intellectuars armouiy ol abuse (pity the 
poor Marxist, who.se quiver contains but fwo 
arrows, marked 'class collaborator' and 
'compradoi' respectively) But lo give a 
convincing account ol itsell. a 
hi.stonographical ciitique must aim to be 
comprehensive I am no expert in this field, 
but do know of two eyewitness accounts 
neglected by Pandey, Margaret Bourke- 
White’s Haljway lo FrtrJoin and Pcnderel 
Moon’s Divulc and Quit, whose ambivalent 
titles would seem to suggest a more varied 
and nuanced ficld-of-lorce that he allows for. 
In any case, the writing of politically correct 
I i terature reviews seems a considerable waste 
of Pandey's skills as a historian 

11 

The contents of this volume, like those of 
its immediate predecessor, seem to confirm 
a marked shift of emphasis in the project of 
Subaltern Studies. Over the years, most 
members of it.s'editorial collective have moved 
from documenting subaltern dissent to 
dissecting elite discourse, from wnting with 
(socialist) passion to following the 
(poslmtxlernist) fashion. Intellectual history, 
reframed as ‘discourse analysis’, this is 
emphatically not subaltern studies. Let us 
call it Bhadraiok Studies, or, m deference to 
the spirit of the times, post- subaltern studies. 

This preoccupation with discourse is 
something of an intellectual cop-out, a retreat 
from the hard grind of .social-hist<?rical 
research. Consider Partha Chatteqce’s''.'7Vie 
Nation and Its Fragments, the first book- 
length study focoitte out the postvsubaltem 


studies project. ”My concern in dtts book is 
with social agency”, claims Cbatteijee, but 
about the only time an agent acts is when 
Ramakrishna takes a carriage "all the way 
from Calcutta past Dakshineshwar to 
Belgharia” to meet Kcshabchandra Sen. A 
work on Bengali intellectual life - in parts 
very well executed - is reinscribed (to 
problematisc, for a moment, the book’s 
subtitle) as the pre,sentation of ‘Colonial and 
PostColonial Histories'. To justily the 
plural, oreven the singular, Chatterjee would 
have had to leave his desk foi the field and 
the archive, the law court and the newspaper 
office, to rcconstmct from fragments the 
history of the Iragment. That would be histoi y- 
as-cralt; what we have, instead, is writing- 
desk histoiy, the conceit that relations of 
power can be 'read off printed texts ■’ 

An exti aordinary apology for writing-desk 
history has since been advanced by Cyan 
Prakash. -Subaltcrnity in this view resides not 
so much in the lived experience of women 
and woikcrs. peasants and pastorulists. hut 
as a “recalcitrant difference that arises not 
outside but inside elite di-scourses lo exeii 
pressure on lorces and forms that subordinate 
It”. This calls lor a “complex and deep 
engagement with elite and canonical texts " 
According to Pr.ikush, the project ot subaltern 
studies has thus helped bring about the 
“relocation ol suhaltemity in the opciation 
ol dominant di.scoursc.s''. WondeifuP Read 
James Mill and Jawaharlal Nehru, but to 
learn about the subaltern. It all makes it very 
easy loi the historian.' 

ni 

The key phiase m .Shahid Amin's book 
F.venl, Memory. Metaplioi occurs on page 
118. “Disappomledinoneaichive",he writes, 
“it IS the business of the historian to turn to 
another” Whcie some of his colleagues have 
abandoned the archive lor the library, Amin's 
study underlines and reaflirms the oiiginal 
intention of subaltern studies: the recovery 
of the voice and memoiy ol the sub.iltcrn. 
Through a wide array of published and 
unpublished sources, and the u.se of oral 
lestirnonies, he has protluccd a well rc-scarched, 
well-crafted study ol a supprc.s,sed event in the 
saga of Indian nationalism, (he buniing ol tk' 
Thana" in C'liauri Chaura on Fcbruaiy 4.1‘>22. 
This event led to Gandhi calling off the non- 
cooperation movement; as for the protesters 
thcmselves.they found themselvestranslbmied. 
overnight, from volunteers to cnminals, their 
act adark blot on an otherwise blcmishless saga 
of Indian nationah.sm. 

Amin starts with the obligatory hashing 
ol master narratives in general and the 
narrative ol nationalism in particular. Tlic 
narrative of his own kxik is deliberately 
disconnected, with short chapters and short 
shrift given to chronology. This seems a 
further, unnecessary concession to intellectual 
fashion, for perhaps a more conventional 
account would have made for more effective 


presentation. As one reads on, however, the 
logic of the book gradually unfolds itself, hi 
five chronologically overlapping but 
thematically distinct parts. 

Part 1 sets the context, the narrating the 
details of an event that has since been 
remembered “only in order lo explain the 
icritiiiialion of a particular phase of our 
Freedom Struggle”. Part II provides a brief 
hut thick de.scriptiun of Chauri Chaura and 
itscnvirons,goingoverthe.stx.'ialcompo.siiion 
of the villages and towns, their ways of 
economy and exchange, their scttlcmenf 
patterns and means of communication. The 
book really gets going in Pan III, where the 
historian juxtaposes, side by side, three 
versions of the event 

Version I IS I he naltonalisi narrative, which ; 
has had "no time lor a hi.story of the event, • 
only lorits lessons” The burning of the thana • 
was a case of the (non-violeni) Gandhi being 
betrayed by his (violent) lollowcrs; to quote 
the newspaper Aaj. the event showed that 
"our people have learnt inadequately the 
Ics.son of non-violence, that our people 
willingly take rogues lor leadeis,that violence ' 
and revenge are exlr.icled m Ihe most brutal, 
ways” Gandhi himsell. ruminating on the 
''tragedy of Chauri Chauia " saw it in much 
the same teims, “Non-violent iion-co- 
opcralors”, he remarked, "can only succeed 
when they have succeeded m attaimngcontrol , 
over Ihe hooligans ot India, in other words, 
when the latter also have Icarni patriotically 
or religiously to refrain trom their violent 
.icliviiiesat least while thecampaign fornon- 
cooperatioii is going on" 

Version II. cralted some years later by thC 
district hi.storians of Gorakhpur, sought to 
cleanse the peasant-volunteers of the sin 
imputed to them by the nationalist narrative, sj 
In this account, the arsonists acted as they, 
did only underextreme provocation and after 
enormous sullcring. For two whole months, 

II IS .said, the police and the landloids “kept 
laming lathis ai Ihe satyagrahis”. This 
unrelenting violence finally made the' 
volunteers lose their nerve, in these 
circumstances, indeed, “even a saint would , 
have lost his head”. 

Version III icvcals itself in a letter written 
in l‘J,38 by Dwarka Gossain, one ot the 
volunteers jailed for life for his part in the 
'oiiirage'. When the Congress governments 
tame into office in 1937, they released all'- 
political pnsoners. except only loi iho.se con¬ 
victed after Chaun Chaura. Writing to tlie chief: 
minister of the United Provinces, Govind 
Ballabh Pant, Dwarka pcnneil what Amin ! 
calls “a formidable indictment ol t he Congress 
discour.se on Chaun Chaura”. Had the chief 
minister forgotten, he asked, that "whoever 'L 
fought again.st imperialism and lor swaraj, 'r 
be he right or wrong, violent or non-violent j 
(was in the right, for] the goal is the same”. ' 
The story moves on. m Pail IV, to the trials'^^'| 
of 1922-23 in which 19 volunteers wcrje;;| 
sentenced to death, with 110 others heing’''d 



given life imprisonment, in my view this is 
the weakest part of the book; ponderous, 
heavy-handed, lacking the immediacy and 
intimacy of what comes before and after it. 
Amin elaborates here what seem to be fairly 
obvious points: namely, that the testimony 
of the approver. Shikari, and the verdict of 
the judge were both constructed narratives, 
tending to remove inconsistencies and 
ambiguities towards a smooth retelling of 
events which would facilitate the final 
judgment. 

Part V, by moving back from text tocontext, 
provides a fitting end to the book Here Amin 
charts the sometimes considerable distance 
“that separates the volunteers of Gandhi’s 
Collected Works with theotiyarsof f peasant j 
recollections”. This is an account rich in 
paradox and contradiction. Tlic 'otiyars' 
(the term by which the volunteers arc 
remembered) wore clothes of coloin 
(especially saffron), not the white khaddar 
that Gandhi insisted on Peasant notions of 
swaraj were radically at odds with the 
nationalist dream; they “perceived of it as 
a millennium in which taxation would he 
limited to the collection of small cash 
contributions or dues in kind from fields and 
threshing floors, and [inj which the cultivators 
would hold their lands at little more than 
nominal rents”. The descendants of the 
otiyars, meanwhile, recal led their forefathers’ 
pride in their 'tough masculine bodies’; not 
for them an “androgynous Gandhian sense 
of sacrifice”. 

Amin found, to his surprise, that no stigma 
attached to the family of the approver. Shikari, 
whose testimony had sent some of his 
informants’ relatives to their deaths and 
numerous others to long spells of 
incarceration. Somcofhisintcrvicws, indeed, 
were conducted in the home of Shikari’s son, 
himself a respected village ’pradhan’. He 
essays the interesting speculation that this 
tolerance and even affection for the memory 
of Shikari might he due to a tacit acceptance 
of nationalist guilt - the approver, after all, 
was merely following Gandhi’s .advice to the 
‘criminals’ to turn themselves in. But the last 
word on official nationalism must rest with 
Naujadi, the wife of one the the ‘rioters', 
Rameshwar Past. Standing in for the 
thousands of peasant nationalists who fought 
for swaraj but have since got little out of it, 
she remarked: “Everybody ha.s got their raj. 
our raj never came. It’s us who created the 
turmoil and look what we got - nothing!”. 

Amin writes that in the nationalist 
consciousness a ‘nagative chtirgc' has always 
attached itself to the ‘crime of Chauri Chaura’. 
His own effort, in which he largely succeeds, 
is to free the otiyars from "the constraints 
of jcolontal] law and nationalist 
condemnation”. I wish though that his btiok 
was at least SO pages lunger. There are 
tantalising but undeveloped references to the 
rebellion of 1857-58, apparently very intense 
in these parts. One would have liked for a 


more extended discussion, in the context of 
the riot and its immediate prehistory, of the 
peasant rumours about Gandhi that he has 
written about elsewhere, and for a more 
careful idcntitlcation of the biographies and 
motives of the distnci historians who tried 
to ‘whitewash’ the nationalist narrative. The 
book and its readers arc also ill-served by 
a ho|)eiessly inadeijuate index. 

The real failure of the historian’s 
imagination, however, is with regard to 
Mahatma Gandhi. Writing of the events of 
I922-2.T Amin refers to Gandhi with heavy 
but misplaced irony as the ‘Father’ of a 
nation still a quarter of a century in the 
making. He prefers an instrumental, almost 
cynical reading of the strategy of non¬ 
violence - at limes reminiscent of R PDult - 
without allowing for the deep moral 
commitment which underlay it. An altci-the- 
cvent comment by Gandhi is dubbed an 
‘authontative’ and ‘celebrated’ essay, much 
as if It darkly inlluenced generations of 
historical writing (when it seems to have 
been exhumed by Amin himself); Gandhi’s 
pro.se is tenned ‘disciplinary’, part ol the 
‘discourse of discipline', although we are 
never infomied as to whom, and by what 
means, his words helped ‘discipline’ Amin 
quotes Gandhi as expressly allowing the 
eating of tish and meat, yet sneers, in the 
next sentence, at ‘nationalist vegetarianism’ 
When Gandhi talks of his nervousness at 
being surrounded by a milling crowd (a very 
human response), the populist hrstonan can 
only see the iingralel^ulness of the leader 
towards his flock. 

Shahid Amin is unable or more likely 
unwilling to enter the mind of Mahatma 
Gandhi, but the mind of the peasant is another 
matter altogether ‘CantheSabtilternApcflit’, 
asked a literary critic some years ago. wagging 
a threatening linger in front of the innocent 
historian. The answere, we can now report, 
is years, the subaltern can speak, but in 
Bhojpun, not French. 

Notes 

I These two essays mark a departure in mure 

ways ihun one Both have been published 


previous^, ChatW^^s in 'Kemilvtf, 
Chakrabarty's in Hismry Workshop, and are 
reprinted here without acknowledgment. This 
I.S a practice so common nowadays that 
acadcmic-shavecoinedaphraseforit - ‘double 
dipping'. However, to recycle material in a 
project that prides itself on its originality is 
unappealing - that this is a festschrift Cor 
Ranajit Guha makes 1t doubly so. 

2 Partha Chatterjee, The Nation and Its 
Fragments- Colonial and Post Colonial 
.Histones (Princeton and New Delhi, 1993- 
94) (The claim about ‘agency’' apiieors on 
page 34. the description of Rainaknshna’s 
carriage ride on page 43 ) Chatterjee’s 
iheoretical and political emphasis i.s on the 
relaliunshipbetween state and community, Ms 
main coinplainl that ‘autonomous lonns of 
imagination ol the community were, and 
continue to be. swamped by the history of the 
postcolonial state' (page 11) But so much 
does he operate in the world of discourse that 
a book written in Calcutta in the 1990s docs 
not so much as mention Ihe fascinating, 
continuing and unresolved tension in the 
Bengali countryside, between the claims of the 
community and the claims of the stale (over 
such distinctly subaltern and power-laden 
questions as acce.ss to land and forest, sclf- 
R.‘presentation, and the limits of bureaucratic 
authority) The word panchayal docs not appear 
in his index or, so far us I can tell, in his text. 
The terms ‘histocy-as-endt' and ‘wnling-dcsk 
history' were suggested to me by the social 
histotion Mans Medick: they capture most 
clearly the difference in method between 
subaltern studies, properly so-called, and post- 
subaltern studies 

.3 Cyan Prakash, '.Subaltcin Studies as 
Postcolonial CrilicisiiT, American Historical 
Review, December 1994. The title of this essay 
rather gives the game away For to see 
subaltern studies as a project ol ‘criticism’ 
IS already to privilege the reading of pnnted 
texts in the public doiiiuiii (one can only 
criticise that which is presumed to be read). 
The prefix ‘postcolonial’ is more curious 
slill, for practically all the essays in the eight 
volumes of subaltern studies have dealt with 
the yeais before 1947. Perhaps Prakash is 
here following postmodernism to its self- 
absorbed and egotistical end, where the birth 
certificate of the writer, rather than what he 
or she is writing about, is taken to b 
definitive 
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Sa^CIAL ARnCLES 


Colonialism and Enviropment in India 

Comparative Perspective 

Jacques Pouchepadass 

Although colonial rule throughout the world waj accompanied and supported hy exploitation of forests and environmental 
destruction, independence has not put a stop anywhere to these processes. Rather, the disruption of the relationship between 
local societies and their natural resource bases has continued in the worldwide movement towards modernisation. Instead 
of contrasting this situation with a mythical golden age ofequilibrium between .society and nature, what is needed is a radical 
critique of capitalist expansionism, of which the colonisation of nature has been one of the major objectives. 


CURRENT anxieties regarding our dwin¬ 
dling capital of biomass resources at the 
world level have brought to the fore the 
question of the relationship of rural societies 
with their forest environment. The .social 
perception of nature has always been a central 
preoccupation of social anthropologists. But 
students of peasant societies have long 
considered the forest as of pcnpheral impor¬ 
tance. probably simply because it was sit¬ 
uated at the periphery of the cultivated space 
Agrarian history, both western and non- 
westem. has up to now largely been a study 
of techniques, yields, appropriation patterns, 
taxation, commercialisation, social stracili- 
cation, peasant resistance. It has too rarely 
examined from a truly ecological standpoint 
the effects of land colonolisation, agricul¬ 
tural and animal husbandry practices, hunt¬ 
ing and gathering by peasants, and the func¬ 
tioning and crises of agrosystems (except in 
the stv'cial case of famine). The opening 
i ii.tptcrs ol many books of agrarian history 
are geographical presentations of the areas 
of study which convey the impression that 
the natural setting of agrarian life is a time¬ 
less framework of unchanging biophysical 
conditions. Any static conception of the 
relationship between human communities 
and their environment is of course mislead¬ 
ing, as an agrosystem is usually the outcome 
of a lung history of ecological disruptions 
and adaptations. As long as it functions, it 
necessari ly remains in a state of dynamic and 
unstable equilibrium. In particular, the in¬ 
terrelationship between agriculture and its 
forest ‘frontier’ is often ignored in these 
studies, or treated marginally. As a rule, the 
agrarian historian has left the fotests where 
they were, on the distant horizon, or as dark 
wild patches in the midst of the humanised 
artificial landscape of peasant life and ac¬ 
tivity. The origin of the word ‘forest’ is a 
late Latin word, ‘forcsta’, most probably 
deri ved from the ad verb ‘foris which means 
‘outside’.' In leaving the forest outside his 
purview, the agrarian historian in fact adopts 
the point of view of the state, or more 
acconnely the point of view of his sources, 


that IS to say official records, which relate 
mainly to the cultivated area, that which 
produces revenue. 

The conception of the forc.st by the peas¬ 
ant himself was ol course quite different 
The accessible forest was a central element 
in the organisation of traditional agriculture, 
a sort ol wooded extension of the cultivated 
space, olten criss-crossed by pathways, and 
daily frequented by village people who came 
to graze i attic, to hunt, and to collect fuel, 
timber, litter, green manure, and all soits of 
other vegetable produce which often con¬ 
stituted important adjuncts to their diet or 
to their sources of monetary income. Prompt¬ 
ed by the current fears of an impending 
world ecological crisis and by the wide- 
spiead indictment of thoughtless dcloresia- 
tion, the agrarian historian is now reversing 
his perspective, and forest history has been 
developing rapidly over the last few years. 

My purpose here is to explore briefly the 
colonial phase of the history' of Indian forests, 
and this in a comparative perspective. As 
everyone knows, it is in the tropical world 
that ecological dcva.station is most dramatic 
today. The biological wealth that i^beitig 
destroyed here is both the most abundant 
and the most vital to the future of the human 
species. And it is here that its destruction 
seems most difficult to control. The forests 
of the tropical /.one entered for the first time 
into a phase of common history at the world 
scale when they were all brought under more 
or less simultaneous attack during the age 
of the capitalist expansion of Europe. The 
phrase ‘imperalism and the natural world’ 
has become paradigmatic these last few years 
for a new and growing range of histoncal 
problems and research. The details of Indian 
forest history during this period arc now 
being gradually unearthed from the forest 
records by historians. I would like to review 
these data in the light of current general 
views on this new apsect of the history of 
European expansion. 

It is commonplace to .say that, in the 
countries which underwent European 
colonisation, the colonial period normally 


rcpre.sented a very important phase from the 
standpoint of the destniction of the natural' 
environment. However, let us not be overly 
Eurocentric here. This phase of destruction 
was not the first in history. The desertifi¬ 
cation of Mesopotamia, the depletion of the. 
cedar forests of Lebanon from the time of 
the Phoenicians, the massive fellings iOt' 
Roman North Africa, the extensive hill; 
clearings in the Southern Maya Low|andb,‘ 
ut Mesoamenca, the ecological decline df 
the classic Khmer empire, the over'j 
exploitation of forests and consequent en-i' 
ergy crisis in Tdkugawa Japan, the aiinosl| 
complete denudation of China for agricul¬ 
ture by its own peasantry, are only scattered; 
dramatic examples of a general liistoricd< 
phenomenon, the gradual depiction of tW; 
world’s forest cover for the needs of agri-; 
cultural expansion and urban dcvelopmertL.< 
India, of course, has not been spared by thU 
general trend, and evidence is not lacking," 
tor instance, on the impiessive rate of for^^ 
clearance throughout the Gangetic basing 
dunng the medieval penod. Also, consid^ 
enng what followed it in many countrieS<^ 
(he colonial phase of environmental disrup^j 
tion has not everywhere been the worst. But! 
It undeniably set in motion processes (cc6-'; 
nomic, demographic, social, administrativeili 
legal) that stimulated the overuse of nalun^i 
resources and have proved difficult to re'^; 
verse. On the other hand, the colonial period ' 
was often marked, in (he countries involved,- 
by the inception of conservation policies,, 
even though these policies reflected the needs," 
of the state rather than any strong concent 
for the welfare of the local populations. Thd 
overall picture is thus dark, but no! entirely ^ 
black. 

I 

Colonial Factor in History of 
Environment 

The historians of the 1960s waged a 1 <m^| 
war against the stnictuialist notion of ‘so,|| 
cieties without history' (or rather againstf 
distinction which Ixvi-Strauss madel 








’ ‘(sold’ and ‘hot’ societies, which was in fact 
misunderstood, hislonciiy bcim,' mistaken 
for history). A similar struggle might well 
have to be launched to combat the notion 
ol ‘nature without history' There is. alter 
all, a connection between the two notions 
Societies without a history, in the common 
erroneous interpretaiion ol' the phrase, were 
believed to have remained outside the 
mainstream ol history because ol then touil 
immersion in the unchanging rhythms ol a 
natural environment which was thought to 
determine them completely, While histoii- 
ans have rightly relused such an idea, we 
must also reject the idea that colonisation 
everywhere siruik the tirst blow against 
natuial states ol ec|,..ld'iium which had 
remained mi.ici since piiniordial times. The 
myth ol piimeval nature is lound eveiy- 
where and at all times In liurope, 
mediaevalists long thought tlmt the massive 
clearings of the ninth to tiie 12th centuries 
had been done at the expense of toiesis 
which had been nniouchci until then, and 
they bcrfc'’''d this on the basis ot the me¬ 
diaeval enronicles themselves. Now wher¬ 
ever precise archaeological enquiries have 
been carried out, they demonstrate that on 
the site of many of these medieval forests, 
there had been intensive human occupation 
during protohistorical or Roman limes 
Everywhere m the tropical woild, lor acci¬ 
dental reasons such as the construction ol 
roads, remains of very ancient (not 
unfrequeniiy neolithic) human occupation 
are found in the midsi ol supposcilly virgin 
forests. Palynological and palaeoboianical 
studies of quaternary sediments within the 
dense forests ol peninsular India show 
evidence of clearances and ol the practice 
of agriculture from the beginning ol our era 
It is common knowledge that Ihclcrai loiesis 
of northern India contain innumerable re¬ 
mains ol fortifications and shrines, of ca¬ 
nals, ol deserted village sites. We know, for 
instance, fiom the evidence ol Chinese 
Buddhist pilgrims that the Gorakhpur for¬ 
ests were the site ol Houi ishing towns befoie 
the fourth century, which lasted at least until 
the seventh century. In Sri Lanka, the loresls 
of the dry zone, where by the beginning of 
the colonial period only groups ol hunters 
and shifting cultivators remained, were 
actually not more than five or six centuries 
old. They had succeeded, after the 12th 
century, to a long phase of prosperous 
agriculture supported by a highly developed 
water-supply system. Vestiges ol 
precolumbian agricultural practices arc found 
in the Mexican lorc.sts. Bantu expansion 
coloni.sed many parts ol the central Alricaii 
forest long before European colonisation 
Historians have formed the hypothesis that 
the vast leak lorcslsdiscovered by the Dutch 
in the centre and west ol Java in the 17th 
century were the result ol plantation carried 
out at the beginning of our era. In India. 


similarly, the ‘jungle’ was lioTurlfrcquently 
man-made, as when local kings planted 
lorcsts or al lowed their spontaneous regrowth 
in order to protect their territories against 
potential mv.ideis: we have precise exam¬ 
ples of this Irom Saurashtra for instance. 
One could go on indefinitely with examples 
ol this kind It must be noted, incidentally, 
that the western myth of the ‘virgin loiest' 
earned with it, in the colonial context, 
important legal and economic implicaiions 
Since by definition the untouched primor¬ 
dial lores! belonged to no one, it seemed 
only logical that its control should ve.si in 
the colonial government 
Similarly, the societies which lived in and 
liom the loiesi when the Europeans airived 
were not isolated communities preserved 
trom all outside innueiice Irom the begin¬ 
nings of history In India, the relationship 
between the loiesi tribes and the sedenlaiy 
ixipulalions ol the plains weie constant and 
diveisilied, and the myths of the lormer 
show how deeply the latter lormed pari ol 
theirciillural universe M.iny lorest .societies 
of the tropical woild were in fact peoples 
liom the plains who had been driven into 
the lorest by loice or had had to lake rcluge 
111 them Many societies ol hunleis-gathercis 
have been shown lo be loimer societies of 
settled agriculturists who weic at .some point 
in timediiven out of their habitat and lorced 
into the forest wlicrc they adopted a diflcrenl 
mode ol subsistence, based on the luatural 
resources ol me lorest, Godelier has intci- 
esting examples ol this to otter Irom New 
Guinea and elsewhere ’ .Siinilarly, the no¬ 
madic herdsmen of Mongolia arc not orig¬ 
inally [reople ol the wilderness, primitive 
hunters grown into pasioralisis, but peasants 
who gave up the insecurity ol dry-laimmg 
in a most ditliciilt environment lor a moie 
reliable and. m their eyes, noble mode ot 
subsistence ' .Shilling cultivation, eontiary 
lo a widespread cliche, was in tact not 
necessarily associated with insulated and 
primitive w.iys ol life. It was occasionally 
compatible with a market economy, with 
land owneiship and taxation, and it has al 
times supported urbanised civih.salions, such 
as that of the Mayas ^ In addition, many 
pioducis gatheied in the tropical loresls had 
been items ol long distance trade long belore 
the advent ol the Europeans. So, western 
colonial expansion did not necessarily dis¬ 
turb or destroy primordial states ql ecolog¬ 
ical equilibrium, nor any original harmony 
between societies and their natural environ¬ 
ments. At best. It destabilised z<7r///i'<7v stable 
situations, which were the la.st stage of long 
hi.stoiics of .successive disturbances and 
adaptations 

The nationalist myth of the precolonial 
golden age survives today in the oft-,slalcd 
view that indigenous .societies, before the 
advent ol colonialism, were able to maintain 
a slate of ecological homeostasis with their 


.natural eflvironmenf. Tlicy ’ atHjijved W.s 
equilibrium, it 1.7 said, thunks to their im¬ 
memorial knowledge of the natural world 
and to the innate wisdom of their self- 
managed local communities, which were 
spontaneously inclined to nature conserva¬ 
tion. and practiced collective scll-restrami 
in the uiilrsation of its rc.sourccs. There is 
no denying, ol course, the marvels of clh- 
noscience, but such pronouncements imply 
more dubious value judgmenis which have 
unfortunate implications. They in tact resus¬ 
citate the Eurocentric narrative according to 
which the history ot the non-western world 
was set in motion by the disruptive mjpact 
of western expansion (beginning with the 
'Gicat Discoveries’ ol the late l.'ilh century). 
They implicitly po.stulate that the access to 
natuial resources was equally open to all. 
and Ignore the (acts of power and inequality 
111 the siructuie and funciionitigof prectilonial 
societies. They give a new span of file lo 
the old opposition between tradition and 
modernity, an ideological ctinslruci which 
was believed lo have foundered with 
modernisation theories. They seem to dis- 
tegard the evident material lact that (he 
colleciivc pre.servatioii ol a natural resource 
base requires no particular ecological ethos 
as long as population density remains low. 
and th.it it is the scarcity and overuse ot 
available resources that generates the im¬ 
pulse towards conservation. They also do 
not raise the basic sociological question of 
the relationship between symbolic norms 
and actual behaviour oi practice, and espe¬ 
cially ot the elficacy of ethical rules when 
individual interest, pressing necessity or 
strategies of survival lun counici to them 
This IS not to deliact from the value of the 
various expeiiments in joint management 
of forest areas by local populations and the 
foicst departments now going on in India, 
Ol to deny the virtues of communal 
control ol common properly resources, as 
II IS urgent in any case to do away with the 
abuses ol exclusive slate control of the 
forest biomass. But the emotional reference 
to what IS in essence the western phantasm 
of ‘the w'orld we have lost' is scientifically 
unsound and probably only serves to make 
the necessary political compromises more 
difficult' 

This does not mean that we should sys¬ 
tematically minimise the importanceqf the 
colonial impact on natural environments. 
From many points of view, it represented 
a radically new phenomenon. First, it was 
an attack on the world scale, corresponding 
to the phase of expansion of western mer¬ 
chant and industrial capitalism. Second, the 
intruders had means of conquest at their 
command which were generally out of all 
proportion to those of the local .societies. 
Third, the offensive was backed by a con¬ 
quering modern ideology according to which 
nacureccased to be the sacred order of things. 
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or tlie abode of ttw gods (as Marx said, it 
was ‘disenchanted’). It had become an object 
to be mastered, exploited, tran.sformed, and 
commoditi.sed, u means of speculation, a 
merchandise (and there is no need to lay the 
blame fur this promethean and depreciating 
attitude to nature on the tiadition of Chris¬ 
tian anthro|KK'enlrism, as has sometimes been 
done.” Fourth, the colonisers carried with 
them techniques and tools, introduced crops 
and lorms of animal husbandry, opened up 
routes for diffusion ,\nd exchange, which 
irreversibly altered the local .socio-ecolog- 
ical configurations. And finally, to seivc 
their own interests, they set up everywhere 
an increasingly eflicient fiaincwork of 
governmental conliol, which gradually 
denied the local populations liee access to 
their traditional natuiai re.source bases, at a 
time when their numbers wcic beginning to 
increase. Although the ecological strc.sses 
and traumas resulting lioin European 
colonisation were not by any means the first 
events of their kind in ihe tiopics, the sce- 
iiaiios lor the lirst time were niodcrii. rep- 
lesenling Ihc onslaught ol commercial and 
industrial capital on the natural resources of 
the world at laigc. 

If 

Domestication of Tropical Nature 

Cultural perceptions ol the lores! are 
.ilways ambiguous. On the one hand, the 
toiesi IS a generous piovider ol plant and 
animal resouices, a space lor freedom, plea- 
■sure and adventure, a refuge against the evils 
of war or the contradictions of society, and 
a pl.ice ot spiritual retreat, ol regeneration, 
ol salvation, where saints choose to rc.side, 
and where, according to the Hindu model 
of the ‘a.shramas’, men ideally should retiie 
as ‘vanapra.siha.s’ (lorestdwellcrs)at,lhcend 
of their life. On the other hand, the forest 
IS viewed as a land of the unknown and the 
unpredictable, inhabited by oiitlawsand wild 
tribes, and a haunted .space, the abode of 
threatening and undominatcd forces, demons, 
orthespiritsoflhcdead. Itisthe ‘other side’, 
against who.scdangerous intrusions men and 
communities have to protect them.selves. 
One of the major responsibilities of the ‘raja' 
in Hindu tradition was to extend his dom¬ 
ination over these wild areas, to placate the 
uncontrolled powers inhabiting them, and 
thus to protect his people against them, while 
displaying his own supcrioi might ’ Guard¬ 
ian gods and goddcs.ses in the Indian coun¬ 
tryside are placed at the outer limits of the 
cultivated space, facing the wilderness. One 
could characterise the social perceptions of 
the desert in equivalent terms," In one form 
or another, this kind of interplay between 
the geographical and the symbolic occurs in 
all cultures. 'The colonial perception of ^e 
tropical forest wasnoexceplion. On one side 
there is ‘the emerald forest’, the fantasmatic 


illusion of pure virgin nature in all its pro¬ 
fusion and beauty; on the other there is the 
‘greenhell’, atcntacularandentangled plant- 
world, essentially hostile, where invisible 
dangers lurk 

TTic perception of animal life was even 
more ambiguous because of the anthropo¬ 
morphic characterisations of animal 
behaviour, which projected onto it all the 
ambivalences of the human soul. This is 
particularly obvious in the vast colonial 
literature of hunting stories and memories 
in the ideology of the colonial hunl. 
besides the quest lor adventure and prestige, 
there is on ihe one hand a fa.scinalion wuh 
natural beauty, and on the other a sort ol 
urge to extermiiiatc symbolically the dark 
side of human n.iiurc, that is to say human 
delects which are attributed to animals, 
such as cruelly, cunning, treachery, thieving 
or murderous instincts. The hunt is also a 
symbolic rc-cnactment ol the victory ol 
Ihc forces ol civilisation over savage nature. 

Finally, even Ihe human societies ol Ihc 
forest and ol the savanna were commonly 
stylised, accoiiling lo a sort of brutal nat¬ 
uralist reduclioiiism, into elementary essen- 
tiali.sl characteiisations. The aborigene in 
the bush or the toresl was described as 
childlike, ingenious, unprcdiciabic, poten¬ 
tially dangerous. and he was seen as a survival 
of primal human .savagery, entirely deter¬ 
mined by the ecology of his huhiiai. 

loroi IX,Y or Exploitation 

Everywhere in Ihc colonics, the forest Wiis 
at first considered as an obstacle lo the 
rational and prolitable use of the land 
Colonisation bred Ihe emblematic figure ot 
the pioneei, whose symbols were the axe and 
Ihe gun, both tools of destruction whose 
ultimate purpose was to substitute civilised 
order for savagery. And the aborigene him¬ 
self, whcnevci organised and productive 
exploitation ol natural resources became the 
order ol the day. often came to be seen as 
standing m the way, as a trouble-maker, who 
had lo displaced or neutralised. It should 
be plain however that the will to clear, 
dominate and exploit wilderness was not by 
any meansacultural specificity of the we.stcm 
coloniser.” Even in Hindu culture, which 
lays a stonger stress than most on the nec¬ 
essary conformity of the human order to 
nature, the duty of kings, as set out in (he 
Anhashustra for in.stance, is to extend their 
kingdoms both by military conquest <md by 
clearing and colonisation ot virgin land. But 
the colonial onslaught on the forests was 
worldwide, and it was carried out by Eu¬ 
ropeans with powerful technical means, so 
that its effect was unprecedented. 

The agents of this development were 
colonisers who. so to say, “earned their 
ecology with them’’.'" They renamed re¬ 
gions, trees, animals and landscape elements 


after those with whili^ they wens familiar in 
their coumries of origin, 'they were bei« 
on applying western principles and tech¬ 
niques of cultivation in non-tcinperate en¬ 
vironments to which they wore not adapted, 
at the cost of repeated failures They were 
culiurally biased in favour of settled agri- 
cultiiic or cattle raising and against itinerant 
life-styles such .as shiftingagricultuic, which 
was considered wasteful and unproductive. 
As far as forestry was concerned, their ideal 
was the plantation- which is a domesticated, 
rationali.scd, optimised form of (he forest. 
Colonial forestry, as a rule, was mainly 
concerned with a few commercially valu¬ 
able species, while the species commonly 
used by the local [xipulations were extreme¬ 
ly numerous The ideal ot the loresters in 
French Atrica or Indochina, according to the 
principles that were taught at the school of 
forestry at Nancy, was homogeneous pop¬ 
ulations. closed lormutions, and tall, straight 
tree growth. The German tradition of for- 
estiy, which spie.id to the Dutch and British 
colonies, was no less single-minded In India 
as elsewhere, ihe foresters sought to increase 
the commercial prolitability ol Ihe more 
accessible forests through the systematic 
plantation of a very small number of species, 
such as conifers in the Himalaya and teak 
in south India, species which were of little 
use to the local populations, as contrasted 
to many other species which were eliminated. 

The applic.ition of ihcse eco-eihnocentric 
concepts overseas led to the destruction or 
reshaping of landscapes and the displace¬ 
ment of indigenous populations. As always, 
human intervention in natural systems de- 
lerinined a transition (rom complexity to 
relative homogeneity. The mam trend was 
towards the substitution of single-s|iecies 
cultivation for natural diversity, the replace- 
itieni of prolific gcner.iliscd ecosystems by 
specialised oncslaiid especially agro- 
systems), This was often done on the basis 
of an inadequate knowledge of the environ¬ 
ments involved, leading to spectacular fail¬ 
ures. F'or instance, there was an erroneous 
belief, particularly in Ihc first phases of 
colonisation, in the exceptional Icrtility of 
tropical soils, based on the luxuriance of 
spontaneous vegetation. Knowledge of the 
dynamics of tropical forest ecosystems was 
extremely scanty; a high rate of failures in 
these conditions was inevitable 

FEATt'Riis or- Tropical Ecocidf 

It was normally m its initial phase that ' 
colonisation of natural environments was 
most carelessly destructive. The process 
sometimes began with the conquest itself, 
when deforestation was part of military ; 
operations. Defensive forests were as com- 
mon in the tropical world as they had been 
in the ancient and medieval west. Muslim :,' 
chronicles in India often refer to the fore.ste 



that the armies of the sultans of Delhi or the 
Mughals had to chop down in the course of 
theircampaigns against rebel chieftains. Even 
as late as the 185()s, at the lime of the Sepoy 
Mutiny, most of the 159 strongholds of the 
taluqdars ofOudh were mud forts bordered 
by ditches and surrounded by ‘jungles’." A 
forest was an obstacle to the movement ol 
armies; it could easily become a base of 
resistance or guerillas; it provided a conve¬ 
nient refuge to cnminal elements; in short, 
it stood m the way of political hegemony, 
and It also formed a barrier to agricultural 
expansion. Forc.st destruction was conse¬ 
quently a common feature of the colonial 
conquest in south Asia as elsewhere It is 
known,for example, thu. forests which 
protected the iicit^hts of the kingdom ot 
Kandy in Ceylon were r.i/ed at the time ol 
the British on.slaughi 
In the first pha.scs of colonisation, forest 
exploitation was generally extremely im¬ 
provident and wasteful. The scenario was 
more or less the sune evc’-i’where. The 
vastness and t'^mndance ot the forests en- 
coiiraeed the illusion that they were incx- 
haastible The most accessible stands, close 
to the coast or to river banks, were attacked 
first, and they were dc'iroyed without a 
thought for their regeneration, thus creating 
increasing difficulties, costs and delays (in 
transport, floating, etc) for later exploita¬ 
tion. The forest was gutted to procure a small 
number of precious species Dozens of trees 
were damaged in the process of felling a few. 
Ma.ssive felling was done ju.st in order to 
extract some ’minor products’, as in Java 
where sometimes several hundred camphor 
trees would be sacrificed in order to find one 
containing crystallised camphor. It must be 
added, however, that in this regard, as in the 
case of military deforestation, colonisation 
did not mark an absolute beginning, but 
often an acceleration or systematisation ot 
earlier practices, made easier by the intro¬ 
duction of more effective techniques and 
tools. Everywhere the export of valuable 
woods or ‘minor forest products’ had started 
long before colonisation. 

More radical was the ra/ing of forests to 
the ground, with the consent of the colonial 
authorities, in order to develop planiations, 
commercial cultivation or animal husband¬ 
ry. The most spectacular ecological trans¬ 
formations of this kind were those which 
took place on islands such as New Zealand, 
the Canaries or New Caledonia. New 2^aland 
was almost entirely deforested by the Eu¬ 
ropean agricultural settlers m a little more 
than a century, and most of the wood was 
burnt on the spot because the overproduc¬ 
tion was such that it had practically no 
market value. In New Caledonia, which 
became a French colony in 1853, the Kanak 
agricultural system, which was based on a 
delicate balance between forest, grasslands 
and horticulture, was driven back by Euro¬ 


pean cattle rHising. The cattle vvere ihtio- 
duced by the while settlers in the hope of 
repeating the Australian ‘miracle’. The Neo- 
Caledonian savannas were more or less 
similar to those of eastern Australia, and as 
J Barrau .says, “with their historical expe¬ 
rience of li vestiKk farming, Europeans could 
not sec these grasslands without immediate¬ 
ly thinking of cattle".Land was taken from 
the Kanaks and where necessary it was 
dclorested and converted into pastures. The 
bovines had been introduced in the 1850s 
By the 1880s, there were close to 90,(XX) ot 
them on the island, roaming freely cvery- 
wlieie, trampling down and de.siroymg the 
elaborate irrigation and drainage system of 
the Kanak hoiticuiturists. breaking up their 
gardens, and endangering their very subsis¬ 
tence. Then, as the soil was in fact poor and 
had become subject to erosion, and the grass 
overgrazed, these pastures soon became un¬ 
productive and the yield of the cattle farms 
went down This prompted the settlers to 
lake more land Irom the Kanaks In the end, 
they were confined in a few tiny reserves 
cnciicled by huge cattle farms, where each 
bull enjoyed much more living space than 
each individual Kanak in his reserve. 

This phenomenon was univeisal, though 
in differing degrees, throughout the colonial 
world, because exploitation of the land was 
one ol the mam reasons fur colonistition us 
such. Let us remember that the Permanent 
Settlement of Bengal was designed, among 
other purposes, to induce the zamindars to 
increase the profitability of their lands; the 
land revenue being fixed once for all, any 
increase in their rent rolls would remain 
exclusively theirs. This of course rcpre.sent- 
ed a powerful incitement to the clearance of 
forest and jungle on their zamindaris, and 
in this way the Permanent Settlement be¬ 
came an engine of deforestation in easteni 
India. 

Local contractors and timber dealers often 
played an important part in the deloresta- 
tion. For instance, local merchants and 
proprietors earned out reckless exploitation 
of the forest of the western ghats during the 
first half of the 19th century before the 
advent of strict government control, and 
private contractors (almost all Indian) were 
prominent in the harvesting of the ‘sal’ and 
deodar’ forests of northern India for rail¬ 
way constmction.'' The building of the huge 
railway system of the Indian empire was a 
major windfall for the Indian timber busi¬ 
ness. The story of railway deforestation in 
India is well known, and need not be repeat¬ 
ed here. Let it only be said that the railways 
required more than one million sleepers every 
year in the 187()s, each sleeper lasting 
normally 12 to 14 years. One average mature 
tree (sal, teak, and deodar being the only 
species of appropriate strength) could pro¬ 
vide .seven sleepers. Until the 1890s, when 
the use of coal began to become general, the 
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The way in which the Indian forests We 
being worked by private enterprise was as 
a rule extremely wasteful. This is one of the 
reasons of the creation of the forest depart¬ 
ment in 1864, as it appeared necessary to 
protect the forest capital of the empire more 
effectively in orc|er to cater to the needs of 
the railways, fn Sri Lanka, Ceylonese timber 
merchants (who in addition had a stake in 
coconut and rubber planting on the defor¬ 
ested areas) played a decisive role in the 
deforestation of the island. So did Indone¬ 
sian and Chinese entrepreneurs in the Indo¬ 
nesian archipelago, and Chinese dealers m 
timber and forest by-products in French 
Indochina. Yet the main agent of environ¬ 
mental transformation was the European 
coloni.ser. The local mea'hant or contractor 
who took part in the process operated within 
an economic framework which had basical¬ 
ly originated in the colonial .situation. 

The extent and methods of colonial de¬ 
forestation all over the world have been the 
subject of active research lor several years 
now. The accounts of the martyrdom of 
colonised nature in the tropical world iue 
sadly repetitive, and I wilj^notdwell at length 
on this aspect. Because of i.Se lack’'ol sci- 
enti fic knowledge the fel 1 1 ngs led to massive 
and irreparable ecological mistakes. Even 
past experience did not always restrain 
destruction, because the quest for short-term 
profit led to disregard of long-term conse¬ 
quences. One significant example is that of 
the extensive fellings earned out in Ceylon 
by the first generation ol coffee planters, 
who were but adventurers looking for quick 
profits at all cost and who were ready to 
abandon their lands as sikmi as they were 
exhausted, as the cost of virgin land at that 
time did not exceed a few shillings per acre. 
Once they had left, however, the ecological 
damage remained and the local populations 
had to put up with it. Actually, in the 
colonising countries themselves the disad¬ 
vantages of too-intense deforestation were 
well known. England and the Netherlands 
had lost almost all their forest cover when 
they started exploiting that of their tropical 
colonies. In France, the forestry school at 
Nancy was created in 1827 in response to 
the need for careful management of what 
remained of the forests in the country. But 
nowhere in the colonies was any serious 
attention paid to the necessity for scientific 
working of forests before the second half of 
the 19th or the beginning of the 20th century. 
Indigenous practices for the management of 
the natural environment were unknown or 
ignored. In pastoral zones, overgrazing was 
the great danger. 'Thus in the South African 
veldt the grass was over-cropped by the 
sheepof European settlers, whereas in former 
times the indigenous Hottentot farmers used 
to migrate with thdr cattle at the first in¬ 
dication of decline. The same was-the case 
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by the European settlers for rich natural 
pasture, and which, besides losing their 
fertility through soil erosion, were soon 
overgrown because of selective grazing by 
the cattle, by unpalatable grasses and var¬ 
ious introduced weeds."' 

One of the main reasons for these ecolog¬ 
ical failures was the fragility of the specialised 
agrosystems which took the place of the 
destroyed general i sed ecosystems. The more 
an agrosystem is specialised, the more it is 
rigid and vulnerable and the greater are the 
efforts necessary to protect it and to maintain 
its productivity. As a rule, the replacement 
of a diverse biocenosis by a monoculture 
activates predators and parasites who live 
at the expen.se of the cultivated species and 
whose impact was previously limited. The 
expansion of open, disturbed habitats favours 
the proliferation of weeds (many of which 
were unwittingly introduced by western man 
himself, particularly from the New World). 
Such ecological mechanisms soon lead to 
difficulties in maintaining the artificial 
ecoysystems, and sometimes to total fail¬ 
ures. To give only one Indian example, one 
may cite the case of the coffee plantations 
in Coorg. Coorg had been occupied by the 
British in 1834 and was still covered with 
dense evergreen forest or (to the east) thick 
jungle 20 years later. It was only after the 
advent of the European coffee planters that 
the large-scale felling of forest began. The 
first European plantation was started at 
Mercara in 18S4. Land being cheap and 
profits substantial, a veritable rush devel¬ 
oped during the following years. Thus 20,000 
acres of dense forest were cleared in a little 
more than a decade. But within a few years, 
the coffee trees began to suffer from bug, 
leaf rot and leaf disease, and they became 
prey to a devastating pest, the borer. A 
commissioner was appointed in 1868 to 
investigate the ravages of this insect. The 
felling and burning of extensive areas of 
forest had destroyed a great deal of the 
surface soil. Then the practice of exhaustive 
weeding, designed to show a clean surface 
(a clear case of imported ethno-ecological 
prejudice), increased soil erosion. Forest 
destruction caused recurrent failures of 
drainage and also induced unforeseen im¬ 
balances in the fauna. All diis largely ex¬ 
plained the proliferation of the borer. An 
increasing number of estates were aban¬ 
doned, especially after a commercial slump 
had set in because of competition from 
Brazilian coffee. And to crown it all, the 
abandoned estates were soon overgrown by 
lantana, a shrub introduced in 1863 by local 
British settlers for their gardens, which 
proHferaied across the hill-sides in the form 
of a dense scrub.This kind of ecologi^ 
Munder. due to the under-estimation of tite 
vulnerStdlkyof attifteial monocuitoral eco- 


ijwmti; occtirr^ e^Ni^iribie^ the colo¬ 
nial UtHlics. The reafforeslation with single 
species led to similar difficulties. Drastic 
changes in vegetation and mistaken agricul¬ 
tural practices such as total removal of grass- 
cover or down-slope drainage, had destruc¬ 
tive effects on soils; erosion, leaching, 
laterisation. In 19th and early 20th century 
Sri Lanka for instance, deforestation by 
coffee, tea and rubber planters caused heavy 
soil erosion. Streams and rivers were in¬ 
creasingly blocked by alluvival deposits; 
they became unnavigable and subject to 
sudden flooding; peasant irrigation systems 
and rice fields on the valley floors t^amc 
silted up. In 1931, when a soil erosion com¬ 
mission was finally set up, the director of 
the Kew Botanical Garden wrot to the 
government of Ceylon that "this island seems 
to be dissolving in water”.'* 

I will only mention in passing the question 
of the extent to which deforestation affects 
climate, and especially rainfall patterns, as 
this question, which has been a subject of 
speculation fur two centuries, is still con¬ 
troversial. But it is highly probable that the 
effect was not negligible. It was also inju¬ 
rious to the health of human populations, as 
in Sri Lanka, where recent research seems 
to show that the spread of plantations (for 
reasons which arc still debated) has aggra¬ 
vated the incidence of endemic malaria.''' 

The European onslaught on the natural 
and especially forest resources of the col¬ 
onies entailed the disruption, at least partial, 
of the mode of life of the indigenous soci¬ 
eties of the areas concerned. It is the heavily 
unequal balance of power, and the establish¬ 
ment in the conquered countries of a modem 
type of centralised rule, which made pos¬ 
sible the displacement or the forced adap¬ 
tation of these societies, whose former re¬ 
lations with their natural environment were 
more or less brutally .shattered. I would thus 
like to turn to the attitudes of the colonial 
states, particularly of the British colonial 
state in India, towards nature, its exploita¬ 
tion and conservation. 

m 

Colonial States and Nature 
Conservation 

Expixutation/Protection 

In the colonies, as a rule, the military 
administrations which took over immediate¬ 
ly after conquest were gradually replaced by 
governmental .stmctuies inspir^ by those of 
the colonising countries. Whatever the of- 
Bcial policy pronouncements, the conquered 
territories were generally organised empir¬ 
ically, according to im.nediate needs and 
without any very strong predetermined plan. 
Yet there was at the background the general 
conception of government implicit in the 
modem western liberal ideology, which is 


' that govetiiitMmt.must'be rational, soitono- 
mous and uniform. In this sense, the colonial 
governments represented to some extent 
attempts to adapt to exotic circumstances 
and conditions the processes of institutional 
development that the colonising nations had 
experienced a little earlier, or were experi¬ 
encing at about the same time. The institu¬ 
tions of government created in the colonies 
were not, however, as in the home countries, 
the outcome of endogenous historical pro¬ 
cesses. These institutions had no roots in the 
culture of the colonised societies, and they 
often did violence to them. The establish¬ 
ment of state controls over the natural 
environment must be seen as part of these 
general processes of institutional growth. It 
went hand-in-hand with the extension of 
governmental structures and regulations imo 
all domains of public life (or more exactly, 
with the expansion of the public domain and 
the creation of a new distinction between 
public and private). In India, for instance, 
the imposition of colonial state control over 
the forests during the second half of the 19th 
century was only one aspect of the all-round 
expansion of the modern state which 
characterised the post-Mutiny period of 
Indian history. Custom was being codified 
and ambitious modernising laws were passed^ 
The colonial administrative network was 
growing and coming closer to the people. 
India was entering the statistical era, and it 
was being exhaustively surveyed, described 
and inventoried by way of maps, censuses, 
gazetteers and ethnographic compilations. 
Customary rights and practices in all walks ' 
of economic life were being listed, sifted, 
redefined and recorded for fiscal and judi¬ 
cial purposes. Road communications were . 
being improved and the rail way was casting 
its net over the subcontinent. In shbrt, an 
attempt at the restructuring of Indian society 
according to the requirements of the modem 
state was under way. The seizure by the state 
of the natural resources it needed for its own 
reproduction and expansion was similarly 
on the agenda. 

There are instances of royal or aristocratic 
monopol ies o ver natural and especially forest 
resources in all great civilisations since very 
ancient times, and India is no exception to 
the rule. The prescriptions of thcArthiuhastm 
regarding the establishment of forest re¬ 
serves for the protection of elephants, which 
were a basic component of the military 
strength of the Maurya sovereigns, are often 
cited in this regard, as well as the f orest rules 
laid down by the Maratbas in the 18th century 
to cater to the needs of state naval construc¬ 
tion. What the ruling powers required ev¬ 
erywhere for civil and military building as 
well as for their navies was high quality 
timber of large diameter, usually provided 
by species of slow growth, which had to be 
efficiently preserved by successive gener- 
ations. This was the prime motive behind 
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Colbert’s Forest Ordinance of 1669 in 
Prance, which organised forest reserves 
on the basis of growth cycles of 120 years. 
Forest (and game) were also very commonly 
protected to permit the proper accomplish¬ 
ment of an important ritual, the royal hunt, 
and of its more modest replicas at the level 
of lesser princes and local lords. The at¬ 
tempts of the ruling classes to control forest 
resources are thus in most areas a very old 
story. 

What seems to have been lacking behind 
these efforts before the 18lh century, as R 
Grove has shown, is an explicit theorisation 
of the finite character of the earthly stock 
of natural resources and of the vital need to 
organise its conservation.”’ The conscious¬ 
ness of the risks consequent on centuries of 
overuse of forest resources was however 
present in 17th century Japan when the 
Tokugawa rulers decided upon increasingly 
restrictive forest legislation to avert the 
impending scarcity of timber. The fact that 
Confucianism, which stresses the notion of 
harmony between nature and stKiely, was 
then the dominant political ideology in Japan, 
may have contributed to the emergence of 
this policy.^' Yet ecological problems of 
comparable magnitude in early modemChina 
do not .seem to have evoked the same kind 
of governmental response.” The genealogy 
of modem European conservationism both 
in Europe and in the colonies from the 17th 
to the 19th centuries is now known thanks 
to the work of R Grove.” It was strongly 
influenced by the realisation of the fragility 
of overexploited forest ecoysystems in sev¬ 
eral tropical islands colonised by the French 
or the English, combined with the pre¬ 
romantic idealisation of nature. In France, 
the rigorous forest legislation of the Rev¬ 
olution and the Napoleonic Empire com¬ 
pleted and reinforced by the Forest Code of 
1827, marked the end of the extensive 
utilisation of the forests by the peasants and 
the confining of agriculture within strictly 
circumscribed spatial limits. The French 
National School of Forestry was created at 
Nancy at about the same time (1824). Nature 
had then come to be perceived not only as 
a vulnerable provider of precious resources, 
but as a public heritage to be preserved. This 
conception arose simultaneously with the 
idea of the monumental or architectural 
heritage. The phrase ‘historical monument' 
was coined in the early 19th century.” Both 
the vestiges of the national past and the 
remnants of supposedly unspoilt nature, 
forests and marshlands, sites and landscapes, 
were now viewed as a legacy from past 
generations which was to be protected. Why 
were they ‘sanctuarised’ in this way? Ap¬ 
parently mainly because they were part and 
parcel of the collective cultural identity of 
the people, of its common history, symbols 
of a beautiful or glorious past, the memory 
of which had to be protected as a base of 


ideological content of the new conser* 
vationism, it was clearly directed against the 
local populations, and especially against the 
peasants. Their customary rights of user and 
the depredations of their cattle were consid¬ 
ered from then on as the major threat to the 
remaining forest areas. 

It is no matter for surprise that these 
conservationist ideas were introduced in the 
19th and early 20th centuries in many areas 
of the tropic^ world in the wake of Euro¬ 
pean colonial expansion, though generally 
with more exclusively utilitarian aims and 
at times considerable delays. The expansion 
of stale control over nature was in fact much 
easier there because of the absolute charac¬ 
ter of colonial rule. However, one should not 
overlook the fact that official policies were 
only partially effective. There were frequent 
variations in official policy options. There 
were contradictory pressures from the non- 
official European settler communities. There 
was the chronic dearth of financial and human 
resources in a domain that was long con¬ 
sidered of secondary importance. There was 
the lack of scientific and technical expertise. 
There were the' numberless difficulties of 
policy implementation. And, last but not 
least, there was the fear of social disorders. 
In spite of considerable variations in chro¬ 
nology and emphasis from colony to colony, 
the overall line- of development was more 
or less the same everywhere. First, natural 
resources were exploited in a virtually 
uncontrolled fashion by the newcomers. Then 
the colonial authorities would begin to protect 
them for their own use. Finally, the expand¬ 
ing modern state would increasingly take 
over the management and exploitation of 
these resources, while conservationist im¬ 
peratives began to find a place in official 
policies. 

The protection of nature in the colonies 
appears to have been mostly limited to the 
minimum required for the satisfaction of the 
states’ needs for biomass. Early prohibitions 
on felling were made partly under pressure 
from the navies, for which the colonial forests 
were precious suppliers of timber for ship¬ 
building. Such was the case in the Nether¬ 
lands Indies in the 18th century, as well as 
in British India at the beginning of the 19th 
century (after American independence had 
stopped the limber supply from North 
America), in New Zealand a little later, and 
again in French Indochina in the 1860$. 
South Africa’s ‘Forest and Herbage Preser¬ 
vation Act’ dates from 1859. It was one of 
the earliest of its kind. Dutch action in 
Indonesia was unusually early, with the first 
forest regulations appearing in Java as early 
as the 17th century and the first attempts at 
sylviculture in 1730. But these were only 
sporadic localised efforts, not an overall 
policy. Forest regulations in Indonesia kept 
changing at short intervals up to the end of 


fflsuring a steady supply of tedc, In British 
India there is evidme of governmental 
interest in environmental questions at least 
from the 18405. But here also the main 
motivation was the necessity to meet state 
timber requirements (especially for ship¬ 
building and later for railway construction), 
and this was the main consideration behind 
the famous Indian Forest Act of 1878.” In 
Ceylon on the other hand, the planters’ lobby 
managed to block any serious conservation¬ 
ist attempt on the part of the government 
until the 20th century. This was even more 
the case in New Zealand, where although 
a forest la w had been passed as early as 1874, 
the public authorities shared, in a more or 
less unacknowledged fashion, the basic 
objective of the settlers, which was to extend 
agriculture through forest clearance. In the 
French colonies, where forest management 
seems to have been much less strict and 
systematic than in the British ones, no se¬ 
rious consevationist measure appears to have 
been taken before the 20th century. The 
earliest forest reserves in Indochina date 
from after 1903. They only began to be 
created in French Africa J'rom the 1920s 
onwards (although the first reports pointing 
out that they were needed date from 1900). 

Thc.se matters often aroused the interest 
of public opinion in the colonised countries 
(mostly in European circles, at least to start 
with) from the end of the 19th century 
onwards. Colonial associations for the pro¬ 
tection of nature appeared, which exerted 
pressure on the local authorities. The nation¬ 
alist movements, it must be noted, were 
often suspicious of these bodies, and .saw 
conservation as another ruseof the colonisers 
to alienate the local populations from their 
traditional natural resource bases. Official 
recognition of the gravity of the problem, 
in any case, sometimes took much longer 
to manifest. White in India the first effective 
measures of forest protection were taken 
towards the middle of the 19th century, in 
New Zealand nothing of the kind was done 
until after the first world war, and in French 
Indochina (where foresters had however, 
been giving warning reports on the topic 
since the end of the previous century) before 
1930. 

One of the major problems of forest policy 
everywhere was lack of funds. Forest ser¬ 
vices were for very long periods mere 
extension of departments of agriculture or 
revenue, and only gained independent de¬ 
partmental status much later. The forest de¬ 
partment of British India, created in 1864, 
seems to have been the first*of its kind, 
although Dutch initiatives in the same di¬ 
rection, but not followed up, had shown the 
wayin Java. Before andeven after thecreation 
of these departments, the responsibility for 
thi exploitation of the forests was often left 
to private enterprise, since the governments 
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to it upthenis^ves. Tlie n^inclt fomt 
services in Aftica and Indochina all date 
from the 20th century, and that of New 
Zealand from 1920. Oiw of the conditions 
imposed on these services was that they 
diouid be self-supporting and provide sur¬ 
plus revenue to ^e state. In India, for ex¬ 
ample, it it well known that the principle 
of British imperial policy was that the country 
had to pay for its own management. When 
the creation of the forest department was 
under discussion in the 1860s, one of the 
main objections that were raised against 
Brandis, the then inspector general of for¬ 
ests, was that a forest department was bound 
to be unprofitable and would be a burden 
on the colony’s exchequer. After the cre¬ 
ation of the forest department the suspicion 
remained, and the department always had to 
prove conclusively that it was making prof¬ 
its. Thus the forest departments had to put 
their main emphasis on commercial exploi¬ 
tation of the forests rather than on mainte¬ 
nance and improvement. The number of 
professional foresters was everywhere very 
limited. Both the administrative staff and the 
subordinate forest staff (especially forest 
guards) were few in number and for a long 
time training was inadequate. To cite an 
Indian example; in Coorg around 1890 there 
wasonlyonequalifiedforestCrfor850square 
miles of reserved and protected forests. In 
north Kanara district in 1882, there was one 
forest guard for every 60 square miles of 
reserved and protected forests. The forest¬ 
ers, as a rule, rarely had time and money to 
spend on research, and they complained 
bitterly of this. For both forest conservation 
and sylviculture, they mostly proceeded 
empirically, by imitation or by trial and 
error, with frequent failures. The conser¬ 
vator of forests for Madras Central Circle, 
in the evidence which he laid before the 
Indian industrial commission of 1917, de¬ 
clared that “the forest department in the 
Madras presidency is so seriously 
undermanned that it is quite impossible for 
any of its officers to engagein soious research 
work”, that “the government is content to 
keep it in a constant state of struggling 
inefficiency", and that “there seems to be 
a deeply rooted objection on the part of 
government to permit the growth of the 
forest organisation in this country to keep 
pace with the times”.’* 

The protection of animal life follosi^ed far 
behind forest conservation. Hunting regu¬ 
lations in the 19th century were only ar¬ 
rangements to maintain monopolies, similar 
to those imposed on their lands by the local 
rulers before the colonial era. In British 
India these regulations weighed mainly on 
tribal groups who hunted for subsistence, 
while the ‘shikar’, a European pastime, wa; 
allowed to thrive (ai it did in die princely 
states). These game laws, it must be added. 
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instituted closed hunting seasons and which 
made hunting permiu compulsory. The first 
truly conservationist acu passed for the 
protection of endangered species date from 
the 1920s in Indonesiaand the French African 
colonies. Overall, in actual official practice, 
the protection of nature, in the strong sense 
of maintaining sanctuaries Js-a recent phe¬ 
nomenon. The first wildlire sanctuary and 
the first national park were created in India 
during the last 20 years of colonial rule 
(while there are today some 70 national 
parks and more than 400 sanctuaries cov¬ 
ering 4.S per cent of the total geographical 
area of the country). Throughout the larger 
part of the colonial period, conservation of 
the natural heritage everywhere aimed pri¬ 
marily at ensuring a permanent supply of 
forest products to governments and com¬ 
merce. 

Rationalisation 

Wherever state control over colonial 
natural resources expanded for the purpose 
of organi.sed exploitation, it did so at the 
expense of local societies whose mode of 
subsistence was closely dependent on the 
natural resources in question and only 
marginally on the market. From the 
productivist point of view of modem man¬ 
agement, the indigenous cultivator with his 
customary rights of usage, his manifold uses 
of biodiversity, his small-scale, erratic clear¬ 
ings, as well as the nomadic pastoralist with 
his destructive herds, represented a hindrance 
which had to be done away with somehow 
or other. The European coloniser had been 
brought up in an old foodgrain civilisation 
and was ill-prepared to understand the 
modes of subsistence prevalent in tropical 
rainforest environments. He carried with 
him the archetypal opposition of the Latin 
agronomists between ager and saltus, which 
was deeply ingrained in the European mind. 
In his view, civiliiied order was not a climax 
forest with humans living in symbiosis with 
it, no matter how knowledgeable and so¬ 
phisticated this interaction might be, but the 
domestic order of cultivated fields, or a 
plantation of selected species, where yields 
are carefully monitored and the return of 
spontaneous vegetation efficiently prevent¬ 
ed. The representation of space which ac¬ 
companied the expansion^ of the colonial 
state was the modem conception of the 
administered space, where the cenbal au¬ 
thority carries the same weight everywhere 
within fixed territorial boundaries, where 
rights of occupation and usage are clearly 
defined, where limits are clearly drawn. This 
vision of things cannot easily accommodate 
collective and unwritten customary rights, 
the uncontrolled conqilementarity between 
agriculture and open fwest, the migratory 





htbitt of driltiilit eulrivnion and nomadic 
herdsmen. Last, states cannot function with¬ 
out revenues. Accordingly, productive acti¬ 
vities must be taxed, ai^ the exercise of 
individual rights over public resources such 
as the forest ought to ^ licensed, a practice 
which discourages wastage while producing 
income. Thus colonial states everywhere 
created from scratch vast domains of public 
forests by declaring all wood-covered areas 
without a certified owner to be government 
property. Then the social groups who de¬ 
rived all or part of their living from those 
forests on a customary basis were brought 
under strict control or displaced. In such 
cases, of course, the recourse to legal con¬ 
cepts such as ‘general intercut’ or ‘public 
good' was particularly convenient. 

Nothing typifies this attitude better than 
the frequent repression of shifting cultiva¬ 
tion. This activity more than any other felt 
the brunt of the ethnocentric ecological 
prejudices of the colonisers, because it 
combined all the features which the modem 
ideology condemns. The shifting cultivators 
felled and burned substantial areas of forest 
for the sake, it seemed, of a few poor crops 
of low yield and nutritive value. They had 
no established rights in the land they cul¬ 
tivated. lliey led an unsettled and mobile 
mode fo life and paid little or no taxes. And 
their activity seemed incompatible with any 
organised policy of forest conservation. 
Nomadic pasloralism was criticised along 
similar lines. It is usually the alleged de¬ 
structiveness of nomadic herding, its low 
profitability and the mobility and indisci¬ 
pline of the social groups practising it which 
were incriminated. The policy of the colo¬ 
nial administrations, where they were bent 
on suppressing shifting cultivation or re¬ 
stricting it, consisted in limiting the forest 
areas where the clearings were allowed, in 
reserving the activity to strictly defined social 
categories, in subjecting the grant of permits 
to the performance of labour prestations for 
the forest departments, and finally in en¬ 
couraging the populations concerned to adopt 
sedentary ways of life as settled cultivators 
or agricultural labourers. 

It is however important not to over-sim¬ 
plify colonial attitudes. In fact, they were 
neither uniform nor unchanging. By and 
large, the dominant trends were more or less 
similar all over the colonial world. But the 
timing, the thoroughness, the modalities of 
the policies varied considerably. These 
policies were rarely adopted without discus¬ 
sions, which at times developed into vehe¬ 
ment and protracted controversies, as was 
the case in India. In addition, the rules were 
often imprecise, the policy options varied, 
the latitude of evaluation and initiative left 
to the local adminutrators often consider¬ 
able. In India, the discouragement of shift¬ 
ing cultivation often began at ,he initiative 
of the district authorities, before the ques- 


2065 ^ 



tion, when it assumed importame, was 
submitted to the provincial authorities and 
by them to the central government. At that 
level, it gave rise to some heated debate 
during the last third of the 19th century. 
There were at that time among the officials 
many severe critics of the forest department, 
who indicted the ignorant and unsympathet¬ 
ic forest officers for the sufferings of the 
dispossessed hill people. But they were 
eventually defeated by the advocates of the 
‘cilvilising mission' of the colonial state 
(implicitly defined, according to the liberal 
conception, as the guardian of the general 
interest - which in the colonial context is 
not, to say the least, self-evident.) 

On a more general level, the question of 
whether management of the forests of India 
should be taken over entirely by the state 
or carried out through community forestry 
and joint management between the state and 
villagers was subject to wide debate. Brandis, 
the first inspector general of forests, consis¬ 
tently (but eventually unsuccessfully) advo¬ 
cated the constitution of village forests of 
the kind that existed in his native country, 
Germany. The government of the Madras 
presidency, which was also in favour of 
community forest management, had similar¬ 
ly to give in for the sake of the superior 
interests of the imperial government (thus 
the Madras Forest Act of 1882 followed the 
Indian Forest Act of 1878 in all essentials).” 
The same debate was going on in France at 
about the .same time between a small school 
of non-conformist foresters around Frederic 
Le Play, who refused the exclusion of the 
local communities from forest management, 
and the dominant tendency in favour of state 
monopoly over forest management. One 
authorised spokesman of state forestry 
(Berger) summed up in these terms the official 
thinking in 1865; “The slate alone, which 
does not die, can be concerned about the 
future of society and assume the task of 
raising for it the.se great plants which take 
centuries to grow.”” The terms of this old 
debate have of course become very relevant 
again in India today thanks to the rise of 
social ecology, to the work ot NGOs in this 
direction all over the country, and to the 
ongoing experiments in participatory forest 
management conducted first in West Bengal 
and then in various other states with the 
active support of the forest departments. But 
in the colonised world, the .state always had 
the last word 

Holding Out 

There was one limitation, however, which 
the colonial administrations could not total¬ 
ly ignore, which was the level of tolerance 
of the local populations. The social classes 
most affected by the regulations concerning 
the environment were often the poorest, the 
most vulnerable, the least able to pose a 


threat to die'cok^tial gdvbndni^; htalim- 
gatherers, shifting cultivators, nomadic 
pastoralists, poor peasants to whom the sup¬ 
plementary resources provided by the forest 
were indispensable. In the remote areas where 
the forest reserves were established, these 
regulations could represent the first truly 
disruptive intrusion of the modem state and 
of capitalism in the subsistence economy of 
the local people. Tlieir apparent initial resig¬ 
nation, the overwhelming inequality in the 
balance of power between them and the 
state, the lack of structured channels through 
which they could express their anger or 
distress, could often create at first in the 
minds of the colonisers the illusion that they 
were indifferent to the changes. But forest 
regulations provided a superlative Held for 
“everyday forms of peasant resistance”” in 
the shape of myriads of petty offences which 
often passed undetected and which the forest 
establishments were incapable of prevent¬ 
ing oi punishing with any efficacy. Localised 
flare-ups of violence, especially against the 
underlings of the forest administrations, were 
not infrequent however, depending on the 
circumstances. Tribal rebellions and pea,sant 
uprisings have punctuated the history of the 
colonial period everywhere. The ecological 
element that was often present in these 
movements has mostly been eclipsed in the 
eyes of historians by more obvious econom¬ 
ic, political or .religious motives. But pre¬ 
modem resistance movements can never be 
explained simply by the initiating incident 
which sparks them off. They are the outcome 
of complex combinations of social and 
cultural tensions connected in various ways 
with the life and values of the social groups 
involved, in which the disturbance of their 
relationship with nature often played an 
important part. To the colonial administra¬ 
tions, however, these crises fell under the 
category of agrarian or social disorders, the 
repression of which was part of the main¬ 
tenance of public order. They were not 
considered as a serious danger so long as 
they were not taken up and organised by the 
educated elites able to widen their range by 
using modern forms of mobilisation and 
political agitation. 

The balance of forces, from this point of 
view, varied widely from one colony to 
another. In French west Africa, where the 
classification of forests was extremely un¬ 
popular, the government was nevertheless 
strong enough to proceed with the reserva¬ 
tion of forests in the Senegal valley despite 
the violence of the protests.** In Sri Lanka, 
the effects of the development of plantation 
economy on Kandyan agriculture played a 
role in the 1848 rebellion, and the repression 
of shifting agriculture was occasionally 
slowed down by collective resistance, par¬ 
ticularly from the end of the 19th century, 
when it became a pretext of a tool in the 
conflicts which opposed local lawyers and 


speculitob'ib thee^dt^ 

Ihe political effectiveness of these acts of 
resistance was greatest when ttere was a 
conjunction of popular discontent with 
agitation organist by nationalist elites, as 
was the case in some regions in India at the 
time of the non-cooperation movement 
(1920-22), and ona much larger scale during 
the civil disobedience movement campaign 
of 1930-31, when movements which were 
labelled, in Congress parlance, as ‘forest 
.satyagrahas’ (collective non-violent viola¬ 
tions of forest regulations) erupted all over 
the country.” The spread of state control 
over the environment encountered, |p this 
case, a real obstacle. But in a context like 
this, it is in fact the colonial .situation itself 
which was being challenged, with ecolog¬ 
ical dispossession figuring as only one of 
many aspects of a domination which was 
globally called into question. India, whose 
national liberation movement was the ear¬ 
liest in the colonised world, was a precursor 
in this respect.” 

IV 

Conclusion 

Before winding up, let me first restate my 
initial point. Strictly speaking, it would be 
inaccurate to characterise colonial periods 
uniformly as the most dramatic phases of 
ecological devastation for the countries 
concerned. The first official measures for 
protecting nature, whatever their motives 
and effectiveness, arose in these countries 
on the initiative of colonial governments. 
And independence has not put a stop any¬ 
where to the destructive processes that were 
under way. On the contrary, they have 
accelerated. But it is nevertheless true that 
it was colonisation which in most cases 
initiated the processes from which ail later 
developments originated. The newly inde¬ 
pendent states took over from the colonial 
states. The economic and political pressures 
from the developed world pefsi.sted every¬ 
where after independence was acquired. 
Legislation, policies and administrativestruc- 
tures relating to the exploitation and manage¬ 
ment of natural resources were for the most 
part maintained. The disruption of the re¬ 
lationship between local societies and their 
natural resource bases has continued in the 
worldwide movement towards modernisa¬ 
tion, which goes together practically every¬ 
where with an unprecedented increase in the 
industrial demand for biomass arising from 
much higher rates of industrial growth, and 
of demographic pressure on ^e environ¬ 
ment due to the population explosion. In 
post-independence Inidia, the new ruling elite, 
supported by the business class, was com¬ 
mitted to a resource-intensive state- 
subsidised pattern of industrialisation, the 
ecological cost of which was bound to be 
heavy. But at the time, this ecologiOid trap 
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tn post^^w.'ginMh ||)(^6m,wear 
unnoticed. 

Thus the colonial phase of the history of 
uopical nature has to be set against the 
general background of the human history of 
nature. This is a history of continuous al¬ 
terations and traumas and of continuous 
human responsiveness to those changing 
conditions. Human societies have shown 
and still show an almost limitless capability 
for situational adjustment. It would be er¬ 
roneous to prewnt the precolonial relation¬ 
ship between .societies and their environ¬ 
ment as a golden age of ‘equilibrium’ which 
colonial conquest disturbed or destroyed. 
Such a view, like the now obsolete ‘tradition 
vs modernity' paradigm, assumes the nor¬ 
mative operation in precolonial times of a 
system which in reality probably never 
existed, and which is in fact a culturalist 
construct, an ideal type meant to provide a 
baseline for the assessment (and indictment) 
of colonial change. We cannot concur in the 
mythology of the unspoilt, primeval, sacred 
wilderness with which indigenous societies 
supposedly lived in pericet balance from the 
dawn ot history until the advent of Europe. 
This IS one of the myths which lie at the base 
of that green fundamentalism which is known 
nowadays as ’deep ecology ’. What we need, 
on the contrary, is a radical critique, with 
regard to this aspect, of capitalist expansion¬ 
ism, of which the colonisation of nature on ^ 
a world scale has been one of the major 
objectives, and whose essential dynamics 
remain in operation, in a multipolar and 
greatly diversified context, throughout the 
formerly colonised world today. 
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I cordially welcome you to this !l6th Annual General Meeting of t^ Company. 

RAPID GROWTH - CORPORATE STRATEGY 

Our strategy for accelerated growth is yielding results. During the year under 
review, the turnover rose to fe. 560 Crores and Cross Profit to Rs.103 Crores. 
The Net Profit at Rs. S1.5 Crores registered an increase of over over the 
previous year. Exports at Rs. 29.2 Crores were nearly two-and-a-half times 
higher. 

The momentum of rapid «owth is evident from the fact that in the last two 
years. Turnover has ooutW, Cross Profit 
has grown 2.3 times aiid Net Profit 4.8 
times. The Earnings per Share has risen to 
R 5 .i 3 .l 8 from Rs. 5.60 in 1992-93 on a 
substantially enhanced Equity Capital of 
Rs.44.88 Crores which is more than three 
times the Equity Capital in 1992-93. The 
dividend to shareholders has gone up to 
Rs.11.79 crores in 1994-95 from Rs 3.22 
Crores in 1992-93. Shareholders Funds at 
R5.677 Crores have grown by two and-a- 
half times in last two years. 

All the businesses in which the Company is 
engaged, V 12 : ftper. Cement, Polyester and 
Ma^ic Tape are sectors of high growth 
and our strategy is to grow rapidly in these 
areas. 

New capacities in Paper, Cement and 
Polyester Divisions involving an investment 
of nearly Rs.SOO Crores were commissioned 
during the year under review. These have 
started yielding results. The &05s Profit 
during the first quarter of the current year is 
higher by 40% over the corresponding 
period of the previous year. 

Further investments for increase in 
capacities and modernisation in the various 
Divisions amounting to Rs.700 Crores are 
on hand. These expansions would substantially increase the turnover and 
profit of the Company during the coming years. 

CDR ISSUE 

During the year under review, the Company made a CDR Issue of 55 million 
US dollars successfully. The CDRs are listed on the London Stocli Exchange. 

QUALITY RECOGNITION 

A Significant achievement of the year was that the Company received ISO 
9000 Certification in respect of all its Divisions and products endorsing the 
importance the Company attadies to Total Quality Standards and Systems. |K 
Paper is the fust Paper Mill in India to receive ISO 9001 certification, lakshmi 
Cement has received ISO 9002 certifiation, and |K Magnetic is die fust and 
only unit in the industry in India to receive ISO 9002. M reported last year, 
Orissa Synthetics was the first unit in the Synthetic Fibre Industry to receive ISO 
9002 for its entire range of products. 



I consider this reco^ition qf Quality Manaoement as a tribute to the credo 
of excellenoe enunciated by the fouixfii^ other of the Company, the Late 
Lala Lakshmipat Sin^nia. I also acknowledge the dedication to quality 
standards of t^ employees at aO levels leading to this international recognition. 
I am confident that all in the Company would strive to maintain and improve 
upon these standards. ^ 

PAPER AND BOARD 

|K Paper, true to its tradition, operated at more than 100 per 
cent capacity utilisation. Our products continued to enjoy 
excellent reputation for hi^ quality. 70 per cent of our 
production is of high value added special^ papers and in 
several varieties we continue to maintain maiket leadership 
with strong brand image. A new thrust resulted in trebling of exports. 

During the year under review, a new Specialty Paper Machine was 
commissionMl increasing the manufacturing 
capacity to 75,500 tpa from 60,000 tpa. 
Further, technological upgradation 
undertaken would improve brightness and 
quality of pa^, givii^ us a competitive 
edge. 

A state-of-the-art new Pulp Mill of 1,00,000 
tpa capacity being instalM would inaease 
pulp capacity, rMuce cost of production, 
and improve the quality of pulp and paper. 
This would also reduce imports of costly 
high quality pulp. 

The Paper manufacturing capacity is being 
expanoed further to 1,25,000 tpa by 
upgradation of some of the existing paper 
m^ines and installation of a new one. 
These schemes would cost around Rs 450 


The per capita consumption of paper In 
India at 3.2 kgs is far below not only the 
world average of 45.6 kgs, but even 11 kgs 
of Indonesia and 14 k^ of China.* Paper 
consumption in India «thus bound to rise 
rapidly. In this context, it is necessary thal 
India takes urgent steps to augnent its forest 
resources. The need for urg^ allowing 
industrial plantations and general 
afforestation programmes is therefore 
paramount Industrial plantations would not onty make available requisite 
pulp wood for the growing requirements of Paper Industry but also add to the 
green cover. Since these plantations have long gestation, the Government of 
India must immediately allow industrial plantations of renewable pulp wood. 
Otherwise, the consequences would be heavy Imports of pulp and paper i 
enormous cost 


CEMENT 

The Plant operated at near 100% capacity utilisation of the 
installed capacity. Lakshmi CemenL with its rigid quafity 
parameters, continues to be the brlhd leader. Ojitt 70% d 
the Company's production is of the value added 43 Grade- 

Plans are on hand to produce S3 Oade Cement whid) is a holier value added 
product. 
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The increasing thrust on roads building, development of ports, creation of-new 
capacities of power generation and other infrastructural projects and house 
building activity, is expected to result in accelerated demand growth lor 
Cement The growth rate of 8K p.a. during 1994-95 is expected to cross 10% 
in the next five years. 

The Rs 400 Crotes new.Cement Plant of 9 lac tonnes capacity was commissioned 
in March 1995 increasing the installed capacity of Lakshmi Cement to 1.5 
million Production on this unit is stabilising. The capacity of Cement is 
being further expanded to 2 million tpa by installing another unit at Lakshmi 
Cement with an investment outlay of Rs 210 Crores. 

I am happy that the new capacities.created in the Company, and in its synergy 
undertaking, )K Udaipur Udyog Limited, wilt be avaitai^ at a time when 
denund growth of cement is on fast track. 

- POLYESTER FIBRE 

The operations of the unit were affected in the last 
quarter by the unforeseen strike which has since been 
called off and normalcy restored. 

The Polyester industry has been passing through a 
difficult phase due to shortage of DMT :nd PTA in 
international markets and consequent steep rise in prices. The prices of PSF 
and POY could not rise commensurately. There are signs of improvement in 
the scenario now. 

The demand for Polyester Fibre in India increased five-fold during the period 
1984-93. The 20% growth registered in 1993 is expected to continue mainly 
on account of the high preference of masses for cheaper and more durable 
fabrics, limited availability and high prices of cotton and the thnid on export 
of cotton and synthetic textiles. 

On completion of part of the balancing scheme, the PSF/POY capacity of Orissa 
Synthetics increas^ from 23,000 tO 28,200 tpa by September 1994. It would 
further increase to 38,000 tpa by March 1996 on completion of the full scheme. 

MAGNETIC TAPE 

Sales were higher by 27%, Ma^c Tape is 
a high ^owth sector, due to the electronic 
boom with expanding middle class 
consumers. The quality of audio magnetic tape manufactured by jK Magnetics 
IS by far the best in the country and compares favourably with the reputed 
international brands. Market leader in audio pancake market, IK Magnetic is 
the preferred brand of leading music recordii^ companies in India. A major 
breakthrough has been made in exports, with highet volumes to follow. 

SYNERGY UNDERTAKINGS 

Central Pulp Mills Ud. — a dulknging (ask itampikhed 

Last year, I had reported to you of the commissioning of 45,000 tpa capacity 

paper plwt in Central Pulp Mills Ud. after renovation. I am glad to inform you 

that with the technical arid managerial inputs given by )K Corp Ltd., the two 

Paper Machines of CPM are operating at full capacity and CPM has turned the 

comer. Value added quality paper matching the market reouirements is now 

being produced and even exported by this company — a feat accomplished 

in record time. 




J.IC Udaipur Udyog Ud. (|KUUl) 

With the technical and managerial assistance of your Company, IKUUL has 
already achieved 9 lac tpa capacity and plans are afoot to increase the same 
to 1 million tpa. The turnaround of this unit was achieved during the first full 
year of operations. Substantial part of the Cement manufactured by JKUUL is 
of the value added 43 Grade. 

REMOVE CONSTRAINTS ON BUSINESS RESTRUQURINC 

The economic reforms initiated in 1991 have borne fruit. The direct results are 
evident in the largp flows of foreign investment, increased industrial activity, 
growth in imports and exports, ai^ increasing and welcome competition in 
the market place. 

With the opening of the Indian economy, and integrating it with that of the 
global, the Indian corporate sector is faced with a dual chaHenge. On the one 
hand, there are new and vast opportunities, and on the other, they have to 
operate in an intensely competitive environment. This would require the 
Iridian companies to formulate strategies to enhance productivity, efficiency 
and achieve economies of sale, in addition to induction of modern technology. 
Large amounts of apitai would have to be raised. This would necessitate 
restructuring of business, flexibility and speed in decision making. It is 
unfortunate that even after four years of liberalisation, there still exist 
considerable constraints in regard to merger, demwgers, investments and 
loans, etc. The much talked awut amendments to company law have yet to 
see the light of the day. Several su^estions including allowing non-voting 
shares, and buy-back of shares by companies are still to m accepted, although 
they are in vogue in a number of countries. I feel these measures, so very 
necessary to empower Indian corporate sector to play its due role in the rapid 
development of our economy, brook no furdier delay. 
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Demand Side F^ctore and InKy 


Pradip Maiti 
R Kavita Rao 

Using a dual economy framework, wherein the industrial sector is postulated to face an effective demand problem, 
the paper proposes to explore the extent to which demand side factors served as a constraint to growth of the Indian 
industrial sector, over the period of1960-61 to 1989-90. The main factors considered are growth of agricultural output 
and of autonomous expenditure as indicators of demand side factors. We have also sought to explore the possibility 
of changes in the nature of the underlying relationships by using dummies, to demarcate the different sub-periods. 


I 

Introduction 

INDUSTRIAI.growth in post-independence 
India has been characterised by significant 
ups and downs. These have evoked 
considerable debate regarding factors 
affecting and/or constraining such growth. 
The fact that the issues raised in this debate 
remain unresolved calls fur further 
investigations. The present paper is one such 
attempt, where we seek to explore the extent 
to which demand side factors have served 
as a constraint to India’s industrial growth. 
Such a study becomes all the more relevant 
in the context of the pi ogrammes for structural 
adjustment and policies ol liberalisation and 
privatisation being pursued in the recent 
times by the Indian government. While all 
such corrective policies arc expected to relax 
any existing bottlenecks to supplyside 
responsiveness, it becomes pertinent to assess 
the rolcof the demand factors m her industrial 
growth so far. 

The framework we shall u.se is a kind of 
dual economy framework The growth of 
an indu.strial sector is generally looked 
upon as a part of a wider process of 
development of the economy, namely, a 
transformation from a predominantly 
traditional, agrarian setup to a modern 
indu.strial economy. The literature on dual 
economy models deals with the 
characterisation of such economies and 
constraints to industrial growth therein. This 
literature comprises of broadly two kinds of 
models. The set of classical and neo-cl assical 
models deals with a supply-led industrial 
sector, where the industrial sector docs not 
face any effective demand problems.' The 
Other set of models explicitly consideis the 
problem of effective demand, where savings 
arc not automatically equal to investment/ 
autonomous expenditure and hence there 
is no guarantee that the profit maximising 
output of the industrial sector would be 
demanded. Possibleconstraints to industrial 
growth in a labour surplus economy then 
turn out to he insufficiency of autonomous 
expenditure, inadequate growth of 
agriculture, etc.- It is this latter set of models 
that we propose to use in the present paper 
for analysing the behaviour of industrial 


output in India during the period from 
1960-61 to 1989-90. 

A study of the literature on the industrial 
growth in post-independence India reveals 
that this entire period can be classified into 
three sub-periods. After an initial penod of 
rapid industrial growth of almost 8 per cent 
of per annum on an average, a phase of slow 
growth set in. This phase, usually referred 
10 as a phase of stagnation, extends from the 
middle of the 1960s to almost the end of the 
1970s during which the average annual rate 
of growth of industrial output dropped to 4 
per cent. During' this phase, of course, the 
economy had gone through two successive 
droughts m the mid-1960s, another couple 
of droughts in the early 1970s and a number 
of oil shocks in the 1970s. Industrial rale 
of growth, however, picked up in the 1980s 
when it exceeded 7 per cent per year, on an 
average. Studies exploring these different 
phenomena have put considerable emphasis 
on agriculture-industry linkages on the one 
hand, and the behaviour of autonomous 
expenditure on the other.’ As we shall see 
later, thc.se two sets of factors also assume 
vital importance in the present paper. The 
paper is organised as follows: Section I! 
presents our basic model while Section III 
reports the empirical results obtained. Some 
concluding observations are contained in 
Section IV. 

II 

The Model 

The framework to be adopted is a dual 
economy framework in which the economy 
IS disaggregated into two broad sectors- 
agriculture and non-agriculture. Non- 
agricultural sector includes industrial and 
tertiary sectors. Services produced by 
government administration will be a 
product of the non-agricultural .sector and 
government consumption expenditure is 
the main item of expenditure on that 
product. The specification of the model is 
completed by making a simplifying 
assumption, namely, that foodgrains is Up 
representative output of the agricultural 
sector. This assumption may be Justified 
by an appeal to the fact that foodgrains 
production is important not only 


quantitatively,' but also qualitatively ^ its 
output and relative price are the two basic 
variables in macro models for developing 
economies. 

The consumption demand for manu¬ 
factured goods (C comes from people 
engaged in both the sectors. Such demand 
from a sector depends on the real income 
originating in that sector and the relative 
price. If Y,, X and p are respectively non- 
agricultural output,’ foodgrains output and 
the relative price of foodgrains (i e, the ratio 
of price of foodgrains to the price of 
manufactures), may be taken to depend 
on and pX. 1116 former is a variable 
measuring real incomes of capitalists and 
workers engaged in the non-agricultural 
sector* while the latter gives a measure of 
income of cultivators. Of course, in the 
latter case one should consider not output 
of foodgrains as such, but the marketable 
or marketed surplusof foodgrains (X‘, say). 
However, to keep the structure simple and 
also because of the fact that no time 
series data on X' for the country as a whole 
are available, we shall nut introduce a 
variable like X'. Instead, we assume that 
the marketable surplus in terms of 
manufactured goods (pX*) is positively 
related to pX. However, once we recognise 
that the relevant variable which represents 
cultivators’ real income is pX‘, we have to 
keep in mind that the marketable surplus 
(X') in a period comes partly from current 
production (X) and partly from production 
in the preceding year (X.,). Hence we shall 
use two variables to represent cultivators’ 
income in the current period, namely pX 
and pX,. 

Apart from real income, the other variable 
which affects is the relative price of 
foodgrains (p). A ceteris paribus rise in p 
will induce mainly income effect on the 
demand for industrial consumer goods 
particularly by those people who are 
dependent on the markets for their 
consumption of foodgrains (e industrial 
workers). The reason is simple. Given that 
their demand for foodgrain is price- 
inelastic, a ceteris paribus rise in p will 
force them to spend a larger fraction of 
their income on foodgrains, and hence to 
reduce their expenditure on industrial 
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'me my tMtieiV 

C„ . c(Y.. pX. pX ,. p) (1) 


The aggregate demand for industrial goods 
includes not only consumption demand, but 
investment demand, export demand and 
intermediatedemand. Some of these demands 
are autonomous while the rest depend on 
sectoral outputs. However, so far as 
investmoit demand is concerned, private 
investment. (PI) is affected by government 
investment in infrastructure and other capital 
goods. We may thus postulate that the 
aggregate output of the industrial sector 
(Y^) depends on the explanatory variables 
included in equation (I) earlier as well as 
on the (real) autonomous expenditure on 
such goods (AJ; 


Y„ = d(Y.pX.pX,.p.AJ (2) 

The variable may include (real) 
government investment (Gl) and possibly 
also export of industrial goods (E„). 
However, in our empirical exercises the sum 


' as an skumoaidus )^ndab^has 

not yieldra better results thaii tlie one 
including GI only.. Hence, the variable A^ 
is taken to consist of GI only. 

The non-agricultural sector consists of 
industrial and tertiary sectors, and as 
mentioned earlier, services produced by 
government administration are a product of 
the non>agncultural. sector and an 
autonomous item of expenditure on these 
services is government consumption 
expenditure. Thus the demand for the non- 
agricultural output will be affected by all the 
variables on the RHS of equation (2) as well 
as the (real) value of government 
consumption expenditure (GC); 

Y. = /(Y pX. pX.,, p. A„. GC) (3) 

Before we proceed further, let us mention 
that (3) may be solved for Y, to express the 
effective demand for Y, in terms of other 
variables as follows; 

Y, = E (pX, pX_,. p. A„. GC) (3a) 

We now need only market demand and 


matit^blailiiif^it* relstltHn fm- fobdgrains 
to determine its relative price. There is 
already a considerable literature on the 
topic (see, for example, Cbakrabarti. 1977). 
We consider a simple model and postulate 
that the relative price of foodgrains is related 
positively to Y, and negatively to lagged 
and current outputs of foodgrains: 

p « h (Y,. X. X.,) (4) 

Equations (3) and (4) are the two basic 
relations determining equilibrium in the 
economy. Solving these for the two 
endogenous variables, Y, and p, one gets 

Y. = F(X. X,. A„. GC) (3R) 

p = H(X, X ,, A„. GC) (4R) 

Substituting the above in equations (I) 
and (2) one gets the reduced form 
expressions for C_and Y_,, the two variables 
of our interest, as follows: 

C„ « C(X. X , A„. GO (IR) 

Y^ = D(X. X, A„.GC) (2R) 


Tabix I: Estimated Loa-LiNEAR Regression Equations for the Output of Industrial Consumer Goods (C,) 
Equation _ Explanatory Vanables (in Logarithms) _ 


No 

Intercept 

A, 

CiC 

A, 

X 

x„ 

pX 

px.. 

P 

D 

DA. 

D' 


DW 

l.l 

0.277 

0.118 

0 220 


O.IOt 

0141 







0.982 

1.88 


(2 16) 

(2.72) 

(5,01) 


(1.59) 

(2 0!) 









1.2 

-0.061 



0.343 

0.115 

0.139 







0.981 

1.86 


(-0.52) 



(8.74) 

(1.83) 

(1 97) 









1.3 

(-0.095) 

0.154 

0.184 




0.1.39 

0.134 

-0.221 




0.981 

1.91 


(-0.17) 

(2.76) 

(2.790) 




(2.05) 

(1.63) 

(-2.45) 






1.4 

-0.465 



0.340 



0.139 

0.138 

-0.207 




0.982 

1.95 


(-1.43) 



(8.91) 



(2.22) 

(1.88) 

(-2.36) 






1.5 

0.493 



0.275 

0.119 

0 161 




-0.830 

0.083 

-0.036 

0.982 

2.00 


(1.37) 



(4.79) 

(1.87) 

(2 22) 




(-I..52) 

(1-36) 

(-1.56) 




Notes: K' denotes coefficient of determination adjusted for degrees of freedom and DW, the Duibin-Waison statistic. 

The figure in parenthesis below an estimated coefficient gives its t-ratio. The same practice is followed for Table 2 also. The dummy variables 
in Tables I and 2 are defined as follows. 

In D' =1, for each year from 1960-61 to 1964-65; 

0 , for all other years. 



In D = I, for each year from 1980-81 to 1989-90; 

0 . for all other years. 

Tabue 2: Estimated Log-Linear Regression Equations for the Output of Industrial Sector (Y_) 


Equation_ Explanatory Variables (in Logarithms) 


No 

Intercept 

A. 

GC 

A. 

X 

X.. 

pX 

px, 

P 

D 

DA. 

D' 

R* 

DW 

2.1 

(-4.166) 

0.157 

0.602 


0.214 

0 131 







0.994 

0.98 


(-27,98) 

(3.12) 

(11.80) 


(2.89) 

(161) 









2.2 

-5,107 



0.767 

0.285 

0.135 







0.989 

0.79 


(-27..54) 



(12.43) 

(2.89) 

(1.22) 









2.3 

-4.805 

0.206 

0.529 ' 




0.256 

0.187 

-0.3.54 




0.995 

1.19 


(-8.31) 

(3.47) 

(7-50) 




(3.54) 

(2.13) 

(-3.68) 






24 

-6.533 



0.716 



0.304 

0.271 

-0.310 




0.994 

1.40 


(-16.70) 



(15.61) 



(4.02) 

(3.07) 

(-2.94) 






2.5 

-5.193 



0.781 



0.310 

0.104 


-0.047 


-0.060 

0.992 

.1.19 


(-13.37) 



(11.60) 



(3.64) 

(1.06) 


(-1.39) 


(-2.17) 



2.6 

-5.534 



0.814 

0.327 

0.089 




-1.186 0.0108 


0.991 

1.34 


(-16.03) 



(12.05) 

(3.62) 

(0.87) 




(-1.47) 

(1.37) 




2.7 

-4.423 



0.681 

0.331 

0.129 




-2.296 

0.221 

-0.096 

0,994 

161 


(-10.66) 



(laao) 

(4.51) 

(1.5.1) 




(-3.17) 

(.3.11) 

(-3.64) 



2 .8* 

^.340 



0.(l72 

0J14 

0.146 




-2.269 

0.219 

-0.097 

0.990 

1.88 


(•4.42) 



(9.41) 

(4.38) 

(1.82) 




(-2.73) 

(2.69) 

(-3.31) 




* TMt equation is obutined by re-«stimMing eq (2.7) after uoirecting for first-order autocorreladoa of the residuBls. 
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Our final step is to estimate the relations 
(IR) and (2R). This is discussed in the next 
section. 

Ill 

Empirical Results 

In the empirical exercise the two variables 
and are represented by the two 
production indices, viz, the index of 
production of industrial consumer goods 
and the general (i e, all commodity) index 
of industrial production, respectively. We 
have tried to fit both linear and log-linear 
regression equations for each variable. In 
each case log-linear equations have yielded 
better results and hence only these are 
reported in Tables I and 2. All equations 
are estimated by the OLS method and by 
using the annual observations' on the 
variables over the period from 1960-61 
through 1989-90. 

Output of Industrial Consumer Goods (CJ 

Table I reports results for C^. TTie first 
.exercise involving A^, GC and the two series 
of foodgrains output as regressors yields 
good results with expected signs and 
satisfactory t_ratio for all estimated 
coefficients; is quite high and DW 
statistic is satisfactory (eq 1.1 in Table 1). 
If and GC are lumped together to form 
a single variable, the total autonomous 
expenditure on non-agricultural output (i c, 
A = A + GC), the result remains almost 
the same (eq 1.2) and the estimated 
coefficient of turns out to be just equal 
to the sum of those of A^^^ and GC in 
eq (1.1). Henceforth, we shall report results 
involving mainly the total autonomous 
expenditure. A^. It may be of some interest 
to inquire how equation (I) will look 
empirically when is replaced by the 
expression (3a). Equations (1.3) and (1.4) 
of Table I show results of such exercises.'' 
The results are very good and all coefficients 
including that of p are of expected signs 
and have high t-ratios. 

As we have mentioned earlier, the two 
widely debated issues in the context of 
India’s industrial growth arc those of 
industrial stagnation and revival which are 
supposed to have occurred around the mid- 
1960s and during the period of the i980s, 
respectively. We have .sought to investigate 
these issues in an indirect way, namely, by 
examining whether the structure of relations 
postulated in (IR) and (2R) would exhibit 
shifts across different periods. For this 
purpose, we consider a number of dummy 
variables - two intercept dummies (D' and 
D) for the two periods, viz, the first half 
of the 1960s and the 1980s and a slopr 
dummy for autonomous expenditure (DA,) 
tor the 1980$. The best result is obtaini^ 
when all the dummies are present (eq I .S). 


We find that all dummies have coefficients 
higher than unity, DW statistic is 2 ^ the 
slope dummy DA has a small positive co¬ 
efficient. Although R' remains the same as 
in equation (1.2), we choose equation (1.5). 

Aggregate Output of Manufacturing 
Sector (YJ 

With two scries of foodgrains output 
and A,, and GC separately or their aggre¬ 
gate A, as regressors, the estimated 
equations turn out to be quite good, except 
for the low value of the DW statistic and 
low t-value of the coefficient of X , 
(equations (2.1) and (2.2) of Table 2). 
Once again, one may be interested to know 
the empirical counterpart of equation (2) 
when Y, is replaced by the expression (3a). 
The results for such partial reduced form 
expressions, given in equations (2.3) and 
(2.4) of Table 2, show that all coefficients 
have expected signs and are also highly 
significant. Interestingly, comparing 
eq (2.3) with eq (2.1) or eq (2.4) with 
eq (2.2), one finds that estimated 


coefficients of a given regrestor an very 
close in the two equations. 

In order to investigate whether the 
relation involving these variables has 
undergone any shifts over time we intro¬ 
duce, as before, the three dummy variables, 
D , DA, and D'. Regression results 
involving alternative combinations of these 
dummies are shown in equations (2.5) - 

(2.7) of Table 2. We observe that 
coefficients of all the dummies are 
significant along with those of other 
explanatory variables." However, values 
of DW statistic for these equations are low, 
except that for equation (2.7), which falls in 
the inconclusive range. For the equation 

(2.7) , the first-order autocorrelation 
coefficient (p), based on the regression 
residuals, is estimated to be 0.1935. Using 
this estimate of p, the equation (2.7) is 
re-estimated after correcting for first-order 
autocorrelation and (2.8) gives this re- 
estimated equation. We observe that DW 
statistic has improved substantially and 
magnitudes as well as t-ratios of all 
coefficients have remained more or less 


Table 3. Data on Selelted Macro Variables of thf Indian Economy 


Year 


Index of Industrial 
' Production 
(Base 1980-81 = 100) 


Consumer General 

goods 

C. Y. 


Relative Pnee Foodgrains 

of Foodgrains Output' 

(Base 1981-82 (Million 

= 100) Tonnes) 


Government Final 
Expenditures 
at 1980-81 Pnees 

(in Rs Crore) _ 

Investment Consumption 


P X 


A, GC 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1960-61 

63 2 

36.2 

94 5 

72.0 

5151 

3573 

1961-62 

647 

39.2 

91.9 

72 1 

5102 

3836 

1962-63 

64.2 

42.9 

92 7 

70.3 

5873 

4629 

1963-64 

68.5 

46.9 

95.9 

706 

6611 

5733 

1964-65 

72.9 

51.0 

II4.I 

78 2 

7411 

5939 

1965-66 

73.8 

53 8 

114 5 

63.3 

7798 

6516 

1966-67 

73 4 

54.1 

120.8 

65.0 

6777 

6572 

1967-68 

69.5 

54.7 

135.6 

83.2 

6237 

6705 

1968-69 

76.0 

58.5 

119.2 

82.3 

6312 

7073 

1969-70 

79.5 

62 9 

123 3 

87.1 

6179 

7764 

1970-71 

80.1 

65.4 

113.8 

94.9 

6335 

8492 

1971-72 

81.4 

69.1 

107.9 

92.0 

7006 

9369 

1972-73 

84.5 

71 8 

1118 

84.9 

8316 

9402 

1973-74 

84.6 

72.4 

115.9 

91.6 

8137 

9305 

1974-75 

88.3 

74.7 

132.2 

87.4 

6957 

8875 

1975-76 

86.9 

79.6 

IIS.8 

105.9 

8201 

9799 

1976-77 

89.5 

87.3 

99.4 

97.3 

10144 

10576 

1977-78 

92.2 

90.6 

108.5 

110.6 

10806 

10898 

1978-79 

99.7 

97.5 

109.7 

115.4 

10843 

11706 

1979-80 

94.4 

96.2 

98.0 

96.0 

11142 

12424 

1980-81 

100.0 

100.0 

96.0 

113.4 

11693 

13084 

1981-82 

106.0 

109.3 

100.0 

116.6 

13152 

13663 

1982-83 

103.4 

112.8 

105.5 

113.3 

15247 

15075 

1983-84 

108.1 

120.4 

108.7 

133.3 

15551 

15718 

1984-85 

114.0 

130.7 

99.7 

127.4 

16433 „ 

16983 

1985-86 

122.6 

142.1 

100.1 

131.6 

17080 

•18924 

1986-87 

127.2 

155.1 

100.2 

125.5 

19231 

20849 

1987-88 

126.0 

166.4 

102.0 

122.8 

18660 

22660 

1988-89 

127.5 

180.9 

106.7 

148.7 

19490 

23877 

1989-90 

132.9 

196.4 

97.9 

149.7 

20042 

25337 

Note: • The value of X for 1959-60 it 67.5. 


See R^o (1993) for tiK sources and method of computation of these data. 
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unchanged. Obb ibiay, th^foie, 
either equation (2.7) or eqtiatioti (2.8). 

IV 

Conclusion 

Our empirical results show that policy 
variables like govemnwnt consumption and 
investment expenditures have played a 
crucial role in influencing the industrial 
production in India during the last three 
decades. These are all demand variables. 
Another factor is also found to have been 
important, viz, the growth of the agricultural 
output - perhaps a mixed variable 
representing both demand pressures and 
supply of wage goods. These are in fact the 
variables which are supposed to play vital 
roles in process of industrialisation in the 
various dual economy models. 

An interesting observation of the study is 
that the elasticity of industrial output with 
respect to a given explanatory variable has 
varied across different periods. As the 
positive coefflcients of the slope dummy 
DA^ in the two tables indicate, a one percent 
increase in autonomous expenditure (A_,) is 
observed to induce a larger increase in toth 
the aggregate industrial output and output 
of the industrial conmsumer goods in the 
1980s than in the preceding period. Some 
plausible explanations may be advanced for 
such an inaease in the value(s) of multiplier 
corresponding to autonomous expenditure 
in the 1980s. The marginal propensity to 
invest might have been higher in the 1980s; 
also the marginal propensity to consume the 
industrial good might have been larger in 
the 1980s, presumably owing to some shifts 
in the distribution of personal disposable 
income in this period towards groups 
having higher propensity to consume the 
industrial good. Another contributory 
factor seems to be the change in the pattern 
of expenditures and revenues of the 
government in the 1980s. While the tax rates 
are found to be more or less stable in the 
i980s [Sen Gupta 1993; Kelkaretal 1991], 
transfer as a percentage of total expenditure 
and presumably as a proportion of GDP has 
increased [Rao and Tulsidhar 1991:19}. This 
might have increased the multiplier effect 
associated with a given increase in 
autonomous expenditure in the 1980s than 
in the past. 

Notes 

(Comments from Amitava Bose and technical 
assistance from Shubendu Chakravarty and 
Somesh Saha are gratefully acknowledged. 
Authors themselves ace, however, lesponsibte for 
whatever errors still remain.] 

i The pioneering models in this group ate Lewis 
(I9M), Jorgenson (1961) and Fei-Raiils 
(i964). A survey of some of these models can 
be found iit IMxit (1973). 


2 Rakriut(1982)b^Aiipfbt^tnBcr6.models 
involving demand constrained industrial 
sector. A survey of all the different types of 
models can be found in Rao (1992). 

3 See, for example, the studies by Ahluwalia 
(1985, 1991), Bagchi (1970), Chakravaijy 
(1979), Lahiri et al (1984), Nagraj (1992), 
Rangarajan (1982). A critical analysis of 
the various studies on behaviour of indusuial 
output can be found in Rao (1993). 

4 For instance, foodgrains output has a weight 
of 68 I per cent in the index numbers of 
India's agricultural production with the 
triennium ending 1969-70 s 100 as the base. 

5 This may be interpreted as the value of 
outputs of non-agricultural goods at constant 
prices. 

6 A rise in is expected to raise the income 
of the workers. Further, if the outputs are 
demand-constrained, producers produce less 
than their profit maximising levels of output 
and hence a rise in output will raise their 
(Nofits also (Rakshit 1982:19]. 

7 A clear exposition of such effects of p on 

IS given in Rao (1992). See also Bose (1993). 

8 The data are given in Table 3. The sources 
and the methods of construction of these 
series are discussed in Rao (1993). 

9 Since pX and pX., appear as regressors, 
these equations may be called partial 
reduced form equations. Given that these 
equations contain an endogenous variable 
p and that we are using OLS, these particular 
estimates may suffer from simultaneous 
equation bias. 

I Lillis may imply that coefficients in equa¬ 

tions (2.3) and (2.4) are not very much 
affected by simultaneous equation bias 

II We have also tned with a slope dummy for 

A, for the period of the first half of the 1960s, 
but its coefficiem has not turned out to be 
significant. I 
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Missing Females: A Disag^gated AnalySB 

S B Agnihotri 

The problem of sex ratio imbalance in India needs a disaggregated analysis. The absence of such analysis masks 
the seriousness of the problem among certain groups and in certain areas. This paper presents data on the 
female/male ratio for scheduled castes, scheduled tribes and the rest of the population. While further disaggregation 
among various subgroups is necessary, the data presented here help to identify some major problem areas. 


THE adverse femaje-to-malc sex ratios in 
South Asia has attracted considerable 
academic and policy concern in the recent 
years. Among different regions of the world, 
South Asia stands out both for low sex ratios 
and lower lifeexpectancy at birth for females 
[Sen 1987 T-l). The Indian subcontinent 
represents extreme manifestation of this 
pattmi. 

Census reports in India have voiced 
concern over the declining trends in the sex 
ratios [Nath 1991], This decline has taken 
place steadily since the turn of the century 
(Bose 1991], The seeming reversal in this 
trend in the 1981 Census had given rise to 
much optimism. This has turned out to be 
short-lived with the 1991 Census figures 
indicating a decline in this ratio to 927 
females per thousand males. Available data 
reveal that increased urbanisation or 
improved economic prosperity has not 
necessarily resulted in correcting thc.se 
adverse trends [Kynch and Sen 1983; 
Krishnaji 1987]. As to the understanding of 
the phenomenon, the official position is that 
it is "... difficult to pinpoint any particular 
reason for the declining sex ratios which 
requireadetajledanalysis...’'[Nathopcit]. 

ilie available literature on this subject 
is dominated by two themes and an 
omission - that will be the subject matter 
of some detailed analysis below. The 
‘omission* refers to the absence of an 
analysis of the sex ratio patterns among 
three distinct categories of the Indian 
population - the tribals, the scheduled 
castes (once considered untouchables) and 
the others - normally referred to as the 
'general' category. The analyses currently 
done do look at different categories - urban 
and rural, different regions or different 
occupational groups like cultivators, 
agricultural labourers and the non- 
agricultural workers. The analysis in terms 
of the scheduled tribes, the schooled castes 
and the general or the non-scheduied 
components of the total population is absent. 

Miller (1981) in her otherwise 
authoritative analysis of the juvenile sex 
ratios in India has explicitly opted out of 
this line of analysis and has instead taken 
up individual castewise analysis.' Two of 
the most recent and detailed reviews on 
this issue, viz, Chatterjee (1990) and Bennct 
et al (1991) do not cover this aspect either. 


A literature search between 1981 and 1991 
also indicates that this line of analysis has 
not been pursued. 

This omission is surprising because 
anyone familiar with the tribal Indian 
society cannot miss out its similarities with 
Boserup’s ‘female farming system’. These 
are high female labour participation, 
prevalence of shifting cultivation, late 
entry or even absence of plough and low 
level of monetisation of the economy. 
Boserup (1976) has herself pointed this 
out. She has also mentioned the scheduled 
castes as being major suppliers of casual 
labour and being ‘unpropertied’ class in 
Miller’s terms [Miler 1981 ]. The supply of 
casual labour covers both agricultural and 
non-agricultural sectors. These arc 
important respects in terms of which the 
ST and the SC populations differ from the 
‘general’ population. 

One would prima facie expect, therefore, 
a difference in the sex ratio pattern among 
these three groups. An analysis of the 
census date of three decades 1961 to 1991 
indicates this to be indeed the case 
(Table 2). The female-male ratio (fmr) 
values expressed as number of females per 
thousand male population, are significantly 
higher for the tribal population and closer 
to the African ratios. This is followed by 
fmr values for the Scheduled Caste 
population, while the fmr values for the 
non-SC/ST population have been the lowest 
until recently. The difference between fmr 
values for SC and non-SC/ST or ‘general’ 
population has narrowed down during the 
last two decades. 

The fmr pattern presented in Table 2, is 
both interesting and worrying. It also brings 
out the merit in disaggregation of the data 
in more than one ways. It allows one to 
compare the fmr data across the three 
socioeconomic groups, across different 
states and over the four decades, viz, 1961 
to 1991. 

The first feature to be noticed is that the 
problem of declining fmrs is more serious 
than envisaged so far for the ‘general’ 
category in a number of states and for the 
Scheduled Castes as a whole. For the 
scheduled castes the overall fmr declined 
further by three points during 1971-1981 
when the overall fmr for the total population 
went up, even if temporarily. This decline 


is seen in almost all states including 
Tamil Nadu and Andhra. Only Himachal 
Pradesh and Punjab in the north, Kerala in 
the south, West Bengal, Assam alhd 
Sikkim in the cast were significant 
exceptions. The decline was pronounced 
in the cowbelt Bihar, UP, MPand Haryana. 
It was also pronounced in Orissa as well. 
During 1981-1991 decade, the decline in 
fmr has been significant for ST population 
as well - from 983 in 1981 to 972 in 1991. 

It needs to be stressed that the absence 
of such disaggregation had masked some 
of the drastic reductions in fmr that took 
place in the past. During 1961-1971 the 
declines in fmr values among some of the 
groups were as sharp as 50 females per 
1000 males in Bihar, 32 females per 1000 
males in MP, 23 females per thousand 
males in Orissa and 45 females per thousand 
males in UP. Hardly any attention has been 
focused on these sharp declines. Similar 
sharp declines have taken place during 
1981-1991 also. Interestingly, wherever 
the fmr values for SC population have 
gone up, the ‘general’ category fmr values 
have gone up. But the converse is not 
necessarily true. 


Tabi.k I. Sfcx Ratio and Life Expextancy Ratio 
(Female/Male) 


Region 

Sex Ratio 
(1980) 

Life 

Expccuincy 

Ratio 

(1980-85) 

World 

0.990 

1.047 

Western Europe 

1.064 

1.104 

Eastern Europe 

1.056 

1.098 

United States 

1.054 

1 106 

Latin America 

0.999 

1.047 

Asia 

0.953 

1.022 

India 

0.931 

0.993 

Pakistan 

0.929 

0.961 

Bangladesh 

0.939 

0.979 

Western Asia 

0.940 

1.052 

Eastern and 



south-eastern Asia 

1.008 

1.065 

China 

0.941 

1.404 

Africa 

1.015 

« 1.065 

Northern Africa 

0.986 

1.060 

Non-Northern Africa 

1,024 

1.021 


Source: Sen, A K (1987b); ‘Africa and India- 
What Do We Have to Learn from 
Each Other?’ WIDER Discussion 
Paper No 19. 
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Another interesting way of looking at 
the same information is to calculate the 
number of missing females. If we take, 
say, the 1961 fmr (941) as the base fmr, 
then the number of missing females in, 
say, 1991 would be the number of 
women required to be added to the 1991 
female population, so as to have the same 
fmr as in 1961. This number can be 
expressed a»: 


dw = (fmr{61)fmr(91)]*M(91) ...3.1 


Census. , ' 

This is straightforward, as. 

fmr (91) = W(91) / M(91). and. 
fmr (61) - fmr (91) = [W(91) + dW)/ 
M(91)-W(91)/M(91) ...3.2 

Readjusting this we get the expression 3.1 
above. 

An exercise on above lines for 1981 
shows the number of total missing females 
to be 31.24 lakh. The ST population 
accounts for only 3 per cent of this 
number. STs form about 7 per cent of the 


pc^uitalioi^l , s«ecQ«litftirl9per 
c^t of the missing females although they 
make 14.6 per cent of the population as ^ 
their share. The two figures for general 
category are 68 per cent and 78.5 per cent 
respectively. 

The choice of an adhoc base, however, 
creates a problem in further disaggre- 
gationof the data. This is because the 
total fmr 

F = W/M = ZW(i)/M = Z{W(i)/M(i))* 
{M(i)/M) ...3.3 

or, F = Zp(i) * f(i) ...3.4 


Table 2: FMR Table 
(No of women per thousand men) 


State/Union 

Territories 

Year 

Total 

FMR 

SC 

FMR 

ST 

FMR 

FMR 

Non 

SC-ST 

State/Union 

Territories 

Year 

Total 

FMR 

.SC 

FMR 

ST 

FMR 

FMR 

Non 

SC-ST 

India 

1961 

941 

957 

987 

934 

Maharashtra 

1961 

936 

962 




1971 

930 

935 

982 

924 


1971 

930 

947 

973 

926 


1981 

934 

932 

983 

930 


1981 

937 

948 

974 

932 


1991 

927 

922 

972 

923 


1991 

934 

944 

968 

926 

Andhra Pradesh 

1961 

981 

980 

976 

982 

Manipur 

1961 

1,015 

942 

1.022 

1,014 


1971 

977 

973 

973 

977 


1971 

980 

914 

1,009 

969 


1981 

975 

971 

962 

977 


1981 

971 

956 

975 

969 


1991 

972 

969 

960 

974 


1991 

958 

973 

959 

957 

Arunachal Pradesh 

l%l 

894 


1,013 

299 

Meghalaya 

1961 

937 

796 

1,001 

670 


1971 

861 

904 

1.007 

460 


1971 

942 

898 

996 

743 


1981 

862 

592 

1,005 

599 


1981 

954 

790 

1,002 

776 


1991 

8.59 

627 

998 

658 


1991 

955 

821 

997 

739 

Assam 

1961 

869 

883 

918 

862 

Mizoram 

1961 

1.009 

0 

1,026 

390 


1971 

896 

917 

960 

886 


1971 

946 

38 

1,021 

208 


1981 

901 



901 


1981 

919 

125 

997 

227 


1991 

923 

919 

967 

916 


1991 

921 

157 

982 

243 

Bihar 

1961 

994 

1,031 

1,014 

985 

Nagaland 

1961 

933 

575 

1,007 

287 


1971 

9.54 

981 

1.003 

943 


1971 

871 

- 

973 

332 


1981 

946 

966 

993 

937 


1981 

863 

- 

955 

495 


1991 

911 

914 

971 

905 


1991 

888 

- 

946 

558 

Goa 

1961 

1,066 



1,066 

Oris.sa 

1961 

1,001 

1,015 

1,016 

991 


1971 

981 

936 

742 

982 


1971 

988 

993 

1,007 

979 


1981 

975 

956 

845 

976 


1981 

981 

988 

1,012 

969 


1991 

967 

967 

889 

967 


1991 

971 

975 

1,002 

959 

Gujarat 

1961 

940 

972 

970 

913 

Punjab 

1961 

8.54 

858 

- 

852 

1971 

934 

950 

968 

927 


1971 

865 

856 

- 

868 


1981 

942 

942 

976 

9.36 


1981 

879 

868 

~ 

883 


1991 

934 

925 

967 

929 


1991 

882 

873 


885 

Haryana 

1%1 

868 

894 

- 

863 

Rajasthan 

1961 

908 

923 

926 

902 

1971 

867 

871 


866 


1971 

911 

914 

930 

907 


1981 

870 

864 

_ 

872 


1981 

919 

913 

945 

916 


1991 

865 

860 

_ 

866 


1991 

910 

899 

930 

909 

Himachal Pradesh 

1961 

938 

934 

983 

937 

Sikkim 

1961 

904 

- 

- 

904 


1971 

958 

9.50 

1,000 

959 


1971 

863 

842 

- 

864 


1981 

973 

939 

978 

977 


1981 

835 

913 

927 

801 


1991 

976 

967 

981 

978 


1991 

878 

939 

914 

862 

Jammu and Kashmir 

1961 

878 

890 

_ 

876 

Tamil Nadu 

1961 

992 

993 

951 

pn** 


1971 

878 

924 

_ 

874 


1971 

978 

984 

951 

977 


1981 

892, 

922 

_ 

889 


1981 

977 

980 

968 

976 


1991 

* 


_ 



1991 

974 

9?i 

960 

973 

Karnataka 

1961 

959 

965 

953 

958 

Tripura 

1961 

932 

921 

955 

921 


1971 

937 

957 

957 

957 


1971 

943 

940 

954 

938 


1981 

963 

968 

971 

961 

% 

1981 

946 

942 

962 

940 


1991 

960 

962 

961 

9.59 


1991 

945 

949 

965 

931 

Kerala 

1961 

1,022 

1,013 

1,006 

1,022 

Uttar Pradesh 

1961 

909 

941 


901 


1971 

1,016 

1,012 

995 

1,017 


1971 

879 

896 

880 

874 


1981 

1,032 

1,022 

992 

1,033 


1981 

885 

892 

915 

883 


1991 

1,036 

1,029 

996 

1,0.38 


1991 

879 

877 

914 

879 

Madhya Pradesh 

1961 

953 

in 

1,003 

934 

West Bengal 

1961 

878 

916 

969 

861 

1971 

941 

941 

998 

925 


1971 

891 

927 

955 

877 ■ 


1981 

943 

932 

997 

926 


1981 

911 

926 

969 

902 


1991 

931 

913 

985 

916 


1991 

917 

931 

964 

844 
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Where M'(i) and W(i) are men and women 
in ith category and F^i) is the proportion of 
male population. 

It is easy to see that further disaggregation 
would render 

F = Xp(i)*f(i) = I[p(i)* p(i, j).f{i, j)I ...3.5 

i.j 

and so on where f(i, j) is the fmr for the 
jth subgroup of ith category and p(i, j) the 
proportion of male population of the jth 
subgroup to that of the ith category. 

If we use the above expression into the 
expression for missing females, i e, in 3.3 
above the disaggregation would become 
‘ messy indeed. A simple way out of this 
would be to take the desirable or ‘base’ 

’ fmr to be unity or 1000 females per 
thousand men. In that event, the number 
of missing females dW = M - W; i e, the 
difference between the male and the 
female population would give the number 
of missing females. This expression lends 
itseifimmediatelyto further disaggregation, 
for, 

dW = IdW(ij,k...) = Z [M{i j.k....) 

- W(io,k...)] ...3.6 

where ij,k... represent the progressive 
disaggregation into different relevant 
subgroups. One could now really play around 
with disaggregation as the reference fmr has 
been ‘normalised* to unity. 

Table 3 gives the estimate of the missing 
females statewise and category wise arrived 
at in the above manner. It also shows the 
incremental increase in the number of 
missing females in successive decades. 
Tables 4.1, 4.2, 4.3 and 4.4 estimate this 
number for the 1991 census data. It also 
indicates the percentage contribution made 
by a particular state to the number of missing 
females in a given category to that at all 
India level. This is further compared to the 
share of population of that state to the all 
India population in that category. This helps 
one in getting some idea whether the state 
contributes disproportionately or 
otherwise to the number of missing females 
in a given category. Andhra Pradesh, for 
example, has 7.93 per cent of the country ’ s 
population but its contribution to the 
number of missing females is hardly 2.9S 
per cent. U.P. on the other hand has 16.59 
per cent of the country’s population but 
contributes 28.14 per cent of the number 
of missing females. 

In addition to this we also have to look 
at whether the fmr is declining or increasing 
in a. given category and in a given state. 
Some states may be doing badly on all the 
three scores, e g, larger contribution to the 
number of missing females on all India 
basis in a given category compared to its 
share of population, larger contribution to 
overall missing female population in the 
state compared to its share in population 


and declining Hmr. Some offers may be 
improving in all three respects. For 
scheduled castes, UP provides the example 
of the former while Kerala provide;! an 
example in latter category. West Bengal 
on the other hand gives a mixed picture 
of high contribution to the number of 
missing SC females but steadily improving 
fmr. ■ 

The number of missing females has gone 
up from 133.52 lakh in 1961 to3l8.491akh 
in 1991. However, the tribals who 
contribute about 8 per cent to country's 
population contribute about 3 per cent to 
the missing female population. The non- 
SC/ST category contributes disproportion¬ 
ately to it - about 79.3 per cent while its 
share of population is 75.4*per cent. The 
scheduled castes contributed 17.69 per cent 
to the missing female population as against 
their share of 16.5 per cent of the overall 
population. 

If we notice the trend across time, the 
incremental increase in the number of 
missing females has gone up sharply in 


•1991. Purtheir, the peroeat^ecOMributlon 
of the SC population to the missing female 
population is increasing while that of the 
‘general’ category coming down. In fact, 
the picture becomes sharper in focus if 
we look at the addition to the number of 
missing females across 1971-1991 
period. Thp contribution of ST, SC and 
general streams to this addition (66 lakhs) 
in 1971 was 2.3 per cent, 19 per cent and 
78.8 per cent which changed to 5.6 per 
cent, 21.2 per cent and 73.2 per cent, 
respectively. 

If we disaggregate the data at the state 
level, few more useful insights can- be 
obtained. Different states contribute 
differently to the national aggregate and one 
can identify the major contributors or 
‘culprits' in a given category. The trend in 
fmr pattern in such states is also worth 
noting. 

The ST population: Three categories of 
states can Ire mainly discerned on the basis 
of the fmr - the tribal majority states, states 
with significant tribal population, i e, Orissa 


TABLE 4.1: Missing Females-Statewise 1991 
(Total Population) 


State/UT 

Male 

Female 

(in 000s) 

Missing 

Female 

Percentage 
Contribution 
All India 
Total 

Percentage 
Share of 
Population 

India 

4352.16 

4033 68 

318.49 

100.00 

100.00 

Andhra Praitesh 

337.25 

327.83 

9.41 

'2.96 

7.93 

Arunachal Pradesh 

4.65 

4.00 

0.65 

0.21 

0.10 

Assam 

116.58 

107.56 

9.02 

2.83 

2.67 

Bihar 

452.02 

411.72 

40.30 

12.65 

10..30 

Goa ^ 

5.95 

5 75 

0.20 

0.06 

0.14 

Gujarat 

213.55 

199.54 

14.01 

4.40 

4.93 

Haryana 

88.27 

76.36 

11.91 

3.74 

1.96 

Himachal Pradesh 

26.17 

25.53 

0.64 

0.20 

0.62 

Jammu and Kashmir 

- 

- 


_ 


Karnataka 

229.52 

220.25 

9.27 

2.91 

5.36 

Kerala 

142.89 

148.10 

-5.21 

(1.63) 

3.47 

Madhya Pradesh 

342.67 

319.14 

23.53 

.7.39 

7.89 

Maharashtra 

408.26 

381.12. 

27.14 

8.52 

9.41 

Manipur 

9.38 

8.99 

0.40 

0.12 - 

0.22 

Meghalaya 

9.08 

8.67 

0.41 

0.13 ' 

0.21 

Mizoram 

3.59 

3.31 

0.28 

0.09 

0.08 

Nagaland 

6.41 

5.69 

0.72 

0.23 

0.14 

Orissa 

160.64 

155.96 

4.69 

1.47 

3.78 

Punjab 

107.78 

95.04 

12.74 

4.00 

2.42 

Rajasthan 

230.43 

. 209.63 

20.80 

6.53 

5.25 

Sikkim 

2.16 

1.90 

0.26 

0.08 

0.05 

Tamil Nadu 

282.99 

275.60 

7.39 

2.32 

6.66 

Tripura 

14.18 

13.39 

0.79 

0.25 

0.33 

Uttar Pradesh 

740.37 

650.75 

89.62 

28.14 

16.59 

West Bengal 

355.11 

325.67 

29.43 

9.24 

8.12 

A and N Island 

1.54 

1.26 

0.28 

0.09 ^ 0.03 

Chandigaih 

3.59 

2.83 

0.75 

0.24 0.08 

Dadra and Nagar Haveli 

0.71 

0.68 

0.03 

0.01 

0.02 

Daman and Diu 

0.52 

0.50 

0.02 

0.01 

0.01 

Delhi 

51.56 

42.65 

8.90 

180 

1.12 

Lakshadweep 

0,27 

0.25 

0.02 

.. 

0.01 

Pondicherry 

.4.08 

4.00 

0.08 

0.03 

/0.10 . 
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R^asthan, Gujarat, Maharashtra, Bihar, 
Andhra Ptadesh and West Bengal. The 
former two categunc.s have high fmr values 
hut these are coming down at a rate which 
.should cause concern particularly in MP 
and Orissa. The 'mainland' states show a 
sharper decline still and contribute 
signilicantly to the number of missing 
lemaic.s. Rajasthan deserves particular 
aitciition in this context. With an fmr decline 
of 15 women per thousand men between 
1981 and |ooi its contribution tothc number 
ol missing SI females ha.s gone up to 20.57 
|icr cent while Its share of the country's tnbal 
population remains only 8 per cent. If we 
liKik at the incremental increase in the number 
ol 'missinglem.ilcs' between 81 and91, we 
find that the lour states of Bihar. MP. Giijrat 
and Rajasthan contribute to about 60 per 
cent to this increase. 

The decline m the ST fmr values across 
the 1981-1991 period has virtually ix’curred 
111 all the state'- and is in a sharp (.ontra.st 
with the trends between 1961 to 1981. This 
IS a mailer of worry and warrants further 
sciuliny 

The schedulcil caste population has 
sviinessed a steady deterioration m the fmr 


numbers but not diepropnrtidRAtely 
compared to their share of the population 
on all India ba.sis. The southern states and 
Orissa contribute much loss to the number 
of missing females compared to their share 
in the country's SC population. But as the 
fmr tables reveal, the fmr values for the SC 
population are going down in all these states 
except Kerala. 

The 1991 Census data reveals a sharp 
increase in the number of missing females 
in this caiegorv Their number has gone up 
from 184.6 lakh in 1981 to 252.5 lakh in 
1991. The incremental increase which 
had come down m 1981 (15 5 lakh) has 
jumped nearly lour-fold lo 67.88 lakh. 
Bihar and UP which share tiboui 28 per 
cent of I he count i y' s non- SC/ST popu I ation 
contribute about 41 per cent to the number 
of missing temalcs in 1991 Their 
contribution lo the incremental increase is 
higher still and is over 47 per cent. These 
two states are singled oul mil just for the 
magnitude ol their contribution alone but 
al.so for the declining trends in tmr. The 
decline in Bihar by about 32 lemales per 
thousand men across 1981-1991 period is 
rather serious Maryana. Punjab and 


RaJjfiMhaii dlipfdppriton- 

atcly to the number of missing females 
compared to their .share of population. 
The .share of West Bengal is expected to 
steadily come down with improving fmrs 
and as indicated below, the figures would 
improve further if migration correction is 
made. 


Tub MiCRAnoN EbFEf'IS 

The above analysis of the sex ratios has 
10 incorporate the effects of migration 
on sex ratios. FMR values will be higher 
if there is an outmigration of males or 
inmigraiion of females. Similarly, 
outmigration of females or inmigration oi 
males will depress the FMR values. All the 
four types of migration occur in any region. 
As such one has to work oul the net 
outmigration of both male and the female 
population for each state and add it to 
the enumerated population to arrive ill the 
corrected FMRs, li is qiiiie possible that 
dilfercni social groups exhibit dtfleu'nl 
paiierns ol migralion. Tins would 
iieccssiiaie a disaggregated an.tlysis of 
the niigration ligurcs as w'cll .Some 


values across all the regions Notable 
exceplions arc Keral.i. Hiinachul Pradesh. 
Punjab, West Bcng.il. Sikkim and Manipur. 
In geneial wherever the SC fmrs have gone 
up during a given decade (he non-.SC/ST 
fmr values have also gone up hut not vice 
versa 

The decline ol the Imr m Bihar tiom 966 
in 1981 to 914 in 1991 shows that there 
is something seiioiisly wrong In laci. the 
trend across 1961 to 1991 shows similar 
decline; m 1961 Bihar had fmr of 1031 
which declined lo98I in 1971 and further 
10 966 in 1981. This merits further attention 
as well as policy inicrvention. 

As indicated earlier, the contribution ot 
Ihe SC iHipulalioii lo the number of missing 
females is growingoverlhe years. In absolute 
numbers it has moved from 14.25 lakh m 
1961 lo 56..15 lakh in 1991. In 1991 its 
percentage contribution to the total number 
of missing females was 17 7 while its 
conn ibiuion to the incremental increase was 
higher still, i e, 21.2 per cent. Ol this 
incremental increase of 19.68 lakh, UP, Bihar 
and MP coiiiribuie about 58 per cent while 
their share of the country's scheduled ca.stc 
population is 37 per cent . 

If wc look ai the absolute figures for 
1991, wc find that UP alone contributes 
34.11 per cent to the total number ol missing 
lemales on all India basis. This is about 13 
per cent in excess of its population share 
(21.2 per cent). Haryana. Punjab and 
Rajasthan contribute another 18.5 per cent 
while sharing only about12 per cent of 
the country's SC population. West Bengal 
and Madhya Pradesh contribute in large 


Taiu I 4 3 Missi'si, Fi .\i n I s, 1W1 
(Ni)n-.S('/S ri 


Pcrceuuige 
_^Conliilnilbin_ 

.Sialc/UT Male Female Missmg Siaie All India I’ciecniage 

Female Toial Fol.d .Share of 




(in ()(K)s) 




Piipulation 

India 

.1289 24 

1016 78 

252 46 

79 27 

1(8) IK) 

l(X) (X) 

Andliia Pradesh 

262.02 

255 14 

6 88 

7108 

2 72 

8 18 

Arunaehal Pr.idcsh 

1 87 

1 2.1 

0 64 

97 90 

0 25 

0 05 

As.sam 

94 12 

85 49 

7 8.4 

86 86 

1 ID 

2 81 

Bihar 

162 76 

.119 11 

4l 64 

81 49 

1 1 11 

10 62 

Cioa 

6 82 

5 64 

0 19 

97 so 

0 08 

0 18 

Gujarai 

166 14 

154 51 

11 80 

84 21 

4 67 

5.07 

Haryana 

70 80 

61 41 

9 47 

79 46 

1 75 

2 09 

Himaehal Pradesh 

18.41 

1801 

0 40 

62 62 

0 16 

0 58 

Jniiimu and Kushmii 

- 

- 


- 


- 

K.'irnaioka 

182 19 

174 74 

7 46 

80.50 

2 95 

5 64 

Kerala 

127.06 

|4| 85 

4 80 

92 19 

(1 90) 

4 09 

Madhya Pradesh 

21481 

196 74 

18 07 

76 79 

7 16 

6 51 

Maharushtia 

.126.02 

.402 59 

24 44 

86.16 

9.28 

9 94 

Manipur 

.6.97 

5 71 

0 26 

65 19 

0 10 

0 18 

Meghalaya 

1 42 

1.05 

0 .17 

‘*1 55 

0.15 

0.04 

Mi/.uram 

0.29 

0 07 

0 22 

76 68 

0 09 

OOi 

Nagaland 

0.96 

0.54 

0 4.4 

59 05 

0 17 

0.02 

Onssa 

99 55 

95 4.4 

4 11 

87 80 

1 6.1 

4 08 

Puniab 

77.12 

68 27 

8 85 

69 48 

4 51 

2..40 

Kaiasthan 

161 99 

147 25 

14 74 

70 87 

5 84 

4 89 

.Sikk.im 

1 .66 

1 .45 

0.22 

81 .55 

0 09 

0 05 

Tamil Nadu 

225.91 

21981' 

6 10 

82.58 

2 42 

7 05 

Ti'ipura 

7 52 

7 01 

0 52 

65 65 

0 20 

0.21 

Ullur Pradesh 

582 87 

512.61 

70 27 

7841 

27 8.4 

17.42 

West Bengal 

262.45 

229.44 

24 01 

78 19 

9.12 

7.62 

A and N Island 

I.4I 

1 13 

0 27 

97 40 

0 II 

01)4 

Chandigarh 

.1.00 

2.46 

0.64 

85 20 

0 >5 

0 08 

Dadra and Nagar Haveli 

0.15 

Oil 

0 04 


0 02 


Daman and Dm 

044 

0.42 

0 01 

81 61 

0 01 

001 

.. Delhi 

41.77 

44 49 

7.28 

81 74 

2 88 

1.21 

- Lakshadweep 

0 02 

0 01 

0.01 

89 74 

1)01 

- 

Pondicherry 

3 42 

.4.35 

0 07 

86 82 

()()4 

on 




Ip; useful observations could nevertheless 
be made. 

The migration effects will be more 
pronounced as we go down from the 
national level to the regional, state, di.stricl 
and the village level At the state level the 
effects are still insignificant as revealed by 
the 1971 census figures (Table 5.1). Inter¬ 
state migrations hardly involve 3 to 3.5 per 
cent of the total and 10 to 15 per cent of 
the migrant population. Ma|ur migration 
lakes place within the states. 

Ainongditicrem states, Maharashtra and 
West Bengal have traditionally attracted 
migrants from other states tor occupational 
reasons. In these two slates the migrant 
population accounts for 6.41 and 4.72 per 
cent of the population of the Slate, 
respectively Haryana (8,54 per cent) and 
Punjab (4.32 per cent) arc the other two 
stales with high migrant population This 
is mainly on account of the agricultural 
prosperity following the giccn revolution. 
Madhya Pradesh is the only other non- 
border slate where the migrant population 
accounts above 4 per cent of the population 
ol the stale. 

A preliminaiy study ot the cllect ol 
migration on FMR for diflerenl slates was 
done for the total rural population 
(Table 5.2). The total population was taken 
for the analysis as the disaggregated data 
for mtgraiion in terms ol the .ST. the SC 
and the general categories is not readily 
available. The population of the state was 
corrected lor by adding the figure for the 
net outmigration separately for the male 
and the female population and the corrected 
FMRs were worked out. The expression 
for the corrected population is thus- 

CP = EP + Out - In 

where CP is the coi reeled population. EP 
IS the enumerated population, 'out' is the 
outmigrating population and in' the 
inmigratirig population. 

A comparison of the Imrs for difterent 
Stales with the corrected tmrs shows 
marginal changes in (he fmr values. 
However, there is a significant improve¬ 
ment in the fmr for both Maharashtra 
(965 to 993) and West Bengal (942 to 
978), respectively. For Madhya Pradesh 
the improvement is marginal (956 to 961). 
All the northern states of UP, Rajasthan, 
Punjab, Haryana and Himachal Pradesh 
show a decrease in the fmr. The decrease 
for Bihar (971 to 952) is quite signilieant 
and It would be interesting to study the 
eatcgorywisc breakup. There is a likeli- 
hiKid of significant outmigration of tribal 
males from Bihar which may account for 
the high fmr lor the tribal population. 

Kerala is the only southern state where 
the corrected fmr drops appreciably 
from iU20 to 1005. But this is consistent 
with the known and traditional male 
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outmigration from Keralft. While a 
disaggregated analysis of the migration 
figures and necessary migration corrections 
arc needed to be made one can expect that 
the picture would change only marginally 
in most cases These changes would 
certainly not account for the trends in the 
fmr and the number of missing females 
observed above. 

This analysis establish the usefulness of 
disaggregation while analysing the 
observed sex ratio imbalances in India It 
also presents a simple and useful method 
of analysing the problem by unpacking 
the missing females issue through 
equation 3 6 

The above disaggregation prioriii.ses the 
areas needing remedial intervention and 
suggests that it has to be designed 
differently in different parts ol the society. 
Tribal Orissa for example, would require 
different intcivenlion compared to. say. 
the ‘developed' Haryana. In areas w'here 
tmrs are already lavourabic, the intervention 
should aim at con.solidating the position On 
the other hand, where the fmrs are low .ind 
dclcnorating, immediate corrective intei 
ventions. e g. improvement in girl child's 
access to nutrition and Icmale literacy 


■ Tabu 5.1: Pehcewtaoe or Totai. MwiiANTii to 
Total PopulatioiVin Each S-fATfi - acooiidinu to 
Place of Birth 


Slate 

Total 

Migrants 

Within 

the 

Slates 

Outside 

the 

State 

Andhra Pradesh 

.3|..<i7 

29 86 

1 63 

Assam 

.33,21 

2.3 03 

3.58 

Bihar 

27,96 

25 87 

1 66 

Gujarat 

.32 06 

28.53 

2.87 

Haryana 

32 61 

18.6 

8 54 

Himachal Pradesh 

.33.17 

27 96 

3 85 

Jammu and Kashmir 

18 79 

I6..38 

1.5 

Kerala 

21 83 

20..56 

1 17 

Madhya Pradesh 

.34.16 

29 1 

4.27 

Maharashtra 

38 7 

31 51 

65l 

Manipur 

1873 

15 2t 

2.34 

Meghalaya 

29 98 

1841 

5 39 

Mysore 

31 26 

27 21 

3.95 

Nagaland 

17 91 

8 32 

7 27 

Onssa 

30 62 

27 9,5 

2 24 

Punjab 

36 .34 

24 04 

4 32 

Kaiasthan 

29 76 

25 43 

3.32 

rainil Nadu 

28 .S6 

26 21 

1 94 

I'npura 

47 I.S 

II 46 

1 62 

L'dar Pr.idesh 

23 01 

2.3 04 

1 42 

West Bengal 

30 22 

18 19 

-l 72 

India 

.30 42 

25 tl 

> 4 


iMigranis Iroin oiilside India I 66; 

Siiuite C'f/Mi/i/'//"<(/<//V7/,P3[H.‘rNi)2ii( 1979 
S C .Shrivasiava Miiiniiinn in liulia 


■fAULr 4 3 Missinc; FiMAifs 1991 
(.Scheduled Caste) 


Pcreeiu.igc 

Coniribution 


Slale/DT 

Male 

Female 

“'(rnmioT 

Missing 
_l-cinale 

Slate 

Total 

All India 
roial 

Pcreenlage 
Share of 
Population 

India 

719 29 

()62 94 

,56 15 

17 69 

1(H) 00 

l(K)(H) 

Andhra Piadesh 

53.80 

52 12 

1 O’ 

17 77 

2 97 

7 66 

Arunachal Piadesh 

0 02 

0 02 

0 01 

1 42 

0 02 


.Assam 

8 65 

7 95 

0 70 

7 74 

1 24 

1 20 

Bihar 

65,69 

60 02 

5 67 

14 07 

10 06 

9 10 

Goa 

0 12 

0 12 


2 09 

0 01 

002 

Gujarai 

15 90 

14 71 

1 19 

8 50 

2 II 

221 

Huryanu 

17 48 

15 0.3 

2 45 

20 54 

4 34 

2 35 

Himachal Pradesh 

6 66 

6 44 

0 22 

34 05 

0 39 

0 95 

Jammu and Kashinn 

- 





- 

Karnataka 

(7 56 

36 13 

1 4,3 

15 42 

2 54 

5.33 

Kerala 

14 23 

14 64 

041 

7 93 

(0 73) 

2 09 

Madhya Pradesh 

50 28 

45 99 

4 29 

18 23 

761 

6 96 

Maharashtra 

45.05 

42 52 

2 5.3 

9 32 

4.49 

6 34 

Manipur 

0 19 

0 18 

0 01 

1 28 

0 01 

0 03 

Meghalaya 

0 05 

0 04 

0 01 

2 19 

0.02 

0 01 

Mi/oram 

001 

0(K) 

0 01 

1 78 

0 01 

- 

Nagaland 

- 


- 

~ 


- 

Onssa 

25 96 

25 33 

0 64 

13.58 

1 13 

371 

Punjab 

30 66 

26 77 

3 89 

.30.52 

6.90 

4 IS 

Rajasthan 

40.07 

36 01 

4 07 

19.55 

7 22 

5.50 

Sikkim 

0.12 

0 12 

0.01 

2 89 

UOI 

0.02 

Tamil Nadu 

.54 15 

52.98 

1 17 

15 82 

2.08 

7 75 

Tripura 

2.32 

2.20 

0 12 

15 15 

0.21 

0 33 

IMtar Pradesh 

155 99 

136.77 

19 22 

21,45 

.34.11 

21 18 

West Bengal 

83 27 

77 54 

5 73 

19.47 

10.17 « 

11.63 

A and N Island 

- 

- 

- 

- 


- 

Chandigarh 

0,59 

047 

O.ll 

14.80 

0 20 

0 08 

Dadra and Nagar Has ell 

001 

0 01 


3 09 

- 

- 

Daman and Diu 

0 02 

0 02 

- 

(7 92) 

- 

- 

Delhi 

9 79 

8 16 

1 63 

18 26 

2.88 

1..30 

Lak.shadw'eep 

- 

- 

- 

- 

- 


Pondicherry 

066 

0 65 

001 

1.3.18 

002 

0.09 


Economic and 



tiwu S2; rim»-STATE Mwmtwn IWRS 

Migniuon (Total ITOP) Correction (0.1) Corrected PDP Corrected 


Statc/UT 


Total(M) 

Total(F) 

FMR 

OUT(M) 

OUT(F) 

IN(M) 

(INF) 

NETfM) 

NET(F) 

POP+W(M) 

POP+W(F) 

FMR 

India 

T 

284049 

264116 

930 

(Correction tn the total category not effected on account of the 





R 

225320 

213716 

949 

'Unspecified' Category included in the Census Figures 





U 

58729 

50390 

858 










Andhra 

T 

22009 

21494 

977 

- 

- 









R 

17698 

17402 

983 

326.06 

364 81 

165.9 

248.7 

160 16 

116 II 

178.58.16 

17518 11 

981 


U 

4311 

4092 

949 

175.3 

182 22 

144.7 

149.3 

30.6 

32.92 

4341,6 

4124.92 

950 

Assam 

T 

7714 

6911 

896 

- 

- 

. 

- 

- 






R 

6975 

6361 

912 

69 6 

.52.3 

300 8 

131.6 

231 2 

79.3 

674.3,8 

6281.7 

931 


U 

739 

5.50 

744 

33.6 

29 

46 6 

31 3 

0.13 

23 

726 

547 7 

754 

Bihar 

T 

28847 

27506 

954 



- 

- 

_ 

- 


_ 



R 

25729 

24990 

971 

1045.7 

686 2 

249.5 

437 

796 2 

249.2 

26525.2 

252.39 2 

952 


U 

3118 

2516 

807 

184.06 

119 14 

1152 

I27..3 

68 86 

8 16 

3186.86 

2507 84 

787 

Gujarat 

T 

13802 

12895 

934 

- 

- 

- 

- 

- 

_ 

_ 


- 


R 

9842 

7.358 

951 

2.56 51 

240 56 

256.9 

189.6 

0.39 

50 96 

9841 61 

9408 % 

956 


U 

3960 

.3537 

89.3 

182 26 

171 92 

1.59 6 

149 2 

22 66 

22 72 

.3982 66 

35-59 72 

894 

Haryana 

T 

5377 

4660 

867 

- 

- 



- 



. 

- 


K 

4420 

3844 

870 

225 8 

374 8 

225 5 

405 5 

0 3 

.30 7 

4420.3 

3813.3 

863 


U 

957 

816 

853 

10.3 

127 5 

95 7 

124 6 

7,3 

2 9 

964 .3 

818.9 

849 

HiiiiachnI 

T 

1767 

1693 

958 


- 

- 


- 

.. 


-- 



R 

1629 

1,590 

976 

89.14 

65 54 

.39 7 

37 .3 

49 44 

28 24 

1678 44 

1618 24 

964 


U 

1.38 

10.3 

746 

.37.7 

28 6 

27 4 

28 5 

103 

0 1 

148 3 

103 1 

695 

1 and K 

T 

2458 

2158 

878 

- 

- 

- 

_ 


- 

- 

- 



R 

1997 

1762 

882 

19 13 

16 01 

26 5 

146 

7 37 

1 41 

1989 63 

176,3 41 

886 


i; 

461 

396 

8.59 

22 88 

20 91 

143 

13.4 

8 58 

7 51 

469 58 

403 51 

8.59 

Kerala 

r 

10.588 

10759 

1016 

- 


- 

- 

- 

- 

- 


. 


R 

8852 

9029 

1020 

.317.9 

184 3 

83 2 

76.9 

234 7 

107 4 

9086 7 

9l.3fi4 

1005 


u 

17.t6 

1710 

997 

254.6 

164 5 

44 1 

41 4 

210 5 

12.3 1 

1946 5 

1853 1 

952 

M P 

■| 

21455 

20198 

941 

- 

- 

- 



- 


- 



R 

1782.3 

17046 

9.56 

215 9 

448 3 

540.9 

675 4 

.325 

227 1 

17498 

I6KI8 9 

961 


U 

3632 

3152 

868 

126.7 

174 9 

268 

282 7 

141 3 

107 8 

3490'. 7 

2(m 2 

872 

Maharashtra 

T 

26116 

24296 

930 

. 


- 

- 

- 

- 



- 


R 

17842 

17219 

965 

249 4 

.362 4 

1172 8 

779 5 

923 4 

417 I 

16918 6 

16801.9 

993 


IJ 

8274 

7077 

855 

• 242.8 

280 2 

7194 

567 

476 6 

286 8 

7797 4 

6790 2 

871 

Manipm 

T 

.542 

531 

980 

- 

- 






- 

- 


R 

470 

461 

981 

4 86 

2 91 

12 8 

7 

7 94 

4 09 

462 06 

456 91 

989 


U 

72 

70 

972 

2 11 

1 14 

? 9 

! 22 

0 79 

0 08 

71 21 

69 92 

982 

Meghalaya 

r 

521 

491 

942 

- 

- 




- 


- 

.. 


R 

444 

423 

953 

8.34 

7 48 



8 34 

7 48 

4S2 34 

430 48 

954 


U 

77 

638 

88.3 

6 84 

6 38 

- 

- 

6 84 

6.38 

83 84 

74 38 

887 

Kai nataka 

T 

14972 

14.327 

957 

- 

- 

- 

- 


- 


- 

- 


R 

11249 

l(W28 

971 

268.5 

366 1 

311 4 

.371 2 

-42 9 

-5 1 

11206 1 

10922 9 

975 


U 

3723 

3.399 

913 

238 

240 4 

24.3 6 

2188 

-5 4 

21 6 

37176 

.3420.6 

920 

Nagaland 

T 

276 

240 

870 

-- 

- 

- 

- 

- 

- 


- 

- 


R 

241 

224 

929 

2 5 

1 7 



2 5 

1 7 

243 5 

225 7 

927 


U 

35 

16 

457 

1 31 

1 15 



1 31 

1 15 

36 1.3 

17 15 

472 

Onssa 

T 

II04I 

10903 

988 

- 

- 


- 



- 

- 

- 


R 

10041 

10056 

1002 

194.3 

198.8 

166 

207.2 

28 3 

-8 4 

10069 .3 

I0049() 

998 


U 

I0(X) 

845 

845 

44 4 

34 

62.2 

.54 8 

-178 

-20 8 

982 2 

824 2 

839 

Punjab 

T 

7267 

6285 

865 

- 


- 

- 



- 

- 

- 


R 

55.33 

4801 

868 

386.6 

.338 8 

16.3.7 

202 1 

222 7 

136 7 

5755 7 

4937 7 

858 


U 

1734 

1484 

856 

225.2 

2156 

104.4 

1124 

120 8 

103 2 

18.54 8 

1587 2 

856 

Rajasthan 

T 

13484 

12281 

911 

- 

- 

- 




- 


- 


R 

II06I 

I0I6I 

919 

4.38 6 

520 9 

186 

410 

252 6 

110 9 

1131.3 6 

10271 9 

908 


U 

2423 

2120 

875 

189 5 

184 1 

109 

146 

80 5 

38 1 

2503 5 

21.58 1 

862 

Tamil Nadu 

T 

20828 

20.371 

978 

- 

- 

* 

- 

- 

- 


- 

* 


R 

14439 

14296 

990 

288 

269 

178.7 

183.4 

109 3 

85 6 

145423 

143816 

989 


U 

6.389 

6075 

951 

277.8 

244 2 

218 

2166 

59 8 

27.6 

6448 8 

6102 6 

946 

Tnpura 

T 

801 

755 

94.3 

- 

- 

- 

- 

- 

- 

- 


_ 


R 

707 

677 

944 

12 3 

7 22 

10.3 

6.4 

2 

0.82 

719 

677 82 

943 


U 

84 

78 

929 

4.1 

3 1 

4.29 

3.6 

-0.19 

-0,5 

83 81 

77 5 

925 

UP 

T 

47016 

41325 

879 

- 

- 

- 

_ 


- 


- 

- 


R 

40214 

357.39 

889 

1414.9 

982 

268 9 

550.4 

1146 

431.6 

41360 

.36170 6 

875 


U 

6802 

5586 

821 

.55.5.6 

427 6 

172.9 

249 9 

382 7 

177 7 

7184.7 

5763 7 

802 

West Bengal T 

23435 

20876 

891 


- 

* 


- 

- 

- 


- 


R 

17174 

I6I7I 

942 

164.6 

262 4 

1009.9 

463 

-845.5 

-200.6 

16328 5 

1.5970.4 

978 


U 

6261 

4705 

751 

168.3 

• 177 4 

224 9 

12.3 

-56 6 

.54.4 

6204.4 

4759 4 

769 

Arunachal 














Pradesh 

T 

251 

216 

861 

- 


- 


- 

- 





R 

231 

211 

883 

- 

- 

- 

- 

- 

- 

2.39 

211 

883 


U 

12 

5 

417 

- 

- 


- 

- 

- 

12 

5 

417 

Gna, Daman 

T 

431 

427 

991 ■ 

- 

- 

- 

- 

- 

> 




Diu 

R 

311 

320 

1029 

26.09 

27 85 

- 

- 

26.09 

27.85 

.337 09 

347 85 

10.32 


U 

420 

107 

892 

31 2 

33 95 

- 


31.2 

33 95 

151.2 

140 95 

932 


(> Indicates insignificant values) 
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' CffRipaign wpuld be called for. Area.« where 
(he fmrs are low but improving the mca.sures 
already taken should be accelerated. 

While a detailed discus.sion of the 
interventions and Ihcir design would be 
outside the scope ol ihi.s prc.sentation: two 
observations can bo made. The author has 
elsewhere analysed the 71 census data in 
more details and has examined the link 
between fmr and tip. The significant 
differences between the three sociocultural 
groups, I e, the .ST the SC and the ’generar 
population arc in conformity with above 
•analysis. However, the lip emerges as a 
dominant variable in determining the tmr. 
The implications ol these liiulines aie 
that creation of oppoitumt'es lor leniale 
labour participation in productive acii\ iiies 
and ensuring the lemalc s coniroi over 
the income thus genei.ited will be the 
immediate need in aieas ol low and 
deteriorating Inns 

The second issue icl.ites to luriher 
disaggregation ol the missing Icmale 
patterns. The analysis ol 1971 census data 
referred to above indicates that agriciiliural 


labourers, cultivators and nmH-agHculiund 
workers also exhibit impiftlantdifferences 
between themselves within each of the 
above categories. The magnitude of (lie 
problem of sex ratio imbalance among 
these subgroups will warrant further 
scrutiny. 

CONCI t'SION 

It will he ambitious to draw detailed 
conclusions al this stage of the analysis 
Bui II IS clear that the problem ol sex ratio 
imbalance iii India needs a disaggregated 
.malysis It is ,il.so clear that the absence 
ol such .malysis masks the seriousness of 
the piobicni .inioiigcertain groups .md also 
111 cerunn aie.is '['his has jierhaps been the 
reason why Inn deteriorations as shaip as 
.^0 women pei thousand men during 
dillereiil decades in .some oi the states, 
tailed loatiiael policy or academic aiieniion. 
The decline in linrs revealed in 1991 
necessitates that such altemion is locuscd 
on the ma|or problem areas .Such problem 
areas can be identified with the helpol the 


r vHl.l 4 4 Mismm. I-iMxi 1 s iwi 
(.Sihciliilcil Tribe) 


Siaie/LIT 

M.ile 

E’einalc 

(III (KKIsi 

Missing 
_ K‘innlc 

Percentage 

Conti ihution 

Slate All India 

Toi.il Total 

Pcieenlage 
Share of 
Population 

India 

141 61 

.111 9.S 

9 68 

.1 04 

KHKX) 

1(H)(H) 

Andhia Piadesh 

21 41 

20 .S7 

0 86 

9 iS 

8 90 

6 20 

Arunuehal Piadesh 

2 7S 

2 7S 


0(i8 

0 O.S 

0 81 

Assam 

14 62 

14 |1 

0 49 

.s 40 

.S.OI 

4 24 

Bihar 

1,1 S8 

.12 S-) 

0 98 

2 44 

10 14 

9 77 

Goa 

OtXI 

0(H) 


Oil 

0 (X) 

- 

Oujaiat 

.11 12 

1(1 K) 

1 02 

7 29 

loss 

9 0*) 

H.'iryaiiu 

0 00 



OtK) 

OtX) 

0(H) 

Himachal Pradesh 

1 10 

I 08 

0 02 


0 22 

0 12 

Jammu and Kashmir 

- 



- 

0 (K) 

()(H) 

Karnataka 

9 77 

9 19 

0 18 

4 08 

1s)0 

2 81 

Kerala 

1 61 

1 60 

0 01 

(0 1,1) 

0 07 

0 47 

Madhya Pradesh 

77 S8 

76 41 

1 17 

4 98 

12 12 

22 71 

Maharashtra 

17 18 

16,(H) 

1 17 

4 12 

12 11 

10 80 

Manipur 

1 2.1 

1 09 

0 1,1 

.11 SI 

1 17 

0 91 

Meghal.iya 

7 60 

7 S8 

001 

6 26 

0.26 

2.24 

Mi/oraiii 

1 .10 

1 24 

0 06 

21 .S4 

0 6.1 

0 96 

Nagaland 

.s4.S 

.S 16 

0 29 

40 9S 

10S 

1 S7 

(Inssa 

IS 11 


0 (H) 

(1 17) 

(0 66) 

1018 

Puniiib 




OIX) 

()<H) 

0(H) 

Rajasthan 

28 17 

26 18 

1 99 

9 S8 

20 S7 

8 08 

Sikkini 

0 48 

041 

0 04 

IS S6 

0 42 

0 11 

Tamil Nadu 

2 9.1 

281 

0 12 

1 60 

1 22 

0 85 

Tripura 

4 .14 

4 19 

0 IS 

19 20 

1 S6 

1.26 

Uttar Pradesh 

1 SO 

1 17 

1. 11 

0 14 

1 14 

0 42 

WVsl Ucngul 

19 19 

18 70 

0 69 

2 IS 

7.I.S 

S62 

A and N Islaiul 

0 14 

0 11 

001 

2 60 

(108 

0 04 

Chandigarh 





OfK) 


Diidra and Nag.ir llaveli 

0 S4 

0 ,S.S 

-0 01 

(14 10) 

(0 12) 

0 16 

Diiiimii and Dm 

0 06 

0(H) 


26 11 

0 04 

0 02 

IX-lhi 


• 



0 (K) 

OIHI 

l.iikshndweep 

0 24 

0 24 


10 27 

0 02 

004 

Pondicherry 



- 


- 

0(H) 


tliitd presented here and through fitr^ 
disaggregation among various subgroups. 
We already notice that the northwestern 
slates of India exhibit an adverse trend 
towards female survival. It can further 
be seen that such a trend is making 
inroads in other parts of the country, as 
well. Certain regions also stand out for not 
succumbing to this trend. The strategy for 
improving the declining fmr trend will 
differ between these two regions. Thai 
would he the objective ol the next stage 
of this analysis 

Note • 

I Miller opines, m her analysis ol the social 
variations that " Ciivcn the clioiLC between 
using the Miodeni (census) ilal.i loi pisl three 
categories u e .ST. Sf amt tieiier.il) or using 
soilK'wh.il okl cfala (toll census) on casies. 

I opted lor the taller 
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IMSCISSION 


Economic Reforms and the Rural Poor 

(I) U is true that, as TJ indicated, so far 
S Mahendra Dev the reforms have been mainly limited to the 

urban organised sector. Therefore, according 

BOTH the critics and supporters of the Before going to the specific comment.s. 1 tothem.iheruralscctorwouldnotbcafftelcd 
economic reform now agree that the iwvcrly have two general comments to make on the directly by the reform.s. This point was made 

has increased during the first 18 months patterns o( poverty ratios and on reforms, by many others. I digress a bit here from 

(July 1991 to December 1992) of the reform (a) Some patterns can be seen from the TJioBhagwaiiandSrinivasanfl995)who. 

period They disagree, however, on the two altcrnaiive poverty ratios given b} I'J. in response to the statement of I.) economists, 

lactorsrcsponsiblclortheincreaseinpovcrty. For want o( a better term 1 call the lower say that "since the reforms did not extend 

particularly rural poverty. end poverty ratio as the ratio for‘ultra poor’ significantly and in a direct way to agnculture 

A recent paper by Tendulkar and Jam (TJ or ‘ultra poverty’ Table 1 shows that the and to rural non-agricultural activities, it is 

hereafter) published in liFW (June 10) ratio of ultra poverty (HCR2) to the lota) unlikely that they, in themselves, could have 

examined the (actors responsible for the rise poverty ratio (HCRI) declined gradually contributed to an increase in unemploymem 

in poverty and (heir links with the reforms, overtime. Inothcr words, theratcofdecline and poverty if indeed there was any”. 

They first present three measures of poverty in ultra poverty has been faster Ih.in the total However, according to me, the reforms have 

(head count ratio, poverty gap index and poor. But the ratio increased again during considerablcditectandindtrect(andposiiive 

FG'I' index) for both rural and urban areas the 18 months ol the reform period. For and negative) impact on rural areas. First, 

loi the period 1970-71 to 1992 and discuss urban ptiverty, there was a marginal increase it was expected that reduction of industrial 

the proxim.itc factors responsible for in this ratio in the 18 months as compared protection and devaluation would benefit 
incrcMsc 111 I uial poverty III the post-rclorm totheyears l989-90and 1990-91 Foi rural the agriculture .sector. On the negative side, 

period. They h.ivc used two alternative poverty, increase in the ratio was true even a cut in leriiliscr subsidy and public 

poverty lines. According to their estimates, for FGT Index investment would affect theagriculturescctiw 

head count ratio (HCRI) for rural areas (b) A few words on reforms arc in order 


increased significantly Irom .36.5.5 per cent 
in 1990-91 to42.06 percent in 1991 (July- 
December) and to 48,07 per cent in 1992. 
There was also a significant rise iii the 
seventy of poverty. Urban poverty increased 
marginally during the same period. 
According to TJ, "the .accentuation of rural 
poverty during the National Sample Survey 
(icriodsol 199) (July-Decembcr) and 1992 
(January-December) can be .seen to be a 
combined con.sequencc of the natural (orces, 
constneted manoeuvrability of government 
action, political factors and only iiulirectly 
certain decisions relating to the economic 
reform.s since July 1991” Their clear 
conclusion is that "economic reform-related 
decisions contributed indirectly rather than 
being the only or even the major cause of 
tlie sharp accentuation of rural poverty during 
the period under consideration” (p 1.377). 
The purpose of my note is to (a) provide a 
different interpretation to the (actors 
mentioned by TJ; (b) highlight that fiscal 
compression could be the main reason for 
not undertaking relief works at state level 
(or the ‘constricted manoeuvrability’ 
mentioned by TJ) in a "below normal 
agriculture year”; and (c) indicate that any 
decline in .social consumption (as opposed 
to private consumer expenditure) could be 
attributed mainly to reforms during the post- 
reform period. 

At the outset it may be mentioned that this 
note has a limited purpose of addressing the 
question, namely, whether reforms were 
responsible for incrca.se in rural poverty 
during the 18-month period July 1991 to 
December 1922. It does not address the 
counterfactual que.stions like what would 
have been the situation without reforms at, 
the i.siuies relating to the medium- and long- 
Itcrm implications of the reforms for growth 
and equity. ' 


The impact o( economic reforms on poor in 
India so lar has not been as bad as in ihc 
l^tin American countries Onthcotherhand. 
It has not been as favourable as in some of 
the East Asian countries (Rao I995|. During 
the first tew years of the stabilisation period 
it is expected that the reforms would have 
adverse impact on both rural us well as urban 
ptHiralthoiigli the rclorn.s are mainly targeted 
to the organised sector Two World Bank 
economists jRavalhon and .Subbarao 1992) 
have argued that in the short run. the 
adjustment poxess would aflect the poor 
adversely because the costs would be felt 
quickly where.is the benclits would take 
time to materialise. Therefore, it is the 
responsibility ol the government to take care 
of the poor us far as [Kisstblc by maintaining 
the .social sector expenditure during the 
adjustment period This is important even 
for the success o( the reforms. The reform 
process does not seem to be reversible 
irrespective ot the government that comes 
to power III 1996 elections. Therefore, it is 
important lo know the costs of adjustment. 

Taiii.1 t Ratio OF Ultra Hovexty I 


lABIf 2 UkTAII.S OF EMPLOVMF.NT. 

1989-9(1 and 1992 
(Millions of Persons, usual status) 


Categories 

Rural 

1989-90 

1992 

Change 
1989-90 
to 1992 

.Self empi agriculture 122 2 
Regular empI 

132.1 

10.1 

agriculture 

Casual einpl 

5 5 

.3.9 

-1.6 

agnculture 

70 5 

74 9 

44 

Sell empi secondary 
Regular empi 

17,7 

11.4 

-6.3 

secondary 

Casual empi 

34 

4 1 

0.7 

secondary 

11.2 

9.9 

-1.2 

Self empi tertiary 
Regular crnpl 

18.8 

16.9 

-1.9 

tertiary 

10 5 

9.0 

-1.5 

Casual empi ternary 

4 1 

3 6 

-0.5 

Unemployed 

28 

2.9 

0.1 

Total 

266.7 

268.9 

2.2 


Source Compiled from Chandrasekhar and Sen 
(I99.S); Latst column coinpuied by the 
author 


Total PovERrY. 1970-71 to 1992 

(Per Cent) 


Ralio of HCR2 (Ultra) lo HCR1 (Total) Ratio of FCT2 (Ultra) to FGI (Total) 


1970-71 

79 00 

80.76 

65 80 

66.35 

1972-73 

80.2.3 

80.19 

66.45 

65.60 

1973-74 

79.22 

79.94 

6.3 98 

64 41 

1977-78 

79 05 

78.15 

65.70 

f)6 53 

198.3 

76.58 

75.06 

63 30 

63,11 

1986-87 

75.29 

76 97 

61.09 

63.56 

1987-88 

72.28 

74.,56 

58 91 

62.43 

1988-89 

70.97 

75.,55 

57 34 

62 18 

1989-90 

68.27 

7.3,96 

55.59 . 

60 56 

1990-91 

68.95 

72.99 

56.77 

62 15 

1991 

71.04 

73 14 

.55.75 

61 97 

1992 

74,64 

74.20 

.59.17 

60 94 


Source: Computed from the infonnation given in Tendulkar and Join (199.5) 
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adversely. Similarly, increase in issue prices 
for PDS (as part of the reform process) 
would also have affected the rural poor. The 
reforms in indu.strial sector might have 
directly affected non-agricultural activities 
(which are not insignificant) in rural areas. 
AsTJ admitted, the cuts in public investment 
and social expenditure directly affect the 
rural areas. For traming economic policies, 
it makes some di tference whether the reforms 
havedirect orindireci effect on rural poverty. 
But for the poor it does not make much 
difference. Coming back to Bhagwati and 
Sriniva.san (1995), they also say that "the 
overwhelming majority of the labour force 
in India is employed in agriculture and the 
dominant mode ol employment is self 
employment a.'-l not wage employment. 
Unemployment is not a well defined concept 
for the .self-emnliiycd". It may be noted that 
for many .scif-ei.'ployed, secondary activity 
may be wage employed and thus person days 
would be aficcicd as opposed to persons 
Even self-employed persons like rural 
artisans and other household industry might 
have been affected. I, however, partly agree 
with Bhagw!"' <nd .Sriri'v-isan when they 
say that b -forc and alter comparisons of 
reibrm.s on unemployment, poverty and 
growth have problems. 

(2) It is by now well known that changes 
in agricultural growth and rural prices 
(particularly loodgrain prices) arc the 
important determinants of changes in rural 
poverty. However, what is not well known 
is the importance of public action in 
intlucncing the changes in rural poverty. TJ 
mentioned the importance ol public 
distribution system and employment 
programmes in the drought year 1987-88. 
These lactors arc discussed below. 

(2a) Aifiuultural Growth. I believe that 
agriculture growth is very important for 
rural areas for not only increasing production 
but also for income generation to the labourers 
m the form of employment and wages and 
Its linkages with non-agriculture. Its indirect 
impact to prices is also quite high. Growth 
has to he, however, rel.itively high to make 
an appiceiabic impact on the poor. 
Commenting on the trickle do wn hypothesis 
ol Ahluwalia (1978), Srinivasan (1985) 
considers that the results should be interpreted 
with caution since there was very little to 
trickle down at the all-India level In the 
1980s. there was slightly higher growth in 
agriculture as compared to the 1970s During 
the period 1981-82 lo |9q|.>.)2. loodgrains 
growth rale was around 2 9 per cent and 
overall growth was aiound .V4 per cent per 
annum, it was al.so a biuad-ba.sed growth 
with West Bengal recording the highest 
growth in foodgrains. However, there arc 
constraints lo agriculture growth in some 
states and every slate cannot have a Punjab 
type high growth. Therefore, there is a need 
for public action till non-agncultural growth 
absorbs the labourers productively Turning 
to 1991-92. it is (rue that rainlull was below 
normal in many regions in this year and it 
affected agricultural production. In several 


states, coarse grains production dedined. it 
may be, however, noted that rice and wheat 
production also declined. The decline could 
be partly due to decline in fertiliser 
consumption which in turn was due to 
increase in fertiliser prices. TTiis could be 
attributed to the reforms. Gaiha (1994) has 
shown that fertiliser consumption per hectare 
declined in 1991 -92 in Andhra Pradesh and 
Maharashtra. 

Secondly, it is interesting to note that m 
spite of decline in agricultural production, 
even the share of agriculture employment 
in total rural employment (usual status) has 
not declined during 1991 and 1992 (more 
on this later). Also, we do not know how 
much impact the decline in coarse cereal 
production would have on the consumption 
ol the poor Even in the 1980s, there had 
been a shift from coarse cereals to line 
cereals even in (he coarse grain producing 
states. It IS true that this shift increased the 
cost of calories. 

(2b) Foodgrains prices: One of the majoi 
reasons for increase in rural poverty could 
be the increase in procurement prices. It is 
true that farm lobbies were responsible lor 
the rise in these prices It, may, however, 
be noted that part of the blame should go 
to reforms (I am not attributing everything 
to reforms). Similarly, the expectations of 
the traders regarding prices could have 
increased after the reforms. It is probably 
similar to the organised sector’s expectation 
of high salaries in the post-reform period. 
As mentioned by TJ. devaluation and 
reduction in fertiliser subsidies led to incrca.se 


■ in procuitmeiU prices. Ttierefore, refonm 
might have triggered the intenufication of 
the demands of the farm lobbies and 
expectations of traders. Increase in issue 
prices of PDS would have also affected the 
purchasing power of the rural poor (more 
on this later). 

(2c) Employment. TJ have not talked about 
the employment growth based on NSS data 
during these 18 months of reform period. 
Chandrasekhar and Sen (1995) looked at the 
industrial distribution of workforce for the 
years 1989-90 and 1992 based on NSS data. 
Since daily status details are not available, 
they looked only at usual status employment. 
This may have some biases because a person 
works in different activities (agriculture, non- 
ngricullure) in a year. However, the 
information given for the employment by 
occupational classification in Table 2 shows 
that employment fur agricultural clas.ses did 
not show any decline whereas non- 
agricultural employment went down 
significantly between pre- and post-reform 
penods. Similarly, the sectoral shares given 
in Table 3 for the period 1977-78 to 1992 
shows that the share of primary sector 
increa.sed in the post-reform period as 
compared to pre-reform peripd for both males 
and females. The.se results indicate that in 
spite of reduction in agricultural production 
in the post-reform period, employment (in 
terms of usual status) has not declined in the 
primary sector. The stabilisation policies 
could be responsible for the reduction in 
employment in non-agricultural activities 
(for more on this sec Chandrasekhar and 
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S«h 1995). Alibt Sieii (f9^) lyicatec) that 
government expenditure was responsible for 
the growth of rural employment, particularly 
non-agiicultural employment, during the 
1980s Absence of the government cx- 
penditurcinnon-agricultural activities could 
be partly responsible for the decline in rural 
non-agricultural employment and income. 

(3) PDS: Urban Bias and other issues: TJ 
commented that PDS is predominantly urban 
oriented programme. Further they say that 
•‘...the increase in CIP were more relevant 
for the urban poor and the urban population 
in general with the umvcral (untargeted) 
urban public distribution system” (p 1 .^77). 
This was true in the 1960.s and 1970.s. During 
this period, it was limited to a few southern 
states and urban metropolitan areas. Even 
the study of Howes and Jha (1992) which 
showed that there was urban bias indicated 
a considerable reduction in urban bias 
between 1979 and 1986-87 There are, 
however, significant inter-state disparities 
in I he al location of foodgrains. For example, 

I he Bihar, Madhya Pradesh, Orissa, Raiasthan 
and Utlai Pradc.sh (BIMAORU) statc.s have 
been getting very little allocations compared 
to other slates Urban bias is only in a tew 
stales (e g. West Bengal) and few 
commodities On the other hand, some other 
stales have mial bias in PD.S (e g. Andhra 
Pradc.sh) Some studies done by the 
Commission for Agricultural Costs and 
Prices (CACP) have also shown that there 
IS very little urban bias in F*D.S It i.s true 
that delivery systems and infrastructure are 
p(»)r in rural areas So the impact ol PDS 
on rural puchasing power may be lower than 
111 ban areas, TJ assume that urban areas have 
absoibcd the Imxfgrains trom PDS during 
the post-reform period Is there evidence on 
this statement,’ 

It IS a different matter that, as shown by 
some researchers, Ihe impact of PDS on |H)or 
IS marginal and ii is not cost-cflective as 
compared to other programmes like public 
works, The present PDS also has some other 
problems | for example, sec Parikh 1994' lor 
other problems, see Dev forthcoming). It 
may be noted, however, that the problems 
in PDS may affect both rural and urban areas 
more or less equally. 

According to TJ, one of the reasons for 
the increase in rural poveity in the post- 
reform period could be the reduced 
manoeuvrability of government action due 
to considerably depleted public slocks It 
may be worth noting here that during the 
severe drought of 1987-88. the offtake undcr 
PDS was around I9.S million tonnes. /\s 
shown in Table 4, the offtake (nee and wheat) 
during 1990-91. 1991 92 and 1992-9.1 was 
14.97. 18.72 and 16 77 million tonnes 
rcspcciivciy. The point to be noted is that 
the offtake for PDS was much higher in 
199lii92 and 1992-93 (which arc relevant 
for us) as compared to a normal year 
1990-91 although it was lower than that di 
drought ywr like 1987-88 It is true that 
availability of more foodgrains under buffer 
Slock could have made some improvement 


ifi thejJurchasing power.’ Sift die recent 
experience shows that even the high 
bufferstock (about 37 milUon tonnes now) 
does not guarantee increase in offtake if the 
difference between open market prices and 
is.sue price is not significant. 

(4) Poverty Alleviation Programmes: TJ 
admit that the "the squeeze on the central 
anti-poverty programmes during the fiscal 
compres.sion can be directly attributed to 
economic reforms” (p 1377), But, according 
to them, the importance of this factor is 
tempered by three factors: (a) the central 
government programmes would not have 
prevented sharp increase in rural poverty 
because of their limited scale; (b) limited 
effectiveness ol these programmes due to 
problems of organisation and delivery 
systems; and (c) drought-relief works in 
1987-88 were much more effective than 
central programmes 

I will lake up the last point first. In 1991- 
92, wcathei effect was mainly on north and 
western states. In the northern states there 
was not a significant problem because of 
irrigation. In 1987-88. as mentioned by TJ, 
some states undertook drought-relief works 
and that prevented (combining with PDS) 
the rise in poverty. My point is why did Ihe 
state governments not undertake measures 
to help the poor in 1991-92? Was ii because 
the centre declared it as ‘meteorologically 
normal’ year? or because the funds were not 
available due to fiscal compression and 
decline in the allocation of funds to states? 
01 becau.se Ihe bufferstock was not available 
lor relief works ’ For me. it looks like the 
fiscal problems due to reforms could be the 
mam reason lor not undeitaking relief 
works III different states. For example, in 
Maharashtra, the index number of food- 
grains declined lioin 184..S in 1990-91 lo 
128.6 in 1991-92 The expenditure under 
Employ meni Guarantee Scheme did not show 
any increase m teal terms On Ihe other hand, 
there were some, attempts to divert the funds 
(probably to meet the non-plan expenditure 
111 the builgeil) My hypothesis is that had 
thcie been efforts by the stale governments 
as well as the centre to increase the purchasing 
power ol the poor through anti-poverty 
programmes, probably rural poverty would 
not have increased With the relatively high 
purchasing power, rural |M)or could have 
purchased even the PD.S grains. The stale 
govci nments and the ceniredid not undertake 
these programmes because of the fiscal 
compression due lo reforms 


Rls true (hat tterehavebeen many teaki^s 
and other probietps in anti-poverty 
programmes in India. For example, the 
Concurrent Evaluation of JRY (January- 
December 1992) showed that more than SO 
per cent of the workers working under JRY 
were non-poor (Table 5). It is also true that 
these are relief programmes and only 
economic growth can provide productive 
and sustainable employment. It does not, 
however, mean that anti-poverty programmes 
cannot make a significant dent on poverty. 
Although TJ do not deny the importance of 
these programmes, they say that central 
programmes could not have prevented sharp 
increase in rural poverty. My point is that 
maintaining the expenditure under central 
programmes could have at least prevented 
certain sections of the population falling 
below the poverty line. 

A short digression: (a) One cannot reduce 
the leakages in anti-poverty programmes 
completely It can be minimised with better 
administration. For example, in some 
programmes, the leakage can be reduced 
trom 85 percent mentioned by Rajiv Gandhi 
(this was quite high and exaggerated) to 30 
to 40 per cent lev el. It may be noted, however, 
that fine tuning ol targeting programmes are 
also harmful to the poor. IG Patel has once 
commented that in some cases it is cheaper 
and simpler with leakages rather than 


T XBLt 4' FoooUKAIN OvTIAKt I'VorR PUS 

(Million lonnes) 


Year 

Rice 

Wheal 

Total 

1987.88 

10 17 

9.■’2 

19..39 

1990-91 

7 09 

7.87 

14.96 

1991-92 

8 78 

9,94 

18.72 

1992-93 

741 

9.36 

16.77 


Source Eionomu Surve). l9S9.9()and 1993-94 


I'abi.i .S Pkki (..NiAia Distribuiion hi JRY 
WoRKtRS BY Annual Incomc. 
All-India ■ CoNCiiRRLNr Evaluation 


Groups by Annual Per Cent 

Income 


(j) Oestitutc gioup 

(b) Very very poor 

(c) Very poor 
(tl) Poor 

(c) Above poverty 
line 


(up to Rs 2,265) I 14 
(Rs 2,266-3,.5(X)) 4.27 

(Rs.X..501-4,800) 12.95 
(Rs 4.801-6,400) 24 68 

(Rs 6.401) 56.96 


Source: Cotii urrem Evaluation o! JRY (January- 
l)e< ember IW2). A Report. Ministry of 
Rural Uevekipiiieni, July 199.1. 


Tabii f Indilsirial Disikirution Oh Rurai EMi’LOYMt.Nr (NSS Usual Staui.s) 


Ycai 

) 1 . 

Primary 

Males 

.Secondary 

Ternary 

Primary 

Females 

Secondary 

Tcniary 

1977-78 

” 1 ( 36 ” 

88 

10 5 

88 1 


1 

1*183 

77.5 

10 0 

12.2 

87 S 

7 4 

4.8 

I987-8S 

74,5 

12.1 

13.4 

84 7 

10 0 

s 3 

1989-9(1 

71 7 

12.1 

16.2 

81 4 

124 

6 1 

1990-91 

71 0 

12 1 

16.9 

84 9 

8 ! 

7 0 

1991 iJulv IVceinber) 

74.9 

11,2 

1.3 9 

86.3 

7‘) 

5.8 

1992 (Januaiy -Uccenibcr) 

75 7 

10.4 

13 9 

86 2 

78 

6.0 


Source Compiled from Chandrasekhar .and Sen (1993). 




targeting fafso sec Sen 1992]. Supporters of 
these programmes say that leakages arc 
everywhere in the society. We have also 
leakages in the growth-based programmes. 
For example, irrigation projects in India may 
have large leakages. 

(h) Anyway,in the absence of higher 
growth and imperfections in markets, poverty 
alleviation programmes arc important Even 
employment creation through market 
mechanism would be costlier in the short run 
as compared to government programmes In 
1990-91, Rs .10 were spent in generating one 
day’s employment under JRY in 
Maharashtra. GOI (1992) quotes a rough 
estimate made by Subbarao for normal 
developmental activities in I986-K7. 
According to this estimate. Rs 64 is needed 
for generating ■’tne day’s employment via 
normal developmental activities in 1986-87 
[sccGOl •oo'’) Tendulkar(I992)di.scusses 
the importance of the direct attack on 
poverty in the light ofthe barriers to income 
mobility for the poor, particularly for the 
virtually as.setless poor. In the absence of 
signilicant redistributive measures as 
happened in Bast Asia. Indian poverty 
alleviation p.'.igranin^o.s can also be 
considered as programmes that change the 
structurcofincomcdistribution.Olcour.se. 
one has to distinguish between populist 
programmes and other programmes [Rao 
19951. The protective social security 
schemes arc equally important. "Studies 
point out that 60 per cent of the total 
disabilities occurring in India can be 
prevented if expectant mothers receive 
proper nutrition and care” (The Economic 
Times, July 25. 1995). There is certainly 
a need lor improving the efficiency ol the 
government programmes 1 Dani wala 198.)|. 
Regarding organisational and delivery 
systems for poverty alleviation programmes, 
institutional reforms may be needed tor 
implementation i n order to reach the bcnci its 
to the ptxir effectively. 


(5) StH-ial 

total consumption of a person or hou.sehold 
consists of private consumer expenditure 
and social consumption. TJ’s concern in 
their paper was mainly on private 
consumption. It is difficultto get information 
of stK’ial consumption at the household level. 
However, many studies have shown that 
social sector enpenditure declined 
considerably during the first few years of 
the reforms penod (among others, see Gupta 
l995,Guhan 1995.Prabhu 1994,Tul.sidhar 
1993) These studies have shown that 
expenditure on health and education and 
other sectors have declined and it could 
affect the human development indicators 
Decline in expenditure on important 
components of health sector, namely, 
preventive health care, was also noticed I 
attribute any decline in social consumption 
mainly to reforms. 

The above interpretations regarding the 
impact of reforms on the rural poor can be 
summarised as in Table 6. 

To recapitulate, the interpretations 
mentioned in this note indicate that the 
increase in rural (Hiverty indicators (based 
on private consumer expenditure) in the 
post-relorm period was more due to the 
direct and indirect impact of relorms as 
compared to (actors like weather and farm 
lobbies One ol the main factors could be 
the inability ol the states and the centre (due 
to fiscal compression) to undertake relict 
works in order to increase the purchasing 
power of the rural poor. In other words, the 
‘constricted manoeuvrability’ mentioned by 
TJ could be attributed to the reforms. Any 
decline in .social consumption indicators 
could be mainly due to reforms. I have not 
discus.sed here (he counter factual qesiion.s 
like what would have been the situation 
without reforms and the issues .such as the 
impact of economic reforms on poverty in 
the medium and long-run or the trade-off 
between the short and long run. 


Tabu: 6. Impait or Reforms on Ri'kai. Pikir 


Due 10 Refonns (Directly) Due to Refonns (Indirectly) 


Not Due to Reforms 


Decline in rural non-agn- 
culluiv ciiiployiiicnl and 
income 

Decline in fertiliser 
subsidies 


Increase m the expectations 
of traders and fanners 
regarding prices 

lncrea.se m the issue pnccs of 
PDS 


Weather factor Only 68 per cent 
and 65 per cent of districts had 
nomial/cxccss rainfall in 1991-92 
and 1992-93 respectively 


Reduction in central 
expenditure anti poverty 
programmes 

Decline m expenditures on 
sectors which improve 
social consumption 


Inability of the state governments 
to undertake relief works to 
increase the pua'hasing power of 
the rural poor 

On the positive side, decline in 
indusmal protection and devalua¬ 
tion were expected to shift the 
terms of trade towards agriculture 
Devaluation can also have 
negiKivc effects in the short tun 
For example, in some slates, urea 
under fuodgrjins were shifted to 
non-farm activities for export 
purposes. 


Part of the excess increa.se m 
procurement prices could be 
atinbuted to fann lobbies 

Lower level of buffer slock 
compared to the optimum level 
(this could be partly due to 
weather factor) 
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Indian Industry under Liberalisation 

'['he Indian computer industry has come a long way since its total reliance 
on imporls from a few multinationals m Ihc 1960s. However, the current 
round of import liberalisation isprotiucing an increasing number of features 
redolent of lhai earlier period. M-82 The experience of Ihc computer 
hardware industry holds important lessons for the success of the shill in 
the government'.s role Irom doer-controller to facilnatoi-mlei'vencr v/.v-«-i7.\ 
industry. M-94 An empirical evaluation of the performance of the cement 
industry dunni: the various phases of control and decontrol can provide 
major inputs lur the ongoing debate on whether economic liberalisation 
will sigmlicanily contribute to industrial growth and clficicncy. M-Ill 

Colonial Policy and Communalism 

In the study ol communalism, the 'olonial policy of separate electorates 
lor religious niinontics has been pul forward as a powerful explanatory 
factor A eom|i.irison of British India and ihc princely slates of Banxla and 
Travaneoic suigcsls that such arrangements had much less innuenec on the 
lormation of eummunal idcniilics than has generally been assumed. 2123 

In.stitutionai Change and Farm Productivity 

West Bengal is the only state which has for the last nearly iwodce;ules been 
operating a system of demoeralieally elected local scll-govcrnnicnt. It has 
al.so successfully earned out certain land reform measures. What has been 
the impact of these institutional changes on agrieuliural productiviiy? 2134 


Emperor’s New C'iothes 

In the large-scalt- rcorgamsalion ul 
Ihc power ami iciceoni sectors now 
under way. the oscmduig consulcraiion 
IS lhai of making privaic investment 
atiraelive. Comern loi consumers 
IS mil on the agenda, 2114 

Not the Whole Story 

Ecological economics' concepts of scale, 
uncertainly and i cosysiem health 
have to he ecnii.il to decisions on :uid 
evaluaiions ot l.irge inliasirucitiic 
projects Disrcg.iid ol ihcse laciors in 
regard lo die N.nmada Valley projeci 
invalidates man', previous analyses 
which have lypually relied on 
traditional eost-benefit analysis. 2138 

Economic Reform and States 

While the broad industrial policy 
framework is tonnulaied by the central 
government, it is ihc state governments 
that can mlluciicc ihc siraiegic location 
ol new invesimems and the assiK’iaicd 
pay-oils. What arc Ihc critical policy 
is.sues m relation to indiisinal 
liherahsaiion .ii ihc st.iie level'.’M -117 

Towards Beijing 


No Panacea 

ricsible s|x;ci.ili.s.ilion is 

sh. ii.iclerised as a single model 
wiih a dcimile set of labour 
tonseqiiemes. wheieas ihe re.iliiy is 
much more v.ined. In developing 
couniries llexible produelion and 
org.misalion ot small lirms is in 
laet a suivival strategy of emerprises 
sinigghng lor a maikei niche 
whieh docs not atti.ict Ihe 

huger comp.mics. M-124 

Forc.st Management 

While |omt tores! management 
IS a step forward from ccnir.iliscd 

si. iie-conirollcd management 
systems, is n .is participaiory and 
dceenirali.sed as ti is claimed lo be’’ 
The experience ol Tamil N.idu 2110 

Double Jeopardy 

The Kashmiri people and their 
demand lor '.i/aili' are caught 
between the Indian army's 
opcraiions on the one hand and 
those ol .so-called 'guesi militants' 
determined to convert a n.ilional 
movcincni into a religious war 
on the other 2105 
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social development, they also lead lo 
an avoidance ot any critical evaluation 
; of.l^hc 4(:.yci(>pmcol |hoccv.(*|; , „ 


Lesson.s from East A.sia 

Trends in Ihe How of diretl lorcign 
invcsiincni into cast Asia hold 
inicrcsting pvunters to how ihc 
Indian government should liamc 
ilK strategy to attract lorcign 




LETTERS TO EDITOR 


Technology Development 
in Fertiliser Industry 

I WAS resisting my temptation to intervene 
in the Sudip rhaudhuri-Ramaswamy Iyer 
debate on the developments in the Indian 
fertiliser industry in the 1960s and the 1970s, 
but since (May 28.1994, August 20. 1994. 
April 29, 1995 and June 24, 1995) Iyer has 
made an attempt to obfuscate the issues by 
referring, above all, to the “appreciative 
letters" he has received in support of his 
position, I fell prompted to respond. 1 have 
long worked on the Indian fertiliser industry 
and having gone through the material during 
the period when the decision regarding the 
1,350 Ipd ammonia plants were being taken, 
which incidentally was during Iyer’s tenure 
as the financial adviser in the ministry of 
chemicals and fertilisers, I can provide .some 
vital facts that Iyer has preterred not to 
mention 

One of the most glaring omissions in 
Iyer’s interventions was the absence of any 
reference to the Sethna Committee report 
(chaired by H N Sethna, then chairman of 
the Atomic Energy Commission) that 
considered the working of the three 
engineering design organisations involved 
in the Indian fertiliser industry, viz, Pand D 
division of the FCI, FEDO of the FACT and 
the EIL. This rcpiirt w.is never made public. 
Iyer could possibly provide the reasons why 
the report was kept secret. But what is 
important in the context of the Chaudluiri- 
lycr debate is that the Sethna Committee 
hud argued that EIL should not have been in 
the business of setting up fertiliser plants in 
the country The Bechtel Corporation- 
supported EIL was thrust upon the fertiliser 
industry even when two public sector 
organisations, P and D and FEDO, were 
long involved in setting up plants largely 
based on expertise available locally. Thus, 
instead of allowing P and D and REDO to 
hone up their skills, it could be said that EIL 
was intrixluced to dissipate the efforts of the 
organisations that were involved in 
developing indigenous technology. 

The Sethna Committee’s arguments, it 
needs to be pointed out, centred around 
strengthening of the P and D division of the 
FCI. Standardisation of plants (both 
ammonia and urea) was among the foremost 
suggestions made by the Sethna Committee 
to make the P and D division more efficient 
as an engineering design organisation. It is 
in this context that the points raised by 
Chaudhuri regarding the implications of 
■setting up of the 1.350 tpd ammonia plants 
become relevant, and he is quite justified in 
questioning the veracity of the decision in 
favour of the larger-sized plant. 900 tpd 
ammonia plants were then the size that P 
and D division was capable of handling and 
this size should have been adopted as the 
standard. There was no need to scale up the 


ammonia plant to 1,350 tpd particularly 
when this larger-sized plant gave no clear 
operational cost advantages. On the 
contrary, it could be argued that the 1,350 
tpd plants could not be adopted as a standard 
size because several regions of the country 
did not have the infrastructure to transport 
the over-dimensioned equipment required 
for this size of plants. The decision in 
favour of the 1,35() tpd ammonia plants was 
nonetheless taken, but in all this the ultimate 
loser was the P and D division of the FCI, 
which had by then been made a separate 
company as the FPDIL. This was the last 
nail in the coffin of the efforts to develop 
indigenous technology in the Indian 
fertiliser industry. Iyer could refer to the 
article I had written in the Annual Number 
of the EPW in 1984 dealing with the above 
mentioned issues. 

Iyer’s own role in the process of 
downgrading of the achievements of the P 
and D division deserves mention. The issue 
of lime and cost overruns in the projects 
P and D division had handled was studied 
by an independent organisation, the Institute 
of Financial Management and Research 
(IFMR). Although the report was unable to 
fix the responsibility for the overruns 
conclusively on the P and D division, the 
report was nonetheless used to fiog the 
organisation. This report was given undue 
importance by Iyer in his capacity as the 
financial adviser of the ministry. A note 
was circulated by hi'm that even I could lay 
my hands on! And all this he did while the 
Sethna Committee report gathered dust and 
which, as I mentioned before, was arguing 
for strengthening of the P and D division, 
and therefore of the indigenous efforts at 


technology development in the Indian 
fertiliser industry. ' 
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Fudged Statistics 

KALIMUDDIN SHAMS, West Bengal’s 
minister for agricultural marketing, 
informed the state assembly on July 24 that 
the prices of potatoes and vegetables - in 
which West Bengal is a surplus state as per 
the state government’s statistics - were 
rising because of the centre’s restriction on 
export and non-availability of infrastructural 
facilities for storage. This statement betrays 
the utter idiocy of ministers - whether of the 
left or right variety - in today’s Indi 
Rising prices despite surplus production 
also raise serious questions about the quality 
of statistics of the West Bengal government. 
A few months ago, due to floods in some 
neighbounng states, trucks carrying fish did 
not arrive from some fioulhcm states leading 
to a sudden jump in fish prices by more than 
50 per cent. Finding no buyers for such 
costly merchandise, fish stalls in the market 
remained closed for nearly a week. All this 
happened in Calcutta proper where the people 
have relatively good buying-power and in a 
state which has had the highest production 
of fish for some years. Comments about the 
West Bengal government’s fudged statistics 
that appear occasionally in the ‘Discussion’ 
columns of the EPW arc well taken. 
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Back to the Roots 


I N Beijing next week, more women will be talking the same 
language and sharing the same idiom and grammar than 
ever before in articulating a women’s perspective and 
reviewing the tremendous changes in the decade following 
the Nairobi Conference on Women. And as never before in 
the history of the modern women’s movement, they will be 
confronting and challenging the limits of accommodation 
possible within the dominant world order structured by the 
neo-liberal economic paradigm. 

While gender disparities arc pervasive and, as the Human 
Development Report 1995 suggests, persistent, some indices 
measuring .social change with regard to women have shown 
considerable and consistent improvement in most countries. 
However, the progress towards women’s equality appears to 
slow down in proportion to its costs to the state in terms ol the 
economic, political and social change required to engender 
such change. Between 1970 and 1990 life expectancy ro.sr 20 
per cent faster Ibr women than for men; in adult literacy and 
school enrolment, the gaps between men and women have 
been halved; and female literacy rates are now closer to 
men’s. Primary school enrolment of girls in developing 
countries has risen by 1.7 per cent a year during 1970-90 , 
showing a higher rate than for boys. 

The snap.shot of women’s health status is not so bright. 
Infant mortality rates, the reduction of which is directly 
related to the lowering of fertility rates and increasing 
contraceptive prevalence, have declined. The one has fallen 
significantly and the other has risen, whereas maternal 
mortality rates, which reflect the status of investment in 
infrastructure, have shown remarkably small declines in 
developing countries. Shockingly enough, 46 per cent of all 
maternal deaths occur in the three countries of the Indian 
subcontinent, India, Bangladesh and Pakistan. Significantly, 
comprehensive data on women’s health and their access to 
health care facilities continue to be unavailable, hiding the 
lack of progress in the area. There is evidence, for instance, 
that malnutrition affects women more than men: according 
to the HDR 1995, 458 million women suffer from iron 
deficiency while only 238 million men are so affected. 
Similarly, protein energy malnutrition severely affects 
women more than men and is estimated to be the cause of 
3,00,000 deaths among women in the age group 15 to 59 in 
developing countries. But there is little information on how 
many more women die of communicable diseases, whether 
more women are affected by these diseases or die because 
of neglect, how badly women arc affected'by gender-biased 
medical systems and on investment patterns in health care 
for women. 


Even more stark is the evidence on women’s economic 
situation. Poverty, as the HDR 1995 puts it, has a woman’s 
face. More than 70 per cent of the 1.3 billion people living in 
poverty are women and the number of rural women living in 
absolute poverty rose in tbe last two decades to 50 per cent. 
Women’s labour force participation has grown by a meagre 
3.9 percentage points in the last two decades, bringing the 
rates nowhere near the 58 percent for men in 1990. According 
to the World Development Report 1995 (WDR), however, in 
many countries - 30 of the 45 low income countries - the 
female share in the labour force has actually fallen: in India 
from 30 per cent in 1970 to 25 per cent in 1990. 

There arc far more women ‘unemployed’ in the sense of 
those who seek employment and do not find it. There has been 
hardly any progress in-providing work-related welfare 
measures such as child care facilities, maternity benefits, 
social security, etc. While women constitute 80 per cent of 
food producers, few countries have legislated to protect their 
right to the land that they till. The one sector where women’s 
participation has risen, and sharply, is the informal sector, 
which includes home-based production as well as small and 
cottage industries and trade and service occupations. This is 
also the sector which has the poorest working conditions and 
is the most ill-legislated, ill-monitored. 

Arc women’s rights today better protected and more 
uniformly institutionalised? TTiough the Convention on the 
Elimination of All Forms of Di.scrimination again.st Women 
(CEDAW) has been signed by 139 countries, only 41 have 
ratified it, with the result that even in countries where, for 
instance, educational and other opportunities have been 
opened up for them, women may not have the right to manage 
property, to land, or to travel or even to access income- 
earning opportunities. And not suq)ri.singly, there continue to 
be only a minuscule number of women in decision-making 
bodies, in parliaments or in administrative structures. 

In other words, change or ‘progress’, it would appear, has 
occurred in those areas where, for one, the least disturbance 
has taken place in conventional structures, and for another, 
the state has had an associated pay-off, with least effort, as for 
instance in education because of the demonstrated connection 
between female literacy and the all-important goal of fertility 
reduction. As has been evident, the change in attitudes 
manifested in families allowtnwg female children to enrol in 
schools and in the state providing such facilities becomes 
irreversible and a step towards the breaking up of patriarchal 
structures only if adequately supported by other more radical 
changes in the economic, political and social system. But 
these changes have not even begun. Thus while there is much 



ut celebrate at Beijinj!, the strufigii; lor 
women's equality appears to be poised at a 
critical juncture. While ihc lir.si approaches 

10 the struggle did not deny ihc bias .ig.iiiisi 
women in ihc economic tools ol society, 
ihcy focused on the ch.ingcs required in ihe 
ways ol seeing .ind wavs ol ihinking. This 
radical leconsiruclion ol ihe woildview 
appears UKlay lo have been iidopicd, bin in 
fact II IS only the ihetoric which is in place 
Por gender equahiy is a Iticet of etonoinic 
growih whii h pieiniscs equality not only in 
terms ol the gams ol developineni but in 
allowing lor paiiicipatioii in delimng the 
processes and goals ol developineni. This 
has not happened and, worse, there is 
evidence that given Ihe prescripiions being 
proposed, Iheie will be even less change in 
lhal direction While the idea that economic 
growth IS not a stillicicni condition lor 
ensuring women’s equality is widely 
aceepied, the l.ictth.ii exp.insioii ol ecom unic 
opportumlics lor all is .1 prccondiiion lor 
ensuiing women’s empow'eiineni has been 
Ignored The HDK IW'.h rinslance, while 

11 advocates various changes to mcie.isc 
women’s eniillemenis, ensuie a ciilic.il 
tliicshold loi decision-m.iking posiiums to 
be held by women and mciea.sc c'ducalion.il 
opporiunilies lor women, h.ts only this 10 
say in lei ms of revamping the economic .incl 
insiiiulional ariangemcnls. eiicour.ige men 
lo participate in family caie, oiler nevible 
woik schedules. i h.mge tax and social 
securily inceniives. ,md ch.inge laws on 
properly, mheriiance and divoice To seek 
siiecial concessions manenvironmeni where 
opportunities loreinployment, lor incietising 
purchasing power, lor accessing b.isic 
necessilies .ire being sqiiecvc’d is ridiculous 
and pomllcss In l.ictceilam kmdsol gtowih 
being adviK'aled are designed lo m.ike the 
Mlualionwoiselorwiuneii The \Tl)R 
emphatic recommendation lhal couniries 
piiisue 111 ,irkel-based giowih paths, lake 
.idvantage ol new opporiunilies ,ii the 
international level by opening up trade and 
encouraging exporl-oiienied growih. even 
while ac kiiowlcdgnig that these movements 
will cause lurthci soci.il distress, even il 
only III (he inietini, will in the long run 
squee/e opportiiniiies for equal pailici- 
p.iiion III economic growih. More sigiii- 
ficamly. such a prescription makes ii 
imperative ih.ii vulnerable sections be 
ollered proieciion. Dclining women .is ihc 
most vuincr.ible ol those who need lo he 
proiccled Irom ihe ’mieiiiTi’ distress is 
politicallv s ii.'.indtakescareollhedeniiinds 
ol the women’s movement Thus in a sense 
there is cli.ingc wailing in the wings, change 
which will move women towards the goal 
of equality, but 11 wall he ephemeral, lor it 
will only laciliiaie the coiisolid.iiton of an 
inegalilaiian economic and political 
system and will in lime erode Ihe ciirrenl 
gams lor women. 


SAVING RATH ' . ' 

Negative Impact of 
Financial Liberalisation 

If used to be Icsired, as long as a dec.ide 
b.ick. ill,II the low domestic saving tale ol 
Ihe I'S. Its low household s.iviiig rale in 
p.irlnulai. would hecomc a source ol 
destabilis.iiioii ol the world eeonoriiy I'S 
gloss s.iving as percent ol GDP had cleelmecl 
lioiii ,111 .iver.ige of 20per cent cluriiig 
I07.f Ht) to 17 (1 per cent during I0m-K7 
Ihe I S economy w,is being piopelled by 
high household consumpiioii exi'eiuliitue 
III Ihe lOSOs IIS domeslie invest mem began 
lo exceed clomcsiic saving, giving rise 10 .1 
large dclicii 011 the curicnt .iccoum ol the 
bahinec ol paymcnis as well .is a budget 
delicii, which made Ihc US absorb si/e.ibic 
saving Ironi the rest of the world This 
siiu.ilion. It was thought, eoiilil not be 
susi.iiiieci lor long No doubt, some 
coireclioii li.is been m.ide m the budgci 
dc'lieii. hut the eurrciil .iceounl imbalance, 
whic h had n.irrow'cd .somewhat m the lalicr 
li.illofilic tOXOs. has got worse Thes.iviiig 
r.ile slipped lurlhcr 10 14.2 perceiil m l‘W2, 
with only a iii.iicaial improvcmeni lo 14 6 
pci ceni and 15 .5 percent, lespeclively. m 
the next two years. During these yc.iis when 
the I'S experienced the most r.ipicicc'onoiiiie 
lecovety amongst ,ill the iiidiisiri.ihsed 
eoimtries. according lo the l.ttesi HIS .iiimial 
repoil .md the OHCD ecoiiotiiic survy of 
Ihe US, net household .saving ,is perceuiage 
ol pcisoiul disposable mcctiuc dwindled 
Ircrni X f percent in 1984 to5 ,5 percent in 
1992aiicl lurlhcr to4 1 percento.ich in 199.^ 
and 1 994 . At the other end of the spectrum, 
net househcild saving 111 Japan rose iroin 
14.4 pei cent lo 1.5 6 per cent and 16 6 per 
eeni, respcclively, over the s.imc period 
Il could be argued lhal the US economy 
has not collapsed, ih.il in l.iel it li.is prospered, 
despite the low saving ratio II could be 
luilher suggested that with the freeing of 
cross-border capital Mows and liiiancial 
sector libtr.ilisaiion the world over, inicr- 
couiilry iinb.il.iiices in saving can now be 
evened out smoothly vviihoul disrupting Ihc 
world ccoiioinv Hut. on the other hand, it is 
equally true ili.ii because the pieseni woild 
economic older m.ikcs it possible lor some 
rich counirics to promote high coiiMimpiion 
levels w'hich propel their growih. a general 
shorUgc ol s.iving is being created Second, 
what IS also being pioiiioted is ,in unequal 
disiribuiion ol world saving as the nclier 
countries.lie.ibleioaiiractproduciivccMpilal 
in far l.irger mc.isure tli.in the poorer coun¬ 
tries. t'ln.illv lor the above reasons. Ihccosi 
ol capii,il lor Ihc poorercouiiiiies has tended 
to increase with rise in world interest rales. 

These developments have raised quite an 
iiilcrcsiing deb.iie on the whole question of 
trends in world saving, saving behaviour i>f 


and con.scquenccs. In i 
Et'onnmir Outlook < May IW5) the IMF hits 
provided a succinct review of the issues 
involved. Hisloncally. il is the U.S which 
was the highest saving nation in Ihc world 
I with a saving rate of 20 per cent ol GDP as 
early as Ihe 1870s), whcicas most of the 
other imlustnal countries, including J.ipan, 
(he UK and France (as ai.so Canada and 
Australia), hail much lower saving rales 
Ihc'iween lOand 15 pcrceiiif. Whilethe U.S 
.saving rate stayed remarkably constant over 
most of Ihc 20lh century until the l9K0s. 
virtually all Ihc other industrial a-'otinlrics 
and Ihc fast growing among (he developing 
eounirics have seen their s.iving rates move 
up lo the 20 per cciU range A few eouiiines, 
such as Japan, China and some ol the newly 
indusinulising Asian economics, have 
achieved saving rates in excess ol .50 percent. 

Driven partly by Ihe r.ipul rise in Japan’s 
saving rate, overall w.irld saving rate 
climbed steadily lioiii the 1960s. touching 
pe.ik levels during the oil price shock; of 
1975 and 19X0 Hut since 1980 the world 
saving rale has declined niarkediv. Having 
aver.iged 25 pci ceiiCin the pre-oil shock 
years ol 1960-72, il rose lo 25 per cent 
between 1975 .md 19X0 and then came 
down to 22.5 [xircem .liter 19X1 ,11 aver.iged 
21.75 per eciii m 1992 and 1995, down by 
over 2 pcrcenl.ige poiiiis Irom the levels of 
the late I9f)()s ,uid Ihe 1970s it is interest¬ 
ing that the icslr.iini on consumption 
necessitated by the oil price increases, in 
the indu.sirial countries in particular, brought 
about a ri.se in world saving. 

The IMF review highlights (h.it decline of 
public .sector saving has been responsible 
for the fall in saving rates in (he industrial 
c'ounliics. Il IS the public sector in other 
words which has sustained the high private 
consumption levels. The industrial countries 
eurrcnily account lor roughly one-hall of 
world saving, (hough their share ol woild 
GDP IS over 70 per cent. By contrast, the 
.iverage national saving rale ol the 
developing countries has shown a sharp 
upw.ird trend from about 19 per cent of 
GDP in 1970 to 27 percent today. The rate 
for the developing Asian countries has gfone 
up by over 10 percentage points, fmm 21 
per cent in 1969 to over 51 per ecnl in 1995, 
th.inks to the rise in private saving rales. 
Saving rales m Alrica and Ihe developing 
countries 11 : Ihc western hemisphere liave. 
however, eomc down - in ihc ease ol the 
lailer counirics aiier rising m Ihe 1970s. 
■|'hc IMF study comes to the categoric, and 
significant conclusion lhal ’’.imong Ihe 
l.ictors responsible lt>r the tall in the sasing 
rale m these i iuinirics wore Ihe surge in 
e.ipital Hows and financial liheralisalion. 
which resulted in increased access to 
domestic and foreign horrowing". The 
impaet of ilnaiicial liberiilisatHin on saving 
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mdusirial countries, according to the IMF. 
In ihcdcvelopingcouniries, white the inflow 
of foreign capiUil may increase the total 
funds available for inve.slntcnl. it is likely to 
partially replace national saving by raising 
domestic consumption. Suggesting adistinct 
negative relaliun.ship between domestic 
saving, especially private saving, and the 
inflow of foreign saving, the IMF review 
brings out how capital flows mlo the iiia|or 
Latin American countries have lowered 
national saving rales because these countries 
simultaneously liberalised and o|>ened up 
their financial systems The Ineli growth 
Asian countries, on ilie other hand, lolloweif 
very cautious policies in opening up and 
liberalising iheir linanci.il sectors and the 
result has been ihai in then c.tsc capital 
inflows have siipplemenied natiiTnal s.iving 
and increased overall iiivesimeni. The IMF 
review also finds that ilte impaci of foreign 
.lid on saving, though mixed, has been 
generally neg.iiive. with some 40 per cent of 
aid on .iver.ige going inio consumption 
The iricky qiieslion ot the relaiionship 
beiween income growth and saving rale 
lem.iinsiin.inswered Theimp.ictolch.inges 
in die le.d inieresi i.iie on the s.ising i.iie is 
simil.iily .imhigiioiis. wiih hoih .1 positne 
suhslilulion elleci .ind .1 possible negative 
income elleci. Empirical studies nave' 
genetallv found liille overall effect. Also 
amhignous IS the el led of l.ixalion on saving 
hchacioui. bcc.iuse taxes ,md subsidies lot 
savingexeiiiheirelleci through theefieciice 
posi-t.ix inieresi rale and. as noted aboce. 
the s.iving rate h.is been I'ound to show not 
much seiisilivily to changes in the real 
interest rale. The effect of the leal inieresi 
r.iie on s.i\ mg tends to he .ill the moie weak 
in developing couniries because of licpmliiy 
consiramis and low' leecTs itl income. 'Ilte 
effect ol the age composition of the 
population on ihe s,iving rale has been 
loiinil to be signilicant. p.irticiil.irly in Ihe 
OECDcouniries. 1 he lile-c\ cle model, with 
proMcling for retirement taken as the 
principal motivation loi s.iving. would 
expect Ihe saving rale to decline .is the 
p'oporiion ol the retired in the popul.ilion 
increases. On the other hand, a higher 
proportion ot those below the woiking age 
•utd of dependents woi I Id also tend to depress 
Ihe saving rale. 

FOLITKS 

Deal-Makers' Opera 

WITH the Lok Sabha polls fdue early next 
year) looming large before the political 
parties, their leaders have already started 
working out and testing equations among 
themsci ves for negoliat i ng ptyssi ble a 11 1 ances 
and adjuslmctjis in order to lace the 
unpredictable cicetoratc in 


t>cvel(>{mtc|its in the' 
camps durinudhe last few weeks indicate 
both open merluros and covert powwows 
among dillirem parlies and individual 
politicians, loimulatmg their respective 
electoral sirai. gies. Whi Ic the major political 
parties and 1 imhmalions are in a rush to 
capture pow.. .n ihc centre, the smaller and 
regional p.inios. as well as iiulcpendent 
polilieians.aii'c'lamoiiringlogaindfoolholcl 
in what iniglv turn out to he a hung parli.i- 
meni where they hope to serve their own 
interests by playing a decisive role in the 
horse-tr.idiii.!; that would determine Ihc 
lormaiion ol ilic next government in New 
Delhi. 

Among Ihc ii.ijor coniciulcrs, the sudden 
decision ol ihi BJP-.Shiv Sena government 
of Maharashii.' to feln uaie the union home 
minister .S H ( hasan on his 75 lh birthday - 
otherwise an cnimentlylorgcll.ible occ asion 
111 the public rni id-and the laiier’s ic.idincss 
• loatlendthcccii-moin 1 in spile ol opposition 
from a seclimi ol Ins own party in 
Maharashtra) aie not without elecloral 
signifieanee ilic glib explan.ition olfered 
olficially by l-iih ihe HJP-SS alli.inco .iiul 
the Congtcss I'.irlv dial it w.is merely .in 
expression ol i ie siau' go\ eminent s ardcni 
desire 111 hointir a 'hero' ol M.ihar.islili.i 
whose popul.IMS vs as supposed lociu .u row 
all poiiiic.il iMiiierv will not convince 
any one (ine v lew is dial t'h.iv.in decided lo 
.mend die cer.mony .iller gelling die iiikI 
Irom die piiin: mnnvier With lh..‘ rapid 
eiosion ol die '.inks ol his IoIIowits m die 
p.iiiv .S.ir.isin’'i<i Kao is obviouslv keepin.i' 
his options op. 11. usine ('h.iv.iii .ix .in olive 
hraiK'i) lo die s.ingh p.inv.u We should not 
hc'smpiised d i.iciliuideislandingisarrncd 
ai beiween the l>JP .iiicl K.io on the eve ol 
elcelioiis. 

The other piMiieal panics also are I'edgmg 
their hcis b\ iiegoliaimg with region.d 
groups, breakaw.iy l.ictionsol Ihcroiigiess. 
inlluenli.il nuti'perulem e.iiulid.iles and .ill 
sorts of odd panics .uid poliiiei.ins. noi 
knowing whic!i .iiiiong diem inigln inrnoui 
lo he handy in ilieii pin suit ol power in .New 
Delhi. The N.ii on.il l■'ronl, widi die J.in.ii.i 
Dal as IIS ie.idiiig consiiiueiii. is mclmeil to 
give up .1 veiiiral strategy l.iymg down 
uniform principles (or poll alliances m 
favour of a flexible approach ih.ii would 
allow Its con'iiluenis to come to ,111 
imderstanding with parties or indiv idii.tis 
ac.ording lo llu ir respective iieeiis We are 
thusenieri.imedby die poliiic.il li.irlequiiiade 
m Ihe south, where super-si.it \ I'K inviles 
Jjy.ilalitha. K iimkaiiili K.iikiimar .md a 
flosi of siiiul.ii ii.ilmee idols lo lorm a lioiil 
called 'Hh.ii.il 1 'es.iin' Al Ihe s.imc nine, he 
hasiens 10 .ismuc ihe N.ilional From .ind 
odier ii.iiion.il p.iines ili.ii he is .unenahle to 
negoii.iiioiis lor eleclor.il adiu.stnieiils. It is 
ohviousih.il N'l R is iiyingtocxpand beyond 
his Telugii Desam (already fragmented by 


family squ.'ibbicgtanifemerge as u presiding 
deity over the southern .states - Andhra 
Pradesh, Tami I Nadu and Karnataka, though 
not Kerala which, mercifully, has not yet 
suceuinhed lo the tinsel politics of the film 
world 

In the northern states, the non-BJPand Ihe 
non-Congress political parties are al.so 
unwilling 10 pul all their eggs in one basket. 
Both Mulayaiii Singh Yadav of UP and 
l,aloo Yadav ol Bihar - al loggerheads with 
cMch other - have taken care lo keep 
Narasiniha R .10 in good humour. Both .ire on 
Ihc hit-lisi ol Ihc Sangh pan var and therefore 
need proicciion from the centre, ('onsidered 
.IS 'unioucli.ihlc’s' by the BJP, they have no 
opiion hul lo join die Naiioiial Front, hut at 
the same time eanmil .diord to ant.igoni.se 
R.io. should Ihc I.illei reiiirii to power. 

From all diesc hehmd-the-sceiies deals 
.ind .ill die .iinhi v .ilcnt gestures and iillcmnccs 
1)1 polilici.ins wli.it has loi.illy disappeared is 
ideology - or wh.ilcvcr hide of it is left 
lod.iv in the Indian polilieal arena. 

KASHMIR 

Charade All Round 

,( (<inc\p<)n<knl writes'. 

MU' killinc ol die Norwegian hosia.ee by 
die AIT .11.11) m)l)i.u)ls thiows .1 murky light 
on die nooks .iiul ct.imiies ol die K.ishmir 
dispute. Ill which .iie shi. k iioi only New 
Ilellii .md Isl.iih.ib.id bill \\ ishiiigloii lixi 
li.ipped by Its ir.idiiioii.il i'..Ik , ol pl.iying 
(ooisie with P.ikisi.m die 1 s is now being 
hoisled b\ Its own pel.iid I lie Clnilim 
aclmmisir.ilioii should li.iv ‘ lo do .1 lol ol 
evpl.iimiig lo Its cili/eiis ,is lo win iIk' ,iII 
powerlul diplom.ihe .iiul inilii.irv cloiil ol 
W.ishinglimcouldnoleslMc.ik ,il Sn.iimii.d 
(one 111 Ihe liosi.iges held lor moie ib.in .1 
moiilhl Irom die c luu lies ol .1 leiroust croup 
which IS p.iironised bv die s.ime islam.ib.id 
which IS being .iimed bv W.ishinglon 
On die si.ilem.iie over Ihe liosi.iges m 
K.islimir. eurionsly enough, all (liiee 
govemmeiils appear lo sh.iie .1 common 
siraiegy. which is long otuhplom.iiic rhelorie 
.md short oil operative dumsuics in gel the 
liosi.iges reie.isc’d lo hike our govemmeni 
lirsi. no one m Ins senses ol course lould 
h.ixe expected the Indian .iimy lo loc.ile .md 
aii.ic'k the den nl die Al F.ir.m group .ind 
rescue die hostages lis peilorm.iiiee during 
llie("h.irar-c‘-Sh.inel .>|iei.nion. when il l.iilcd 
10apprehend M.isi (ml who liier.illy walked 
■iw.iv Irom die shime m Irom ol the .irmy 
1,ivc.ms.md oil leers. IS evidence ol die .11 my's 
c .i|i.ibdities. The only opiion leli wiiti New 
i)elhi therelore was to blow iioi and cold - 
now ihre.itcmng to punish iln* .iKIiic tors ,ind 
llienappealingtoilicm and I'mallv depending 
on diplom.iiic inilialives Following ihi.s, 
we were enlerlaincd by a number ol 
inirigiiingdevelopnienis UnderUSpiessiire, 



we were told, Maulana FarJur Rehman, 
chairman of the Pakistan Senate’s foreign 
relations committee, who is reportedly 
closely allied with the Al-Faran group, was 
allowed to visit New Delhi, presumably to 
establish contacis wiih ihc group and 
persuade it to lelcase the hostages. The 
Maulana cooled his heels in the Indian capital 
for a while and then went back to Pakistan. 

This brings us lo the role of Islamabad. II 
Maulana Farlur Rehman was the crucial 
link between the Pakistan government and 
the Al-Faran, as we were told, one wonders 
why it was necessary for him to come all the 
way to New Delhi to speak to the abductors. 
He could have done the job from what he 
calls ‘Azad Kashmir' lying within Ihc 
territory of his own government. Docs it 
mean that Islamabad does not have any 
control over some of Ihc militant groups 
operating in Kashmir which it had trained 
and armed'’ Or are the ISI and Bena/ir 
Bhutto operating at cross purposes'.' At the 
end of It all, poor Bhutto was left with the 
embarrassing task of condemning Ihc killing 
of the Norwegian hostageby militants whom 
only the other day she was lauding as 
‘freedom fighters’ receiving ‘moral support’ 
(a diplomatic euphemism tor military aid 
and training) from her government. 

Whatever the way in which the hostages 
crisis is resol ved, it is clear that both Pakistan 
and India have bungled in their respective 
strategic plans on Kashmir. New Delhi 
underestimated the ruthlessness of a gang 
of desperadoes, which, it thought, would 
hesitate to kill foreign nationals. But Al- 
Faran, peeved by its inability to get its 
leaders released from Indian jails, and bereft 
of any sense of responsi bi li ty to the cause of 
the Kashmiris, had no qualms about killing 
a hostage. It has no doubt embarrassed 
Islamabad, which should realise now that it 
has created a Frankenstein by training and 
arming numerous groups of militants of 
which it may have lost count by now. The 
logic of such a muddled militarist strategy 
inevitably leads to thoprolifcration of armed 
bands of mercenaries which acquire an 
autonomy of their own and create situations 
beyond the control of their patrons. New 
Delhi had lo pay a heavy price for adopting 
a similar policy when it U'ained and armed 
the Sn Lankan 'Tamil mi li lant groups, among 
which the LTTE emerged as a challenge to 
New Delhi itself and humbled the Indian 
army in Jaffna. Short-sighted as it is, the ISI 
of Pakistan failed to learn lessons from its 
Indian counterpart, the RAW, 

One hopes however that among the 
Kashmiris, those who claim to be freedom 
fighters, the politicians who support them 
and the people who sympathise with them 
will take lessons from the Al-Faran 
abduction experience. Thei r dependence on 
Pakistan's moral and military support 
(without seeking alternative sources of aid. 




both inside India arid abroa^ has not only 
diluted their identity as freedom fighters (as 
distinct from the pro-Pakistani Kashmiri 
groups .seeking Kashmir’s merger with 
Pakistan), but also crippled their will and 
ability to prevent the Pak-sponsored groups 
- both Ka.shmiri and those consisting of 
foreigners (Afghans, Saudis. Libyans and 
others known in the valley as 'guest 
militants') - Irom dominating the armed 
movement and indulging in crimes like 
rape, c.xiortion, abduction, etc It is this that 
led lo the emergence of the hitherto obscure 
group called Al-Faran from among the Pak- 
armed militant squads operating in the 
valley, which had acquired enough clout 
not only lo be able to defy the Indian army, 
but also to refuse to heed appeals from the 
local Kashmiri militant front, the Hurriyai 
Conference. It is quite apparent that Al- 
Faran owes no loyally to the local Hurriyat 
or even to Its Pakistani mentors. The Hiirriyat 
then should realise that the Pakistani strategy 
of indiscriminately arming mercenaries has 
not worked to the advantage of the Kashmiri 
militants and would inevitably lead tocrimes 
like the killing of an inncKcnt hostage. In an 
attempt to dissociate itself from the ghastly 
incident, Ihc Hurriyat promptly called for a 
'Kashmir bnndh’ protesting against the 
killing of the Norwegian hostage. But, not 
daring to condemn Pakistan for arming Al- 
Faran, the Hurriyat leaders came up with 
the theory that Al-Faran was an ‘Indian 
intelligence agency’. 

How long can this charade continue - 
with India pretending to solve the Kashmir 
crisis by holding elections, Pakestan posing 
as a saviour of Kashmir while planning lo 
annex it and the politicians of the Kashmiri 
militant movement blaming New Delhi for 
their own failure to stem the degeneration of 
the movement that had been brought about 
by Pakistani military aid and abetment’.’ 

NUCLEAR TESTS 

Obsolete? 

THE Clinton administration’s 
announcement that the US would not 
conduct any further “nuclear test explosion 
or any other nuclear explosion’’ has moved 
the comprehensive test ban treaty (CTBT), 
currently being discussed by 38 countries in 
Geneva, several steps closer to becoming a 
reality. On the other hand, it does not ensure 
that the US will either reduce its nuclear 
arms stockpile or even refrain f rom adding 
to it. Nor for that matter is the declaration as 
momentous as it is made out to be. 

The point of fact is that ever since the idea 
of a comprehensive test ban treaty was 
conceived there has been an enormous 
investment in pursuing research on evolving 
alternative methods of testing which validate 
and test thb reliability of nuclear systems 


. 

but db not involveiexplostons. iiydirpnttcW 
testing, the capability for which France is 
now reportedly attempting to acquire in the 
course of its eight nuclear tests in the Pacific, 
release very low nuclear energy while being 
capable of validating the design of a nuclear 
weapon. A recent well-circulated statement 
of an influential groupof American physicists 
has suggested that the US could maintain 
reliable nuclear weapons without physical 
nuclear tests. There is sufficient information 
to show that experiments on evolving testing 
procedures using laser simulations and 
complex computer systems haye been 
successful enough for the US to have made 
this declaration of a ban on nuclear test 
explosions. What is of import here is that all 
these newer methods of testing without 
explosions are with Ihc US mainly and to a 
much lesser extent perhaps with France and 
the other big nuclear powers. In other 
words, even if a comprehensive test ban 
treaty comes into force - and now with the 
US pushing it, objectors such as Ru.ssia may 
have to fall in line - those countries with the 
capability of evolving new procedures for 
testing which do not involve explosions will 
carry on with the nuclear race. 

The other issue, of course, is that even 
while big nuclear countries have spent large 
funds in evolving testing procedures, etc, 
not enough research has gone into the 
mechanisms of monitonng any of the test 
ban treaties. The I niemational Atomic Energy 
Agency (IAEA) charged with the 
contradictory responsibilities of both 
promoting peaceful usetf of nuclear energy 
and at the same time ensuring that the terms 
of treaties such as the NPT are observed, has 
floundered badly. Its inefficiencies and lack 
of capability to do its job have become 
especially evident after the Gulf War and 
subsequently when it was revealed that South 
Africa, which had opened its installations to 
IAEA inspection, was simultaneously 
creating a nuclear arms industry which the 
IAEA would certainly have known about 
but did not divulge. TTiat large-.scale illegal 
proliferation of arms-making material has 
been taking place is now an established fact 
and the IAEA’s lack of authority as well as 
of technological inputs to monitor the arms 
race has become clear. 

Thus while Clinton’s announcement, 
coming as it did soon after the Republican- 
dominated Senate voted $50 million for 
low-level nuclear tests and in the wake of 
the world’s continued anguish over 
Hiroshima and the widespread reaction 
against the French decision to resume testing, 
may have gained him friends at home and 
abroad, it in fact does not in any way move 
the US or the other big powers in the direction 
of a world without nuclear weapons. In fact 
there is every possibility it will make the 
(TTBT ob.solete and/or ineffective even 
before it is signed. 
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COMPANI1ES 


DUNLOP INDIA 

Record Turnover 

DUNLOP INDIA, a member of the Chhabria 
group of industries, closed its financial year 
ended December 1994 with a record sales 
turnover of Rs 596.98 crore, growing by 
over 36 per cent over the figure for the 
previous 18-month period on an annualised 
basis. Profit before tax was Rs 12.56 crore, 
registering an increase of around 90 per cent 
over the annualised figure of Rs 8.80 crore 
for the previous year. It would have been 
higher but for an adjustment of Rs 7.02 crore 
made in 1994 accounts for payment of arrears 
of wages and bonus to employees at the 
^ Sahaganj factory. Net profit, at Rs 12.56 
crorc. showed a growth of 146 per cent over 
the annualised figure of Rs 5.11 crore for 
the previous accounting period. The company 
has changed its accounting year thrice to 
eventually revert to the December 31 year- 
end. DIL once again emerged as u dominant 
player in the truck tyre sector with the average 
monthly sale reaching 40.000 tyres The 
steep increase in profit after tax has been 
attributed to revision of marketing strate¬ 
gics, greater attention to customer service 
and an improved product-mix. A dividend 
of 20 per cent has been declared by the 
directors. 

Dunlop India for the first time exported 
aero tyres to the US. A major breakthrough 
was achieved with the company getti ng repeat 
orders for steel cord belting from Australia. 
Trial exports to open up new markets in 
Vietnam, Latin America, West Asia, 
Philippines and Myanmar bore fruit as 
confirmed orders had been received. 

In the various market segments - truck 
tyres, pas.scnger car tyres, farm tyres and 
aero tyres - the company recorded sales 
increases of 37 per cent, 21 per cent, 36 per 
cent and 60 per cent, respectively. In the 
industrial products category, sale of steel 
cord belting increa.sed by more thiin 20 per 
cent. In respect of aero lyres Dunlop India 
qualified in the tests of the Federal Aviation 
Authority of the US and the certified testing 
facilities of Dunlop, UK. The new H-40 tyre 
has been developed for Boeing aircraft. 
Production of sophi.sticated steel cord belting 
was increased by 100 per cent after the 
completion of a Rs 30 crore investment 
programme pha.scd over a span of three 
years. Besides two new brands - Glider 
(a textile belted car radial tyre) and Mahaan 
(a heavier rear-wheel tractor tyre) - were 
also launched. 

Dunlop's forthcoming projects are a part 
of its *Vision-2000’ prepared with the 
objective of wtil-structured backward and 
forward integration with the thrust on 


expanding the cure business areas of tyres 
and rubberprodutis and reducing dependence 
on outside agencies. Dunlop will reduce its 
overwhelming dependence on natural rubber 
by switching to \ynthetic rubber It has set 
a target to change the raw material mix to 
35 per cent of synthetic rubber in 1995. The 
company’s modernisation and expansion 
projects have been put under the charge of 
its technical collahorator, Sumitomo Rubber 
Industries of Japan which is the worldwide 
owner of the Dunlop brand name except in 
India and France A new state-of-the-art 
poly V-belt manufacturing facility in 
collaboration with Mitsubishi Belting of 
Japan has been proposed for the industrial 
products division 

DIL has signed a memorandum of 
understanding with Gujarat Industrial 
Investment Corporation for a Rs 700 crore 
|oint venture at Savli to be completed in 25 
months. Another joint venture is on the an vil 
in Gujarat for manufacture of hoses, 
mctalstiks and adhesives Also to be 
implemented shortly is a passenger steel 
radtal tyre manufacturing project at the 
Ambattur factory near Madras. After 
njodcmisation, the truck tyre manufacturing 
capacity would pi up from 3 to 5.7 lakh 
tonnes per annum (tpa), that for car tyres 
from 3 to 7.3 lakh tpa, aero tyres from 0.24 
to 0.48 lakh tpa and industrial belting from 
3,000 to 6.(K)0 tpa The upgradation scheme 
will include induction of latest 4-bowl 
calender, modern mixing plant, back pressure 
turbine and new belting process. 

Dunlop IS to enter the capital market in 
Augu.st/Septcmbcr with a rights issue of 
about Rs 318 crore. The proposed issue 
would be in the lorm of partly convertible 
debentures (PCDO of Rs 2(K) each with two 
sets of tradable warrants. One PCD, in two 
parts, would be oilered against two ordinary 
shares held. Of the total funds to be mopped 
up. a total of Rs I ‘K) crorc would come from 
PCDs and about Rs 128 crorc from warrants. 
This IS the first time that Dunlop is raising 
funds from the capital market since the 
company was taken over by M R Chhabria 
in 1985. 

The company’slaciory at Shahganj, which 
is the only tyre laclory in the country to 
produce aero tyres and a range of industrial 
products, has technological collaborations 
with five world famous rubber companies, 
namely. Sumitomo Rubber Industries of 
Japan, the aircraft tyre division of Dunlop, 
UK, BTR, Dunlop Enerka, Holland, and 
Mitsubishi. Japan, to keep itself techno¬ 
logically abrea.st of world standards. DIL 
is partly sourcing its products from the public 
sector giant, Tyre Corporation of India, to 
meecthedemand fortyres. While the domes¬ 
tic demand is being taken care of by Dunlop 
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India’s Sahaganj anti Ambattur factories. 
Tyre Corporation’s production base is mainly 
utilised for exports. Also on the cards is a 
carbon black project in Haldia in West 
Bengal. The project, with an installed capa¬ 
city of 50,000 tonnes per annum, will cost 
Rs 107 crore. The West Bengal Industrial 
Development Corporation will have a 31 per 
cent stake in the venture. 

Dunlop India is reviving two of its ailing 
businesses, sports goods and bicycle tyres. 
The sports goods unit will be headquartered 
in Delhi. Among the company’s other 
proposals arc tyre manufacturing facilities 
in Bangladesh and the United Arab Emirates 
as well as a couple of industrial products 
units in Sn Lanka and Mauntius. 

DIL has eight subsidiaries, but none of 
them serve any worthwhile purpose and are 
a drag on the finances of the company. DIL 
has diverted as much as Rs 35 crore to five 
of these subsidiaries as loans to be converted 
into equity shares. One of the subsidianes 
with a net worth of Rs 11,000 received aii 
unsecured loan of Rs 18 crore Four of the 
subsidiaries are making heavy losses and 
there is a propo.sal to lake them out of the 
Dunlop fold and merge them with Shaw 
Wallace Properties. There is no explanation 
tor the large investments in these loss- 
making subsidianes at a time when funds 
for modernisation and expansion of DIL 
have been hard to come by. A case in point 
IS Shahgunj Industrial Finance which has 
been given an unsecured loan of Rs 18 crore 
at ml rate of interest and with a 100 per cent 
conversion obligation against the com¬ 
pany’s net worth of Rs 11,000 during the 
accounting year ended October 31, 1994. 

Dunlop India faced .some setbacks in the 
year under review. There was an MRTPC 
probe into arbitrary price increases (by virtue 
of ns monopoly in aero tyres), throwing off 
of delivery schedules and inadequate 
compensation for defects in products. There 
was also a rumoured takeover threat from 
Essar. Further, having failed to get its S 250 
million GDR issue cleared by the Pnance 
ministry, the company now plans to turn in 
maximum utilisation of its revalued assets 
all over the country as a means of tiding over 
the short-term requirements of about Rs 100 
crore for its growth programme, but this may 
prove a serious constraint on the company’s 
plans in the long run. 

HOECHST INDIA 

Business Restructuring 

Hoech.st India, a subsidiary of Hoechst AG, 
the German pharmaceuticals and chemicals 
giant, closed the financial year ended March 
1995 with a turnover of Rs 264 crore, down 
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20 iH'i'c'ctil (rofli nisi year's lf}.%iVi 1 il 'RV 
.129 cTore. Ilic iirsiili ol the iniiistor cif iIk 
11 mipany' s ajii < < di v isii m to Hi lec lisi Sc horiii]! 
Ajirl-.voin IW4-95 Thccompaiiy'Micvountit 
liii ihc seal iinclci ivvicvs deal imlv uuh the 
plianii.Koiilicals and animal hi'alth divisions. 
fJross piolil suiod ai Ks l(i i loic. up h\ 11 
perct’iulioniRs i2ciorclasi yc.ii The cl led 
oi ihe use in pio\ ision lot depreeiaiion and 
i.ivalioiihs 16 anti l.i pereeiii. respeelixeh. 
tea' iiiillilied to a large extent by iniereM 
losis which vveie ilown by n2 pei eeni lo 
Ks 6 erore riie eoinpanv has declared a 
diMdciuJ ol 11) pel ceiil against Js jx'r eeni 
paid lot the pievtoiis \c;ir 

Hoechsl India s |)ei loi manic on the expoil 
Ironi hits been saiislaiiois wnh ,in export 
guiwth ill moie than 2.5 pei u ni Its export 
poll loliiu'onipiiscspliaimaceuiitals. animal 
health piodinis ami bulk drugs, ( he Ktissian 
Federation was a majoi sourie ol expoit 
business A lillip lo expoils was pioxitlcd 
by the stabilisation o( the C'tS niaikets 
I loci hsi India'spicsemeinilieCIScouniiies 
IS borne ouf bx its cstimaled inaikei share 
ol 1.5 pel tent 

Thepliaimaceutii afs division, the ll.igship 
ol I loci list India, m.iiiul.iclures .iniipyreiii s. 
.inlihisiamincs. .iniisp.isnioihi s .iniibioiics. 
.inlidiabelies and v.imnes lor i.ibies .inu 
typhoid riie company's anim.il he;ilili 
ihxision vMth .1 market share ol 11 pet cent 
i.inks thud III the indiislrv The division goes 
bexoiul pioduition .md its held 
lepicseiit.itixes ,iie li.iineil to ollei let hniial 
.ijxiielo leieiiiKiii.insaiid l.nineisiopionioie 
.innii.il lic.ilth and livgiene 

lloeihst At; li.iil iliiee lomp.niies in 
liidi.i till now ph.ii III. ii cut leal 
m.inul.iiiuiers lluet list Indiaand Rotis>el 
liidi.i .indiliemii.il in.inulaciiiiei Coloui- 
Cheiii In \1aith tins yeai Hoechst Indni 
w.is til vested ol Its agrochcinic.ll division 
.Old Agil.x ' liuli.i was lormed as .i 
sul'sidi.iiv ol lloeihst Scheiiii!' AeiF.xo 
(iiiibll. an iiiiein.iiion.il |oim veniiiic 
between HoethsI A(i .mil S.lieiing .\(i. 
the r.iiionale being lodiavv on the si lengths 
ol Ihc two mieniaiion.il companies The 
lonip.mv. winch hasti maiket sh.ueol 6 1 
per cent in Ihe ciop protcciioii iiniiket, 
plans to giadii.illy increase it to 10 per 
lent The pioduci poitl'olio will include 
inseclictdes, lungicidcs and herbicidc.s lor 
cotton, lice, lea. pulses, wheal .ind olhci 
lit.It crops The company plan.s lo 
iiniodtrce 10 new products in a period ol' 
live years using bio-technology and gene 
lechnology. In Dcceinber 1994, a new 
product, llloxaii. a wheat herbicide, was 
introduced Irom AgrEvo’s international 
range m India. Besides crop protcetton, 
a priority area for the company is 
environmental health. In this segment, it 
ts I'oeusing on home hygiene products. In 
thccoming months the Rs 35 crore animal 
health care division is to be hived off ^ 
a subsidiary of Hoechsl VertenqapOmbii. 

* ‘ .'''•'’I 



Hoechitl^quired Marion Mefre(D«w Inc 
(MMO) in July ihis year ai a cost of $ 7.1 
htllion. With this acquisition. Hoechst 
' Marion Ron.sscl. as the new merged entity 
IS to be called, will enhance its woi Idwide 
presence, particularly in North America. 
The two pharmaceutical multinationals in 
India - Hoechsi and Rou.s.scI - will come 
under a common management and bring 
new product.^ trom Marion Merrel Dow 
inio ihc country. Rou.ssel is now a 
subsidiary of Hoechsi India but oper.itcs 
sepaiately A plan to closely iniegraic ihe 
WOI king ol the two companic.s is being 
drawn up. While Hoechsi India has 66 per 
coni slake in Rou.s.sel India. Ihe other .13 
pci cenl IS with Rous.scl Uclaf of France. 
Hoechsi AG has .50 I per cent in Hoechsi 
India, wiih anothci 28 per cent being 
owned by Vijay Mallya. The MMD 
pioducis that may be co-marketed by 
Hoechsi and Rous.scl arc rifampicin. 
diliia/.em. terfenejine and vegabairin, 
thereby posing a likely challenge to Lupin 
which IS the market leader in rifampicin 
Wiih combined .sales estimated at $ 10 billion, 
Hoechsi Marion Roussel (HMR) will be one 
of the world's largest pharmaceutical 
organisations and will concentrate on cardio- 
va.scular and anti-infcctivc and metabolic 
drugs. Hoechst India spent 2 5 per cent of 
its annual turnover on R and D in 1994-95. 
According to Werner Bad/.iong, research 
director of Hoechst India, the company is 
currently engaged in research in anti-infec- 
lives. cardiovascular drugs, alternative 
treatment for diabetes and treatment for 
arthiitis. The acquisition ol MMD which 
spends a major portion of its sales turnover 
on research will be beneficial to Hoechst and 
I Roussel prtxluct.s in India, it is claimed, in 
1994, MMD spent around 15 per cent of its 
sales turnover of .$ 3.1 billion on research. 

A proposal to form a joint venture to 
manufacture polyethylene between Hoechst 
AG and Indian Petrochemicals Corporation 
has been abandoned. According to Eberhart 
Baltin. CEO, Hoech.st India, “it would have 
got us involved in the ethylene business 
where we have no interest” A 50:50 joint 
venture with Reliance at Huzira to make 
polyester-based industnal yam is on the cards. 
Hoechst will provide the technology and 
Reliance will supply the raw materials. The 
possibility of building an industrial paints 
company in India for the automobile industry 
is al.so being looked into. 

With a view to further consolidating its 
position in India. Hoechst India is on (he 
look-out for companies that are weak and 
unable to withstand competition or are faced 
with internal problems. Hoechst has been 
l(K)kingfurapossiblc partner fonts Penicillin 
G project but has not been successful so far 
f il IS also considering more co-marketing 
arrangements with pharmaceutical 
companies. It already has such rie-ups with 
Boots and Ranbaxy. , _ 


ZUARI AGRfllCHEMICALS PluiBuWtfiheprivalekectorloplayaleadingrole 


Rise in Fertiliser Demand 

Zuari Agro Clidmicals, a K K Birla group 
company, has reason to be happy with its 
performance in 1994-95. Turnover for Ihe 
year stood at Ri 679.61 crore, up by around 
.31 per cent Ironj Rs 519 46 crore recorded 
III the previous year. Gross profit was up by 
130 per cenl Irom Rs 44.97 crore to Rs 
103.24 crore Vltci provision of Rs 4.66 
crore for depriaaiion and Rs 41 crore for 
laxaiion. the company's net profil was Rs 
57.58 crore. a r.se of 165 per cenl from Rs 
21.71 crore in ilie previous year. A 20 per 
cent hike in the retention pi ice of urea coupled 
with the impact of the full year's working 
of Ihe cement di Msion and better performance 
of the fertiliser ill vision were responsible lor 
the improved results Enthused by this 
performance a ilividcnd ol 60 per cent has 
been announced by the directors. 

During the year under review, the company 
achieved a salf of 8,68.481 tonnes of 
fertilisers. Produ non of uiea and phosphatic 
fertili.sers was 4,ii2,296 .and 3,26,065 tonnes, 
respectively. Nuiwithstanding Ihe increased 
prices ot pho.sph.itic and potassic fertilisers 
and delayed aniMtincemcni of government 
concession .schemes, the company's sales of 
frhosphatic and potassic tcriilisers increased 
by 21 per cent The company commenced 
marketing of single superphosphate under 
the brand nami 'Jui Kisaan Superphos'. 
adding to its exi.Ming range of products, and 
achieved a sales volume of 26,849 tonnes 
in the first year f its introduction. Sale ol 
pesticides incre.ised by 12 per cent. The 
company launchi.l 'Bioneem', an eco-fricnd- 
ly neem-based uKsccticide, m January this 
year. Zuari Agro is the first Indian company 
to have started marketing bio-fertili.scrs 
from 1992 and ilic sale ot 'Biophos', an 
environmentall) friendly product, rose hy 
78 per cent last scar and was Rs 883 crore 
The company markets its fertilisers m 
Goa. Maharashtra, Karnataka. Andhra 
Pradesh and western Madhya Pradesh and 
Uttar Pradesh. 

The company has major diversification 
plans on the anvil It plans to set up a l.yx) 
tpd capacity sugar factory at Bidar in Karna¬ 
taka. With plans to makea foray into financial 
services, the company has set up Zuari 
I„easing and Fimnce Corporation with a 
paid-up capital ol Rs 3 crore. The company 
has formed a joint venture company in the 
name of Zuari Seeds in January this year 
with the Institute for Vegetables and Crops 
(IF'VC) and KOP Investments, Cyprus, on 
a50:50basis for the production and matkcti ng 
of hybrid sa:ds. Technical support along 
fyith assistance foi R and D activities in India 
would be provided by IFVC. The joint venture 
will help the company in enhancing the 
quality and varieties of seeds and will al.so 
be in line with the government's policy to 


in hybrid seeds development in the country. 
The company ha.s set up a research and 
development farm and seed testing facility 
at Hyderabad. 

Zuari Agro along with National Fertilisers 
is setting up a fertiliser plant in Syria, in 
collaboralion with the Syrian government. 
The possibility of obtaining gas at an 
economic price in Syria, the key to 
manufacturing urea at a low cost, is being 
looked into. Though the location of the 
plant remains to be decided, the capacity 
IS likely to be 1,350 tpd ammonia and 
2,201) tpd uiea. 

Zuari .Agio had originally planned to 
.set up a I million tonne grass roots cement 
plant in Rajasthan, but as cement plants 
of this si/e are no longer viable the 
company has taken over Texmaco's 
cement plant located at Yeraguntia in 
Andhra Pradesh with a capacity of 5 lakh 
tonnes of standard PorlLind 53 grade 
cement and plans to expand it. The 
expansion will be carried out in two 
phases The first phase will include 
doubling (he capacity to 1 million tonnes 
and then to 1.5 million tonnes. A fillip 
to Ihe cement industry is expected to be 
provided by Ihc likely privaiisalion of 
roads and according lo the company's 
executive president, Gopal Snnivasan, the 
company hopes for Rs 100 crore growth 
from cement. The company has entered 
into an agiceincni with BOC (India) for 
Ihc markciing ol argon produced by the 
company's argon recovery plant in Goa 
The company has been awarded Ihc 
JamnnJal Bajaj Uchii Vyavahai Puraskarby 
the Council for Fair Businc.ss Practices. 
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CURRENT STATISTICS 


EPW Research Foundation 


Alter Uiutlmi)' the Idwc.i level in the l.iM two )i.ais in the i.ier loiiv week, the rt-nvisimial annual inflation late went tip .shat ply Iroiii 7 56 percent 

It) X I ^ nei I eiil in ihe week emieil Aupuvi The eonsuniei pi i^e index lot agrkuliuial lalvmrers fur June 'bowed an annual rise of 12 4 percent 

aliooM ; iieueni.iye points hijihei than Ihe use in ihe index loi induslnul woili-is fbe use in KBI credit to the central goveinment. while below 

Ihe let. Is loin.Ill (I in ilie pien nis weck.s. is siill v,-i> hiph it Ks Ift.W) iloieilcoinpared |o J coniraetion ol ks 2S2 croie in Ihe same |>eiiiid ol 

lO'M-'isi Depo'i!' iinl .idvaiices ol cointiieicial hanks continue to decliiie I 

Macroeconomic Indicators I 
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_ Genufal Indc' ; ___Food Index _ 

IW4-'55 1991-94 1992-91 1991-92 1990-91 '1994-95* 1991 9^ 1992-91 1991-93 1990-91' 


All India 
/Viidliia 
Pradesh 


Godiir 

Gunuir 

Hyderabad 

Vi.sakhapalnuin 


2S4(I0I) 258(75) 240(9 6 2I9( 13 5) I93( 11 6) 

277(10 4) 251(4 6) 240(16 5 206(16 4) 177(6 0) 

286(9 2) 262(7 8) 243(12.5, 216(17 4)184(115) 
2(S4(9 5 ) 241(5 2) 229(9.0 210(15 4) 182(9 0) 

.269(6.7) 252(3 7) 243(12.5: 216(119) 19.3(6 6) 


.303(11.4) 272(7 1)2.54(10 4) 
292(10 2) 26.5(1 5)256(20 2) 
318(116) 285(8 8) 262(15 9) 
29.5(113) 265(4 3) 254(10 0) 
293(8 5) 270(2 7) 26.3(1.5.9) 


2.30(15.6) 199(12 4) 
21.3(18.3) I8()(.5 9) 

226(18 9) 190(12 4) 
231(20.3) 192(110) 
227(12 9) 201(6 9) 


1 

Warangal 

28002 9) 248(3 8) 

2390 2 2' 

21305 8) 

184(10 8) 

2970 2 1) 

265(2 1) 2,59(14 1) 

227(18.8) 

19103 0) 

1 Assan) 

DU rit).sukia 

2.59(7 9 ) 2400 0.1) 

218(7,9 

202(23 2) 

179(9.1) 

279(7 3) 260(11 1) 

2.14(9 1) 

214(112) 

18900 5) 

1 

Guuahati 

2X7(112) 258(7 5) 

24002.1) 

214(9 7) 

195(7.1) 

10.1(9 8) 

276(7 4/ 

2.570.1 2) 

22701.3) 

204(8.5) 

' 

1 abae-.Silchar 

256(7 1) 239(9 1) 

219(9 0 

20106.2) 

173(4 8) 

274(7 0) 

256(8 9) 

21500 1) 

21.3(17 7) 

181(4 0) 


Mai iani-Jorhat 

270(8 0) 2.50(7 8) 

2.12(9.4. 

21204 0) 

186(8 1) 

281(8 4) 

261(9 2) 

21*7(9 6) 

21805 3) 

189(8 6) 


Rangapara-Tezpu) 

27.3(8.8) 751(8 2) 

232(6.9 

21707 9) 

184(8 9) 

275(8 .1) 

25400 4) 

210(75) 

21405 1) 

18600 7) 

Hih:(i 

Jamshedpur 

264(8 2) 244(6 6) 

229(9 0) 

21002 3) 

18702 7) 

2('8(X 5) 

247(6 5) 

232(7 9) 

21.502 0) 

19204 3) 


Jharia 

248(8 It 229(4 1) 

220(7 8) 

2040 2 1) 

1820 1 0) 

246(8 8) 

226(12) 

219(5 8t 

2070.1 1) 

18.303.7) 


Kudaiina 

252(7 7) 2.34(8 3) 

2I6'8 0) 

2000 5 6) 

17.3(8 1) 

256(8 0) 

217(6 8) 

222(8 3) 

20.50 9 9) 

171(82) 


Monghyi 

271(8 8) 249(6 4) 

234(6 81 

21905 9) 

18901 2) 

269(8 5) 

248(7 8) 

2,30(5 0) 

21909 7) 

18.3(12 3) 


Nnainundi 

261(6 5) 71,5(5 2) 

231(9 4) 

21303 1) 

18801 2) 

2.59(7 5) 

241(5 2) 

229(6 0) 

21602 5) 

1920 1 6) 


Kanchi-Hatia 

274(8 7) 252(6.3) 

3.17(8 7t 

218(8 5) 20105.5) 

269(8 9) 

247(6 9) 

211(7 4) 

215008) 

1940 4 8) 

Gdiarat 

Ahinedabad 

28.500 9) 257(6 6) 

241(7.1) 

22504 .8) 

1960 4 6) 

.3060 2 9) 

271(6 7) 

254(7 6) 

2.1606 8) 

2020 6,1) 


Baroda 

283(9 3, 259(7.0) 

242(7 6) 

22504 8) 

19602.61 

3200 2 7) 

284(7 2) 

265(7 3) 

2470 8 2) 2090 6,1) 


Bhavnagai 

.3000 1 9 ) 268(9 8) 

244(7 5) 

2270 4 6) 

1980 3 1) 

.1170241 

28200 2) 

256(6 2) 

2410 7 0) 2060 5 7) 


Kaikoi 

2810111 253(6 1) 

238(7 7) 

22102 2) 

1970 3 2) 

31101.9) 

27.1(6 6) 

256(8 0) 

2.1703 9) 20807 5; 


.Surat 

2980 1 6) 267(6 01 

252(7 2) 

23504 6) 

2050 2 0) 

12004 7) 

279(4 9) 

266(9 5) 

24307 4) 

20705 6) 

Hatyana 

Faridubad 

27500 0/ 2.50(8 7) 

2.300 2 2) 

20.5(9 6) 

18702 71 

281(8 9) 

25800.1) 

2,34(10 4) 

21200 4) 

l')205 7) 


Yaiiiunanagar 

26907 6) 2,1')(7 7) 

222(8 8) 

2040 1 5) 

18.3(11 6) 

289( 15 1) 

251(7 71 

211(7 9) 

21603 1) 

19105 1) 

JandK 

Siinagar 

28100 6) 254(6 7) 

21803 3) 

21004 I) 

184(7,6) 

10701 6) 

2 75(6 6) 

25804 7) 

2250661 

191(9 0) 

Karnataka 

Rangaloie 

28000 7. 251i7 7) 

215(0 9) 

21004 8/ 

183(9.6) 

1040 0 5/ 

275(6 6) 

25802 71 

2290 5 !' 

I'WtK 7) 


Relgnuii) 

294( 12 21 262(6 1) 

247(9 S) 

22508 4/ 

190(8 0) 

.121010) 

284(4 8) 

271020' 

242(24 It 

195(7 7) 


Hubli-Dhaiwai 

287i9 5, 21.2(4 81 

250(12 1) 

22306 8/ 

191(6 II 

10501 7) 

271(4 2) 

262(1 1 91 

2.10(21 7) 

1X9(6 8) 


Mercar.i 

27X0'. 6i 2-t7((, O' 

23103 1) 

2060 5 1) 

I7')(8 5) 

11004 8/ 

270(4 7) 

25804 3) 

22508 4) 

l‘)0(8 6) 

KiMula 

Alwaye 

28.10 3 7) 249(10 2) 

22601 3) 

20.10 5 3) 

176(6 7) 

12004 1/ 

28000 7) 

25104 0) 

222(20 0) 

185(7 6) 


Mundakayaia 

28701 4) 2530 7) 

235(1) 4) 

211047' 

184(7.6/ 

11806 5) 

271(8 1) 

25201 5) 

22608 9) 

190(7 .1) 


Quiloii 

29907 1) 255(8 1) 

2.1602 9) 

2090,5 5) 

181(28) 

.12709 8) 

271(7 5) 

254 0 1 9) 

223 0 9 9) 

(86(0 O' 


TiruvaiianlliaiHirai 1 ) 

1o9(l2 0) 27602 21 

2(6(l()8) 

2270 5 6/ 

|92(5 5) 

.14205 2) 

29708 1) 

25101 6/ 

225(17 8) 

191(4 4) 

Madhya 

Halaghai 

279(9 0) 256(6 7) 

24000 1) 

218(11 2, 

19600.1) 

29602 5) 

261(6 9) 

2460,' 1i 

21901 7) 

19(1(10 7) 

I'raiiesh 

Bhilai 

255(9 0) 714(7 8) 

2(7(8 5) 

2000 1 7) 

1790 0 5) 

279(11 2) 

251(7 7, 

211l8 9) 

21403 2) 

189(0 21 


Bhopal 

i')6(8 i) 273(79) 

251024) 

22.5(14 S) 

1960 1 4) 

118(9 7) 

2'7()(7 4) 

2 7004 1/ 

21608 6) 

199(11 2) 


Indore 

298(9 6' 272(7 5) 

25300 5) 

22902 81 

.'0.104,))/ 

1260 1 6, 

292(3 4) 

272(0 ()) 

24504 5) 

21406 3) 


luhaipui 

104iS6' 280(8.5) 

258(8 9) 

237(9 7) 

:I603 1) 

’9'1( 0 6/ 

?6X(6 1) 

’52(7 7) 

214004) 

2(205 8) ! 

Vlahaiashtia 

tlombav 

31m02 5) 279(7 1) 

26001 1) 

21405 1) 

.'OK 13 4', 

141(1.' 9) 

<02(6 0) 

285( 11 8' 

255,20 l( 

212014' 1 


.Nagpur 

296,8 4' 2''1(6 2) 

2.5701 7l 

2100-1 4) 

20102 9, 

299(10 7) 

2.’0(,S 1) 

2s7(l2 2* 

■!29( 17 41 

I'lSO-lO) 1 


\a.sik 

'i!.'(9()i .';77(7 8) 

257(8 9' 

21606 S) 

2020 1 6' 

11.500 9) 

284(6 S) 

.’66(7 7) 

247'22 1| 

.'120 2 8) 


Pune 

.104(114) 233(6 2) 

:57(I1 7) 

2260 4 1) 

19801 

111' 11 7) 

'99(4 2) 

287(11 1) 

25:08 4/ 

21202 2) 


Solapur 

29(.0()(» 269(2 3) 

263 0 2 9) 

21108 ,1' 

197(9 41 

1071 Mi' 

271( 1 1) 

274'|1 2) 

242(24 7) 

1'74(9 0) 

()ris.sa 

Rai bil 

275(8 7| 251(7 2) 

216(9 8) 

21506 2) 

185(11 4) 

.1950 1 7l 

.’64(6 -)| 

:.|7( 10 1) 

2’4(:( 7i 

18404 1| 


Koui kela 

258(9 1) 2.16(7 1) 

22001 1) 

19800 6) 

17901 9/ 

.'7501 K) 

246(5 1) 

2140'9) 

211(11 1) 

18801 1) 

Punjab 

Ainrii.sar 

26.5(8 6) 244(9 4) 

22.1(7 21 

708(8 9) 

191/0 7, 

289(9 51 

’.6401 4) 

’17(6 8) 

222'10 4) 

20106 2) 


Ludhiana 

267(9 4) 244(9.9/ 

222(5 2; 

211(9 3) 

19.1(14 

299(9 1, 

2710 1 2) 

212(4 1) 

212('i4) 

21207 1, 

kaiasihan 

Ajmer 

28600-4) 2.5'7(5 2) 

245(9 4' 

22403 7) 

19702 6) 

2‘'(( n 6! 

258(6 2) 

241(8 5) 

;'24( 111) 

1960 4 6) 


Jaipur 

274(9 2) 251(8 2) 

232(7 9' 

21503 ;i 

I9()(l()5) 

lO’i'IO ?. 

27-U9.’) 

25100 6, 

’270 7(1) 

19401 5) 

Ta())il Nadu 

Coimbatore 

28(1(11 6) 251(8 2) 

2,32(12 6) 

206(15 7, 

I78<6 0) 

11.102 ', 

27‘1(9 0) 

25(,(l.’ 1) 

22807 51 

194(7 2) 


Cooiioor 

.100( 11 9) 268(7 6) 

2490 0 7) 

2250 3 6) 

l‘)S(7 6, 

»41( 12 5) 

105(8 9) 

2800 2 (,) 

2M)04 2) 

219(8 41 


Madras 

2970 2 5) 264(8 61 

24302 5) 

21604 1) 

189(9 2i 

11901 S', 

’.8 too 2 ) 

25S01 ' 

22506'.' 

19100 9) 


Madurai 

288(9.9) 262(6 9/ 

2450.14; 

216025) 

192(9’/ 

1I7| 11 6) 

284(6 lO 

.'68i 14 5/ 

21404 7) 

204,9 /, 


Salem 

2940 6.7 ) 2520 1 0) 

227(0.1) 

204(12 1) 

182(8 1) 

10S(14 7) 

266(9 5) 

2110 ’ 0) 

>170 ' (,• 

|9|((i/4) 


Tiruchirapally 

30504 2) 267(9 9) 

243(9 5) 

222(11 0) 

200(9 1/ 

1410’ ,2) 

2910 0 2) 

2('1( iUOi 

2400 1 6. 

21.5(9 1) 1 

Uttar 

Agra 

269(7 3) 246(7 4) 

229(6 5) 

2150321 

19001.1/ 

2890 0 7) 

261(70. 

2I4(1 7; 

2.1108 .1) 

19706 6) 1 

Piadcsh 

Ghaziabad 

272(7 9) 252(5 9) 

2.38(7.2) 

22202 1) 

19803.1) 

262(9 2) 

262(7 X) 

241(4 1) 

21104 .’) 

2040 8 6) 


Kanpur 

28.3i8 0) 262(6 9) 

24.5(7 5) 

2280 2 9) 

20203 5i 

100(9 9) 

271(9 6) 

24 >7(5 5l 

2360 5 1) 

2050 6 5/ 


Saharanpur 

2760 0 0) 751(7 1/ 

234(S,.1t 

21600 8) 

19.3(14 7) 

2900 1! 

26l('9) 

242(8 0' 

22402 6) 

19908 5) 


Varanasi 

294(8 1) 272(5 4) 

258(6 6) 

24205 81 209(14,8) 

29*7(10 1; 

.'7l(,s 9) 

256(4 5) 

245(20 1) 

2040 7 2/ 

West Bengal A.sansul 

266(9 5 ) 243(8 0) 

’2.5(6 1) 

212022) 

1X9(0 2) 

2760 0 4' 

250(9 6) 

228(4 6/ 

;t804 1) 

1910.17) 


Calcutta 

286(8.7) 26.3(9 0 

241(8 1) 

22.1(9 9) 20.1(14 0) 

299(9 1. 

274(9 2) 

251(7 7) 

211(94) 

21.1(17 0) 


Chandigarh 

Delhi 

Pondicherry 


Darjeeling 

Oiirgapur 

Haldta 

Howrah 

Jalpaigun 

Rnniganj 


2.59(8.8) 
292(9 0) 
296(8 4) 
299(8 1) 
257(8.4) 
2.54(8 I) 
277(8.6, 
.306(10.1) 


238(8 2) 
268(8 9) 
27.1(8.8) 
276(8 2> 
2.37(6 8) 
2.35(6 8) 
2.55(6.7) 
278(9.9) 


.320(11.5) 287(10.0) 


220(7 8) 
246(8 4) 
251(7 7) 
255(7.6) 
206(8 3) 
220(6 3) 
239(7.7) 
25.3(12.4) 
261(106) 


204(12 7) 181(11.7) 
227(12 4) 202(15.4) 
2.3.3(11 (0 210(6 7) 
237(11 8) 212(17.1) 
2()5(I2.()) 182(8.3) 

207(14 4) 181(11.7) 
222(17.5) 189(12.5) 
22.5(11 9) 201(10 4) 
2.36(15.71 204(14.0) 


275(8 7) 251(9 1) 212(5 9) 

291(10 6) 265)10 0) 241(5 1) 

282(80) 261(8,3' :4I(7I) 

311(8 0, 288(9 9) 2(,2(7 8) 

268(8 9 ) 246(6 5 ) 211(7 9) 

256(8 5) 2.16(7 1) 22()(.5,8) 
29)(I2 4 ) 2.59(7 5) .241(90) 

347(12 3) .309(116) 277(10 8) 
.361(14.2) 318(112) 286(8 3) 


2I9(I4 I) 192(136) 
228(13 4) 201(18 2) 
22,5(9 8) 20.5(15 8' 
24.1(12 0) 217(21 2) 
214(11 2) 189(9 9) 

208(15.6) 180(125) 
J2I(I3..1) 19.5(147) 
2500 4 2) 2190 4 I) 
7640 6 3 ) 2270 5 8) 


' 11 month, i e, April to nd>ruary average. 
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RANDOM REFLECTIONS 


Science, Technology, Intellectual 
Property Rights and Development 


Arun Ghosh 


IVi’ need fo rethink the entire basis of hud^ettn^, of oar education 
policy, our policy on science, our stance on intellectual property rights 
and the distinction between public and private property in hiowledge. 


IN ,1 Mipcib un<ilysi\ of recent tJc\elopmenls 
in the seienci's - pure science applied 
science, and technolneical pmeiess - .lohn 
/Milan (a scienti.si hiinseH’t looks back 
wisiiully at three ccntuiics ol siienitlie 
pioeiess, and with some uncertainty .ind 
Irepi'l.ition at what the liituie holds 
{l‘riiiiu’ilieu\ hoiiml. C’ambruljic University 
Press, I9‘)4) Ziinan is not losiisin}: on the 
moral-ethical issues " ti .ire incre.isin,cly 
involved in .some app” it ions of scientdic 
knowledge. Himseli .1 scientisi Ziman 
accepts the tinielcnling thirst ol inankinci lot 
new knowledge, for exploi.ilion of' the 
tttiiveise in all its lacets. .is a fact ol life 
Ziinan's concern isiliai this spun, this guest, 
IS now under increasing threat because ol 
the growing dependence ol scieiiee on the 
I'uiiding of research, and the increasing 
locus on orffuniirtt research for com- 
iiu'nuilpiir/iou-s Individual guest is now 
getting to be more and more 'sidelined’ 
bccau.se of the problem ol ‘I'unding . and to 
a .scientist, this is akin to the chaiiiing ol 
Prometheus The central ihenie ol Ziiiian’s 
(highly .stimulating) study is "the proliiiid 
ir.iiist'orniation that is lakmg [ilace in the 
uisutiitioml airangeinents for undertaking 
reseatch and invention’’ 

Zimaii IS a realist He acce[)ts the clo.se 
interconnection between science iiid 
lechnologv Healsoiealiscsthat.iiiyscieiitilic 
.idvance has iiiultidimensional impact; the 
‘spin-olT’ ol mforniation technology into 
del'cnee and ariiianienls related tei hnologv. 
or biotechnology lor developing catalysts 
ft'r chemical plants, ol an inimen.se number 
ol siinilur developniciils which emphasise 
the inulti-disciplinary nature ot science 
The scientific and technical advances made 
in the world in the short span ol the past 
50 years - indeed, possibly in the last 25 
years - have in fact changed the entire 
perspcciivc for the future of mankind 
Equally, the direction of recent scientific 
(and technological) developments today 
should evoke deep concern not only of 
scientists like Ziman, but of .sociologists, 
economists, politicians, ol the people who 
havelo)x;nodically vote politicians to power 
One cannot, of course, either explain how 
research gets directed, or forecasi the results 
ot research. As Ziman says, "it might be very 
difficult to determine from a highly 
mathematical analysts ol turbulence whether 
it had originally been motivated by 
intellectual curiosity, or whether it had been 


undertaken in older i<i .solve an urgent 
practical problem arising in the design ot an 
aiiCKill .The prolcssor of ajiplied 
mathemilics i-hooscs to work on the theory 
oftuibuleiice in (he hopcol eventually being 
able 10 publish sonic iniere.simg results that 
will add to his scierililic repuialion the 
aeronautical engineer is uistrucied by thi; 
inanagemeiii ol his 1 11111 lowoil' on I'lc s.inic 
iheoiy Ml the hope that it will le.id them to 
a more ellicicni design " 

Zini.in iccouniscs ifiai this “■.orivergcnce 
<if basic .ind .ipplied lesearch .it the level ol 
the laboratory bench has piplound effeci on 
the way science i.s organised' In fact he 
recognises that pure science and applied 
technology aie gelling more and more 
intertwined and it i- increasingly becoming 
dilficult to segregate iheni.'t'r to treat ilieiii 
as scpatule subjects separate f|uests The 
best illustration - given byj Ziman- arises 
in Ihc area ol solid state iphysics In the 
I9)()s, guanluni theory made sense >)f the 
varying pi opcrtiesofcoiiducii vity ol di ffereni 
metals b'roin ‘semiconductors' we have now 
gone on 10 a wholly resiructaied 'iiiicrocliip' 
which IS today at the heart of inloimation 
.iiid coniiol technology. 

It IS this type ot scientific development 
that makes traditional eilonomic theory 
‘outdated’. We are today in a world where 
the ‘incieasmg returns’ friiin ‘knowledge' 
make the theoiy ol the firm - based on the 
Rieardi.in principle of ‘dimjni.shing returns’ 

- totally irrelevant. Indeed,' it is this factor 
which IS leading, all over die world today, 
to an increasingly monopolistic production 
structure. The Walr.tsian ‘general equili¬ 
brium’, m the modern world, is as dead as 
the dodo. I 

No generalisations are, otkourse, possible, 
such is the fluid, the dynamic character of 
modern science and technology. For example, 
the development of the '^micrtKhip’ has 
changed the economies of scale in many 
areas, and relatively sma//production units 
-- based on knowledge and skill intensity 
and a Flexible Manufacturing System (FMS) 

- arc now possible. And yet, equally, both 
the vast sums required for rc.search and 
development, and the overlapping of 
.scientific applications, have led to a gr^ual 
elimination of ‘competition’ as we 
understand it. from milny spheres of 
production To quote from Ziman again, 
‘‘...many of the componei]i|s of the moi^m 
microchip arc not re^ly jiitiction transistors 


at all, but depend... on some other 
phenomenon, such as a ‘field effect', or 
‘charge coupling’, or ‘impact ionisation’... 
In combination with parallel developments 
in optics, solid state physics... is already 
revolutionising Ihc telecommunications 
industry.’ The use of optic fibre has changed 
both the scale and the dimensions of 
‘economic' prodtiction/service industries. 
Obviously, wc need ,1 new institutional 
framework, a whole set of new economic 
principles going back, for much of 
cconomu .ictivity - 10 ‘tit'lity Tiricing' 
theory, and an inslilutiona! mechanism 
lor ciilorcing the s,iiiie For mosi of pro¬ 
duction activity, 'conipriiiiuii - in the 
.Adam .Smithian sense is also as dead as 
the douo 

The eiiiicnt pha.se of high-technology 
industry can be sustained only ‘‘if enough 
I esouri cs were thrown into its development” 
This IS ibe lament of the .scientist in Ziman, 
rcsouiccs.iienow'incieavinglyavailableonly 
for organised research for commercial 
exploit.ition. 

There are some li iglueiiing implications 
111 the wav science and research arc getting 
organised of l.ite As Ziman-who 
maintains ,i wlio'ly amoral stance in this 
context - s.iys, 'As the .Strategic Defence 
Initiative of the United Slates government 
clearly demonstraie.s. apparently 
responsible people ean now be persuaded 
that targeted R and D can blast its way to 
any technological goal, however 
implausible this may seem to the great 
majority of the relevant experts”. 

Realism requires that one must recognise 
(a) the clo.se links between scientific and 
technological advance, and (b) the equally 
close links between the ‘funding’ of research 
- whether by the state or by private 
commercial entities - and the results of 
lesearch .ictivity. While this is generally 
wholly understandable for the funding of 
rc.search by commercial entities, who would 
always look to commercial profits ansing 
from any investment - be it on hardware or 
on research - the logic is not equally clear 
insofar as the stale is concerned, the primary 
concern of which should be the welfare of 
the people. This is not a moral-ethical issue. 

It concerns the fundamentals of the 
organisation of society. The state can 
justifiably exist only inasmuch as it can 
further the welfareof the people living within 
the boundaries of the state; it is essentially 
a political arrangement among the people of 
that state; and in modem society, different 
states have to coexist, so (hat resources aie 
not thrown into competiti ve'^OIs but for the 
development of the people. The moral-ethical 
issues arising from scientific progress stand 
apart; even without passing any moral-ethical 
Judgment in regard to some recent develop¬ 
ments in the area of, say, genetic engineering, * 
or of research on nuclear armaments, one 
can sti II insist that the re^niiWIjty of titepf 
state is the universali-satiofl of ‘knowledge'. 


the upgnulattofl of skillii. aitd the pninnition 
of iicientific anU technological research 
within the state. 'I'hal is llic funtUtnicntal 
basis of the ‘social contract' intplicit in the 
constitution of any state. Certainly, the 
Constitutionot India, the Directive Principles 
of Stale Policy enshrined in the Constitution, 
enjoin the Indian state to promote both the 
universalisation of knowledge and the 
upgradation of the skills of all the people 
of India. 

But we digress. Let us return to Ziinan's 
analysis of the 'chaining' of Pionicthcus. 
Ziman is quick to [Kiini out that ‘The defect 
ot 'miirkct pull’ as a paramount pnnciple ul 
science policy is that it undorestinutes itie 
inherent unpredictabilily of scientific 
discovery", lie gives the example of the 
‘.Strategic Detcncc Initiative' ol'the I'.S whiili 
promoted the development of ‘pine science' 
which in turn hel))ed to develop ‘generic’ 
or ‘enabling’ technology The market is not 
inlercMcd in pure science. According to 
Ziman, “Contemporary changes in the way 
that lesciU'ch is organised .ire putting this 
iradiiion I of encoiii aging pure science) under 
pressure. ." ‘Siraicgic rcseaieh' is 
cncouiMgeil with a del inite purpose, w hereas 
pure science is wh.it .scicniisis arc lice to 
puisne, at the l.ivpaveis' expense In- 
cieasingly. howevei, sciciiiilic inl'oim.iiion 
IS being comnuidinsed. lo quote /.mian 
again. "The actual houndai > betw ecu science 
•IS juihlic knowleilge and icchnology :is 
l>i(>i>ru-nny knowledge lias iievci been 
shaiplydeliiicd' Incie.isinglv.luiwexei.ihe 
eonveniion of keeping sc lence.ind scieiuil ic 
iiilormai'on - .ind i!ie [ironioiion <<l science 
as a pioccsc . 1 ! enh.incing public knowledge 

- o coming nmicr ihre.it 

/iman sees this is .m inevii.ibic pmeess-. 
he iv'cognisi’s th.ii politic'.ins .nc iiiuler 
incie.ising piesstiie to ciil public luiiiling ol 
llic^pre.idol scieniificknowledge, scieniilic 
ivscMich and seicnee education He. .is ;i 
scicniisi. regrcl.s this dcu'lopmcnt: and he 
pomis bi ihe dangei ol any oxtei iiai agency 

- exicrnal to the scicniilic commiiniiy - 
selling ‘prioriiies‘ lor scieiiiilk research. 
And yet he pIcMcIs forctmtinuingcnci.‘iragc- 
meiii ii I hum.tn qncsi lorgrcatcr know ledge, 
he pic.ids fill 

'■ Social .i/we for pcist'nal miti.iiive and 
civ.iiivity: 

iwii' for ideas lo grow to maiurily. 

- ojuwii'x.t 10 debale and eriticism; 

- hospitality towards iiovcih . and 

- ics|icci for specialised expertise. ' 

Al.is. Ziman is crying in the wildcrnetis. 

I xacily 7.> years back. Alfred Marshall 
wioie presciently. "knowledge is our most 
piiwerful engine of production; it enables 
Us III subdue Nature and force her to 
saiislyoiir wants. Organisation aids 
knowledge... The distiiietion between 
public and private property in knowledge 
and organisation is of great and growing 
iniporiance; in some respects of more 
importaiK'e than that between public and 
privafc property in material thing.s..." 
(Maifshall. Prmdples, Eaghtb Hdition. 1920. 
Macmillan, pp 138-39). 


Why do w«|»atnmcr away at Ihis point 
again and agai|and again? We have, under 
the influencecI'^colihcfal economists, fallen 
for the dietuixthal the ‘market’ is the be.si 
mediator for ilie allcKation of all restMirces: 
that ‘minimui 1 government’ is the best form 
of governance ihai even education and health 
of the people ire best left to market fortes. 
Underthc IMI (World Bank guided economic 
policies III fciije since July 1991. direct 
taxation is Ivnig reduced in order to give 
"greater space to tlie private .sector’’. And. 
as a result, iiuirdci to curb the budgetary 
delieil. not mily budgetary support loi 
inliaslruciuie is being ciit. even the outlay 
on education, scalth. scientific icscarch is 
being siihjeclcJ lo increasing cuts. We have 
govcrnmcni lullegcs .ind universities 
imparting .scientific education, with no 
laboralories. >'r will) laboratories with no 
equipment, m without the materials witli 
which to comliici experiments. When mir 
academia in tin universities, in the HTs, m 
the scicnitlic research in.sliiutions should he 
conceriicel wnli such problems as the basic 
science ot Dial rials ■■ mit just metals and 
insulatois bill ceramics, high-density 
ixilynicis. mcl.illic glasses, tibre-rcinforccd 
composites, a'liorphous senncondnciors, 
bioconip.itibk' alloys, with election 
iiiicro.scopy ot aruciuial iiiaieii.ils. with die 
.itiimic aiiangcnicnls in nicinllic glas.-. w ith 
wjiai makes ii)c chain inolecules in a 
crystalline pnl vner fold up the way they eJo. 
w ill) Ihe niecha deal propcilies of composite 
maiciials. aiie! now will) the boundary 
between a pieo'of metal .ind living tissue 
(.sonic ol Ihe ciiircni basic science problems 
higliiigliicd b\ Ziman) - our poliijcuf 
bureaucracy is irivmg the rapidly declining 
scicniilic comii’unily in India, tliiough an 
increasing lin.mcial cinnch to seek Innding 
Iroiii l.irgc-sca<'.' industry by oncniiiig and 
attuning ilicir k'.search cndcavouis lo iiicei 
Ihc specific neeJs of the industnes linancing 
le.search. Scieniific oigaiiisaiions like ihc 
CSIR have been bluiiliy told that ilicii 
rcseuich must bo lailorcd to the demands of 
the niarkcl. thaifhcy must find comniciciaf 
spoiisi II s for ihcirrescareh Tlieonly ugciic ics 
.so lai spared ilic axe are the nuclear and 
space .igencies lor ’siiatcgic' reasons. But 
horn where will ihe.se in.siiiutioiis get young 
.scientists, il the leaching of science is 10 be 
downgr.idcd. d research in pure science is 
to Ix’ obliterated fiom all universities and 
•scieniihc insiitiitjoiis’.' Out politicians need 
to realise tliat .i) ilie instrumentation and 
other cquipmeni required forgcMid, scientific 
research is expensive: (b) that such researen. 
ihough occusiniiaily dune individually, 
usually require^ group cflorl. wtiicli c.iii 
only be promoted if there are teum.x of gemd 
.scientists working in tandem, and (c) that 
the developmcia of any nation depends 
crucially on ihcoxtent lo which its scientists 
andtcehuologi.ascan keep one jump ahead 
the rc.st of ihc world in crucial areas 
which can bring about paradigmic changes 
- through .snepiific discoveries and 
invcniion.s - in- production technology, 
through revoluiionary changes in the use 


of materials, reducing costs, antt making 
for unprecedented changes in output and 
exports. But these changes can occur only 
when our scientists arc one jump ahead in 
ilicir analyses of ‘material.s’ and their 
properties. Where are such teams today 
other than in the BARC and the NASA? 
And are the scientists there driven by a 
iiiarkui ideology? 

Todaylheesiablishiiicnl of such research 
in new .treas is adisiani dream. Regrettably, 
w'c arc sadly lacking in the universalisation 
ol even prinuny education, which is now to 
b(' funded ihiough cxienial assistance, under 
tlic DPhP There is an elaborate manual 
laying down the guidelines; even primary 
education in India has now to follow the 
diciaics o( the World Bunk. 

What has happened lo our thinkers, our 
economists, that they do noi see how this 
country is being rapidly colonised again, 
through a compiele take-over of the 
miellcciual.s; indeed, of the formation of the 
iiitellcet of the coming generations? While 
eJuetiiioii languishes, sulellitc TV beams 
alluring advcrliscinenis ot u consumcrisl 
society, and ihe cuilurai ethos being 
propagated is that of the MTV. the Zee TV. 
and Ilie V’ broadc.isi ol Rupert Muidwh’s 
■Si.ii TV It may be too late to stop this rot 

though mainland China has so tar resisted 
It: and indeed, even Fiance has banned 
television broadcasts from ihc I IS - but does 
oiir goveniment realise Ih.il (a) Soulh Korea 
and Japan have a dome.stic saving rate ot 
.t4 per cent ol the CJDP while ours has come 
down Irom 24 per cent in 1990-91 to 20 per 
cent in 1991-94. undet our ’economic relorm 
(xilicics’; and (b) that savings do not grow 
under economic policies based on ‘supply 
side economics' of ilic Ronald Reagan 
vintage? 

Finally, our goveriinicnl’s surrender to the 
liili'llecluMi Pi open V Rights regime inipo.scd 
by the developed louniries has .so far been 
resisted by our parltanicni. the amending bill 
to the Indian Paleiiis Act ol 1970 is yet to 
be passed by parliament. Hni the dircctor- 
gciieral of the WTO is not worried because, 
.IS slated by him. Ihe goveniment ol India 
IS merrily accepting lorcigncrs' applications 
lor paleiils. finder whai aiiihoiily is ilic 
government ot India acccpiing these 
applic.itions in the absence ol an amending 
Aci? Is Ihe C.oii.siituiion not being violated'.’ 

Ihe general elections are not lai ofl. The 
government oi India has already announced 
a number ot populist policies, the most 
significant one tving ihc idea ol midday 
meals 10 all pninaiy school cinidien. The 
idea is a good one. And yet, can nibbling 
at the problem piecciiie.il solve the problem 
of primary educ.iiion when llie total net 
iransl'er of funds fiom ihc centre to the stales 
in l99,S-96 IS less Ih.'in in |994-9.‘i? 

Wc necil to rethink the entire basis of 
budgeting, ol our education policy, ol oui 
policy on science, our stance on iniellectual 
pmpcily rights, of Ihc disiinction between 
public and privalc property in knowledge, 
of Ihc role of Ihe stale in the development 
process. Gimmicks will noi suflice. 


COMMENTARY 


Summit-Led Humanitarianism 
Towards Fourth World Women’s Conference 

Dipankar Sinha 

/;j the i oniemporaty world humanitariani.sm in the form of ihe^ pursuit 
of human/social development has emert'ed us a maior focus of 
international conferences. This glohali.sation of humanitarianism needs 
to he critically evaluated for several reasons. For, while such 
international conferences make possible the thematic documentation of 
the crises they also lead to an avoidance of any critical evaluation of 
the development processes which have led to the crises. 


ONh need not be wcl I -versed in post modern 
methodology to realise the tact that the 
presence of development also implies its 
absence. The histoiy ol development is replete 
with evidence which shows how the 
prospeiity and well being of some are 
promoted at the cost ot others If we take 
dcvelopmeni to be synonymous with 
emancipation we are compelled to notice that 
the majority of inhabitants of the woi Id have 
been systematically marginalised to lacililatc 
•uxess tobcttei lilc for the lortunale lew. And 
one does not have to be a hardcoie leminisi 
to know that of the marginalised majoiitv. 
women have been most vulneiable to 
exploitation, exclusion, iiistabiliiy. Jepri 
vation and violence of the woisi kind. Thus 
there are a number of reason', to appreciate 
the lact that a high level UN-sponsoicd 
iiiteinational conlerence will be held Irom 
September 4-10, to discuss women's plight 
and right. However our purpose here i.s not 
to discuss the possible agenda ol ihc ensuing 
conlerence m Ikijing The mam concern 
here is to present a piecaiition.iiy note on .1 
growing trend I n conlempoi, If y development 
thinking and practice - ovci-optimism aKiui 
suminit-led lumianitarianism 
Since the Iasi and espcciallyinthisceiituiy. 
there have been scveial international 
conleicnies on |X?ace. conlainment ol wai, 
nuclear iion-prolileiation. aims hmitaiioii 
and trade-related issues, to mention ssuiie 
I lowevcr wh.ii iiici its s|)ecial attention is that 
in the conieni|K)iary world humanitaiianism 
III the lorni of tninian/social development has 
emerged asaiiiaiorfocusof widely publicised 
intcrnatiunal conferences, held in some cases 
as summits-the World Summit foi Children 
(bWO), the Woild Conlerence of Human 
Rights (1993). the International Conference 
on Population and Development (1994), the 
Social Development Summit (1995) as 
instances. Hven the Rio Conference on 
Environment and IXrvclopment (1992), more 
s[H;cdicnlly its Agenda 21, has a number of 
proMsions which, by linking environment 
aiKl developniciit to the survival-of human 
beings address humanitarian issues directly 


The pioccss ol globalisanon of 
humanitarianism in the contempoiary world 
order is giadually gaining such overriding 
impoitancc that any attempt 10 initiate a 
critical review ol it - which might reveal 
some mteresthig correlations between the 
contemporary world order and its context 
specilic development piactices - might he 
construed as reactionary' But a critical out 
look IS unavoidable it one realises that while 
humane development is an impending 
necessity 111 the world totlay a number ol 
indications propel one to argue that several 
foice.s specilic to the contemporary world 
ordei might intervene agaiiKSt'emancipation 
ol those suKcring from exclusion and 
iiiaigmalisation Before we explain why, it 
might be useltil to reler brieny to the 
conceptual background and growtliol human/ 
social development-the motive lortebchind 
the summit-led humanitarianism 

1 

li will noi he piaclicablc here to repeal in 
detail wh.it is widely known in develop¬ 
ment literature tha' the majoi thrust of 
development, as conceived since the end of 
the .second world wai and the period of 
reaching out to the po.sl-cololiial societies, 
was on economic growth .An obse.ssion with 
economic growth in both the conceptuai 
lormation and practical implementation ot 
development contributed toj dcvclopnicnl 
becoming .synonymous with growth This m 
turn gave use to a dangerous ji'piimism that 
per capita income, national income gross 
domestic product, gross national product, 
rate ol industrial productiUn. of capital 
tonnalion, ol consumption .imjoi'investmcni 
wetethe most reliable indicaton.ofacountry's 
success or failure in eliiniiiating under¬ 
development Those who opposed such 
growth-mama did not regard these indicators 
as tcscless because they do not play a vital 
role in measuring the achtevcmcnls of a 
country's economy. However, the measure¬ 
ment of thf health’ of the iocieiy, which 
constitutes the core of development a.s 


emancipation does not provide exclusive 
importance to these indicators. This is 
primarily because these indicators of growth, 
m segregating economy from society and in 
giving exclusive attention to the former, prove 
to be misleading because an economically 
advanced country may wcl) have a backward 
society. The fact that a state enjoys the highest 
jier capita income does not necessarily mean 
that it has a mature civil society or a high 
Icvei of nutrition or gender equality or 
fiecdom, or even the right to life. Il'should 
not, however, be assumed that the mainstream 
development thought with its central focus 
on economic growth did not bring education, 
health 01 other dimensions of the quality of 
life under its purview. But a gradual, decisive 
and steady increase in Ihc significance of 
the means relegated these ends to the back¬ 
ground. and ultimately into oblivion. 

fheconcept of human/social development 
did not develop overnight. Its root can be 
traced back to various ideas - while none 
of them can claim sole parentage, the 
following IS a tentative list ol major 
perspectives winch expanded the sphere 
and relevance ol human/siKial development 
by generating both positive and negative 
responses, ulililariaiitsm (including wcl- 
laiism), neo-classical economics. Keyne¬ 
sianism, wellarc economics, development 
economics, and in a certain way, Marxism. 
While its rcHiis can also be traced back to 
ihe basic needs approach and the alternative 
development - the ideas ruling the I97()s - 
the concept of human development began 
to gain wide circulation in the laic 1980s 
During this period 'di.scordiint' develop 
nient ideologues and practitioners, having 
witnessed the fiasco in the name ol 
development in post-colonial siKiclies, were 
looking for an alternative to counter (lie 
hegemony ot growih-ccniric dcvelopmeni 
The concept in a sen.se was institutiona¬ 
lised in 1990 when the United Nations 
Development Programme(UNDP) published 
the first issue of the Human Development 
Report It i.s worth noting that a number of 
development scholars who are not exactly 
loud of growthi.sm - Mahbub ul Haq 
providing the overall guidance, and Amartya 
Sen, Paul Strccteii, Keith Griffin and 
.Meghnad Desai among others working as 
advisors-are as.sociated with the preparation 
of the Reportbs). 

The Human Development ReportM 
lamiliariscd us with what is known as the 
Human Development Index (HDD.TTic HDI 
combines life expectancy at birtlt. access to 
sanitation, safe drinkingwwaler, health 
services, daily calorie intake, female-male 
gaps, turai-urban gaps, profile of homicides, 
suicides, child mortality rate, illiteracy rate, 
to mention only few, with ‘traditional’ 
indicators like real GDP per capita and GNP 
per capita to prtrvide a "composite measure 
of human dcvcloprocrM" In assertihgthat % 
concept ol human devetopmem not only 



oncomfWi^ t6e (ie of tKit 

alsodcvcloptncnt for people and ticvclupmcnt 
hy people, an attempt is made to stress the 
signiricanceordcvcioping humancapabilitics 
and their productive ulilisatiuii. Keeping in 
view the "'means over the ends" approach 
of earlier development practices, the concept 
of human development, it is stated, “broadens 
the development dialogue from a discussion 
ol mere means...to a discussion of ultimate 
ends”. The e.s.scncc of social development, 
it should be added, (smuch the same. Perhaps 
the most distinguishtttg featurc of the two 
conceptual formations of hurnanitarianism- 
based thinking is their prctlx. Apparently it 
might seem that prefixes like human or social 
arc superfluous because development is 
ultimately a process of human/sociui 
transformation. However, the dis.astrous 
consequences of dchumani.sed development 
with its heavy loll of both natural resources 
and decent human existence around the globe 
provide enough ground to use the preflxes 
as consianl rcmindci ol what development 
IS uii about. 

Thus there could be a mimber ot reasons; 
especially for those having first hand 
experience of the continuing development 
iiasio in ihc thud world, to siipiiorl the 7cal 
with which some ol most distinguishcil 
dcvciopmciit scholais and prolcs.sionals 
trom diflcrent pails of the woilcl are trying 
to promote the cause ol hemanised 
development Thisisparin ularly laudable in 
an era when the humanised message of 
Marxism, at lc.ist lor ihe linie being, has been 
reduced, partly hciause ol some of il.s 
insentitive ■iKihcrcius' tocuriicuiarexi.stcuce 
Hut the ailcriipi to provide legitimacy to 
micrnationul meets as the most reliable 
implementing agency of human/social 
tiovciopment might not he the best way oi' 
promoting huinnnitariatiiMTi; m tael, as we 
shall argue, it inighi be scir-dcfc.itmg 


II 


'Hie ecniral plank of out argument is not 
to bt' equated with Ihc more simplistic 
statement that the current spate of inter¬ 
national conferences an<l summits only 
serves the purfKise of superficial discussions 
on humanilunan issues. Such sweeping 
gcnerdlisutiuns tend to miss the key-paradox 
.issociaied with these meet.s; while globalising 
humanitariamsm these meets smiultaneously 
cater to the interests of Ihc dehumanised 
world order, interestingly the key-paradox 
IS overlooked also by ilic overenthiisiiqjtie 
■advoruttes of summit-led humaniturfanism. 
l-ci il.s provide some clues to the elusive 
paradox. 

The major .source of both optimism and 
over- iptimism about the summii-tcd 
humaniiarianism is much (he same; that these 
meets play a contributory roic in placing 
various crucially important issues of 
humaniseddevelojnncmtw the global agenda 
^ and in promoting what is known as 
internatibrtat capacity MtildSbg. Any keen 
observer wouldagrtmthat a numberof issues 


rdni^ fmm Iniw rights^ 
ctMisciousness jemler relations, healthcare, 
food, shelter Jid education to organised 
crime, corruption, illicit arms trade, illicit 
drug trade, xenophobia, terrorism, drought 
dcserti 11 cation jijd poverty have been globally 
problematised (jp the fora of these meets 
This not only licilitates awareness both at 
the level of s'4c and at the level of civil 
society aroundi^c woi Id hut also strengthens 
the struggle against the mainstream 
development itoughi and practice. It is clear 
from the range of issues mentioned above 
that none of tiKjm, with the exception ot 
poverty, were iiinsidercd significant enough 
by Ihe exponco!, of mainstream development 
Hie very fact ihat the fate of children, for 
the first lime, was linked to the stale of 
development ai the Child Summit, or that a 
linkage of cmironmcni and development 
wa.s estahlishcil with a humanitarian locus 
at the Rio BarthSiimmit orihal poverty, lack 
ofcmployincm .od social disintcgi anon were 
combined to viMialisc a development pattern 
atine World Summit fi'r Social Development 
at Copenhagen provides a sufficiently si rong 
impression ihit thc'-c meets have great 
trnnsformalorv iioleniial. It is perhaps 
!over)o|>limis)ii about the transformaiory 
promi.se which somclmics results in such 
meets taking pl.ice within a very short pcriixl 
with nocvaluatmn being made of Ihe progress 
dunng the iiiicivenmg period. To elaborate. 
Ifec S 28 bil(,im-cxpensive Copcnh.igen 
Summit which nad alicvianon and reduction 
in poverty I'cneration of productive 
employment, ..nd enhancement ol social 
mtcgr.ation as core themes’ h.vd brought 
women under IK purview. It has been a,s.scrlcd 
in Ihe Dcclaraii in of the Social Summit that 
.ttlcm|)l shall f.iVe ni be made to establish 
■'siruttuie.s. |f«iicies, objectives and 
measurable giKls to ensuic greater balance 
and equity in occisioii-making process at all 
levels and bKiadcn women’s nolilicul, 
economic, .socul and ciiiiiiral opportunities 
and indeper.fence and support the 
cm[M>wcrmculiifwomen" Several mc.istires 
ranging from f'Cracy education, equality ol 
status and opputunity, locrnployincm, rights 
and frccdt'manJgiass roots level mobilisation 
for leadership, have been elaborated m the 
Declaration ard tin; Programme o( Action 
of the Summii. One might 'Icgittmaiely' 
womici whethirihc BeiJingConfcrence will 
he eficc lively ibtc to monitor and evaluate 
the progress o ide willi regard to women s 
rights at the Jobal level. The argument 
remains valid even if one iake.s into uecoiin, 
the fact that there ha.s bi-en a l!;-ycar gap 
between Ihe Nairtibi Conlcrcncci I'JS.S) and 
the Bci jnig Coi t'erencc- the meets to discuss 
women's issui'vexclusivcly. The borderline 
between nciessary overlapping and 
unnccessaiy rc|iciition is extremety blurred, 
and the (allure ui distinguish bet ween the two 
would have a'fvcrsc rcpcivusskms on the 
«itruggtc for human devclupinem, Bui what 
W one traces some other motive which 
deliberately gives rise to the ‘repetiti vc/cal' 

.\s hinted carh^r. a ftmdamental feature of 


fiWWls ti tfei’ti ,, 
they scrupu{ousty'a.voidaentical view of the 
contemporary world order. If the statement 
sceems too predae. it needs further 
clarification Salvaging humamtananism in 
the contemporary world needs (o go beyond 
mereprobiemaiisationofhumanitarianissues 
by linking them to the state of the world. 
It needs to explore the nature and functioning 
of the lontcniporary world order and its 
mstitutional structures to reveal the 
hindrances - pol ideal ecrmomic and cultural 
- to Ihe promotion of human face of 
development. A regular feature of Ihc summit- 
led humaniiananism - as evident from the 
Dcelaraliontst and the Programme of 
Action(s) ol various meets - is that an 
elaborate, truc-to-fuct and systematic 
presentation of the criscs-ridden world is 
loilowed by highly reformist recom¬ 
mendations m.iny ol which are in reality 
responsible for perpetuation of these crises. 

Ill 

Rvidcntly the iccomniendcd measures of 
.summii-lcd hurnanitarianism have a narrow 
institutional base which is specific to Ihc 
contemporary world order. One or two 
instances can be given to illu.vtrate the point. 
.Mi Ihe conferences and sumiiiits mentioned 
here were held under Ihe banner ol the UN; 
the Beijing Conference is no exception. 
Apparently there could be nothing against 
involving an orgimisadon of Ihc stature of 
the UN in iimmoting hurnanitarianism at Ihc 
global level. But those who resort to "if not 
the UN, what else''” logic with regard to the 
'Jisscminaiioii of humanitaiian inc.ssagc.s 
across the woi Id lend toovcrlook,deliberately 
or oihcrwi.se that Ihc UN might not be as 
neiitrjlorascffectiveaslhcconccrncdi:id7cns 
of the world would like it l<- be. While the 
UN celebrates its 50l'i immvcr.sary this year 
tliere has been .i Mgnilicaiil erosion in Us 
legitimacy and clfcciiveness. At present in 
Bosni.i the blue helmets arc losing face, as 
one observer puts it, Tlic pathetic failure of 
the UN Peace Keeping force in Bosnia i.s, 
‘lowcvei. not the only instance. The UN’s 
partisan role and (onfusiiig activities in 
Somalia and Rwanda, and the shocking 
in.stancc ol mampuladur. of its might and 
legitimacy during the Gull War have 
t’Ciieiaied rciiciions in the form of frustration 
;ind .ingei. T1 le most rcccm al legations against 
Ihc UN concern its strict silcnee' regarding 
liumaii rights iilmscs in the vcto-wiclihng 
states and proiiiulgadon of'.supcrccnsorship' 
to delete uncharitable references to the 
organisiiton. In short, the credibility of the 
UN IS at slake as never before. 

In our view, there eah’bc two categories 
ol .idvocates ol summit-lcd humamian.i- 
msin, of those who exoi'cl the UN to play 
a kcy-rolc in the mission. The first category 
consists of those who sincerely but naively 
believe that the UN is tliy agency to maxe 
their dream of human deveiopmem a reality. 

In overestimating »he 'immuniiy of the 
organisattim from all kinds ol pulls and mam- 
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pulaiions they tend to miss the crucial point 
that for the developed states the stakes in 
retaining the de-htimanised development 
patterns ;md praciucs arc quite high. The 
other category consists of those who. being 
fully aware of the vulncrahilty of the UN to 
the dictates ol the supci visor-states’ of the 
‘New World Order’, recommend a leading 
role of the organisation to prevent the struggle 
for human/soeial development going out of 
control ol the powers that be. Thus, both the 
categories - the first unintentionally and the 
second deliberately - mininii.se the possibil¬ 
ity ol posing any radie.il challenge to the 
eontemporary unjust world order 

I'hat the summit-led humanitananisni 
rules out any possibility ol structural change 
in the contemporary world order also be¬ 
comes evident when one sees how it accords 
a leading role to two ol ihe most important 
in.stituttons - the IMF and the World Bank 
It IS interesting that while the Fund-Bank- 
sponsored economic stabilisation and the 
structural adjustment programmes (SAPs) 
necessarily lead to diastic reductions in 
government sisendmg on s(x:ial services - 
thus aggravating the sulferings ol the poor 
who hear the bmnt of such reductions beyond 
icdemplion - the advocates of summit- 
based development, as cvideni Irom the 
recommended mcasuics provided in the 
Programme ol Action(s) ol various UN- 
spon.sorcd conferences on humanitarian 
issues, would think il proper to strctigihcn 
the Fund-Bank system. One might point out 
that in the Social Development Summit it has 
been mentioned that efforts would be made 
■’to reduce the negative effects and to i mprovc 
the positive impact" ol the SAPs in order 
"lu make them more .sensitive to the needs 
ol social development’’. But this argument 
cannot be overemphasised to be optimistic 
about the SAPs primarily becau.se, as pointed 
out by Kitazawa Yoko to the delegates of 
the Copenhagen Summit, the programtiic.v 
arc a product of a specific kind of economic' 
nKxIcl/framework which, being obsessed with 
growihisni and ’Ircc’ markcl. cannot be on 
Iricndly terms with the idea of social 
development. Even if the advocates of the 
SAPs continue to argue that the programmes 
in recent years have become more humane, 
thus tacitly acknowledging then de-humanis- 
tng role in earlier years, the aggravation ol 
the plight ol the debt-ridden countries ~ a 
result ol Ihe imposition of the condiiionaliiies 
associated with the SAPs - prove otherwi.se. 

In visu.ilisiiig an impossible and 
implausible compromise between the 
demands of the prevailing economic order 
and the imperatives ol human/soeial 
development, the summit-led humani- 
tarianisni advocates the opening up ol all 
areas of economy of the dcveloptng countries 
to the transnational cor[H>iaiion.s (TNCs). 
with the expectation that the TNCs would 
make themselves 'humanised’. Having an 
■impressive’ rccoid of political interference 
of .showing utter disregard forthc laws, society 
imd culture of backward’ states and the 
pcopicof‘primitive’ societies.andol creating 


envirunmcntdl havicie (its klie of 
Bhopal). the management of twTNCis might 
find It very difficult to refurbii the familiar 
image ol theirorganisalionevt i if they wish 
to. Moreover, developing i humanistic 
outlook in the prevailing co nomic order 
which IS based on cut-throat cr mpetition for 
control of the market would n| a ensure any 
substantial return in terms ufiprotlt. 

Thai the summit-led hunimitarianism 
would hope to make the FundiBank .system 
ancIthcTNCs more ‘humane’ ispoi surprising 
considering the fact that its ukimaic aim is 
tocreaic, as .staled in theCopenIngen Summit, 
a “STKially equitable liberal ccohomic order" 

It IS worth noting that in trying to reverse 
the history ot global development by making 
the liberal economic order‘socijilly equitable' 
the recommendations do not suggest any 
change in the composition of the Fund-Bank 
.structure. Thus it rules out the! possibility ol 
tilting the balance in tavouf of ihc Icasi 
developed or developing stales, ft is also as 
part ol Ihe cITori to keep the .structure of (he 
nco-lihcral world order iindi.sturhed that the 
summit-led hunianilarianism adopts a very 
favourable view of the GATT — the third 
part ot the 'Irinily' of Ihc inequitable world 
order While we do not want to repeal here 
the details ol Ihe controversy fclaimg to the 
Uruguay Round of the GATf what must he 
reasserted is that in spite of the endorsement 
of the Round ot almo.st all (ho developing 
states at Marrake.sh on January I this ycai 
the recolomsaiion pnKcss inahc sphere of 
world trade, as initiated by (he architects of 
the Round, would ensure subjugation, not 
just subordination, of these stales to their 
developed counterparts. 

T’o refer back to the too frequent rccurrc nee 
of meets dealing with humanitarian issues 
one can cry to trace the motive in terms ol 
an organised endeavour tu repeat the 
con.servaiiverccommendations'lodrivchonK' 
the jxiini lhai the prevailing world order is 
’lihcral’ enough to accommodate human/ 
siKial dovolopmcnt. We can refer to unuthci 
instancciosubsiaiitialcthc s.rnic point, while 
Ihc Agenda 21 of the Earth Summit - 
rccogni.scd as the most coinprehensive 
document on htimiin/social difvciopmcnt - 
was prepared in 1W2. was there any 
necessity |{> repeal mosi ol ilicjsc points and 
issues in preparing a cliar^'i ol social 
dcvciopmciu during the Social Summit m 
1W.*)’’ And that too without providing any 
accoum of the progress niaue during the 
last three years'.’ } 

The suppression of womcn[ as rctlccted 
in the history ol human civilisation, knows 
no boundary; it is being carricijon from time 
immemorial m all parts of tl^ world with 
equal intensity, (ran.sccnding; all culiure.s. 
This has led us to be accustomjjd to viewing 
things and conceptualising issues by 
completely excluding the experiences and 
pcrspeciivcs of women, as if they did not 
matter. The world has always been u man’s 
world because the ’reality', in both the 
ontological and cxi.sicniial .senses has been 
constructed by man. To recall Sandra 
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far asked only fhe questiohii about tkicla! life', 
that appear problematical from within the 
social experiences that are characteristic of 
man. It is highly encouraging for those 
concerned with the status and role of women 
(hat gender issues arc increasingly gaining 
prominence, having passed (hosedays when, 
in Sheila Rowbotham’s words, they were 
"hidden from hi.story". However in the days 
of aggressive globalisation, with every¬ 
thing measured and valued in terms of 
consunicrism. (he task ot counicring what 
Fredenque A Marglin describes the 
‘‘rcpre.ssi VC cmailmenis ol .society" - namely, 
the ideology and reality ot domc.sticity - and 
ot developing women’s minds toassure their 
achievements m Ihe public sphere will he 
met with sitfrresistance from ifio.sc who gain 
from the prevailing inequitable sy.stem. After 
all we live in a world where we have instances 
of governments indirectly initiating pre- 
teenage girls into prostitution in south-east 
Asia to promote international tourism and 
improve foreign exchange rc.sei'ves. 

II (he Beijing Confcience, lollowing 
precedents .set by summit-led humani- 
lunanism, recommends only cosmetic 
changes to Ihc existing gender-related 
norms and practices, by convcnicmiy 
avoiding deeper and harder explorations, 
no purpose would be served. We need to 
take cognisance of the tact that t!ic issues 
orevcrydaylifc.incliidingthu.se pertaining 
to women, do nut cxi.sl solely at the level 
of ’practice’. They have u real, even if 
appatenlly invisible, methodological link 
III the constitutive logic of the existing 
order and its orderly mode of operations 
Thus, female infanticides or eases of bride 


burning in India, or the organised promotion 
of girl-prostitutes in south-east Asian 
coiiiiirics or wage discrimtnaiion against 
women all over the world or lack of access 
ol women to education and health care 
cannot be viewed scctorally These are 
only the symptoms’ of a discriminating 
order which, lacking in gender balance, 
discourages women Irom meaningfully 
participating in Ihc decision-making 
process. But (he problem is when social 
relations and institutions tend to become 
‘reified’ we create and perceive the world 
through Ihc ‘mask of reificaiioii’. without 
raising or letting others raise quc.stiuns and 
doubts about relationships or ideas that 
give rise to inequality, oppression and 
tyranny. The process of reification, in 
course of time, contributes to paralysis of 
perception, causing us to lose the 
transformaiory zeal. If (he participants in 
(he Fourth World Conference on Women 
decide to do something drastic in the sense 
of being constructive, they should go 
beyond the rhetorics of transformation. The 
dominant development discourse has 
always been long on rhetoric and short on 
sincerity. To reinstate (he same, in 
accordance with (he ‘tenets' of summit-led 
humanitarianism, will be essentially self- 
defeating. 



KASHlMIR 

Caught between the Army 
and ‘Guest’ Militants 

Gautam Navlakha 

On one side is the security apparatus aiming to crush armed and 
unarmed Kashmiris because they are Muslims. On the other side are the 
‘guest’ militants determined to convert a national movement into a 


religious war. Between the two, the 
getting drowned. 

AT the end of May 11 the ledger of Indian 
nation-state contained the following account 
ofCharar-e-Sharief; 1,3IOhousesdestroyed. 

1,460 familic.s rendered homeless, and the 
shrine burnt down. Twenty militants, 
including Mast Cul. escaped the army 
dragnet. Troops displayed 0 bodies out. of 
the 29 militants allegedly killed and elaimcd 
there were no eivilian casualties. But live 
bodies turned out to be iho.se of civilians. 
At the other end, months alter the event, 
relief and rehahilitiation work is crawling 
along. Let alone compensation, interim relief 
has not been distributed to 370 affected 
families before disbursement was halted. 
Whereas 1,310 houses were gutted 
compensation will be provided to 842. 
Meanwhile, delay in disbuisement means 
that with autumn just a couple ol months 
away rcconsiruction of houses cannot begia 
until next year. 

The shrine and its surrounding habitation 
of 26.000 once were a fulcrum of activity. 
Two hundred buses visited the town daily. 
And livelihood of people was intimately tied 
to the shnne. Not mueh remains. There are 
few visitors and little sign of life. The 
de.struction reminds oneof a warzone. Debris 
and burnt out remains had replaeed mohallas 
on the three sides of the shrine whieh were 
home to a quarter of the town's population. 
Instead of the mosque sections of walls 
remain, and instead of the SOO-year old 
rosewood ziarai a makeshift tent covers the 
‘mazar’ of Sheikh Noor-ud-Din Wall. Where 
crowds once filled the precincts, only vast 
empty grounds remain. The bus-stand with 
eateries and other shops all along the wall 
of the shrine look foriom. 

Destruction of the two Charar-e'Sharief 
known for the ziarat of Sheikh Noor-utl-Din 
Wall, patron-saint of Kashmir, could have 
been averted, if the c^jective was removing 
the 30-40 militants. By granting ‘full 
authority’ totheanny, prospects of apemful 
settlement took a backseat. Army prohibited 
journalists and ‘outsiders' from entering the 
town. As the PUCL-CFD r^it points out 
a lO-member committee form^ by the. 
townspeople acted as a go-between the'^^; 
mlKtants the army to thnsh out an ' 
agreement for safe pasau: But the local 
army eommamiertiiwarteaevery possIMlity 
of this, th fa(^ after a^nshing tpjibid direct,. 


voice of the Kashmiris for 'azadi' is 


negotiation.' for which a 48-hour ceasclire 
was worked out army began firing (The 
Hindu. August 10). If the militants had 
shown unwillingness to negotiate safe 
passage then their motives could have been 
questioned. In its absence, army's actions 
call for a thorough probe for failing to give 
priority to protecting the people, the shrine 
and the town. 

Afitrmatii w Destwjction 

True, there is no agitation over Charar- 
e-Sharief any more. But rage has been 
, replaced by grief. Curfew, suppression of 
' every demcn.stration of anger or sorrow, 
arrests of lenders, past experience of firing 
on crowds by the security forces, all combined 
to stop protests. But people are also 
hamstrung by the lack of empathy exhibited 
by Indians lor them and their loss. Those 
who lamcni the demise of 'Kashmiriyai' 
entertain nn doubt over official narrative. 
The 22-meit^r parliamentary delegation 
which visit'd Charar-c-.Sharief posed no 
questions when people accused the Indian 
army of the destruction. Their statement 
is.sued on May 20 limits itself by asking the 
governor abdut the "alleged inaction... in 
forc.sceing nnd forestalling the happenings". 
Militants hxJ been present in Charar-e— 
Sharief sinic last October but the MPs did 
not find it iiUriguing that the army began 
its operatioron the last threedays of ^mzan. 
including Id^pl-Zuha. What was the hurry 
after claiming the militants were planning 
to blow up the shrine? The MPs in fact 
enteitaiiwd no doubt that the shrine was 
burnt by Pakistani agents. Once the prime 
minister clarified that the government of 
India (GOI) liever orders inquiries into the 
operations at security forces they readily 
agreed. This meant that once security forces 
are deployetito deal with insurgencies then 
theirconductfssub^ttonoreslraim. When 
this is comfcibed with the callousness of the 
parliamottay delegation which spoke of 
providh^ ‘lilllerai assistance’.havingno time 
tm re-visit tifd find out itexd relief and 
rdhabilitatio|i one can hardly fault the 
Kashmiris ft feeing that the articulate 
Indiatis waul Kashmir not Kashmiris, mtd 
thet«^tMe, (hi Ikk care what happens to them. 
Willy«tMty |very Indian has becotpe an 


accomplice in'^ dilmb rtf suj^ressirig the 
democratic right of Kashmiris to opt out 
rather than accept terror and misrule. 

The visit of the US envoy Prank Wisner 
in June also drove home the point that 
‘national’ interests remain the paramount 
concern which inform relations between and 
within nation-states. Of course, no one 
interrogates the premises and claims of 
‘national’ interests. Notwithstanding, all the 
scams, cover-ups, demolitions compelling 
introspection, even the cost of anti- 
insurgency has not been calculated. In 
suppressing militancy, escalation in the 
incidence of violation of life and liberties 
of people is inescapable. News of major 
conflagrations are difficult to squash when 
they occur, which they do at regular intervals. 
Western powers led by the US then trade 
off their non-intervention or acquiescence 
on Kashmir in exchange for climbdown by 
the GOI on major issues. From the GATT- 
WTO negotiations to patent regime, and 
intellectual property rights to opening of 
infrastructure and insurance sectom, all 
have coincided with increase in activity at 
the UN or some other international forum 
over Kashmir. The price extracted on 
account ofcoercive policy on Kashmiris not 
known but opening up ol power, tele¬ 
communications, insurance would mean 
billion dollar businesses. Like it or not, 
Indians are being made to pay a high price 
forGOI’s violent subjugationof the Kashmiri 
movement. Instead of rolling hack military 
rule GOI seeks to contain any opprobrium 
they incurby managing the out How of news. 
For instance, by focusing attention on BBC’s 
coverage of Charar-c-Sharief, critical news 
was discredited, shifting attention from the 
tragicevent to its ‘distorted’ coverage. BBC’s 
shoddy news editing came in handy. But 
Indian print and visual media participated 
unmindful of the need to examine their own 
pre-suppositions. This resulted in the 
government’s evasion of accountability to 
their (Kople or the international community. 
All this contributes in silencing Kashmiris. 

Behind all this is a policy that privileges 
miliimcy over the movement and therefore 
denies the need to address the basic issue 
of people’s alienation. Herein lies the intrinsic 
failure of the policy of coercion because 
such an undemocratic response cannot 
distinguish between armed and unarmed 
people. No family in the valley has escaped 
being affected by it. Out of an estimated 
20,000 deaths in past six years maximum 
number have been of civilians caught in the 
crossfire. No less than 11.000 ‘militants’ are 
in detention. Former chief of Intelligence 
bureau, M K Narayanan, wrote in a paper 
presented in 1994 t^t 70 per cent of the 30- 
60,000 Kashmiri yough, i e, 33-40,000, who 
crossed over to Pakistan had been 
‘neutralised’. (The Hindu, November 18. 
1994. This could mean anything from their 
annihilation to theirairesLAsaresuit,popular 
estrangement has been aggravated and 
militancy has ^wn. He also wrote that 
'terrorist incidmts’ rose from 400 in 1988 
to 3,000 in 1993. And that in first half of 


1994 there were 4,200such incidents. During 
this period number of militants rose from 
less than 300 to 12,000 and central 
government forces from 3,OCX) to 5-7 lakh! 
In Doda district until last year there were 
4,000 sccuritymcn; now there arc 20.000, 
including the Rashtriya Rifles. Militants have 
become stronger say local officials {The 
Tribune, July 30). Forinstanceaftermilitants 
overran a RR camp in Puneja village 
(Bhaderwah) recently, RR picked up 300 
youngmen. Fifty were so badly tortured that 
they had to be admitted to Bhaderwah 
hospital. This will provide new recruits lor 
militants. This confirms that 5-7 lakh soldiers, 
bunkers, checkpoints, searches, arrests, 
torture, and killings cannot contain militancy. 
Despite this overwhelming evidence 
indulgence is shown towards hardliners. 

Going by appearances, the daily grind 
prevails over ‘azadi’. People appear to be 
leading a normal existence. With this has 
grown the official belief that people desire 
peace rather than a peaceful solution. But 
appearances can be deceptive since there is 
an element of getting u.scu to militancy. 
Admittedly there is disgust at many acts of 
the militants. But this does not amount to 
disavowal of their political aspiration to opt 
out of India. Indeed the surface calm is 
misleading and the heavy handof the military 
is evident everywhere. For instance, in public 
or privacy of home a Kashmiri can be asked 
to show proof of his/her identity including 
children above the age of six. For border 
areas there are special IDs provided. In the 
valley of approximately 35 lakh population 
there are anywhere between 5 -7 lakh .security 
forces, I e, a soldier for every five to seven 
Kashmiris! In addition there arc bunkers at 
major crossings, and multiple checkposts on 
the highways which provide enough 
opportunity for delay, corruption and 
harassment. Worse, there is no insurance 
against a force taught totrcat every Kashmiri 
as an enemy. 

In other words Article 21 ot the 
Constitution (right to live with dignity) 
does not apply for Kashmiris. No distinction 
IS made between those who use guns and 
those who voice their desire to opt out of 
India. Democracies recognise the dif¬ 
ference between the two and neither permit 
its blurring nor waive proper legal 
proceedings. But Jammu and Kashmir 
(J and K) is governed by arbitrary rules. 
Once “you deny the distinction between 
essentially different types of the same crime, 
then you deny the crime as distinct from 
the law and you do away with the law 
Itself’. Therefore, “an undifferentiated 
harshness destroys all the effects of 
punishment for it has destroyed punishment 
as a consequence of the law”. Such is the 
state of lawlessness that the administration 
shows utter contempt towaids the courts 
including the J and K High Court's orders 
related to habeas corpus petitions. Thus, 
fewere people, including lawyers, come 
forward to talk and narrate their experience. 
Pear is expressed about being hauled up 
by security forces if they are discovered 


talking to the press, people’s ri|htactivists 
or for filing FIRs. The last is ajbasic right 
of everyone in a democratic society. But 
to gloss over this, and as part of 
psychological warfare, stateadijiinistration 
has taken to 'investigating' allegations of 
atrocities. In what can only be considered 
cynical, the agency against whom charges 
are levelled is asked to submit its account 
which is accepted as the authoritative 
version. This enables a fairdegfee of news- 
management. 

FaIX-OUT of ANTI-lNSURtiENry 

A major divide in J and K today is between 
those who believe that guns alone can win 
for Kashmiris their right of self-determination 
and those who argue that it can only be a 
part of a struggle that the movement 
undertakes for achieving its objective. From 
the heady days of early 1990 when lakhs 
protested on the streets and a million marched 
to Charar-e-Sharief to years when the gun 
ruled, the movement reached a point where 
a section of leadership began articulating the 
need for more political action. Until 1993 
few Kashmiri leaders were willing to or 
dared to leave the valley for addressing 
meetings or press conferences anywhere in 
India. This changed after 1994 and by early 
1995 a number of well publicised visits and 
meetings took place m which Jammu and 
Kashmir Liberation Front (JKLF) and 
Hurriyat leaders participated. Indeed, release 
of Yasin Malik, Shabir Shah and the return 
of Azamlnquilabi helped this process. Shabir 
Shah after his relea.se first visited Jammu and 
the camps of migrants to begin his political 
campaign. Indeed, they insisted that the 
movement must begin to acquire a political 
profilcby meeting, discussing, and informing 
public in J and K as well as outside the reason 
for demanding the right of self-dciermi nation. 
It is true they did not spell out their 
programme but insisted that they were 
committed to building a democratic J and 
K and asserted their right to self-determine 
their future. This manifested a political 
maturing of the movement and helped to 
blunt the thrust of Indian propaganda that 
had presented them in demonic colours. 
Ironically, if GOI was sincere about a 
negotiated solution it ought to have 
encouraged this process. Not pnly was this 
response not forthcoming bit GDI went 
ahead to humiliate leaders i ho spoke of 
guns as not providing a com >lete answer. 
Four months after Azam Inqui abi laid down 
arms and returned from exile in December 
last, BSF raided his house to si arch for guns 
and then arrested his advisor. ehangir Butt. 
Expectedly, the very next ilay militants 
visited him to ask if he still believed that 
GOI could be persuaded to st irt a dialogue 
without the help of the gun. This process 
was most dramatically brou{ lit out during 
Charar-e-Sharief impasse wh :n GOI opted 
for confrontation by disallow og JKLP and 
HurriyaLleaders from visitiw the town to 
persuade tne militants to pull out. They were 
beaten up and detained. T^s once again 
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proposition for the youth pushing the need 
for initiating other forms of struggle to the 
background. 

To this must be added the inability of the 
mo vement to bri ng the gun under their control 
asexemplifiediniheescalationofinlcmccine 
killings. The ‘civil war’ has reached a stage 
with breakaway groups from Ikhwan-ul- 
Musalmeen or Muslim Mujahideen targeting 
Hizb-ul-Mujahidecn (HM). whom they 
regard as their main enemy, thus depleting 
the ranks of local militants. These renegade 
militants operate with official blessing for 
their kill and loot operations. On July 6 four 
journalists were kidnapped from heavily 
forti lied Pratap Bagh, in the heart of Srinagar, 
past several checkpoints and bunkers, by 
Kuka Parrey faction of Ikhwan. The grouse 
of the abductors was that whereas the 
newspapers carry the handouts of HM, their 
rival they are provided no space. Tired of 
this, newspapers began retrenching staff and 
toyed with the idea of suspending publication 
until militants sorted out their differences. 
That the matter was sorted out, for the time 
being, suggests that the leadership and 
people are trying to resolve their pre¬ 
dicament. But they hav( not met with the 
same degree of success in their dealing with 
the ‘guest’ militants who have begun to play 
an assertive role. 

HM remains the largest militant group but 
even here the ‘guest’ militants occupy key 
roles as exemplified by Mast Gul in Charar- 
e-Sharief. But the organisation most in news 
lately is Harkat-ul-Ansar which is active in 
several countries including Bosnia, 
Tadjikistan, and Afghanistan. These ‘guest* 
militants remain outside the control of all 
the political groupings and lake independent 
decisions which evern now and then 
jeopardise vital interests of the movement. 
The latest being the beheading of Norwegian 
hostage by AI Faran on August 13 and the 
little noticed killing of four local hostages 
the same day. This also came to light in 
Charar-e-Sharief where Mast Gul despite 
being ‘advised’ by HM leadership to walk 
out stayed pul because GOl’s offer of safe 
passage was found ‘insulting’. Significantly, 
unlike early years of the movement 'guest' 
militants are largely responsible for a number 
of kidnappings. Indeed, according to Hurriyat 
leader Maulana Abbas Ansari, AI Faran, 
said to be the front for Harkat-ul-Ansar, had 
also demanded ransom money for the five 
hostages. Pahalgam (besides Doda in Jammu 
region) is one of the main area of HUA’s 
operation and they have refused to condeitm 
taking of captives because in Doda district 
they have bren involved in kidnapping for 
ransom, killing of hostages etc. Of course, 
Hurriyat leaders have condemned these acts 
and maintain that this has “damaged the 
cause”. In order to distance theinselves, they 
called for a strike on August Idinthe valley 
to express solidarity witt the four hostages 
left. Significantly, it is HUA that dedded 
to disrepi the i^lgrimage to Amarnath cayes 
ignoring the iqip^sofKas^ri ieadMs not 
to do so. H^y have.dsor aceepMsd the 
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and for four of bomb blasts during the yatra. 

The political fall-out of this is that GOl’s 
efforts to project the issue in communal 
terms is now reciprocated by ‘guest* 
militants. Not only do (he ‘guest’ militants 
undertake actions that target civilians but 
(heir foreignness goes a long way to subs¬ 
tantiate GOI‘s propaganda that J and K 
insurgency has little local roots and is 
Pakistan-inspired. Thus, the enemy is now 
both foreign, tundamentalist, cruel, and 
undeserving of any sympathy. But by 
refusing todistinguish between the political 
leadership and the populace from the ‘guest’ 
militants the entire movement has been 


projected as communal at the ground level. 
As a result none questioned the advisability 
ofletting ‘Hindutva* forces lead the pilgrims 
to Amarnath yatra which resulted in 
frequent clashes with Kashmiri policemen, 
ponywallahs, shopkeepers every time 
something went amiss, a bomb exploded 
or there was mismanagement, simply 
because they were Muslims. Hindutva 
musclemen charged them with being 
Pakistan's agents. Officials did nut bother 
to project or inform the citizens (hat these 
people were braving the warnings of the 
‘guest’ militants. And unlike the pilgrims 
these Kashmiris will continue to live in the 




i'TliB'iBNEKG.iw 

T ' A, ' 



Tlie GOl Iresumably believes that sooner 
or later tlie leadership of the Kashmir 
movement can be compiled to accept the 
offer of GOI to ’consider’ quantum of 
autonomy once ‘elections’ are held. From 
the reasons cited for on-now-off-again 
elections for the past one year, it is clear 
(hat the postponement of elections was 
based on cuntingent factors and not on any 
strategic rc-thinking. And now that the US 
and the Ell envoys arc hammering home 
to Kashmiri leaders that they see elections 
as serving a useful purpose, GOI is 
convinced that it can repeat an Assam or 
a Punjab. Elections will not be supervised 
by a neutral agency but by the security 
forces people dcspi.se. However, the belief 
that people will surrender their goal of 
azadi’ may be misplaced because the 
Kashmiris justifiably mistrust New Delhi. 
It has been a matter of state policy right 
from the start to erode internal autonomy 
of J and K Beginning with opposition to 
1948 radical land reform on grounds (hat 
it targets non-Muslim jagirdars and smacks 
of communism, legal assimilation staitcd 
with presidential orders of 1954: (1) The 
J and K Constitution (Amendment) Act 
1954 deleted section 75 of the J and K 
Constitution Act 1939 which had made the 


valley. Thus, on the one side, is the security 
apparatus which secs its task to crush armed 
or unarmed Kashmiris bccau.se they are 
Muslims. On the other side, are the ‘guest’ 
militants, backed by organisations which 
operate autonomously and determined to 
convert a national movement into a religious 
war. For both sides secular democracy is 
anathema. It is al.so important to recall that 
in the first phase of anti-insurgency GOI 
targeted JKLF. This enabled HM to 
consolidate its hold. Thp .second phase 
focused on HM thus enabling the guest’ 
militants to get an upper hand. Because of 
this more troops were deployed, clashes 
mounted, atrocities rose phenomenally, and 
more youth joined (he ranks of militants. 
In such a climate, the three-tier action plan 
- of putting a tight leash on the civilians; 
of encouraging renegade militants to 
unleash a fratricidal war; and allowing 
‘guest’ militants to gain pre-eminence - 
signals a brutal turn to events. The les.son 
of Charar-e-Sharief is that Indian security 
forces will not flinch from destructive 
operations whereas the ‘guest’ militants 
will fight unmindful of the interests of the 
movement. An Afghan-type war forgSining 
the upper hand can get enacted in which 
no side will give any quarter. Obviously, 
security forces overrate their capacity to 
master every situation notwithstanding 
monumental failures like the one at Charar- 
e-Sharief or inability to track down live 
Ibrcign and 30 local ho.stage8 so far. But 
between the Indian troops and ‘guest’^ 
militants voice of Kashmiris gets drowned, 
be it their peiideal demand of right of sdf- 
determinafion of tlieif protest against 
atrdcitleii!. this suits the GOi. 


council of ininisters the final interpreters 
• of the J and K constitution. Thereby (he 
Sadar-i-RiySsat, i e, the governor, acquired 
this power; (2) The Constitution 
(Applicatiiii) to J and K) Order 1954 was 
issued by ilib president whereby the juris¬ 
diction of the centre was extended fiom 
the original, three subjects of “Defence, 
Foreign Al^irs and Communications" to 
all .subjection tne union list along with 
the residuarv powers. These orders were 
passed onihe same day - May 14. 19.54. 
They violais the very first provision of the 
Delhi agrrdmenl (July 24, 1952) which 
have J and K a special position within the 
Indian union by conceding that 
“soverciguty in all matters other than those 
specified iitf the Instrument of Accession 
continues lo reside in the state”. The 1954 
orders exiending the powers of GOI 
included iwo important provisions: it 
outlaws any activity which disclaims, 
questions «f disrupts the “sovereignty and 
territorial iiijcgrity of India” and any “insult 
to the Indign National Flag, the Indian 
National AiUhem and this Constitution” is 
deemed to lib a treasonable act. Both these 
provisions ^ere in accordance with the 
wishes of tltp BSS and its fronts which had 
been agitaiing for full merger of the state 
into India. A month prior to this, in April 
13, 1954, QMstoms barrier was removed 
and J aml :K became economically an 
integral psft of India. Subsequent years 
saw extersion of Article 312 in 1958 
bringing J afid K under Allrindia Services, 
By Januan^'1965. Articles 326 and 327 
enabling tlii| centre to brings state under 
thefovemf’s rule without the Consent of 
the state kfsiature was mide applicable. 
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Article 249 enabling the parliament to 
legislate on matters in the state list on the 
strength of a Rajya Sabha resolution. 

This being the case, talk of 
constitutionally guaranteed autonomy is a 
non-offer. Admittedly, in the short-run a 
‘settlement’ could be forced on Kashmiris. 
However, (he ruthless crackdown which 
has affected every family only reinforces 
a reading of the past that is filled with 
betrayal and violation of every pledge ntade 
before the parliament, in the UN. and in 
public. But while GOI deals its cards the 
movement is not bereft of resourcefulness. 
For instance in spite of the best efforts of 
GOI to keep (he movement divided, JKLF 
decided on August 10 to bury the hatchet 
and join Hurriyat Conference. The 
announcement was met by tumultuous 
ovation by (wo lakh devotees gathered at 
Hazratbal. This is all the more remarkable 
because just two days before this one more 
J KLF member was allegedly killed by HM. 
In other words, where there is repression 
there will be rebellion and where there is 
attempts to sow discord there will be 
countcr-vailing efforts to close ranks. 
Besides, local and ‘guest’ militants will not 
vanish just because a patch-work 
arrangement is imposed. Paradoxically, 
there are forces who profit from the 
political-economy of anti-insurgency and 
have a stake in its perpetuation. The several 
cases that have come to light about the 
involvement of CRPF, BSF and the army 
in drug trafficking August 

14) shows whal ‘free liand’ given to security 
forces can come to mean. Financial burden 
of R$2,000-3,()00crore annually on account 
of anti-insurgency is alsoof noconsequence 
for (hose who desire cutback in social 
investments and augmentation of security 
apparatus. And yet it is those who profit that 
guide, if not dictate, government policy. 
Punjab shows the difficulty encountered in 
reining in a force which begins to hold on 
to its powers and profiteering ways. A recent 
incident highlighted the clout of security- 
intelligence apparatus. It criticised granting 
of visa to a Pakistan MP Maulana Fazlur 
Rchman on grounds that its opinion was not 
considered, (hat he was linked to HUA. and 
that (his would demoralise the forces in J 


and K. Whether their allegations are true or 
false is not the issue. The point is (heir 
assertiveness to question a decision of GOI. 
It is important to note that notwithstanding 
their failure and no matter how big their 
crime, they cscapeall punishment or criticism 
in the name of ‘national security’. No one 
interrogates the ‘national’ in security 
operations. Therefore, the crossroads at 
which the Kashmir dispute has been brought 
will not only reduce the chances of a 
democratic sduiion but threaten to carry 
forward subversion of democratic rights of 
Indians by the indulgence shown to military, 
para-military and intelligence apparatus by 
the GOI and the parliament. This is nothing 
but an invitation to another danger. 



Vinayak Mahadeo Dandekar 

Anand S Nadkarni 

To describe Dandekar as an aggressive intellectual who used and 
sarcasm to win debates on issues of social importance is to do bijustice 
to the essential humanism of the man. He was deeply interestedm 
studying closely the country's social problems with a view to i 
discovering how best they could he made more manageable, if tun 
eliminated altogether. The jocus of his attention was primarily the 
disadvantaged sections of the community and the approach vwjj 
basically constructive. i 


VINAYAK MAHADEO DANDEKAR. ihe 
renowned cconomisi, passed away in Ihe 
early hours of Sunday, July 30, in Pune. A 
large part of Dandekar’s working life was 
spent in the Gokhalc Institute of Politics and 
Economics, Pune (GIPE). He succeeded 
D R Gadgil as director of the Institute and 
built on the Hnn foundations laid by Gadgil, 
the founder-director, Eor a long time before 
Dandekar took over from Gadgil GIPE 
was looked upon as a centre of research 
principally in agricultural economics. 
Dandekar tried to give the Institute a wider 
identity by opening new sections such as 
those in monetary economics, finance, study 
of socialist economics of eastern Europe and 
so on. In 1970, during the interregnum 
separating his two stints as director of GIPE, 
a very short one and a much longer one, he 
founded the Indian School of Political 
Economy (ISPE) at Lonavala near Pune 
After his retirement Irom GIPE in 1980 he 
devoted all his energies and attention 
primari ly to de velopi ng the IS PE as a worthy 
centre for the study of Indian economy, 
polity and society. As a part of this cl fort, 
the ISPE started in 1989 its own periodical, 
Journal of Indian School of Political 
Economy, which became a regular quarterly 
in 1991. Both in terms of the nature and 
quality of its contents, the Journal has 
establi.shed an identity of its own, the credit 
for which has to go largely to Dandekar. 

1 came to Pune in I9S5 as a lecturer in 
economics in the Bnhan MaliarashtraCollcge 
of Commerce. Within a few months’ time 
I came to know Dandekar at a meeting of 
the Economics Discussion Group consisting 
of economics teachers from the GIPE and 
Pune-basod colleges, with D R Gadgil as the 
chairman. The group used to meet at regular 
intervals with one ol the members reading 
apaper on an economic theme of his choice, 
to be followed by a discussion. I had an 
inkling from time to time of Dandekar's wit 
tinged with sarcasm whenever - and that 
would be quite often - he expressed his 
views on the paper being discussed. There 
was another and wider forum. Poona 
University Social Sciences Teachers’ 
Seminar, which met once a year to discuss 
papers prepared on themes fixed sufllciently 
in advance. At these meetings also Dandekar 
made his presence felt by his critical 
comments based upon a careful reading of 
Ihe papers submitted. During these meetings 
as a paper writer I had my share of 


confrontations with Dandekar It was 
however during Ihe last nearly 2Q years that 
I came to have a closer associati^ with him 
as a colleague, first in the GIPE and lalei 
at the LSPE 

Dandekar was not formally (trained in 
economics when he studied for.dcgrees at 
the Nagpur and later Calcutta Uhiversities. 
But his training in mathematics and. 
particularly, statistics during hisjuniversity 
days must have helped him si^stantially 
when he embarked on a career iit empirical 
economic research by joining the GIPE in 
1945. He developed almo.si a^ uncanny 
insight into the tables of data he came across, 
and over the years he al.so widened and 
deepened his perception of ground level 
realities of Indian economic and social life 
by getting intoclosc contact with thccommon 
people, political and social'workers, 
government Officials, teachers, pprticularly 
in the rural areas. But his forte, iij my view, 
was his incisively logical mind. This enabled 
him to see more clearly than many others 
the intricate interrelations betweeh elements 
in a social/economic situation so that his 
analysis that lollowcd was charaiiterised by 
a refreshing elaborateness ol rclesfint details 
pre.sented in a logical .scqucncc.j 

Dandekar was a committed social scientist 
always alive to the burning issuesi if the t ime 
in the country. His views on th:se cssucs 
arising from his continuous stidy were 
presented to the people through h s writings 
and lectuics in a frank and forthrigi it manner. 
As a metlicxiical social sciciili.si ic almost 
abhorred looseness in thinking, p irticularly 
among those considered knowici gcabic. It 
was as if he regarded this locscncss as 
indicating a lack of intellectual discipline 
borne out of some kind of menta lethargy. 
Dandekar would not tolerate this, and 
subjected it to frontal attack in h s writings 
and in seminar discussions. Thei: was one 
more thing which he disapprov :d of that 
struck me particularly as I workei with him 
as executive editor of the Journal This was 
the common tendency among ma ly authors 
to display their knowledge b quoting 
exicnsi vely from others, particula ly foreign 
authors, without much justific ition. On 
subjecting papers sent for the J Jurnal to 
initial scrutiny Dandekar recomi lended to 
authors delcticn of such unnecess iry quota¬ 
tions in order to make their pa icrs mote 
compact. He was more interestt d in what 
the author hith.self had to say on fie subject 


than what the aulhoflut^ 
said. TheideniSty which theyoNmuf gradually 
developed has much to do with this and 
several other types of editorial interventions 
by Dandekar. 

Over the years a host of social/economic 
issues engaged Dandekar's attention, such 
as poverty, unemployment, water scarcity 
in Maharashtra, regional imbalance in 
Maharashtra, the rapidly declining standards 
in education, the aborted experiment in 
democratic decentralisation, reform of the 
electoral system, mind-boggling problems 
facing women, ban on cow slaughter, pricing 
of agricultural products, the current 
experiment in economic liberalisation and 
soon. Some of these problems, for example, 
cow protection, or even regional imbalance 
in Maharashtra arc i.ssues on which many 
people have strong views on sentimental 
grounds. There are others such as water 
scarcity in Maharashtra or pricing of 
agricultural products in the ca.se of which 
dispassionate objective analysis may not be 
liked by vested interests. But Dandekar spoke 
out his mind on several issues without any 
compunction. In fact, sometimes one felt 
that he used wit and sarcasm in his 
presentation with a view to raising a contro¬ 
versy hoping that the deb,pte that followed 
would generate not merely heat but also 
some light. It may probably be argued that 
if Dandekar was much less aggressive in his 
presentation he would have had a more 
pliable audience, and this would have helped 
his mission of educating the people. On the 
other hand, it is also plausible to say that 
with people sticking to their prejudices or 
with vested interests impeding objective 
assessment, Dandekar felt that only by 
giving them some kind of a rude shock could 
people eventually be made to think more 
clecarly and try to comprehend reality. It is 
difficult to judge which alternative course 
would yield better results. Every thinker 
makes his own choice on the basis of his 
.i.ssc.s.sment of ground realities as also his 
own temperamental compulsions. 

Dandekar was known for his abiding sense 
of humour. I remember Dandekar once 
recounting to us at the tea table at the GIPE 
with a mischievous smile on his face what 
a well-wisher said to him when after his first 
short stint as Director, GIPE, he stepped 
down on account of differences and started 
the Indian School of Political Economy. The 
well-wisher said that though he could quite 
understand Dandekar’s decision to start a 
new institution, having drifted away some¬ 
what from the GIPE, he (the well-wisher) 
was at a loss to know why he started a school 
and not, say, a college! But Dandekar’s 
humour was not always so innocent. In 
academic encounters he used biting humour 
as a potent instrument. One may recollect 
the headings he gave to some^f his papers 
published in the EPW joining issue with 
scholars on themes of current interest. It is 
likely that many of those who were at the 
receiving end were irritated, if not angiy, on 
account of this. But it must be said in fairness 
to Dandekar that the object of his ridicule 
was not the person who wrote, hut the 
argument Which he advanced. Whatis more, 
there was one more trait of Dandekar which 
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argument Dendekarl getting anj^, would 
raise his voice but if. as the argument 
proceeded he recognised the merit in the 
argument of the ‘adversary’ he would back 
down and redress by owning his mistake. 
Hence despite bitter academic encounters 
with him many persons continued to remain 
his friends. 

Dandekar was no respecter of radical social 
philosophies. He had a poor opinion of 
socialism, and .so also of Gandhism. I always 
felt thathe had ndt fully thought out his ideas 
on these subjects. As an Indian economist 
he was appreciati veof the need for economic 
liberalisation in the country, though he had 
strong reservations about the way the policy 
was teing carried out by the powers-that- 
be. He had forthright views on public sector 
undertakings (PSUs) in India, a sacred cow’ 
of the socialists. Considering that PSUs as 
a group have been loss-making. Dandekar 
advocated a policy of disinvestment by 
government in this area and of using the 
financial rc.sources yielded to repay as much 
of the public debt as possible with a view 
to reducing the burden of public debt. He 
agreed that a PSU may be handed over to 
workers if they agree to run it at their own 
risk. 

Though Dandekar was thus critical of 
radical points, of view he was quite in 
.sympathy with the basic objective of radical 
action, v\i, promoting the well-being of the 
disadvantaged sections of the Indian Society. 
Dandekar included among the disadvantaged 
section the poor of the land, workers in the 
unorganised sector and women. He left out 
the workcrsinlhe organised scctorofindustry 
as, in his view, these workers were in a 
position to use their collective power to 
extract I rom thcoligopoly enterpnses a share 
in ihe surplus earned at the expense of the 
really di.silvantaged. He came down heavily 
on several of the trade unions of organised 
workers which, time and again, held the 
society to ransom to get a rise in their rewards. 
In this respect the radicals have a perspective 
different from that of Dandekar. The trade 
union movement, to them, is another ‘sacred 
cow’; in consequence they back all types of 
labour organisations in their exorbitant 
demands, failing to reali.se that this trade 
union action, if successful, would work to 
the detriment of the really disadvantaged 
whom the radicals should, in fact, support. 
Dandekar surely was more consistent in his 
approach. 

In the case of women Dandekar was keenly 
interested in organising discussion on the 
conditions of women in India and the 
probable measures to remedy the situflion. 
The ISPE therefore convened at its Lonavala 
campus at one time a series of seminars on 
the subject in which even a number of rural 
women actively participated. The 
presentation of their experiences by some 
of the aiticulate women participants was 
eventually published in the form of a book 
inMaraihi mcause/ama WicWuin. Dandekar 
rightly pointed out that women, particularly ;> 
rural women,^ immensely because ^ 
they had to ^send ii lot of their daily time 
bringing drifting water over long distances 
and hunting lor fuel for cooking purpose. 


He expeciM society to 
problems ufth a view to easing the l&rw'n 
on women. Though, many times. Dandekar 
seemed to ihake fun of some of the (what 
he considered as) extravagant statements of 
women activists he was in a crucial sense 
a feminist. It is interesting to note that one 
of his suggestions in the field of democratic 
decentralisation was that the village 
panchayat should have only women 
representatives. 

All that precedes indicates that to describe 
Dandekar as an aggressive intellectual who 
used wit and sarcasm to win debates on 
is.sues of social importance is to do injustice 
to the essential humanusm of the man. He 
was deeply iiuercsied in studying claseiy the 
country's social problems with a view to 
discovering how best they could be made 
more manageable, if not eliminated 
altogether. The focus of his attention was 
primarily the disadvantaged sections of the 
community The approach was basically 
constructive I may cite here an illustration 
of Dandekar's desire to solve a problem to 
the satisfaction of those who are at the 
receiving end. Once during his tenure as 
director of the GIPE a number of MA 
(Economics! studentsof the Pune Uni versity 
complained to the vice-chancellor that they 
failed because of unduly strict assessment 
of answer-h(K)ks by some examiners. The 
vice-chancellor appointed a committee 
consisting ol the dean of the relevant faculty 
.^nd Dandekar to go into the complaint and 
report. Dandekar, however, persuaded the 
vice-chancellor to call an open session to be 
attended by interested teachers and students 
in economics in institutions affiliated to 
Pune University. The idea was thar in this 
open session the answer-books of the 
complainingstudents in thediffereni question 
papers in economics would be read out 
(without revealing the identities of the 
students), and students present would 
themselves be asked to state how many 
marks could reasonably be given to a given 
answer to a particular question. Some of us 
teachers from GIPE attended along with 
Dandekar; ihcre were some teachers from 
colleges and.a few students. Interestingly, 
some student activists also made it a point 
to attend. A.^the reading wenton the students 
present (not necessarily all of them were the 
complaining ones) came to realise that many 
of the answers were totally irrelevant, quite 
a few of thC; answers, though not exactly 
irrelevant, viihe impreci.se, and that generally 
the organisation of the material presented 
was farfromsptisfactory. As all this gradually 
became cletiK student activists beat a hasty 
threat, but m students stayed on, heard 
patiently amlkgreed that the assessment had 
not been at unduly strict. 'This itself was 
education f4 many of those present. 

Dandekauin fact, was essentially an 
educator in lie widest sense of Ihe term. In 
the initial piiod the major activity of the 
ISPE at Lor^^a was to train political and 
sociid workers, people’s remesematives in 
local bodies,ioveimmentofflcialsin different 
areas df wi k, all this with a view to 
iittproving il s tone of deds{b!n«making at 
thegrasSfOd ilth'jel.DanddfS^speMagood 
antount of f s time ponderirtg over the 


problefflordetetioMticminttefieldoffeitnal 
education, (Hnicularty, at the higher tevcl. 
His analysis of tiu! problem is to be found 
in his R S Dubhashi Memorial Lecture, 
‘Reform of Higher Education', delivered at 
the Pune University on January 19. 1991. 
As he saw it, the two aspects of the problem 
which needed to be considered were: (t) 
“how to make the teachers in the colleges 
and the universities more accountable for 
their duties, particularly towards their 
students"; (ii) “how to make the students 
more responsible for their studies”. Whether 
one agrees with his formulation or not, here 
was a serious attempt to think out in details 
the probable lines on which, according to 
Dandekar, the system of higher education 
in the country could be gradually brought 
on the rails. He circulated among his friends 
and colleagues at the ISPE and outside a 
number of ideas for taking quality education 
to the needy, particularly in the rural areas. 
One part of this process would be to bring 
out pamphlets on various doctrines 
(.socialism, liberalism, etc) in Marathi. He 
felt, however, that it was not advisable to 
get these written by Marathi authors, as a 
su fficient number of such authors well-versed 
in the subject and capable of writing in 
simple Marathi in a lucid manner may be 
welinigh impossible to find. He therefore 
floated the idea of getting lucidly written 
material in English by mature scholars 
translated into Marathi. These translations 
properly touched up by linking the material 
to the Indian context could then be published 
to the immense benefit of readers in Marathi. 
This idea, however, foundered on the rock 
of impracticability as adequately competent 
translators familiar with the nuances ofboth 
the languages and with the discipline of 
social sciences are also likely to be a rather 
rare species. Recently he was working on 
a scheme of preparing by the ISPE of video 
cassettes on expository lectures on different 
topics in. say. economic theory by well 
known experts in the subject in India and 
making available lhe.se cas.vettcs to colleges 
on a ‘no profit, no loss’ basis. In his view ^ 
this tacinty would help improve under-' 
standing of the subject both by teachers and 
students in a college. In fact, a part of the 
proposal was that tlwrc should be a feedback 
from teachers and sluctents to the ISPE on 
specific difficulties they encountered in 
understanding the materiaL s« that 
continuous revisions could be made. 

Dandekar was interested in many areas of 
knowledge other than the social sciences. He 
had prepared a scheme for verifying whether 
predictions of astrologers could be tested 
statistically. He had collected for the purpose 
a large number of horoscopes to work on 
as also information on such cxerci.ses made 
elsewhere. He was a connoisseur of sorts of 
Hindustani music; some time in early life 
he had written some plays as well. Tlie 
thought that this many-sided personality, 
versatile, imaginative and dynamic has left 
us all for ever is a saddening one. But if we 
can emulate him even to a small extent in 
undertaking the task of educating society 
with the determination and fearlessness 
which he displayed we will have paid him 
a well deserved tribute. 






Constructing the‘Local’ 

Decentralising Forest Management 

Ajit Menon 

While the concept of joint forest management is certainly a st^p 
forward from the centralised state-centred management systet^s, is it as 
participatory and decentralised as it has been claimed to be?^hat has 
been the experience of Tamil Nadu in implementing the concur? 


THE latest Draft Forest Act (The 
Conservation of Forests and Natural 
Ecosystem Act) has over the last year once 
again brought to the fore debates with regard 
to principles of forest management. Since 
the late 1970s and the ‘Araban experiment’, 
increasing emphasis has been placed on 
people’s participation and joint forest 
management (JFM) strategies. The 1990 
central government order directing state 
governments to encourage the involvement 
of village communities in the regeneration 
of degraded forest lands was in a sense an 
official acceptance of such strategies. The 
Draft Forest Act, to many, therefore is a 
blatant challenge to that directive as it not 
only has no mention of joint forest 
management but restricts discussion of 
people’s participation to the chapter on 
village forests and that too with far-reaching 
powers to the slate.* 

Despite endorsing the critiques of the Draft 
Forest Act, our intent here is to refocus the 
discussion on JFM in the hope of prompting 
further debate. While JFM is undoubtedly 
a step forward from centralised stale-centred 
management systems, is it as participatory 
and decentralised as many profess it to be? 
If not, should we not pay more attention to 
improving it rather than positing the future 
of forest management as a simple choice 
between the Draft Forest Act and JFM? In 
what follows, we attempt to rc-examine some 
of the criticisms made of JFM which seem 
to have fallen on deaf ears with reference 
to the Tamil Nadu notification. This critique 
suggests that while JFM intends to 
decentralise decision-making to the village 
level, the decentralisation process itself is 
ba.sed on a ‘strait-jacketed’ notion of what 
the ‘local’ is and .should be. As a result, 
instead of allowing for ’local’ solutions, 
JFM is in danger of imposing these solutions 
from the outside. 

A wide range of literature already exists 
on joint forest management. Ihesc have 
generally been of the case study variety 
examining the actual functioning of JFM. 
Coasequcnily, criticism of JFM has been 
largely restricted to the ‘particulars’ as 
opposed to the generals’. These particulars 
have been of three kinds. First, criticisms 
have focused on the process of imple¬ 


mentation itself. Widcdivergtjncies seem to 
exist based on individual initiatives of forest 
officials and local leaders, ijhus, in cases 
where local initiative is jgreater, the 
implementation of JFM has prbceeded more 
smoothly. A second criticisjn is that the 
devolution of powers to forest protection 
committees (FTCs) has often^een restricted 
to providing employment opportunities and 
a few usufructuary benefits p opposed to 
involving people closely injthc planning 
process. It is suggested therefore that it is 
necessary for the forest departrjient to actively 
help village communities develop their own 
micro-level plans. Third, in many cases, 
what has happened is that though JFM has 
meant to decentralise, the iihposition of a 
definite structure in terms of a state order 
has restricted the flexibility of local 
involvement. (Tbis has been reported in 
various issues of Wasteland:News.) 

However many of these problems stem 
from a conceptual problem with JFM itself. 
Chhatrapati Singh in one of the few far- 
reaching critiques of JFM itadc a number 
of relevant points. He pointed out that 
many of the usufructuary riglits guaranteed 
under the notification alreai y exist, most 
often in the form of customar > rights which 
were 'legalised’ atthetimeol' he settlement. 
Therefore, by constituting /illage forest 
protection committees (VFF’s) and giving 
them special or overridi ig rights to 
particular forest areas, it is possible that 
others who do not fall with n the domain 
of these FPCs are denied rights which 
might have existed previou! ly. Moreover, 
It IS possible that the rights 'iven to FPCs 
conflict with rights which already exist 
amongst other local bo lies such as 
community panchayats. 

These shortcomings, as Singh rightly 
pointed out, is because ti e process of 
decentralisation in JFM lelf has been 
packaged in an externally imposed 
framework. He says: “On tip one hand the 
government talks of decetwaiisation and 
strengthening of rural in$tit| tions, such as 
the panchayats, and on the c er the constant 
practice of setting up an-statutory, 
government-dependent con nittees it) most 
areas of developmental (Chhatrapati 
Singh, ’JFM: Analysi*| of Forestry 


Notifli^ions.*., Wiaie’lmi 
October 1991). 

A careful look at the central government 
ordei will support this view. While the order 
calls for the involvement of village 
communities and voluntary agencies, this 
involvement isnot freeof‘supervision’ from 
the forest department. In all state orders, 
forest officers are to play an important role 
in the constitution of these FTCs, in the 
functioning of them through range officers 
i n the exccuti ve committee and in overseeing 
the functioning of the committee through 
divisional forest officers and conservators 
of forests. Moreover, the distribution of 
benefit.s between local communities and the 
forest department is determined by the latter 
(Government of India, Ministry of 
Environment and Forests, Order No 6-21/ 
89-FP. June 1. 1990). 

The Tamil Nadu government order on 
interface forestry (TN’s version of JFM) 
dated October 21, 1993 is no exception to 
the rule. In terms of constituting the village 
forest council (as they are called in TN), 
“the forester in charge of the concerned 
Interface Forestry Unit Area as a convener 
will initiate the process of forming Village 
Forest Councile.’’ (section 2). The forester 
in charge of the developmental activities 
will be the secretary of the executive 
committee. Furthermore, the divisional forest 
officer will have the authority to disband 
these councils. With regard to benefit- 
shanng, the forester/ranger/divisional forest 
officer in consultation with the executive 
committee will decide who are to be the 
beneficiaries and the quantity of the benefits 
per household (section 3). Furthermore 
certain items such as bamboo and small 
timber (classified as category B) will be 
extracted departmentally not locally and 
sandalwood remains exclusively the state’s 
property (section 6). Finally, the divisional 
forest officer will monitor the functioning 
of these councils while the chief conservator 
of forests (social forestry) is expowered to 
modify any guidelines (section 7). 

It seems therefore quite clear as Singh 
suggests that the content of decentralisation 
itself is limited. At one level, JFM seems 
to be giving more power to the local, but 
at the same time the state through the forest 
department assumes significant powers in 
terms of constituting, organising and 
monitoring FPCs. The proponents of JFM 
argue that it is a step in the right direction. 
And no doubt there is a noticeable attitudinal 
difference between those who function in 
the interface (social forestry) wing of the 
forest department in Tamil Nadu and those | 
who belong in the territorial division. But | 
that surely should not mean that JFM should 
not be scrutinised more carefiilly. 

Singh’seritiqueof JFMisessentyiyfhat ^ 
decentralisation is embedded in cejrttrnliscd 
structures therefore goes t^gwe|:fhe 




spirit of p^hayab riy.'Buthitargun^tcan 
be taken one st^ further if we look at how 
the ‘local’ itself is problematised. In JFM, 
the unit of functioning more often than not 
has become the revenue village or hamlet 
Decentralisation or empowering the local 
involves giving certain rights to VFPCs who 
in exchange are involved in protecting the 
forests. Furthermoreadefined area of‘forest* 
or ‘jurisdiction’ is given to these VFPCs in 
order to form a (‘unit of management’. The 
question therefore should be as to whether 
this ‘local’ is a functioning whole or not, 
and if not, what the consequences of 
constructing it as such would be. 

CONSTRUOING 00: ‘LoCAL’ 

Let me give an example. The Kolli Hills, 
where I am undertaking research at present, 
is an offshoot of the eastern ghats located 
in Namakkal and Rasipuram taluks of Salem 
district. It isprimarily inhabited by Malayalee 
iribals (Malai hills) who are agriculturists 
There arc substantial forest areas bordering 
the village settlements. It is important to 
note here that this area is not under interface 
forestry. Nonetheless, as more than 20,000 
ha of reserved fore.sts exist, mostly on the 
slopes of the hills but also on the plateau 
where the 14 villages are located, it is an 
area in which the concept of JFM is ripe for 
testing. If used as a testing ground, what 
would the implications of it be? 

Trjiditionally, Malayalees of the Kolli hills 
had their own administrative system based 
on ‘oor’ panchayats. These panchayat bodies 
were part of an overall administrative system 
which governed the Kolli hills. They were 
locally constituted bodies autonomous from 
any other body outside the hills. Interface 
forestry seeks to create village forest 
protection councils. But in doing so, it is 
possible that the ‘village’ asan administrative 
category used by the forest department 
supersedes these locally constituted oor 
panchayats which might not always function 
within the same ‘jurisdictional’ limits. 
Though it might be necessary to have a 
locally-constituted body, that can best be 
decided by the local people. But by speaking 
specifically in terms of village committees 
in interface forestry, the final decision seems 
to rest widi the forest department. Even if 
panchayats were to assume an important role 
as in West Bengal, these ’governmient’ 
panchayats are something very different 
than the oor panchayats mentioned above. 
Moreover, in the Tamil Nadu case, these 
government panchayats have not had 
elections for many a year. Thus if forest 
protection committees are part of a package 
of decentralisation as they are me^nt to be, 
these committees should emerge locally. 
In many c^es, traditions of collective 
action ndl^alfeatiy exist though perhaps 
not s|>ectflchlliy\W^ fdghfd to, fdfeit 
maoagenietit; ' 


dangers in constructing a local ftbm the 
outside. The assumption within JFM seems 
to be that areas of reserved forest can be 
given to villagers to protect and manage. It 
is assumed necessary to give VFPCs very 
clearly defined areas of jurisdiction. But it 
might be the case that the dynamics of the 
local economy results in local inhabitants 
getting produce from different forests. One 
example that comes to mind from the Kolli' 
hills is that the administrative categories of 
the forest department have little meaning for 
local people. Not only do people enter 
different forest areas for obtaining different 
forest produce, but there is also no clear 
sense (based on my preliminary research) 
that particular hamlets have areas exiusi vely 
designed for themselves. Defining forest 
areas therefore is problematic given the fact 
that perceptions of what a forest itself is 
might vary. JFM in its present form is a 
management package. Giving a particular 
village or hamlet a defined forest area is 
simpler in terms of practicality. But it might 
not represent the local reality. It is also 
important to keep in mind that the Kolli hills 
is a biodiverse area. To what extent does 
JFM giveconmunitiessubstantial guarantee 
that their usufructuary nghts will be granted 
in the wake cl debates on intellectual property 
'rights and potential legal changes with regard 
to use and ownership of resources? After all 
these committees are non-statutory and the 
villagers’ rights simply that of usage. 

Finally, in constructing the local, it is 
important also not to examine the forest 
independent of its larger whole. Though in 
many areas of the country it seems to be the 
ca.se that usufructuary rights have changed 
people’s relationship with the forest, 
a.ssuming so might not becorrect. Preliminary 
analysis of land use data in the Kolli hills 
seems to suggest that certain forest lands 
have become either cultivated lands of 
cultivable wastes. Under the directive of the 
Tamil Nadu order, the forest depattmem 
could conclude that ‘local’ people are 
performing their operations (preservation) 
unsatisfactorily. But how are we from the 
outside to decide that preserving forests as 
opposed to granting patta rights to forest 
land is preferable? Would it not be better 
to see how people’s relationship to the forest 
is linked to tli^r dependence on agriculture 
and how precrving forests might be linked 
to security ol feuid owneiship. JPM does not 
seem to les'C space for this. 

No doubi jJFM is better than what 
proceededitSutthe ‘local* thatisconstituted 
within JFM Is a local which has been 
constituted die non-loced. As a result, 
r whether the lotcal itself represemts in any real 
|way the imnediaie concerns ist those who 
^consrinheiti^ttnaire. Thoughmetjwdoio^es 
such asptoticpiUHy rural appr^ (PftA) 
are lncrta*inti|t being uscdtojrfghllghtlocal 


concerns, one that tti^ too 

still do not change the rules of the game set 
forth by the state. It would be more useful 
if the local could first define itself and then 
a structure be mutually determined as to how 
to engage in JFM. 

This is not to say that the non-local does 
not have a role to play. There are very few 
studies which actually examine whether the 
traditions and principles of local use are 
ecologically prudent. Moreover, one has to 
keep in mind that the local has significantly 
changed not only due to external pressures 
but also due to internal ones which all has 
implications as to how the local will act 
when it comes to forest management. 
Nonetheless, attempts to restrict the local by 
assuming that the state knows better which 
is what not only the Draft Forest Act does 
but also JFM to a great extent is not the 
solution. Though JFM has spread to large 
areas of reserved forests throughout the 
country, only time will tell if these externally 
constimted FPCs will sustain themselves. 
And even if they do, one must ask the 
question as to whether the local is being 
fairly represented as most environmentalists 
and concerned others have tended to assume. 

Finally, though our focus has been on the 
external construction of the local and its 
impact with specific reference to 
decentralisation, another important concern 
which we have only briefly touched upon 
is whether there is a single local in the first 
place. Though many argue that tribal societies 
are still relatively homogeneous, at least in 
the Kolli Hills an initial look at village 
record.^ seems to suggest otherwise though 
to what extent is unsure. In our mind, 
however, these internal contradictions and 
tensions within the local will have to play 
themselves out. At best, what forest 
management (in terms of JFM)«. m do is to 
try and represent as best as possible die 
composite local. That composite local might 
take shape in the form of village forest 
protection committees as is the case with 
JFM at present. But it may also be the case 
thalinorderto ‘protect’ forest areas, different 
configurations have to take shape wttich not 
only looks at forming forest protection 
committees and giving usufructury rights 
and employment opportunities, but also 
addresses more fundamental questions of 
security of land tenure and ownership rights. 
If externally constructed solutions are to be 
the answer, they at least have to be locidly 
specific. Does JFM allow for such flexibility? 

Note 

* See ShatBdKulkamif 1994)‘Proposed Forest 
Act; An Assessment', EconomicondPoUtical 
WeeUy, Vol 29. No 30. pp 1909-12 and 
RaranchandreGuha(1994 ),' Forestry Dtbote 
and Drefi Forest Act: Who Wins and Who 
' LosesT Economic and FoUtical Weekly, 
Vol 29, No 34. pp 2192-96. 



Mobilising Direct Foreign Investilent 
Lessons from East Asia 

V V Bhanoji Rao 

Data from a recent ESCAP publication are instructive in regard to 
the sources of DPI, sectors attracting DPI and the factors 
determining DPI flows. It would appear from the available evidence 
that the government of India and the state governments have a long 
way to go in regard to raising the level of DPI inflows and fine- 
tuning the sectoral composition. The need is to put in place a set of 
appropriate policies. 


I 

Introduction 

OVER the past three decades, there have 
been numerous studies aimed at describing 
the trends in DPI flows across countries and 
over time, ascertaining the causes behind 
variationsin such (lows and suggesting policy 
implications. A recent study belonging to 
the same category was put together by the 
UN Economic and Social Commission for 
Asia and Pacific (ESCAP I995j. It has 
chapters covering Hong Kong. Singapore, 
Indonesia, Malaysia and Thailand. A short 
chapter on India too was included, along 
with an overview of all chapters. 

The aim of this note is to assemble and 
present a couple of summary tabulations 
Irom the ESCAP study and based on them 
to draw inferences as to how the Indian 
strategy to attract relatively higher levels of 
DPI has to be formulated. There is no 
evaluation of the findings in the ESCAP 
volume. Instead, two of the main tabulations 
by each economy are consolidated and 
presented in summary form to obtain useful 
insights. 

II 

DPI Trends and Investor Views 

The data available from the latest World 
/nvestment/iepon[UNCTAD 1994] indicate 
that in 1992, the following Asian countries 
received relatively high levels (above $ I 
billion of FDI (amounts indicated in 
parentheses); China ($112 billion), 
Singapore ($ 5.6 billion), Malaysia ($ 4.5 
biliion),Thailand ($ 2.1 billion). Hong Kong 
($ 1.9 billion) and lndone.sia ($ 1.8 bdlion). 
For the whole of the 1980s (actually 1981- 
91). average annual Hows were as follows: 
Singapore ($ 2.5 billion), China ($ 2.1 
billion), Malay.sia($ 1.4 billion). Hong Kong 
($ 1.2 billion).Thailand ($ 850 million) and 
Indonesia ($ 514 million). 

Singapore, more than any other economy, 
attracted rather high levels of DPI. Relative 
to population size, Singapore’s DPI stands 
out even more glaringly. In 1992, foi instance. 


per capita DPI was; $ 1,878 for Singapore, 
in contrast to S II for China, $ 10 for 
Indonesia, and $ 36 for Thailand. Also. 
Singapore’s per capita DPI was four times 
that of Hong Kong and eight times that of 
Malaysia. Even if India were to attract half 
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of Indonesia’s and China’s per ca^ta OFl, 
the annual flow could be around $ 4.5 billion. 
Since the post-1991 annual flows have 
continued to be less than or equal to about 
$ I billion, a concerted effort is needed so 
as to significantly raise the level of the flow. 

Stepping up the DPI flow into India would 
imply that Japan has to invest relatively 
more. In general, Japan is not only the main 
source of DPI for the five East and South¬ 
east Asian (ESA) economies (Hong Kong, 
Singapore, Indonesia, Malaysia and 
Thailand), for four of them (excluding 
Singapore), J^pan supplied a third or more 
of the total stock (Table 1). A fifth of the 
Singapore DPI stock came from Japan. In 
contrast, almost 40 per cent of 1991 -94 DPI 
flows into India were from US with DPI 
from Japan accounting for only 9 per cent. 
Two more features also stand out. In the five 
ESA economies, the manufacturing sectors 
of DPI concentration arc electronics/ 
electncals and textiles and clothing, industries 
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f Sector shares of sii ck refer to 1989 in the case of Singapore and 1987 in the case of 
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■i-i- Share in total don ;stic and foreign capiul stock in manufacturing. 

Source. Compiled from the furious country chapters in ESCAP (1995). 


Table 1: Sources of FDI. Sectors of Concentration and Investor Opinions 


Economy Total Stock Manulactunng FDI: Sector Favourable (F)/ Unfavourable 
(Year) Source Shares (Per Cent) (U/F) Factors Noted 

Country Share and by Most 

(Per Cent) (Per Cent Exports to Sales) Investors 



that absotb relatively morehumw resouitet. 
In the case of DPI into India, the relatively 
heavy and capital-intensive industries have 
a larger share. Similarly, ESA economies' 
DPI sectors are also highly export-oriented, 
in contrast to the DPI into India. Thus, as 
far as India is concerned, the shying away 
of DPI into labour-intensive sectors is a 
major issue that calls for fine-tuning of DPI 
policies just as there is a need to address the 
issue of attracting DPI into export-oriented 
industnes. 

Investors’ views from foreign affiliates or 
Japanese multinations are collected in a series 
ol annual surveys and are reported in ESCAP 
(1995). Table 2 has a summary of principal 
responses, on a comparable basis for Hong 
Kong, Singapore, Indonesia and India for 
1989-1993. If the data are accurate (this is 
hoped because of their extensive use in the 
ESCAP publication), they do explode some 
oft repeated myths and confirm some of the 
relatively well known hunche.s. 

The recent popular literature on DPI is 
replete with (a) the importance of natural 
resources (especially in regard to destination 
countries like Indonesia) in attracting 
Japanese investments and (b) the strong Yen 
driving away industnes from Japan to South¬ 
east Asia. The rather low importance attached 
to these two motivating factors is indicated 
in the 5 per cent or less responses scored 
by them. 

In general, three factors emerge as the key 
motives for DPI inflows. They are selling 
to local markets, building international 
networks and reduce labour costs. Selling 
to Japan has hardly any significance as a 
motivating factor; the same is true of selling 
to third markets. 


That Ji^pa^e dutward lMlci.iiiiK) 9 Hy 

for host country mariepts is brought out by 
the data on market shares. Ev^ in Sings|>ore 
and Hong Kong, die domestic market shares 
are above 59 per cent, while Indonesia and 
India have 64 to 65 per cent domestic shares. 
When it comes to expon, Japan and third 
countries are emphasised, with sizeable 
Japanese shares. As for sources of material 
inputs, domestic economy figures 
prominently as a principal source in regard 
to DPI into India. Indonesia too shares this 
feature except that sourcing from Indonesia 
by the Japanese investors in that country is 
to a lesser extent than sourcing from India 
by the Japanese investors in India. Japan 
itself is the pnncipal source of material inputs 
for the inxestors in Hong Kong and 
Singapore. 

m 

Towards Fine-tunning 
India’s DPI Policy 

The Indian domestic market share of 65 
per cent in Table 2 indicates the fact that 
Japanese (and other) DPI is driven basically 
by the size oi the Indian market. Just as the 
import substituting industrial'sation strategy 
in the past failed to augment export orientation 
of the Indian economy, DPI too might simply 
replicate the same feature albeit to a lesser 
extent. There is a clear case for fine-tuning 
the incentives for DPI flows especially to 
raise their export orientation, while ra:og- 
nising the fact that a fair domestic market 
share (no more than 50 per cent'’) is also an 
important incentive. 

In the context of policy fine-tuning lui 
increasing the export orientation of DPI, it 


Table 2: Motivls fob DPI Flows, Markets and Souhces of Material Inputs 
AS Revealed by Poreion Affiliates or Jafanesi Multinationals 
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100.0 

IOC 6 

100.0 

100.0 

Sources of Materials** 

Japan 

44.2 

A7l 

33.3 

34.6 

Host country 

34.6 

3E.? 

49.1 

5?7 

Third countries 

21 2 

176 

17.6 ‘ 

7.7 

Total 

100.0 % 

1000 

100.0 

100.0 






Nolen: , • refists to 1993. 


relisiiui 1989. 

Souwf Tbyo Kefzal< reported ip KCAP (1995). 



is instructive tb Mote'die ifteeative 
exporting services which is a relatively new 
formulation administered by the Economic 
Development Board of Singapore [ESCAP 
1995:93]. To be eligible for the incentive, 
services must be undertaken with respect to 
overseas projects from Singapore base and 
the export level should be a minimum of 20 
per cent of total revenue. The incentive is, 
90 per cent of qualifying export income is 
exempt from income taxation for a period 
of five years. 

Another area for fine-tuning of the Indian 
DPI policy arises from the fact that 'reducing 
labour cost' has not been indicated as an 
important motivating factor. This has to be 
reversed through a pro-active DPI policy. 
For instance, since the late 1960s, Singapore 
has been a pro-active DPI seeker. Ministers 
pay routine visits abroad seeking DPI even 
now! At the same time, very strong emphasis 
has been placed on maintaining Singapore’s 
overall investment climate. 

While a comparison of Singapore and 
India is neither fair nor tenable, a pro-active 
DPI policy on the part of India could help 
to attract inflows into relatively more labour- 
intensive sectors Elements of such a strategy 
couldincludesuitableincentives to investors. 

Policies aimed at attracting desirable and 
nationally beneficial DPI have to coexist 
alongside a certain normal or even lukewarm 
attitude towards DPI into least priority 
sectors. For instance, local builders have 
.shown that they can put up excellent 
residential and non-rcsidential buildings, 
notably in places like Bangalore. Is it 
necessary to seek/permit DPI (mostly viathe 
so-called NRIs seeking quick capital gains) 
into the real estate sector? The issue needs 
careful examination. 

Similarly, in regard to promotional 
seminars abroad, there is no need for frequent 
repeat performances in places where potential 
investors know enough about India. Costs 
of promotion have to be carefully evaluated 
in relation to the firm DPI commitments and 
actual investment inflows. 

A final remark worth mentioning is that 
kickbacks and corruption combined with 
DPI will hurt the consumers in the short-run, 
economic reforms in the medium-term and 
the nation at all times. It is the duty of the 
central government to emphasise to all 
concerned that kickbacks will sooner or later 
become public knowledge and given the 
democratic traditionsof India, any concerned 
citizen could be instrumental in reopening 
the cases of past corruption. 
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PERSPECTIVES 


Infrastructure Sector and Withdrawal 
of the State 

P Purkayastha 

/« the large-scale reorganisation that is now being introduced w the 
power and telecom sectors, the overriding consideration is one of 
ensuring profits. Concern for consumers is not on the agenda. The 
electric supply industry is being restructured to make it commercially 
viable with guaranteed profits for the private investors. Similarly, the 
entire thrust in telecom is how to make private entry more attractive. 
What is necessary is not merely to expose the current reforms ds pro¬ 


monopoly and pro-multinational, as 
the true agenda for reforms. 

THE ‘new’ will always be far more 
evocative than the 'old', particularly as the 
old is visible as the present with all its ugly 
manifestations, warts and all, while the 
new has the unwrinkled visage of the 
future. The government’s current policies 
clothed as they are in the garb of ’new’ 
economic policies,‘reforms’ and ‘libera¬ 
lisation’ have an instinctive appeal, never 
mind that the ‘new’ is only the failed past, 
refurbished and presented in the emperor’s 
new clothes. 

The remarkable resonance of the 
government of India’s policy with the Fund/ 
Bank prescriptions has been one of the 
striking features of the current economics 
of so-called ‘reforms’. The major thrust of 
the Bank in the 1990s is the insistence that 
infrastructure services should be provided 
largely through the private sector. The new 
capital investments in power and telecom 
should be through private capital and the 
existing capital base in the public sector 
should be rapidly privatised. Further, the 
market should be the major instrument 
guiding infrastructure services, such 
services being looked at merely as 
commodities like any other, only being 
perhaps a little more important. And such 
policy suggestions carry with it the carrot 
and the stick loans only to those who are 
willing to undertake a time bound 
programme of privatisation through 
conditionalities. The Indian government 
has, in addition to the above, shown some 
differences with the World Bank - 
guaranteed returns on investments as one 
such ‘innovation’ - an unerring instinct for 
the worst of both worlds. While the 
consumers are to be exposed to monopoly 
exploitation without any protection, the 
private investor will have full protection 
against the vagaries of the market. 


they undoubtedly are, hut to project 


World Bank and Rilsiriic^’rinc 

iNl'-RA-STROCniRL , 

The World Development Report 1994 on 
infrastructure' (WDR 94) is by no means the 
articulation of a new found set of ijon victions 
In the power sector for instanif, the Bank 
had already, foimulated tts currc|it policy in 
1992’ - loans only for thosej recipients 
agreetng to wholesale privatisation. The 
WDR 94 therefore has only bought the 
World Bank out of the closet and allowed 
Its earlier more closely held views on 
infrastructure to be subjected to a more 
detailed scrutiny. Earlier, such policies as 
the World Bank would havq Itked all 
countrtes to pursue, could unlyjbe worked 
through willing instruments s^ch as the 
Chilean government of Pinocjiet’ which 
automatically limited their publii advocacy. 
The WDR 94 therefore represent the Brave 
New World of the 1990s, an Increasingly 
dependent underdeveloped woipd, finding 
difficulty in retaining even a niodicum of 
dignity before the imperious ^k. 

It is important to note one issie that WDR 
94 docs raise forcefully. WDR 9^ argues that 
the poor performance of the exfsting stock 
of capital already invested in inf^rastructurc 
is development foregone. And ai the capital 
slock rises, such loss is a significant 
proportion of future development. Bank’s 
analysis of why such a situation exists and 
Its remedy is of course a thcol<|gical one - 
privatisation will automatically solve such 
problems. The real issue that iieeds to be 
addressed is how the existing capital assets 
can be made to deliver maxim illy so that 
we do not have to capitalise to n eet demand 
simply because of poor ‘main snance’. In 
the power sector today, we at ■ unable to 
meet a peak demand of about 0,000 MW 
at the load end with an installs capacity of 


80,000 MW. Obviously, increasing capacity 
without addressing such issues is to pump 
more into a leaking vessel. 

In diagnosing the malady in infrastructure 
sector and suggesting remedial restructuring, 
the World Bank has worked out a set of 
concepts to provide the requisite theoretical 
underpinning. Undoubtedly, investments in 
infrastructure have to be more effective. The 
key, according to World Bank, is the 
introduction of competition in infrastructure 
and to liberate It from government nynopoly. 
The World Bank argues for more innovative 
structures of delivery of infrastructure and 
making the system more responsive to the 
stake-holders. However, it ends by arguing 
that if the system is made responsive to costs 
and prices, it will automatically become 
more responsive. Therefore the argument 
that all infrasliuctural services should be run 
on commercial lines - strictly business to 
be run purely for profit. The argument for 
competition is, however, built very thinly 
in the WDR 94 as competition is entirely 
artificial in infrastructure and has to be 
introduced through regulation rather than 
the market. Therefore, the admission by the 
Bank iLself that competition and stake¬ 
holders’ involvement could be considered 
indifferent to ownership. However, based 
on data available, of course only to the Bank, 
they conclude that only private sector can 
provide efficient infrastructure services. 

It has been widely commented that World 
Bank’s contention regarding the efficacy of 
private sector in infrastructure services is not 
supported any independent examination of 
the Bank’s closely held data.'' In the absence 
of such an independent examination, there 
is little validity of such claims. The Indian 
experience with private investors in 
infrastructure dues not bear out the Bank’s 
assertion. The Brazilian experience in the 
telecom sector before the formation of 
Telcbras is also similar-after the total failure 
of private enterprises there, the Brazilian 
constitution of 1988 allowed only .state 
enterprises to enter the telecom sector.’ In 
order to buttress a weak factual position, the 
Bank propounded the concept of “contestable 
markets in infrastructure" agairist the 
generally held view of infrastructure as 
“national monopolies”. Following this, the 
argument that the state should withdraw to 
a purely regulatory role and leave the actual 
running of infrastructure to private hands. 

There are certain issues that such theories 
do not address. Is it possible?o have a market 
for infrastructure in the same way that there 
is a market for other commodities’.' Given 
the nature of infrastructure, it is far more 
likely to grow as either a monopoly or at 
best an oligoptdy. If such an 'oBgopolistic 



tnAilcdi' does exist, what will betheimpact 
of a supply constrained delivery of 
infrastructure on the price of such 
infrastructure? And finally, ifinfrastruciure 
is seen as an independent commercial 
activity, what will be the impact of a high 
cost infrastructure on the development 
process as a whole? 

The creation of competition in 
infrastructure is the underlying theoretical 
premise of the World Bank's case for 
privatisation Itbelicves that infrastructure 
can be unbundled and large sectors within 
infrastructure brought under a competitive 
regime. Obviously, it would be difficult to 
sell the idea of a private monopoly in place 
of a public monopoly. Politically, it would 
be difficult to argue on the benign nature 
of private monopolies - the memories of 
the people are not that short that they 
would have forgotten that private 
monopolies are even more callous. In the 
packaging of private ownership, it is 
imperative therefore that it be sold along 
with competition. This would allow 
peoples' alienation from large state 
monopolies to be channelled for private 
sector entry. Once this takes place, it is 
a matter of time before the entire 
infrastructure sector passes into private 
hands. 

t 

Withdrawal ok State from 
Inkrastructure and Its Impact 

The nature of class forces that seek to 
privatise infrastructure - the forces behind 
the Fund-Bank axis - has been analysed 
recently.'' Briefly put, it has been argued 
that there has been a growth of liquidity 
in the west due to a number of factors. This 
liquid capital seeks to appropriate cheaply 
assets created in the public domain - this 
IS the thrust behind privatisation of 
infrastructure the world over. In the third 
world, the additional impetus comes from 
the nature of demand. In the 1990s. the 
growth of electric generating capacity in 
the third world has overtaken that of 
advanced countries.’Similarly, in telephone 
switches, with a coverage of more than one 
phone per family in the west, the demand 
there has virtually saturated. The 
manufacturers are therefore desperate to 
expand in the third world. 

It is not necessary to repeat the above 
arguments. The examination here is focused 
on the implications of the Fund-Bank 
policies on the infrastructure - particularly 
power and telecom. The withdrawal of the 
state frofn infrastructural services has 
serious consequences for the entire 
economy and in redressing inequitable 
development, both in regional and sectoral 
terms; Earlier, the provision of power, 
telecom, tfantipoft, irrigMioiv, etc, hadbeen < 
considered p^requfsites fot ecoaomio 


growth. Under conditions Of targe supply 
deficits, private sector investments in 
infrastructure do notJead to any competition 
but only to growth of monopolies and 
consequently high cost of services. The 
threat of withdrawal under conditions of 
shortages c.iuse the state’s regulatory role 
to buckle. The high cost of such services 
means that only a handful of people are 
able to aviiil of infrastructure facilities, 
widening e^en more the social disparities. 
Further, such investments tend to 
concentrate in are,Ts that are relatively 
advanced, skewing the existing regional 
imbalances even further. With high cost of 
infra.structure, access to vital requirements 
for induslrid and agricultural growth are 
further constrained, leading to increase of 
existing disparities and lower growth. 
Construction of ‘safely nets’ as advocated, 
are merely palliatives and no solution to 
such disparities. The high cost of 
infrastrucutrc makes it difficult for third 
world economies to be competitive 
inicmationally. 

The arguments advanced above are not 
new. It was with this perspective that the 
slate was forced to intervene in 
infrastructuie services. In India, the power 
companies were largely in private hands 
and had very little will or inclination to 
.expand electric supply. It was in this context 
that the Indian state entered power 
dcvelopmeni in a big way from the 1960s 
toenable industrial and agricultural growth. 
In Brazil, there were a large number of 
private companies that were active in the 
telecom sector. However, the abysmal 
quality of service forced the Brazilian state 
to intervene and create Telebras which 
finally took overtheentirc telecom services 
sector. In I?h8, the Brazilian parliament 
passed its constitution, incorporating the 
provisions that only the state and state-run 
entities can Offer telecom services * The 
South Korean example is also very similar 
where the pr vate sector in power generation 
had to be nationalised in the 1960s due to 
its repeated failures. The current Workd 
Bank solutions are therefore not a new 
perspective of infrastructure but the 
repetition o: a strategy that had already 
failed eorliei.iThc only new element is the 
proposal of unbundling infrastructure in 
each area an^ introducing competition. 
'The intrrauction of competition in 
infrastructi^e and privatisation wilt 
automaticallzlensure economic efficiencies 
hitherto laccjng in the state-run public 
utilities > thiE^s the core of the Fund-Bank 
argument. 1116 degree o^'competition is 
therefote ciiiciai to (he aigutnent and 
unbundling' of infrastraettire is a 
nrerequisii: to the introduction of 
^mp^tion. -^e utilities hOVe generally 
been considcM natural mc^iOpolies and 
compedllOB l^ts'beea historically absent in 


these sectors. 11^-1918^ have sOm a rb- 
look at some of these fundamental premises 
and it is now being argued that competiijoh 
is possible in these areas provided the state 
and regulatory authorities help in 
introducing competition. Anti-trust action 
in US and concepts like 'transmission 
access’ have opened the way for more 
players in power generation." telecom,"’ 
etc. In UK. ideological imperatives led to 
restructunng of the power and telecom 
sectors introducing a certain element of 
unbundling and competition. The 
restructuring globally of the 1990s owe 
thcirorigins to these actions in US and UK. 
We examine below the current reforms that 
are taking place in the advanced countries 
in order to examine the validity of such 
concepts for India and the third world. 

Utilities like power, telecom, etc, have 
clearly defined economies of scale. Further, 
the integration of a power grid makes it 
possible for smaller margins to be 
maintained in the system and a much greater 
security of the overall power system. 
Tran.smi.ssion and distribution networks 
have generally been a part of such vertically 
integrated utilities. The transmission and 
distribution networks require ‘right of the 
way’ that had to be legislated by the state. 
It IS easy to show that it is prohibitively 
expensive to duplicate an existing 
distribution network. The transmission 
system has very large economics of scale 
and costs of incremental increases are much 
lower than putting up independent 
transmission lines. The ownership of the 
transmission and distribution networks led 
to the growth of monopolies, as the owners 
of the networks could freeze out any new 
power generator. Worldwide, the power 
systems were such vertically integrated 
monopolies. In US these monopolies were 
private while in most parts of the world 
they were state-run utilities. 

The reforms in 1980s changed the 
above picture substantially." Under the 
Thatcherite reforms in UK, the distribution 
systems, the power transmission system 
and the power generators were unbundled 
into separate independent organisations." 
These organisations were then privatised. 
Any power generator could then get 
transmission access and supply to any 
distribution agency, or even to a large user. 
In US, the utilities were privately owned 
and were asked to provide transmission 
access to Independent Power Producers 
(IPPs) leaving their original ownership 
pattern and vertically integrated structure 
virtually intact. The introduction of limited 
competition in generation in US and UK 
came onlyaftcr the possiljilitiesoftechnical 
efficiency improvements in the system 
through integration had been exhausted. 
The method chosen in US was to force the 
utilities to buy power at avoided costs, in 


t)K, p'Owter quotations arc given every day 
for the next day and the regional power 
distributing authorities choose the lowest 
bidders for their next day’s sources. 

The Bank prescriptions and the current 
drive towards transferring public utilities 
to pri s ate hands have UK as the role model, 
even though the market in UK has not 
developed any real competition. It is 
dominated by two major generators - National 
Power and PowerGen. The resulting duopoly 
has resulted in high price of power and huge 
profits to the electric supply industry." As 
the transmission and distribution arc in any 
case monopolies, the case for competition 
exists only for the generators. In US, the 
utilities set up separate companies as 
independent power producers. Under the 
PURPA legislation formulae of avoided 
costs, there were price advantages to newer 
generating entities if set up under the guise 
of independent power producers. The case 
for competition having benefited the 
consumer is not supported by facts in either 
UK or US. The anger of the people in UK 
over the monopoly prices and consequent 
huge profits made by the power companies 
is a clear indication of this. Nevertheless, 

- it has now become an article of faith for the 
Bank-Fund school and their monetarist 
followers that competition inevitably lowers 
prices, even if it is not borne out by events. 

However, while the consumer has not 
seen a lowering of power costs due to 
competition, the change of the ownership in 
the case of UK and examination of costs of 
new power generation in US as a fall-out 
of PURPA Act, did lead to scrapping of 
nuclear power plants for both US and UK. 

It became clear that the vertically integrated 
monopolies had been able to hide the high 
cost of nuclear power, particularly capital 
servicing and decommissioning costs. 
■Though UK and US had a highly efficient 
electric supply industry based on technical 
parameters, they had significantly higher 
costs due to the uneconomic nuclear option 
they had both heavily relied on. As these 
costs were lumped with the rest of the system 
and not transparent, they could continue on 
this path for quite some time. The nuclear 
route was abandoned once the pricing of 
alternative sources of power became clear 
and the actual decommissioning costs were 
taken into account. In economic terms, 
though the productive efficiencies of the 
utilities were high, theallocative efficiencies 
■w,ere low. The allowing of limited 
competition in US and dismantling the 
existing structure in UK had therefore this 
unintended benefit. More so when it is 
realised that the arguments for privatisation 
and competition had been based on increase 
of productive and commercial efiiciencies 
andnotallocafiveefficiencies. In UK, before 
privatisation it was expected that the nuclear 
power portion of erstwhile CEGB would 


attract a large number of bidding in reality, 
this proved the least attracliye to the 
investors.'*. 

Monopoly in telecom has .’again its 
origins in the economies of scale! and ‘right 
of the way’ legislation created earlier. The 
telephone companies were vertically 
integrated monopolies, having longdistance 
as well as local telephony Apart |rom North 
Americaand a few isolated cases, (he telecom 
sector was generally in govemnjent hands. 
In US, It was with AT and T, wh^ were also 
switch manufacturers, introducing an extra 
element of monopoly. The equipment 
manufacturing, the long distance and local 
telephony were all with the sam^ company. 
The technological changes introduced in the 
1980s was to change this picture^ It became 
possible to ride piggy-back on a telephone 
network to provide other services - E-mail, 
data services, etc. These are called value 
added services. Technologically, it also 
became possible to provide voice telephony 
through other routes - wireless, satellites, 
etc. The monopoly power of the* telephone 
companies was perceived to be a threat, 
particularly as more and mord economic 
acti vity hinged upon the new comhiunication 
methods. Unbundling was the, first step. 
Value added services were offerdd by others 
either through leased lines or through dial 
up facilities. Separation of loi^ distance 
from the local services was the next step. 
In US and UK, limited competition has now 
been introduced in long distance telephony. 
However, apart from very limited 
competition in UK, no country has allowed 
parallel local operators through local land- 
based network. The economies of providing 
an extra connection in an existing network 
prohibit such a duplication, apart from the 
problem introducing another operator with 
its right of the way. 

Competition in telecom service, 
particularly local voice telephony, is 
generally being introduced using gltemative 
technologies Thus wireless, either fixed or 
mobile (cellular), and the cable network can 
be used to provide competition to land- 
based networks. As the telcoir sector is 
regulated, the current regulator) and legal 
battles are allowing cable operati ts to enter 
telephony and the telphone coi ipanies to 
entercableTVusingtheirexisoni networks. 
Here also, the Indian twist is to tr) and create 
a parallel land-based local ne work - a 
wasteful duplication of scar« capital 
resources that has not been attei ipied even 
in advanced countries with mijch higher 
revenues per line. 

Unbundling Natural MoNOPtiJES and 
Rebalancing Costs 

Hie key to unbundling natural ijionopolies 
and introducing competition iapgulation. 
Unlike other areas, where one caf argue that 


regttUtioi:i is required fd previttl 
monopolies, in inf^rastructural areas, 
competition can only be enforced through 
regulation The introduction of Mercury as 
a competitor to British Telecom was a 
political decision of the Thatcher 
government. Mercury is a classic case of 
artificial competition. It was created by 
Margaret Thatcher’s government by 
bringing together Cable and Wireless, 
British Petroleum and Barclays’ Merchant 
Bank It was a planned government 
initiative. And to make it succeed, British 
Telecom was forced to carry all the social 
subsidies while Mercury secured asegment 
of the most lucrative long distance traffic 
Mercury’s competitive edge was really the 
British government’s intervention on its 
behalf - intervening in the market in order 
to prove that markets are best judges of 
performance. The US regulatory scenario 
IS no different. If the regulator does not 
impose the terms for competition, the larger 
and more established operators would easily 
freeze oul new entrants. Countries like 
New Zealand, who believed in their wide- 
eyed optimism in the beneficial effects of 
open competition, hav% learnt to their cost 
that without regulation there cannot be any 
effective competition cither." 

Similarly, in the power sector, there is 
a need to match grid withdrawals with 
power generation. Co-operation is a 
necessity and the natural state fur the electric 
supply industry and competition can only 
be introduced with regulation.'* Thus the 
regulator must ensure that the power 
generator is able to get access to the 
electrical network of others at a reasonable 
cost. Again, competition has to be 
introduced artificially in the system. 

An essential part of introducing such 
regulated competition is to price each sector 
of infrastructural sector of services and 
disallow cross subsidies. As competition 
can only be introduced in certain parts 
of the hitherto integrated infrastructural 
services, each such segment must be 
priced independently. To make for fair 
competition, each segment has to be 
commercially viable and using revenues 
from one area of activity for another area 
of operation is forbidden by the regulator. 
Therefore unbundling infrastructure goes 
hand-in-hand with removal of cross 
subsidies. 

Cross subsidies are not only a part of 
state-run monopolies but provide the 
underpinning for all infrastructural ser¬ 
vices, whether private or^tatd run. There 
is a sharp difference here between econo¬ 
mic sense and commercial sense. If 
cross subsidies are withdrawn, rural 
electrification or rural telephony is not 
viable. Yet, providing these facilities to 
rural areas Is not only a social obligation 
but makes hard economiq sense, 'Iliq 
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c(i'cap«(ect^ity aidtxtehsion 
of (he rural electrification (kogramme had 
nuich to do with the food securtiy we Itave 
achieved today. Similarly, if the rural areas 
and semi-urhan areas arc connected by a 
good telecom network and provided with 
secure electricity supply, tiie resulting 
development wduld correct the gross regional 
disparities and the pressure on urban areas. 
However, none of these can be justified 
commercially from the stand point of the 
electric supply industry or the telecom sector 
but have to be imposed e.xtenially on the 
infrastructure providerfor largereconomic 
and social goals. 

The second sets of cross subsidies pertain 
to provision of low access costs for 
infrastructure Commercially, the larger 
consumers should get a discount on electricity 
prices or on their telephone bills. However, 
generally, the infrastructure services arc 
provided at low initial costs with higher 
costs for higher usage slabs. Thus telephone 
connections are provided at very low costs 
and the first few calls are charged at lower 
rates Similarly, the electricity connection is 
provided at low initial costs. A commercially 
viable outlook would nuke the access costs 
so high that these would be the privilege of 
only the elite. This deprivation of services 
would be a feller on development a.s larg<;r 
and larger sections would lose their ability 
to compete tor development. Andthis would 
ultimately hamper the growth of demand in 
these infrastructural sectors. 

I-ct us take the case of telecom services. 
Currently, local calls cost less while long 
distance calls cost more under a policy of 
cross subsidisation. This is not specific to 
India but is practised widely. AT & T did 
this in US’’ when it was a monopoly operatoi 
with the logic that a low telecom access is 
important in generating a higher traffic. A 
well-off son could call up retired parents and 
generate long distance traffic only if the 
parents had telcom access. Theifore cross 
subsidisation to provide cheap connectivity 
is not an altruistic measure to help the poor 
or the needy but merely a mechanism of 
generating more revenue. When almost all 
homes are covered, this method of cross 
subsidisation does not have much meaning 
and a change in tariff philosophy to reflect 
true cost is possible without affecting traffic 
volumes. However, with the extremely low 
telecom penetration that we have in India 
today, telephone access at true co.sts i.s bound 
to impinge upon the growth of traffic itself 
and possibly affect development. However, 
unbundling of local and trunk operations, 
as is being proposed under the new policy, 
will have to lead to a re-balancing of tarih' 
— local tarifTs vrill rise whild long distance 
rates may godown^Whilecrosssubsidisation'i, 
may be continued initially by giving tte^^ 
locri dpemefs a latger share of the long ' 
distamsi tfiiiTie otigtei^flg within .theif 


littfe doiibt tlat "such 
siibsidiei will feducciovcr time leading to 
increase ol local tariff. Mexico has seen a 
four-fold ri.se in the liKal tariff after such 
unbundling.'" 

The other disturbing element of the Fund- 
Bank policies IS that one universal solution 
is being proposed lot all infrastructural 
services for all countries irrespective of 
their stage development. Competition and 
privatisation for the underdeveloped 
countries on the pattein of UK is being 
advocated liy the Fund-Bank agencies as a 
universal pjiiacca. Tlic adv.mced countries 
moved into selective competition in the 
clcctnc supply industi-y and telecom after 
they had achieved the economies of scale 
and advantages of integration ol their 
systems, it was only when the technical 
efficiencies iifintegration had been exhausted 
that the adv.mced countries looked towards 
competition m selected segments to improve 
economic performance. Here also, they have 
been careful to restrict duplication of 
resources, opening the sector out to 
competition either through alternative 
technical media or unbundling. Thus, in 
electricity supply, only generation has been 
opened forcainpetition. In telecom, the major 
competitive avenue is to provide competition 
through either wireless or cable networks 
, .Such compciilion has come about when there 
IS already u very high degree of coverage 
and also revenue per connection. 

The unilerdevelopcd countries arc 
distinctly different in this regard, in India, 
we have yci to achieve 5 per cent of the 
telecom coverage achieved in advanced 
countries. The Indian grid is not only not 
integrated but even with this partial 
integration ' there is no grid di.sciplinc 
Without first achieving even such basic 
milestones, how valid is it to talk of 
competition.' In South Korea, the private 
utilities hadto be nationalised not due lo any 
ideological compulsions but out of sheer 
inability to mpose such discipline on them 
as required by the grid. To propose a 
dismantlingof the state-run infrastructure at 
this stage af development would seem 
foolhardy, fet, this is the solution that is 
being imposi^d on thestatc-run infrastructure 
sector. 

EmrjiwV and Infrastructure 

The most important reason for a lack of 
resi.stance to fhc dismantling of the state-run 
infrastructure has been the complete 
alienation of Igrge state-run enterprises from 
the people.''^is has led to the argument 
(hat state-run enterprises are inefficient 
compared ic private ownership. Amongst 
people suffering from a completely 
; insensitive bureaucracy, any sblution that 
promises bg^.ridof the bureatiCtWiy strikes 
a ready dw'^. 


Undoubtedly, jf 'isfficiehdy Is to be 
measured in terms of customer satisfaction, 
the state-run infrastructure .services have not 
exactly covered ihetpselves willi glory. And 
if I he policy of privatisation of national 
assets IS to be reversed, measures will have 
(obe devised which provide a better delivery 
of services. It may not take much time for 
the people to realise that aprivate monopoly 
has no reason to improve services either 
This is Ihc reason that while World Bank 
and other such agencies have held out UK 
us Ihc model for privatisation, the British 
people have rejected privatisation as a 
solution to (heir problems of infrastructure. 
A number of sample polls have found that 
lour-fifths to two-thirds of the people oppose 
the privatisation of public inbaslructure in 
UK. However.’this negative support for state- 
run 1 nfrastiuciure can turn to positi ve support 
provided infrastructure services can be made 
more responsive to people. 

Efticicncy in infrastructure has various 
dimensions. One can define efficiency in 
terms of producing the maximum physical 
output at lowest cost. Or one can define it 
as maximum output on a given capacity. 
One can also define it in terms of commercial 
efficiency — earning a maximum rate of 
return on investments None of the.se Ls 
entirely satisfactory and if used singly can 
be quite misleading. Unfortunately, 
commercial efficiency is held by the 
dominant orthodoxy of the World Bank 
variety as the only criteria for measuring 
efficiency, others pre.sumably being merely 
derivative of this 'fundamental' efficiency. 

An example will make the dustinctioas 
between various forms ol cfllcTcncy clear. 
In the power sector, it is possible to produce 
power such that capacity utilisation is 
maximised. As we have generally a deficit 
in supply over demand, this is socially 
desirable even if it i.s not the most 
commercially sensible decision for the 
utilities. It isalso possible loconsideranother 
measure ol efficiency — producing power 
at minimum costs. Either way, the plants 
will be run most efficiently in terms of 
utilisation of existing resources. But in both 
cases they may still not be commercially 
efficient if the .selling price is kept low. In 
such a scenario, producing power most 
economically will be less commercially 
efficient than producing less power at a 
higher cost with a high selling price. 
Considering that power supply isa monopoly 
as already discussed, commercial efficiency 
only means the ability to jack up prices 
rather than an efficient utilisation of 
resource.s. Obviously, commercial efficiency 
as the sole parameter produces .systemic 
distortions without advancing either 
technological innovation or increased 
productivity. 

In most countries, infrastructure services 
arc monopolies in spite of the Bank's belief 



lhal competition can be i ntroduced through 
unbundling. The regulator '.vts the terms 
of competiiioti and also fixes (he prices 
Apart from UK. the prices are generally 
maintained on a cost plu.s ha.sis, therefore 
ensuring that these sector sure commercially 
'ellieicnf. In UK, the rcgulatoi .sets a five- 
year price cap adpisled lor inllation In 
order lo encourage Icchnological 
innovaiion, the puce cap is not lully 
ad)Usted foi inllation and the companies 
can keep the extra prolil it they can leduce 
costs The nel lesulls ol the UK piicing 
have been huge prolils that the utililics 
have made m the Iasi lew years, incieasing 
greatly the popular diseoiitcni against 
privalisalion measures 
The costs plus and sliding price caps 
have been the only two measures that arc 
used to ealihralc ellieiency in ical terms 
More csoicric measures have also been 
worked out lo identify improvements in 
IniKitomng of oigani.sations Depending 
on ihc ideological choice ol the authors, 
these indices can be made lo speak for any 
.SCI ol conviclions. Thus in ihe ease ol 1 IK 
privalisalion. British Telecom is diown lo 
have made 'huge improveiiicnts' by these 
indices while Urilish Gas ,ind power utilities 
arc shown to be on par with slate-run 
services like Post and Railways ■' A inoic 
rca.soned approach may ideiilily the cause 
ol British Telecom’s improvement to the 
tremendous pace ol technological change 
111 ihe Icictom seclor This is parlicularly 
leinloiccd when it is realised that 
leehnological change in gas and power has 
been minimal It would be inleiesting to 
compare Ihe perlormaiiec ol Briiish 
Telecom and govcrnmcnl-run telecom 
services ol other counirics to sec whether 
such improvements arc due to 
reorganisation ol British Telecom or due 
to more secular reasons. One would suspect 
that even Ihc Indian telecom services would 
show similar impriivemcnls coni inning lhal 
the growth of performance has been more 
due lo technological changes rather than 
comjietition and privatisation 
The above is nol lo argue lhal efficiency 
IS nol a criterion in cvaluaimg (he 
performance of infrastructure but to point 
out the dillicully in finding one measure 
of efficieney. If we take the case of power, 
plant load factor (PLF) is assumed to be 
a good measure of the physical performance 
of the thermal power stations. However, 
the plant load factor depends on the load 
curve and. with a load factor of around 60- 
65 per cent, cannot be more than this in 
a power surplus system. Efficiency may be 
measured by plant availability but this 
ignores whethci power is being produced 
economically or not. And for the consumer, 
the continuity of supply and its quality are 
ns important as the amount being supplied. 
Thus in a system, the consumer may be 


supplied 05 per cent of his n^ds but face 
a number of interruptions, l^is may be 
considered worse than being given power 
equal lo 90 per cent of his needs but without 
inicrruption except with advanced notice 
fhe problem ol finding a measure of 
cllicicncy IS one of reducing a mulli-valued 
paraincicr lo one specific numhei. In the 
case of World Bank and oihcis, il is 
commercial clficiency while the Indian 
government has tended U' view the PLF as 
a sole criicrion ol efficiency The 
consumers' view ol efficiency is quite 
dillcrcnl and is concerned with how well 
Ins needs can be inci by (he system and 
ai whai costs. A solution thal provides 
either high cost power oi power cuis t annoi 
be atliaclive lo the consumer 
In Ihc laigc-scalc rcoiganisation that is 
now being inlroduccd in the power and 
leiccom sectors, the concern for the 
consumer is nol even on the agenda The 
elecliic supply industry is being 
I estruclurcd lo make il coiiiinereially viahle 
will) guaranteed prolils lor ihc piivatc 
investors .Similarly, the entire tlmist in 
telecom IS how to make private entry more 
atliaclive ' Obviously, the overruling 
consideration is one of cnsiiimg profits, 
Ihc consumer being a cipher It is ihis 
inind-^.sel and these inlcrcsls that are selling 
the framework tor the reloims in the 
infraslruclurc .sector 
The ta.sk before us is nol merely n • expose 
the eurrcni reforms as pro-monopoly and 
pro-muliinational as they undoubtedly aie, 
but also proieei the true .agenda for reforms 
In such an agenda, ihc w'orkers and the 
consumers have to come togelhci to chart 
out the future The existing rulers have 
suriendcred their picrogative lo formulaie 
liiiure paths, mired as (hey arc in policies 
nieanl lo bankrupt the nation. The 
government has started shouting Irom the 
rooftops ot its inability to lun the in¬ 
frastructure sector Insicadofhandingthc.se 
services over to private and foreign capital, 
why does not the government ^ree instead 
that il is unfit to rule? At leasi,history will 
then remember the present ijel of lulcis 
more kindly than as caipettjaggers who 
helped dismembei India. i 
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respective papers pre.sented in I )elhi Science 
Forum’s seminar on 'Infraslruci iral Seclor m 
the rurrent Context'. A different version of this 
paper is also appearing as an ii troduclion to 
the proceedings of the above seminar.) 


1 World Bank, World Develtif menl Report: 
lnfra.;iruclure for Develops ml, 1994. 

2 World Bank, ’Aide Memoirs Ofissa Power 
Sector Restructuring Loan’ll 1993. 


3 Renato Agnrla, ‘Regulitiory C^nttdffu- 
tions: Chilean Perspective’, IEEE Potter 
Knumterinjt Review, Vol 14. No 12, 1994. 

4 Adison de Oliveira. Eicetneity System 
Performoiire' Options and Opporiuiiilies 
for Developinft Countries. Commission of 
Eurotiean Coinmunilies, 1992. 

5 Ronaldo Sa. T'elecoinmimicaiions inBiuzil: 
The Role of the Private Seclor’, IEEE 
Comnuoinainms, Vol 32. No II. 1994 

6 Prabhai Palnuik. "Noics on ihc Puliiical 
F.eoiiomy ofSlruclural Adju.stiiicm .Soritil 
Siientisi, forthcoming. 199.5. 

7 Goran Lindahl. 'ABB and the Global 
Market’, IEEE Potter Enf’ineeriiift Review, 
Vol 14, No 9. 1994 

8 Ronaldo Sa, op cit # 

9 T Roberi Woodward, William H Ounn 

Jr, James V Burkei Jr, 'ImpucI of Open 
Access and Other Slruelural Reform 
Policies on the Business Developmenl ol 
Eleciru Supply Imlusiry Report from 
United Stales’, CIORE Regional 
Conference, 1993 

10 Franklin Perez, ’ThcCasctoi aOeregulaled 
Free MarketTelccommunicalioiis Industry' 
IEEHCiiiiimuiiiiiiliim\.\Q\ 12. No 12. 1994 

I I Jane Roberts David Elliott and Trevor 
Hoiighlon. Privutisinit Elei irii ity The 
roliiiis III Power. Helhavcn Pres. London. 
1991 

12 Andrew Holmes and Lucy Plasketl. The 
New Ritlisli Eleiiriiiiy Swiem. Financial 
Times Pubhcalions, 1991 

13 The Economist. March II. 1995 

14 anc Koherts ei al op eil. 

15 Ailcrn A Pisciollia, ‘Telceoniinunications 
Reforms Oplion.s. Models and Global 
Challenges', IEEE Cominunu aiioiis, 
Vol 32. No II, 1994 

16 P Purkayastha. 'Currcni Power Policies - 
An Invilalion lo Disaster' in Slate of the 
hidiaii El oiioiiiv l99d-IWS, Public liUeresi 
Research Group, 1995 

17 Wharlon Ecvinoniic Forecasting Associates, 
'The Impact in the US Economy of Changes 
in Ihc Long Distance Communtcalions 
.Markcl', Miiiico, 1987. 

18 World Bank, op cil, 1994. 

19 P Purkayastha, Arun Ghosh, M K 
Sambamurli and S P Shukla, Infrasiruciural 
Sectoi III the Current Context. Proceedings 
of Seminar, Delhi Science Forum, 1994. 

20 John Lyons. 'Privaiising Electricity Supply 
t'annol Be Justified’, Enernv Policy, April. 
1989 

21 The Economist, op cit 

22 P Purkayastha, The Power Brokers. 
Mortfianinit India's Power Sector, Delhi 
Science Forum. 1994. 


Economic and Political Weekly 


available at 

A H Wheeler Booketaiis 

Western Railway 
Churchgate to Borivli 


2118 


Bcpnqinic 




August 1995 


Import Liberalisation and Development of 
Indian Computer Industry 
Richard Heeks 

Designing Policy Initiatives in Emerging Economic Environment 
Case of Indian Computer Hardware Industry 
Rajnish Karki 
Ahmad Cameron 

Foreign Collaborations and Industrial R and D In Developing Countries 
Case of Indian Automobile Ancillary Industry 
P K Chugan 

Liberalisation and Performance of Cement Industry 
V Bhanu 

Industrial Liberalisation. Policy Issues at State Level 
Sandeep Bhargava 

Flexible Specia'isation, Technology and Employment 
Networks in Developing Countries 
Regina M A A Galhardi 







of Indian Computer Industry 

Richard Hecks 


Thv huhan aimpiifer industry has conn- a loiif! Mav siiire its total reliance on imports from a few multinatioiuils 
in the I With However, the current round o! import liberalisation is producing an increasing number of features redolent 
of that earlier period. This arlkle investigaies the relationship between import liberalisation and development of 
indiisirui! production, exports and technological capabilities. 

It com hides that import liberalism cannot be regarded as the optimum strategy for any country wishing to develop 
loial prodmtion capabilities, and that some measure of import protection has to be in place for this development 
to rake pla< e However, the case is made for a i eactive government policy which can apply varying degrees ofprotection 
or libeialisation as the circumstaiu es of external change and industrial development demand. Therefore, both the 
timing and phasing ofpolii v i hanges will be important Tet hnical change and other factors are shown to have mediated 
some outcomes and to have constrained policy choices. 


I 

Introduction 

rmS article tonsulcrs the imp.icl ol iiiiiiori 
libcialis.ition on India's compmei industry 
This industry is chosen because <>( its 
increasing inipoiiaiice tothe Indian economy, 
because ol the long history o( both industry 
and related government policies, and because 
ol the dilfeicnt types ol policy it has been 
siibjecl to during that history 
Broadly speaking, six historical phases 
can be delineated. 

(i) Multinationalimfioris (l9.‘il)s-l'^72).'Vhe 
first eompuier was introduced into India in 
1956 tor use at the Indian Statistical Institute 
Multinational lorpoi.ilions (MNC's) were 
allowed virtually tree rein in the Indian 
eompuier market with the result that the 
market was supplied with outdated equipment 
that was all imported. Because India had no 
local base ol computing skills, the Indian 
govemincnt had little choice but to agree to 
this situation. 

(ii) Public sector production (I972-I97H). 
As familiarity with the use and maintenance 
ol computers grew and as skills developed 
III complementary areas of electronics, the 
government felt confident to alter policy and 
severely restrict imports inordcr to encourage 
indigenous production. As a result, IBM 
decided to pull out of India Production- 
iclalcd capabilities including design and 
manufacture were built up within the country 
but these remained confined to one public 
sector firm (Electronics Corporation of I ndia 
- ECIL) 

(iii) Private sector competition {I97H-I983/ 
84). Import protection was maintained but 
industrial licensing was liberalised, with 
several private sector firms being granted 
licences for the manufacture and sale ol 
small computers. EClL's market share fell 


to 10 pet cent by 1980, but overall demand 
was boosted by an increase in government 
and public sector purcha.sing. 


(iv) Liberalising supply, boosting demand 
(1983/84-1987) Slight im|K)rt libcrali.s.ition 
in 1981 was succeeded by i he true emergence 
of India into the computer age through 
three events. Firstly, the arrival in India of 
IBM-com'patible personal computers 
(PCs).' and .secondly, the arrival of Rapv 
Gandhi as prime minister, with his great 
interest in computers. Thirdly, the 19X4 New 
Computer Policy, which sign.dled a 
substantial libeialisation of import policy on 
complete computers, computer kits and 
components (though policy was never 
completely liberal) 


t\) Reversing import liberalLsuHon (1987- 
1990). Most computer industry-ielaied [xvlicy 
remaincdstablcduringthisperuxj. However 
import policy did change becauseol concerns 
about the impact of earlier libarali.sations, 
some backlash from local firms adversely 
aticcied by liberalisation, and chpnges in the 
political economy of the slate. Ks a result, 
there was a steady reversal of .>i)nic earlier 
import liberalisations, so that palicy af the 
end of this (icriod was a coniprort i.se between 
the relative extremes of, tiid-l^70s 
piotcciionism and mid-198()s 6 leralisation. 

(vi) Renewed liberalisations '991-1995) 
Eollowing the crisis of 19^1, computer 
indu.stiy policy was subject to a familiar set 
of hbcralisations; raised foreign 'quiiy limits 
with automatic approval; Exir .scrip’s and 
easicr-lo-obtain advance licciu :s followed 
by partial rupee flotation and then 
convertibility: automatic appro ai for many 
types of technology transfer; removal of 
licences for all new, expanding nd merging 
units; industrial registration lar| ly removed; 
locational constraints reji jved; new 
companies exempted from the|requirement 


for steadily incicasiug levels of local 
component u.sc (the phased maiiulacluring 
progiamme); reduced control ol companies 
citvered under the Monc'polies and Restrictal 
Trade Practices (MR'fP) Act, increasing use 
ofunliccnsecKOpen General Licence-OGL) 
import; and reductions m iin|x»rt duty. import 
bureaucracy and excise duly 

Neveilhelcss. policy was not completely 
libcrali.sed Licences were required lor import 
of some types of computer, panieulai ly those 
under Rs 0 I5tn (U.S$ .5,1)00), and overall 
import tariffs weie still quite high. 
Governmenl/public sector purcha.sing also 
continued to form the major part ot demand, 
with a number of very large investments 
from 1993-94. Hardware exports were also 
promoted through the initiation of the 
Electronics and Hardware Technology Park 
(EHTP) scheme. 

This article will focus on the impacts 
as.sociatcd with (lolicy iiberalisuiion in the 
period since liberalisation of computer 
industry licensing in 1978. Amongst other 
things. It will seek to ask whether the 
computer industry is in danger of going Tull 
circle' back to the. state that prevailed in the 
1960s 

Section II analyses the production and 
export performance of this industry over the 
past 15 or so years. Section HI looks in detail 
at the different types of firms operating in 
the Indian computer industry and discusses 
their capabilitie.s. Section IV draws detailed 
conclusions about the relationship between 
policy and industiial development. 

Firstly, though, one needs to consider the 
indicators of industrial performance used to 
measure the impact of .j^licy and other 
changes. 

Measuring Industrial Performance 

Many industrial development comment¬ 
ators rely on quantitaii ve indicators, and two 
used here will be level of overall production 
and level of exports. However. It is alwaya 


tmmtffd' ldSf('t>^Rd>ue6 iti^dires it 
more qualitmive data. LaiK 1987) identifies 
'technologicfil capability’ 3s a crucial 
determinant of industrialisation, yet one 
which is ignored by many quantilativcly- 
onented researchers. Although this indicator 
does not lend itself to outright measurement, 
some kind of .scale can be drawn up for the 
technological capability of producers, as 
shown in Table 1. 

Following Lall (1987), one may define 
technological capability as the general 
ability to undertake the broad range of 
tasksoutlincd in Ihctabic. and technological 
development as growth in the capability as 
defined by movement up the categories 
.and regardless of whether or not the final 
stage is attained. 

These cap.ibilitics are actually embodied 
in the skills and experience of individual 
workers, often seen as the most critical 
resource foi information lechnoKigy (IT) 
indii.strics jO’Connor 1985 Kumar 19KK|. 
In ibis case, technological development will 
lie ihc accumulation of increasmgl> skilled 
workers 


II 

Quantitative Changes 
in Hardware Production 

Table 2 shows the lapid growth ol 
computer prwiiiction in Indi.i over leccnt 
years The sticngtii ot local production can 
als'i be measured relative to imports of 
compuiias. T.ibic shows the propcriion ol 
the Indian ni.iiket taken by local produeeis 
as opposed to imports 
In the early I98tts. local prculuccis 
sciviccd ilte in.ajorpari of the local maikei 
and growth rates were iiiodcraic In the 
mid l98iJs, local pi<Kiitetion grew rapidiv 
but iinporisgrcwcven insterso that the large 
growth in demand was at first met largely 
by imports, which look the major share of 
the market in 1985. In 1987. ilrere were falls 
m both imiHirts and production growth as 
government investments and foreign 
exchange were diverted into higher pnoriiy 
.iieiLs because ot the drought 
There were similar ptoblcms 'vith. 
government spending, loicign cxehungo 
and iiidusirial growth in the 1990,s. But, 
by the mid-1990s, thanks p.trticularly to a 
rally in government IT inve.stmenis, the 
local Industry was still growing in yplumc 
icrin.s and once .igain growing strongly in 
value terms. Given the rise in OGL imparts, 
local production wa.s slipping against overall 
imports but, corapaied with the miU-J980s 
it had rc-a.ssene(i itself as the prime source 
of computers for Indian consumers, making 
up Ihc majority of domestic consumption. 

Indian ci>mputcrindu!>try growth has been 
cIcpendenrpR a number of factors including 
indushdat ijimfisih^/oVendt demand, access' 
to inputs. prices, tedmoidficat 


vusv'tigehnole^et and 

attitudes towards computers in the private 
sector. Market share is determined by the 
relative attributes of price, technological 
lug, quality, accessibility and desirability 
of either imports or domestically-produced 
computers 

Import liberalisation has had a partial 
impact on some ot these factors. To 
summarise this impact, while import 
liberalisaiion of kits, peripherals and 
components has favoured the growth in local 
computer production, any liberalisation of 
imports ol complete computers has reduced 
the market share of local prtKluccrs, as 
suggested by the figures aoove 

The rise and fall of market share 
corresponds to changes in import policy 
The market share lor local production 
dropped Inllowing liberalisation in the mid- 
1980s but lose from the late 1980s as import 
duties and the itircsholii tor minimum 
configuration ot imports were raised With 
Indian firms unable ti i address a large market 
and so .icliioce large-scale economies, 
continuinc' tariff protection allowed them to 
compete vs'ith import s .aid achieve increasing 
import stiiisiiUilion until the liberalisations 
of the I9')i)s. 

Ol course, import policy h.is not been the 
only m.stnimenl of the Indian government 
to alfeci the indusiiy For example, 
governnnnt helped to engineci the strong 
growthinlndi.i scumpulcriiidusiry through 
Its demand policies Policies on lorcign 
mss’simen' andcitllaboration h.ivcalso tven 
key with nio.sl 'local production m the 
1990s in'olving multinationals. 

In othi.' ways loo, a lot of computci 
ni'odiictniii witlim India has not been as 

Tsbi I T S. u I- III Pkodci t-K 


' ‘locu' US it migiTt iippear.,FipH«« frdni<Ibt 
il987b). inC (1987) and Shekhar (1988) 
suggest that the impdrt content of Indian 
computers fell by more than 20 per cent 
between 1982 and 1984. but then rose by 
over 40 per cent between 1984 and 1987. 

By this point, about HOpercentof theco.st 
(including dutie.s) of components and 
materials lor Indian computers was made up 
from direct imports. Much of the icmaining 
20 per cent of components were bought from 
Indian suppliers but themselves had a high 
import conteni. There was .some recovery 
alter 1987,' with the comjwnent industry 
tegistenng a much higher growth rote and 
with the overall im|K)il content (ailing to 
around 6() per cent in the early 1990s 
ITandon ei .il 1991, Raman 1993), before 
rising again 

Some explanation for this rise and fall ot 
imports can be lound in govemineni policy 
winch, in 1984, helped fuel a large incrca.se 
in demand for computers. Coupled with 
import liberalisationofcomplciecoiiipuicrs, 
this led (o .1 large proportion ol that demand 
being met by imports, fiowever, one type 
ol compuioi, the micrr>computcr, remained 
protected, so that companies wishing to 
respond to demand hud to produce them 
kx'.il I y and they thcreloi e .sought components 
lor these FCs A number of fuetois led to 
the growth m local demand for components 
being met largelv from imports. 

Firstly, impoit liberalisation allowed 
icl.'Ui vely quick and cheap access to imported 
components 

There were iilsi' icchnieal faclo'^s, 
particularly the emergence of the IBM- 
compatihle PC as ,i copyable global 
standard, which laikumar and Krishna 

TuiivniH’.iCAi rAi’AHiinv 


(I) Chuio: and use 

• Ch-asing ihc icchnology 

• Selling the ciiviriinincnt for umc of the lechnology 

- Using Ihc icehiioliigy 

> 2) Adapiaiion witiioiil production 

ProlucI tiUHlilkulion to meet local needs 

- Miiiof proiiuci iMiiovalion lo meci local needs 

Hi Basic itroduclion 

• Coi'ving leehnology 

-- As„'inhli!ig technology 

- Full production using existing pmduet.s niul processes 

(4) Inwarif-liMiking skilled production 

■ Froiluci Ol poieess inodliicalion to meet local needs 
~ Froiluct or jiros'es.s (cdestgn to nieci local needs 

• Fr^iJuet or process innovation lo meet local needs ' 

(.5) Outw.ird-iookiiig skilled production 

- Prp.hiet or process modification to meet regional/global needs 

- Pio kici or pwcess redesign to meet rcgional/glohal needs 

- Proiuet or process innovation to meet ttgumal/globai needs 

(6) <; lobal production corapetlilg through Innovation 

- Majiir ptoduti or procesa hmovaiion to meet global needs 

- Tinasfer of technology to otlwr users and producers 

Smtfee: Ailapied ftam Narasiinhan < 1984), taH (1987) and Sebmita and Hewitt (1991) 


(1987) cilc as “ihe single most importani 
factor of change” affecting the Indian 
indusirv in llie I980.s Despite certain 
protective ineusiircs, IBM laded to secure 
csclusive rights to eithei the PC processor 
chip 01 the operating sjsicin sollware and 
so found that itscoinputei was being reverse 
engineered bv othei companies which then 
piodiiced micmcoinpiiiers that were 
compatible with thoseot IBM but invariably 
chcacier. This helped Ihe IBM-compatible 
PC to cineigc as a stable and standard 
technology 

•Secondly ihis computer was technically 
relatively simple in the Inst place As it 
became .1 stable standard, subsequent 
technical progress ceniied around making 
the same computer with Icwci parts. This 
tuilhei simplicitv enabled companies in 
Souih-bast Asia 10 produce PC’ kits which 
could easily be assembled into a eomputei 
Both the skill and capital barriers associated 
withhardwaic 'production’ were thus greatly 
reduced. Standardisation of the operating 
system software .ilso allowed hardware 
pioduccis to avoid needing any sofiw-are 

skills 

Thirdly, m.mv Indian companies which 
wanted to move into IK’ ptoduction were 
Ir.iding companies They had no background 
oi technical 01 m.iiuilacluring skills and 
therefore kit assembly was all they were 
capable ol. .At least at first, they could not 
think of trying to integrate imported and 
local coniponeiits 

T'liially, and despite the increasing local 
content ot computeis up to 1984, the Indian 
eomponeiii indiistiy was in a rathei poor 
slate at that lime. It was characteiised by 
high costs, poo'^quality, outdated cqinpinent, 
lack ot skilled staff, and lack ol research and 
development IR and I)j .All this leli local 
component ptoduceis unable to lesixnid 
adequately to the growth m demand 
With local computer produceis turning to 
imports, this further weakened the growth 
opportunities lor the local component 
industry Only once liberalisations were 
reversed alter 19X7 did the local component 
industry show jiiv signs ol recovery, which 
the post-1991 renewed iinpoit liberalisation 
may well have eul short 
Given the past and likely future state of 
compulei technology and component 
production, India cannot hope to be self- 
suflicicni as regards computer components. 
M.iny coniponeiiis, int liiding the central 
piocessor, icqime too high an investment, 
scale of piocluclion and risk loi their 
pioduction lo be a viable aim for India.' 
.Such componenls can only be imported and 
so. for these, impoil libeialisalion is the best 
policy option. 

The same cannot be said of other 
components such as memory chips and 
spec'i.ilised processors, and sub-as.semblies 
such IS peripherals and computer kits which 


can be produced by ihe Indian 'Component 
industry In (his ca.se, there arc (jiternaiive.s 
to import liberalisation, but policy-making 
has always been caught in the conflict 
between component consumers (such as the 
computer indu.stiy) who favour imports and 
component producers who waul lo be 
protected whileihey build up their production 
capabilities. 

CoMPcniR Exports 

The level ol computer exports Irom India 
IS shown in Table 4. Coinpiiler expoils fiom 
19X8 were much highei than picviously, 
which could be taken as an indication ol the 
giowmg .strength of Indian compulei 
production, since exports can be a sign of 
production eftieicncy .md/or innovation 
Kxpoiis can also provide the necessary 
economies of scale lo allow globally 
competitive production. 

In reality, though, most of India’s contpulci 
exports have been basic PCs. which arc 
assembled in India and have a very high 
import content. Interviews within hardware 
companies showed that lhc.se PCs have little 
local value added, make little positive 
contribution to India’s balance ol trade, and 
I eqti I re 11 tile technical knowledge lo produce 
They icly on low labour costs rather than 
efficiency or innovation lo gam a place in 
the cx|K)rt market 

The stability ol baste PC technology has 
been important because only wheie 
technologies arc relatively stable, and where 
product cycles are mature can developing 
couniiies hope to compete on cost alone 
(Cline 19X7, Evans andTigre 1989] Where 
technical change is rapid, as it is for more 
powerful hardware (and, increasingly, for 
even baste P(^s). reliance on low laboureosls 
will not be enough. 


the do-sfitiatiim of 

exports provides further evidence that export 
performance is not a good guide to 
technological capability or even efficiency. 
The majority of such exports went to the 
USSR or other former eastern bloc countries 
under bilateral trading agreements, and were 
paid form rupees. Since the Indian companies 
had to pay for the kits or componenls in 
foreign exchange, iheseexports caused India 
a sub.stantial foreign exchange loss. The 
exports relied on this for iheir succe.ss - the 
ea.slern European countries bought the 
ctimpulers from India only because this 
avoided the necessity to spend liardgurrcncy 
for new technology. Thf^efore. Indian fit ms 
did not have to be efficient or price 
competitive to win such orders 

As the eastern European economies were 
drawn into the international capitalist 
economic order in the early 1990s and as 
Ihe Indian government became inerea.Mngly 
unhappy about 1 he loss of loreign exchange, 
such bilateral agreements sterc initially 
dropped and all payments had to be made 
in hard currency As a result, computer 
expoits, already hard hit by temporary 
import curbs in 199 U fell dramatically. 
However, Indo-Rtissian trade agreements 
were later rc\ 1 ved so that, by 1995, a large 
pioporiion of exports were still made up 
of new or repeat orders from Russian 
c ustomers. 

There is .mother side to Indian computer 
exports - those which are baste icelinology 
but which compete on price, and those which 
are innovative. These only rcpicscnt a small 
part of overall exports, and sales of both 
types have not grown as expected because 
ol market barriers 

Scale of production is an import factor 
determining production costs and price. A 


fABLi, 2 (.'oMPini R I’RODurrioN IN India 


Year 

Number ol 
Computers 

Value 
(Rs mi 

Value 

(llSSm) 

Growth Rale 
in U.S$ Tenns 
(Per Cent) 

7987 

’’iicio; 

iio 

18 


1982 

I’OO- 

410 

45 

18 

I98t 

1.100' 

7(X) 

69 

51 

1984 

1400; 

8W 

72 

4 

1985 

72lK); 

1,400 

115 

60 

I98(. 

c 25,0001 

2,.500 

200 

74 

1987 

c 40.(XX)| 

1,200 

250 

25 

1988/89 

c 5.5,IX)0! 

5,000 

140 

.16 

1989/90 

c 78,00(i 

7.000 

420 

17 

1990/91 

c 97.000i 

8.6(K) 

480 

14 

l‘Wl/92 

c l.lO.tXXS 

9,700 

395 

18 

1992/9.4 

c 1,10.000 

11,700 

180 

-4 

199V94 

c 1.60,000; 

15.900 

505 

33 

1994/95 (esi) 

c 2,00.000! 


m 


/Vine The figures for 1981-87 aiie lower than published statistics because the latter included 
the value of peiiphcrals (i-oduced, which made up 10-15 per cent ol total hardw.'uv 
production Figures e\clu|k- production lor export but include some estimate of “grey 
m.irkei” pioduction i 

''Siiiirii' Interviews. tX’pariinent ofjxlecironies (l)oE) annual reports (c g. Gol 1992. C5ol 1993. 
Gol 1994). Shekhar (I988| and Daloquesi survey.s (c g. Uatuquesi 1992. DaCaquest t99A, 
Dalaquesi 1994a and b). j 
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globally competitive scale of production for 
basic PCs is around SO-1,00,000 computers 
per year {Cline 1987], But, with a relatively 
small yet strongly competitive domestic 
market and with US and South-East Asian 
domination of PC export markets, Indian 
firms cannot sell in anything like such high 
volumes. 

In 1993-94, the largest Indian producer by 
volume sold just over 20,000 micro¬ 
computers of various types, with no more 
than 8,000 of anjy given chip type {Dataquest 
I994bj. This keeps prices high which, in 
turn, reinforces die difficulty of selling m 
high volumes. The difficulty of achieving 
the scale economics available to foreign 
producers is one reason underlying the 
continuing tarift protection on imports. In 
this situation, one danger of increasing 
innovative computer exports from India is 
that these may trigger foreign pressures on 
the Indian government to reduce computer 
import protection without opening up scale 
economics ol pioduclion to the majority of 
Icxal produccis. 

Indian companies face turthcr problems 
in the export market because computer 
.sales depend on more than just price or 
innovation With reliability and long term 
support being vital to sticcessl'iil use of 
computers, company ’name’ and reputation 
count for a great deal For proof ol this, one 
need look no lurthci than IBM's PC which 
dominated microcomputer sales during the 
1980s despite there being plenty ol 
conipeliKirs producing cheaper and/or more 
technically advanced microcomputers 

Potential Indian exporters stated that they 
al.so find themselves hampered by a lack of 
markelingchanneisand market inlormation; 
a lack of finance sources plus the high cost 
ol fmaneing; a lack of skills sources, and 
a continuing overburden of bureaucratic 
pioecdures The government has followed 
neo-liberal financial prescriptions by lully 
recompensing exporters lor all import 
duties and by providing additional export 
incentives but this has iwi been enough to 
overcome the problems listed. 

In addition, as automation becomes the 
norm fur computer production, India’s low 
labour costs become dccrcasingly important^ 
and heavy initial investments arc required 
in cquipineiit (and in marketing) to break 
into the export market. Some of India's large 
n firms had automated as.sembly lines in 
the i990$ but were finding software ex()on.s 
to he a more lucrati vc field and were therefore 
moving away from IT production and the 
opportunity for 'homc-giown' exports. 
OversciLs subsidiaries of HCL-HP (India’s 
leading IT firm), for example, were focused 
principally on software rather than hardware 
export. 

By 1995, rtonethekss. Indian computef^' 
policywas(;i)ahgingawayfromitshistoriail ' 
concern. with import liubstituifon alone, 


towfarcis a g^likter of t6e 

imjwrtance of export markets, the Indian 
government was sJowly refocusing its 
strategy to create more balance between 
exports and domestic-oriented production. 

The export performance of a few Indian 
firms indicates that the export barriers are 
nut insurmountable but they arc great for 
most firms and they would appear to need 
to be addressed by a mixture of both 
liberalisation and intervention from 
governmcni As regards import liberalisation, 
the liberalisation of import procedures has 
helped exporters get access to necessary 
inputs more easily but, thanks to ‘duty 
drawback' and similar provisions, they have 
been instil,ited from changes in import 
tariffs. 

Liberal access to inputs allowed the Indian 
firm PCL to export American-designed 
motherboards to the US company Dell from 
1993 as part of a $ 50m contract. This 
contract reflected an international skill 
division of l.abour b.nscd on availability ot 
cheap, trained production labour in India 
By contr.isl. the export of four Harani 
sujiercomiiuters from the DoE’s Centre lor 
Devclopnient ol Advanced Computing 
(CDAC) only occurred thanks to government 
investmeni and intervention, and was based 
on the presence of skilled dcsigneis in India. 

The Param example shows that tliere are 
oppoituniUc-s tor export ol .specialist 
hardware Ironi India based on local 
innovation However given that the major 
Indian iiiiiliinaiionals with the money and 
international clout to loilow a South Korean 
chaebol niodcP arc more interested in 
.software exports, any large -scale haidware 
exports will have to follow the PCI.-Dcll 
model of international subcontracting. Given 
the barrieis of scale economies, brand name, 
marketing channels, finance, skills and 
quality, a tic-up with a foreign FT' 
multinational is the only way to begin laigc- 
sealc exports and the MNC must be willing, 
as Dell was. to invest in India-bused 
production equipment and training." 

rhe government has tried to encourage 
this model in its 1992 scheme for Electronics 
and HardwareTechnology Parks which have 
all the usu,il export unit incentives like duiy- 
Iree impc'rts. complete loreign ownership 
and tax holidays. Given the limited 
importance of low labour costs (especially 
by comparison with competitor production 
sites in phices like Mexico and 1’aiwan), the 
government has oficred the other Indian 
carrot - access to the oomestie market for 
tho.se achieving more than 15 per cent value 
addition. Few multinationals had seemed 
attracted ap to I995. and it was a mea.sure 
of the government’s determination that 
EHTP.s he seen to export that, rather 
incongruciisly, EHTP units were allowed 
from 199.' to meet their export obligations 
from software exports. 


S0MH/u(y AHi* Ctotta A'siotis 

Drawing conclusions from the data 
presented above is not ea.sy. Many different 
factors have played a role - both demand 
and supply policies, technical and global 
macro-economic factors. At the same lime, 
there are hidden complexities behind the 
apparently simple facade of both import 
liberalisation policy and industrial 
performance statistics. A high level of 
exports, for example, is no indicator of an 
industry’s capabilities, efficiency or even 
competitiveness 

What the data does suggest - to be 
expected when import liberalisation is 
introduced into an impori-.substiiuting 
industry - is that liberali.sation of industrial 


I ABLE 3. .Shake oe Indian Compi'TEr Market 
Held bv Locai HRiimn.R'i 


Year 

Proporiion 
1 Per Cent) 

i<)8i 

68 

1982 

64 

1981 

79 

1984 

.SO 

I98.S 

47 

I98(> 

57 

1987 

81 

1988/89 

69 

1‘789/90 

86 

1990/91 

97 

1991/92 

95 

191)2/91 


1‘I9V94 

94 

Niiie 1 • 

'■'Os figures uiidcrsuitc die c.isc 


iniporls because ol slowly using use ol 
unlicensed rtXil.) iiiiponing 
Vi'i/ri e as loi Tabic ' 

Table 4 Gross Indian Cosipt'ii k 
bsioki F.AKMsf.s 


l-.xiioils 


Year 


(U.SSiiil 



0 2 

1982 


0 2 

1983 



1984 


0 8 

I98S 


2,0 

1986 


1 6 

1987 


2 2 

1988 


II 4 

1989/90 


11 1 

1990/91 


1X4 

1991/92 


22 9 

1992/91 


100 

I9V.3/94 


4.8 


Note'. These figures exclude export of peri¬ 
pherals - often included m ‘hardware’ 
exports - and electronics-related 
exports from the Santa Crii.- Electro¬ 
nics Export Processing Zone (Seepz) 
in Hoinbay, most ol which were 
peripherals but some of which were 
computers. 

Souri'e. IDC11988), Daiaquesi surveys and esli- 
maies by DoE ol’ficials 


inputs helps the industry to grow but 
liberalisation of directly competing goods 
docs not. At least partly as a consequence 
of import liberalisation, the great majority 
ol the US$ 4bn spent on compiitets since 
the Indian government’s l‘}84 compuler- 
isaiion thrust has left the country - cither 
directly or to foreign component suppliers 
Companies have complained about the 
harm done to them by competition from 
bberali.sed impoiis and the government M.self 
recognised ihis. with a 1 discussion papci 

|Gol IOK7a| .iiguing loi greater protection 
which "may show reduced growth rates, 
since a loi ol unhealthy giowth will have 
to bc‘ pinned to allow slower, but healthier 
and more sound pi ogres'^" As a result, some 
ol Ihe eailier imjiorl liberalisations wcie 
pailly icversed at thai time, though kil 
assembly still continued 
India cannot hope to be sell-snllicicnl in 
new technology Production ol some 
technologies is beyond its means and there 
IS a recognition of this in the dillereiiiiated 
inipori policy, which allows such iini>oris 
lower lates ol protection than items winch 
can be produced in India. For the lattei.there 
arc sc ale economy argumentsiojiisiilv impoit 
protection, as well is argiiiiients aboui 
buiklingcapabiluies whic'tnvill be discussed 
below Yet the indications hy IW'swerelhai 
existing high i relaii ve to iiuci national levels) 
import tarilfs will noi long survive the lidc 
ol liberalisalion. whatever ci'iisequeni 
impacts and aiguments the gr>\ ernmeiil might 
recognise Acided to tins ol utuise, an 
increasing amount ol supposedly local 
production was aclu.illy ol loroign brands 

.Naturally, goscrnincni policy sirciches 
beyond imporl controls and duties. Policies 
to increu.se demand and to liberal i >e indu>.i i lal 
licensing and capacity eonirt'ls h.ive helped 
to increase local priHluclioii |Hecks 1995]. 
Exports have been assisted by linaneial 
iiieentivcs, though they need more than this 
to I educe the bureaucratic burden on 
exnoiters and to .iddress supply-side 
constraints. In Ihe 1990s, there wa^ some 
recognition ot this within government polii y 
Nevertheless, Indian coniputorc\|xirters face 
some lormidahle external barriers .md 
eon.sirainis.parlieularly as ihcir major export 
market has recently shrunk drastic ally 

III 

Qualitative C'hangcs 
in Hardware Production 

In the previous .section, the lelai'onship 
between impoit liberalisalion and oveit 
measures of industrial dcsclojmicni was 
assessed. Although this relationship was 
bclici undcrsiiXK.1 thiough qualitative data, 
little mention was made ol a crucial 
qiialilalive tactor - lechnologicul capability 
In this section, the development ot the Indiaii 
computer industry' s technological capability 


and its links with government jfclicy will 
be assessed. 

By the mid-1990s, three principal types 
ol Indian computer producer were 
identifiable, as described below. 

(I) ASSEMBl.ftRS 

These arc companies which imjiort the 
component parts of a computer, assemhic 
(hem in India and then .sell the unit under 
then own name. 

In lei ms of company numbers, such tirnis 
made up hy lar llie majority of the Indian 
computer industry in the mid ■ 1990s but they 
were ni;unly resincicd to making hotiom- 
of-lhe-raiigc PC’s. They typically had a very 
low scale of production, assembling only a 
handful ol PCs poi month and often worxing 
in ihc "grey markci" (using smuggled parts, 
piiaicd software and uniegistcred sales) 
Howcvei, bevause there were several liundred 
viich linns and bccau.ve some larger firms 
were also assemblers, ihey supi'ilicd a 
.substantial proportion ol ilie doinesiie PC 
niarkei .andnuisiof liidi.i'scomputerespoiis 
in Ihi hue l9X0s aiul i990s) 

/Miiiosi .ill 1)1 these firm have come into 
existence siriic the I9S4 lompuiei polu v 
and they owe then exisienect>)twopiii!ci|).il 
l.iclors. Firstly, the Icthtiical Icaluies .md 
developments associated with the IBM I't'. 
which wcie described above. 

Siiiic the piodiiels .lie in ihc standardised 
loiiii wiib nogreal icctmologiealeh.illengi's. 
iiise.isiei loi many lo sel up shop (Bliattnaii 
anil I’olav iiajai I989| 

Kel.iiediolechnieal standards andsiiiiplicily, 
the low c'()st ol kits or eomj'oiicnl.s and Ihe 
ability lo liand-assemble these computers 
has lurther reduced pn xJnei ion entry b.ii rici s. 

Sceoiidlv. Indian assemblers owe their 
existence to the libcialisation ol import 
legislation which all;,wed such kits or 
component parts to be imported relatively 
easily and cbeajily Howcvei they also owe 
then exi.stenec lo the continued pioleetion 
which has pievenied open import ofeompicte 
PCs Above Ihe Rs 0.15m (l)S$ S.OtX)) 
thiesholcl (where ojvcn impoit is allowed) 
assemblers with anything like a local 
manulaeiunng facility had great diffteuliy 
competing, especially after the' 1994-95 
budget wimh only provided a very small 
import duty dilleicntial between (Computer 
pails and li'iishcd computers. Given high 


local ifltefest ntes, taxes, lud infra^fj^tfni 
costs and 4owi! scales of ptoductidn, this 
differential was often insufficient for local 
production to make economic sense. 

Because of these problems and because 
of the scale economics in microcomputer 
production, assembly companies have to cut 
costs wherever possible in order lo compete. 
Most hand-assembie the computers using 
low-paid, low-skilled workers and so avoid 
Ingh produciion co.sl.s. They rely on sales to 
their local at ealo avoid high marketing costs 
and they do no lesearch and development 
work They often work in ihe grey market 
ivi avoid tariffs and tu.xes ^ 

However, it would be wrong lo sec 
assemblers as devoid ol technological 
capability In lael, there is quite a range of 
capabilities within this group. At worst, the 
compuiei will he imporieJ a.s a semi- 
knockcil-down kit Ironi .Singapore, 
assembled in less than li.ilf an hour using 
a .screwdriver, aiul then sold. Most of the 
companies are ol this type At best, Ihe 
various ci )mponenis (processor monitor, disk 
drives, keyboaid easingsi will be sourced 
fiom dilleioiii .siipplici.s. possibly incluJing 
.some local ones. -N.sscmbly then consists of 
eonintmeni mscition. Ilovv soldering and 
limited liiiiclionji testing 

In eiiher e.ise, the eapabililies aie greater 
than those of trading companies and it is 
|K)ssible thai as.sembiy can lorm the base on 
which companies I'uild up to hjgher 
lapubiliiy levels 

(2) DhSit.N Innova I uRS 

Assembly sompaiiies do not have a design 
capability, wlieicas ihi.s gioup o! eumpanies 
does, and Ihey use tins to undertake a lange 
of product innovations They also 
manuiacturc Ihcir own computers. 

Most design innovation eompantc.s arc 
long-eslabli.shcd ’ In Ihc late i970.s and 
early l9H0s, there was a lot of import and 
as.sembiy work but the Indian computer 
companies which dominated the micro- 
compuiei and minicomputer market.s - 
nu'luding Hri., Delhi Cloth Mills Data 
Processing (DCM DD.Opcrations Rcsearcli 
Group (ORG) and Wipro Inlormation 
reehnology iWITL) -were undertaking 
design innovation production. That is to 
say. ihev designed the overall component 
layout lor their computers' circuit boardr 
and |icriphcral.s. then bought in components 


7 AHi : s fsHi. Ol A( live Ini«as Comi ini k Coi.i asok viions - Cumulaiivk Totai.s 
('ollaboralion lyjv.' 1985 1988 (991 


•Agency 
liehnical 
Joint vciiliire 


9 

18 

8 


\(>/f Numbers indicate aelive eot^boration,s in mm-speeialixt compiMcrs, and fall if coltabora- 
iion'. lajise or v case. Numbdrs do not laity with those for total coltaboraiiuns hccaiise the 
nature of some collaboriUtafis wa.s unkiu'iwn 
Source' Interviews 
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such ii-fwocecsors ftom fbrel^ ur Ickbd 
'sources, put them together to make the 
computer, and then tested it. Locally 
produced operating systems, systems and 
applications software were them added to 
create a complete system [Interviews, Grieco 
1982 , Subramanian 1992 ], 

However, in the mid-1980s, all thischanged. 

As a result of these policies, computer 
production in India has become largely an 
assembly operation, often from kits and is 
heavily dependent upon imported 
components and know-how [Gol I987bl. 

In the market for basic PCs, design 
inoovators found themselves unable to 
compete with kit assemblers. They were 
forc^ to become kit assemblers themselves, 
oltcn relying on foreign collaborations, as 
the General Managet ot one of the largest 
producers, DCM DP, described: 

We didn’t have the necessary lead lime to 
develop our own machines. It was a case 
of collaborate, or lose oui market share in 
this crucial sector 1 swung the Tandy deal 
for the company, but I still feel very sad at 
Its necessity. We had the brains and the 
infrastructure lodesign and develop an Indian 
computer (Pawar I987J 

As well as the lack of development time, 
fierce competition in this market forced cost 
cutting. Production and research investments - 
made in 1983 and 1984 were largely lost, 
profits were reduced and, as Subramanian 
(1992) states, “The new policy virtually 
killed local R and D. 

A numberof capable firms lost theirdesign 
capabilities. Those which kept them could 
only afford to invest in R and D in areas 
of lower competition. R and D staff were 
therefore moved to work on more powerful 
computers based on the Intel 80286 and 386 
and Motorola chips that came Out around 
this time. Such computers were technically 
itiore complex than basic PCs, thus affording 
temporary protection from kit assemblers. 
At that time, there were few Indian computer 
companies with foreign collaborations 
producing powerful PCs, and the continued 
and subsequently rising level of import 
protection ensured the design innovators of 
sufficient profttebility to justify their heavy 
R and D investments. 

Design innovators also benefited from 
their existing base of capabilities, which 
allowed them to be accepted as “befa-tesf' 
centres for new Intel and Motorola chips, 
enabling them to work on designs before the 
new chips were sold on the open market. 
Import liberalisation had a sii^t role in 
improving their access to these chips. - 
Tho companies were assisted by a 
government committee decision. In 1983, 
the Rangarajan committee issued it^. 
recommeridations fdr auiomaiion of 
Indian b«i3(s. Om the piMic 

sector IT Arm, CMCt Sils incturM the 


fkcoiiiienm^ that the txiiiiipNa^ to be 


used be based on the Unix rtther than MS- 
D(K operating system software. Unix is 
more powerful than MS-DOS and needs a 
more powerful non-IBM-compatible 
computer to run it - such as those based on 
Motorola or Intel 80286 chips. Thi.s 
decision paved the way for a large potential 
market for Unix-based hardware, further 
encouraged R and D investment, and so 
helped to form the base for the hardware 
innovations of the late I980$andearly 1990s, 
many of which were Unix-based machines.' 

Two to three years after the import 
liberalisaiton decision, some (but not all) 
design innovators were therefore able to 
start reas.serting their skills in the market. 
HCL, WITL and DCM DP were all producing 
computers “conceived, designed and 
developed entirely by their R and D” 
[Jaikumar and Hutnik 1988] and based on 
the latest Intel and Motorola chips. Their 
design capabilities ranged from case design 
to board chassis design to chipset evaluation 
and printed circuit board de.sign to 
Application Specific integrated Circuit 
(ASIC) design. Each company had well over 
a hundred R and D staff, and they spent 
about USS 10m each annually on R and D, 
typically working .simultaneously on ten or 
more new designs for main circuit boards, 
secondary boards and peripherals 
[interviews, Hutnik 1988], 

All three companies produced machines 
before any other company in the world. 
They produced the world’s first Intel 486- 
bas^ computer; multiprocessing board 
superminicomputer; Reduced Instruction 
Set Chip (RlSC)-based multiprocessing 
minicomputer; and Motorola-based 
multiprocessing Unix minicomputer. They 
also tegan exporting such machines or their 
designs, even to the US market. 

R and D staff also work on operating 
systems software. Prior to 1984, most Indian 
computer companies wrote their own 
operating systems software but. with the 
arrival of IBM-compatible PCs and the 
generic operating system MS-DOS, such 
indigenous development was no longer 
required However, design innovators kept 
wnting their own operating systems in areas 
of relatisely low global emmpetition, such 
as multi-user or multiprocessor operating 
systems. 


The deetsioci to ptiiil Unix as an operating 
system also affect^ this work because most 
of the companies obuined Unix source code 
which they could then modify. AH of them 
made minor modifications to allow Unix to 
run on the computers they desisted and 
HCL and WITL made some fairly mqjor 
changes to produce Unix-based compilers 
for other programming languages, Unix 
utilities with higher performance tfaim the 
originals, and multiprocessor versions of 
Unix. The Department of Electronics helped 
in this by co-ordinating and funding Unix 
import substitution work. 

Finally, these companies also had a strong 
manufacturing capability in their large 
computer manufacturing plants and tended 
to incorporate a much higher proponion of 
local components into their computers than 
other firms, thus aiding the expansion of the 
local component industry ." 

So, a number of smaller companies with 
design and production capability in the early 
1980s did not fare well. After 1984, they 
found themselves unable to compete or 
invest effectively against imports. They 
shitted to assembly-type production and to 
agency collaborations, and moved design 
staff into simpler jobs, into markming or lost 
them to companies with substantial R and D 
teams. As a lesult, these companies slipped 
well down the “league table" of producers. 

On the other hand, a number of firms 
which built up skills during the early 1980s 
were able to maintain those skills during tiie 
’dormant’ period of the mid-1980s and then 
reassert them during the late 1980s and early 
1990$. Such a process helped these 
companies maintain therr dominant position 
in the Indian market. HCL and Wm. ate 
the clearest examples, constantly among the 
top three or four largest sellers ftom tlw late 
1970s/early 1980s and, respectively, the 
largest and second largest IT companies 
in India in the early 1990s. Similarly in 
1991 -92, other old-established innovators - 
Zenith and Minicomp - still appeared in 
the top eight microcomputer makers 
[Dataquesi 1992]. 

However,after thrsdatc,design innovation 
skills began to ebb away with the growth 
in demand for, and availability of, foreign 
brands. DCM DP, for example, performed 
strongly until the end of the 1980s but was 
then badly affected by internal wrangiings 


Table 6; Summary of Indian Comfutex Production in I99S 

Conqiulef Type Position in 199S 

Microcomputers Competition between kit assemblers and design 

innovators; increasing penetration of foreign 
collaborators 

MinicOmfuteis and workstations Competition between foreign collaborations and design 

innovators; imports rising 

MsinfnnKS Domination by foreign collaborations and imports 



and, after the liberalisations ot 1W1. began 
to move out of innovation and manufaeture 
into trading It changed its name to DCM 
Data Systems and its R and D unit was 
converted into a Technical Services unit 
providing consultancy work. Zenith's R and 
D depa.'tmciit wa.s likewise transformed into 
a niuikcting and technical support division. 
Minicomp - wilhoui a loreign biand tic- 
-ip - became just a .small a.ssembly firm. 

Altci the tie-up with Hewlett-Packard, 
staff in HCL’s R and D division were 
transferred to work on HP research projects 
and WITl was similarly trying to hire out 
us R and D lucilitics to multinationals Some 
R and O capability remained ■ as evidenced 
by. the production of the HCi Meteor and 
Wl'fL Synergy hardware range - hut was 
coming undci pressure from competing 
products pioduccd by multinationals with 
whom the Indian firms now had a tie up (HP 
and Sun or Acer tcspectivcly) 

Interviewees sawashift trom ‘lundamental 
R and D’ to ‘value added R and D’; the latter 
meaning systems integration for specifis 
customers or, at best, some hardware and 
software customisation. By l‘>95, even the 
manufacturing capabilities of these firms 
were under thtcat lor highcr-end machines 
given the lack ol import duty dilfercntials 
between parts and finished computers 
•-Harindiunalh (I995i therefore diaws the 
pc.s.simisiic conclusion' 

Lihcialisation. and the accompariyini' 
globalisalion. has dune away with any 
inccnlivc lor investing in R and D or 
manutacturing riie R and L) invesimonts 
lhal some Indian turns used lo make have 
become irrelevant, unviabic and even 
unncce,ssary with liberalisation since 1991, 
and Ihc consequent easy access to siale-ol - 
the all technology 

R and D strength only remained in still 
protected areas. For example, thanks partly 
to the US government’s earlier block on 
export of a Cray supercomputer, at least four 
inilian parallel processing supercomputers 
had been designed and huill hy the mid- 
'1990s; EClL’s Anupam system; C-DAC’s 
Param (in collaboration with Tata Unisys); 
the National Aeronautical Laboratory's 
Flosolver (in collaboration with WITIJ; 
and the Centre for Development ol 
Telecommunications’ Chipps-16 

(3) Cot I ABOHSTORS 

These arc Indian computer companies 
which import much of the technology for 
the computers they produce. They import it 
Irtim a foreign hardware firm with which 
'‘they are in collaboration. Collaborationscan 
be agency operations or technical 
collaborations or joint equity ventures which 
manufacture computers in India. 

The nature of the local company's activity 
vanes from being agents for complete 
computers imported with a government 


licence, to assembly of |cnock«|^wn kits^ 
to hardware .systems integration in which 
they bring together imported circuit boards 
and monitors with locally-produced disk 
drives and operating software. 

The number of such computet 
collaborations has risen shat ply, trom 12 in 
1985 to 29 in 1988, 31 in 1991 and 65 in 
1995 The nature of foreign involvement has 
also changed, as shown in Tabic 5 

There has been a chanee over nine from 
domination by agency work in the early 
198()s, to domination hy collabor iiions 
involving production in India in the mid-late 
1980s. to rc-domination by agencies in the 
1990s, with a steady increase in joint 
ventures. 

What has led to the overall increase iii 
collaborations'* Although the 1984 hard¬ 
ware policy Orought no explicit changes to 
foreign collaboration poPey, such 
collaborations were made proccdurally 
easier to undertake. However, this docs not 
explain the inciease 

Indian companies seek out such 
collaborations as an alternative to investing 
in R and D, as a way to acce.ss the most recent 
tcchnologie.s. and hecau'c some feel that 
foreign technology must be beltci than that 
which IS produced locally. In a competitive 
market (seen in the heavy demand of 1985 
and the cutbacks of 1991) those with few 
R and D-rclated resources or inclinations arc 
lempled lo lake this route or. like DCM DP 
in the quote above, they may feel forced to 
do so. This feeling i.s strengthened by the 
preference Indian consumers have shown 
for imported raihei than indigenous 
icchnology, over and above considerations 
of cost or performance 

The technology involved is a vaiiable m 
this. For example the technical complexity 
of mainframe design and production and the 
proprietary nature of mainframe processors, 
circuit board designs and operating systems 
has meant that entry into most niaihfrainc 
pnxluclion IS currently not a viable .strategy, 
and India has had to rely on foreign 
collaborations 

Foreign suppliers have been pushing 
such collaborations as the hardware 
market in India ha.s grown. They tie up 
with Indian companies to ensure that their 


They pusb for productiem in {min tu lake 


advantage of low production costs; to avoid 
import licences and duties on complete 
computers; and lo achieve greater control 
over the decision making of their Indian 
collaborators. 

Import liberalisation of components and 
peripherals will have encouraged the growth 
m local production, though so too has 
continued import protection of complete 
computer sy stems. Foreign companies come 
lo manufacture in India partly in order to 
avoid this import barrier. With the barriers 
reduced in the 1990s, most collaboratnms 
scrapped oi reduced their in-India 
manufacture nr shelved plans for any future 
investment, and agency links expanded 
rapidly.' 

Given the background ol many 
collaboiating companies in trading oi 
assembly, it is ikH surprising lhat their 
technological capabilities were generally 
lower than those ol' design innovators. As 
a generalisation, one can say lhal many 
collaborating lirm.s lie between assemblers 
and design innovators on a scale of 
technological vapabiUly 

Capabilities in aacney opertirion.s were 
largely restricted lo software services, while 
R and D in other types ol collaboration was 
more limited than that of the design 
innovators. From the research surveys, it 
appeared that there were I ewer R and D 
workers in collahoraling companies and that 
they were oriented more towards local 
sourcing ol components, and towards the 
development of applications software and 
other adaptations to local conditions rather 
than towards design innovations. The work 
of one such company in the late 1980s was 
typical: 


Wc arr not involved in any basic 
developmental work in the strict .scn.se ut 
the word . Rather we would like to look at 
a pioduci and sec what enhancements we 
can otfei, by way of system software, 
operating systems, ruggcdisation. etc 
(Jaikumar and Hutpik I988| 


The.se collaborating companies therefore 
rely on the R and D carried out in developed 
countries and embodied in imported 
technology more than on ihcir.own efforts. 


' Tabi-e 7 MoOEi $ WITHIN rut Indian Comkitfk Inoostky 


Period 

Dominant Model 
for Trade 

Doininani Model for 
Consumplion/Produclion 

Dominant Model 
for Ownership 

I96t)s 

Imports 

Consumption 

Multinationals 

1970s 

Import .subslituiion i 

Production 

Public sector 

Private sector 

1979-83 

Import subslituiion \ 

Production and consumption 

1984-87 

Imports 

Consumption 

Private sector 

1987-91 

Imports and import | 

.substitution 

and some exports i 

Consumption and produriion 

Private sector and 
multinationals 

1990s 

Imports and some i 
exports 

. .L- 

Consumption and some 
production 

Muiiinntionals and 
private sector 


M.xx 


Ecoilottfic 



HecMiiieof ihedppoitunit)«cosUofiitiis lorni 
of production within a technologically 
' capable industry and the competition with 
mure capable local firms, collaboration has 
ihercfore tended to reduce the extent ot local 
design and research and development work. 
The Indian firm PSI’s R and D capabilities 
were reduced to just a handful of systems 
integration staff when it was taken over by 
the French computer company Bull and. as 
noted above, HCk’s capabilities have been 
redirected after the HP tie-up. The major 
expansion of agency operations in the 1990s 
only served to strengthen this overall 
reduction in capabilities. 

Summary and CoNCLt/sioNs 

There is no sharp division between the 
categories described here but more of a 
continuum of capabilities from assemblers 
through collaborators to design innovators. 
The different activities can also be found 
within the same firm. WITL, for example, 
designs and produces its own 
microcomputers, builds workstations m India 
through a technical collaboration with Sun 
Microsystems, and is the agent for imported 
Convex mimsupercomputers. 

There is also movement between the 
categories. Some of the firms which 
developed as design innovators in the early 
1980s began life assembling imported goods, 
sometimes through collaboration with a 
foreign supplier. Conversely, some firms 
which were designing and building their 
own computers in the early 1980s or early 
1990s later relied entirely on imports and 
collaborations. However, none of the 
assemblers or foreign col laborators that began 
in the wake of the 1984 liberali.sations had 
shown itself capable of any substantial design 
or innovation work up to 199*! 

The historical trends within the industry 
can be seen more clearly in terms of computer 
types. Assembly has alwa>|s been confined 
to microcomputers and seems likely to stay 
that way. It was slowly widening from basic 
PCs to more powerful machines before 
contracting again in the mid-1990s. Design 
innovators built up their capabilities on 
microprocessor-based systems. As 
microprocessors have become increasingly 
powerful, they have been able to form the 
basis for minicomputers and even 
"superminicomputers” as well as 
microcomputers. The capabilities of these 
companies have therefore been migrating up 
the computer system spectrum in line with 
technical changes. 

. Throughout the 1960s, 1970s and early 
1980s, collaborations remained largely 
confined to the realms of ipainframe 
computers. However, since that time, they 
have migrated down the computer system-j 
spectrum. ^ the of the 1980 $, there" 
werecNalyoneortwomtuoriniCFo-conqpiitw 
production collaborations as part of a li^r 


cof1$d»ration agreement but several mini¬ 
computer and workstation collaborations 
including many of the major world 
producers such as DEC, Unisys, Hewlett- 
Packard, Bull and Olivetti. By 1995. 
microcomfiuter collaborations were more 
numerous and had also begun to include 
m^or players, not the least of which were 
Compaq and IBM. By 1995, the computer 
market in India could therefore be 
summarised as indicated in Table 6. 

in 1990, one could have taken a positive 
viewoFthe Indian hardware industry. At that 
time, some Indian companies, including the 
two market duminaiors, had a wealth of 
capabilities. They designed their own 
hardware, importing only those components, 
such as processois, which could only be 
produced by the largest multinational 
corporations They had produced leading- 
edge designs and exported their computers 
to developed country markets. They had 
substantial manufacturing capabilities but it 
was in design-of both hardware and 
operating systems softwaie - that they 
excelled Thanks to this and to export barriers, 
they had been more successful at exporting 
designs than computers. 

Computer and kit import liberali.sation in 
the mid-1980s had been potentially very 
damaging, but these companies were able 
to divert skills and resources into more 
protected areas, aided by government policies 
on imports and foreign collaborations They 
benefited Irom liberalisation of component 
imports but also from government demand 
policies, paiticularly the Rangarajan 
committee report. 

Acritical problem forcomputerindustries 
in developing countries has been the 
question of how to move beyond just 
producing IBM-compatible computers 
[Evans andTigre 19891. TTie Indian hardware 
industry had been able to do tiTis, thanks to 
the Rangai ajan decision that can be regarded 
as cither very fortunate or very far-sighted 
given that Unix was not very widely used 
in 1984 but subsequently grew rapidly m (he 
workstation and minicomputer market, with 
a global market around worth US$ 20bn in 
1991 ISchofield 1991], as well as strong 
growth within India lUelf. 

In 1990, most of the other Indian companies 
had sometcchnological capabilities, ranging 
from simple technology choice and assembly 
to systems integration and adaptation. Had 
open import of complete computer systems 
been permitted, these would have been 
unlikely to have developed, or to have 
developed to such an extent, and they 
provkl^ a base which could potentially 
grow into higher capabilities. 

By 1995,however.the picture wasdifferent 
and was not so positive. Tl^ vast majority 
of companies were hand-assembling 
imported kits, often for the grey market, 
while companies which relied on foreign 


technology col tafaidratiohs were experiencing 
lapid growth, leaving only a handful ol 
genuine indigenous producers in certain 
narrowing market sectors. 

The computer industry is highly R and D- 
intensivc, with US companies spending an 
average 8 per cent of revenue on R and D 
[Subramanian 1992], By comparison, Indian 
computer companies spent, on average. I 
per cent of revenue on R and D and most 
small companies spent nothing. .As made 
clear above, import liberalisation has played 
an important role in this. 

Overall the import of technology into India 
has very often been a substitute rather than 
an input to Indian R and D [Swaminathan 
19881 

Haidware import libcialisation has led to 
"hundreds ofasscmbly operation'^ with little 
to show in the way ol indigcnisation of 
know-how or components” [Bagchi 1990], 
and has assisted the growth of foreign 
collaborations. 

The flood of imports and foreign 
collaborations following the 1984 policy 
change drowned out local capabilities which 
had been nurtured during limes of greater 
protection against imports. Once the 
fioodwaters of import liberalisation began 
to recede after 1987 some firms had lost their 
capabilities but in the strongest of the pre- 
liberalisation companies those local 
capabilities had rc-emerged. 

However, by 1995. the signposi.< to the 
future did not bode particularly well for 
thesefirms. HCLandWlTL - those paragons 
of design innovation - seemed in,danger of 
losing their capabilities or at least subsuming 
them to the requirements of multinationals. 
Manufacturing within India of many 
computer types had suffered a severe blow, 
removing another source of capabilities. 

What were once independent local 
hardware firms therefore faced tour routes 
forward; (i) tie-up with a multinational; 
(li) try to find a protected niche market; 

(iii) move into systems integration; and 

(iv) move into another area such as 
maintenance, training or software. Concern 
about hardware capabilities had slipped well 
down the agenda for discussion and firms 
were re-focusing on software as more and 
more became agents for the multinationals. 

IV 

Overall Conclusions 

«Has •niE CoMPuiEK Industry Gone 
‘Full Circif.’? 

There are, indeed, signs that-largely 
thanks to liberalisation - the computer 
industry is swinging full circle back to the 
days of the 1960s. Foreign tie-ups, foreign 
brand names and access to the latest 
imported technology are once again the 


order of the day. WtTL’s recent Hnk«up 
with Apple and Acer, and ECIL's link-up 
with IBM via Tala Information Systems 
(TISL) mean that only two major Indian 
hardware firms in 1995 had no foreign 
microcomputer collaboration - Zenith and 
Minicomp. Both were experiencing 
negative growth. Consumption, not 
production, is again the focus, and most 
so-called Indian ‘computer' companies 
actually just produce software for 
integration with imported hardware. 

IBM’s return in its joint equity venture. 
TISL, has only served to reinforce the “full 
circle” image. TISL’s original intention was 
to undertake kit assembly (rather than 
manulacture) in India, but even that limited 
idea of production was shelved and the 
company expressed an interest in moving 
back into maintenance - a major bone of 
contention in the 1970s. Just to drive the 
cyclical message home, in 1992 Prime 
Chemfert Industries signed up with a German 
company to sell that time-honoured stalwart 
to the Indian market - refurbished second¬ 
hand IBM mainframes. 

Of course, there are differences to the 
earlier period. In those days, there was no 
production of any kind within India. Now. 
at least, there is significant production and 
some exports in an industry that cmploy.s 
many thousands ot people Software, 
especially software ex jxirls. plays a far more 
important role within the industry I'hanks 
to the creation ol local capabilities duiing 
import protection, at least .some of the MNC 
tie-ups arc closer to partnerships than 
dependent relationships. 

Nevertheless, the current situation is veiy 
sjmilarto that ofcarlier years, as siimmai iscd 
in Table 7, and increa.sing libcrali.salion 
bnngs increasing similarities. 

Overall, the Indian computer lndu^lry 
seems in danger of having travelled a very 
long way to gel not very lar " Both 
government and industry are in danger 
ol losing their nerve in the tace of the 
perceived momentum of consumption and 
liberalisation, runningihe risk that carefully- 
nurtured capabilities will be destroyed and 
that India's hardware industry may become 
a thing ot the past. 

RoiJ-. or TmiNOLOGY 

■ Policy IS not the only factor affecting 
industrial development. The nature of the 
technology and of technical change has 
clearly been an important element m the 
development of India's hardware industry. 
Falling real prices of components and 
computers, the arrival of the microprocessor 
and the simplicity of the PC standard have 
all assisted the growth of production in India 
and the entry of small firms. 

The speed and cost of technical innovation 
have also affected production. Where 
technology has been relatively stable, Indian 


Arms hm fiotiiid It «Mwie ctHlr ^ ts^ 
be price competitive Intcrntitioitilly. Where 
technology hu been fast changing and 
innovation costly, fear of obsolescence has 
discouraged investment. In somecases, only 
the most capable qnd Innovative firms have 
been able to compete and even they have 
not achieved any fundamental innovations, 
hi the case of most types of mainframes 
and most processors, Indian firms cannot 
hope to compete at all because of the huge 
R and D costs involved. 

Local production decisions have also been 
partly determined by the proprietary or 
generic nature of technologies. Generic 
operating .systems have stifled nu\i<»'software 
innovations but have enhanced minor 
innovation, opened up wider markets for 
hardware design innovators, and helped small 
firm.s^ become hardware producers. 
Proprietary operating systems and 
priK'CNSors. where well protected legally, 
have 'locked out’ oil except those that are 
willing to enter into collaboration with the 
supplier. 

All this means that the Indian IT industry, 
like that of all nations, cannot hope to 
achieve technological indcpencknce. It must 
import some computing and component 
technologies even if it can produce others 
locally. Technology import policy and 
foreign collaboration policy should theretore 
be differentiated according to the type of 
technology 

Impact op Non Impokt Pouciks 

Though import policy is a key part of 
government efforts to build an indigenous 
industry, complementary policies also 
matter 

ronirols on toreign firms and imports 
need to be supported by promotional 
mea.sures ui encourage local adaptation of 
imports anti local research and development. 
By the same token, government intervention 
to promote the development of local 
cupabi 1 11 ics IS nc ver more needed than dun ng 
penods of import liberalisation (Bhagavan 
1995, Chaudhuri 1995]. 

The coupling of government demand 
policies with some level of computer import 
protection has been central to the growth of 
production within India, offering additional 
demand, demonstrator effects to the private 
sector and learning opportunities for some 
Indian IT companies. 

Policy on hardware export has done 
relatively little to address export barriers. 
For many years, there was a legacy of India’s 
negative experiences with computing 
multinationals in (he 1960s and 1970$, 
making policy more concerned with import 
protection than with other aspects such as 
export promotion. The need for government 
action to help redress the balusce between 
domestic- and export-oriente(i| production 
was only recognised in the edfly 1990s. 


policies, the phhsinf df such fioRciM may 
also be important. For example, many 
writers’’ feel that a period of strong domestic 
competition needs to come before any impon 
liberalisation. This was the case in Indian 
hardware policy with the major relaxations 
in industrial licensing preceding import 
liberalisation by several years. 

The experience of the Indian computer 
industry demonstrates that a protection 
against foreign competition has to be 
accompanied by a high level of domestic 
competition [Brunner 1991]. 

This combination has been beneficial, with 
the competition encouraged by licensing 
liberalisation in the late 1970s coupled with 
some protection leading to consumption 
benefils and the build-up of computer-related 
technological capalJllities which have been 
so important to India's hardware indu.stiy 
during subsequent years.” 

Impact of Impokt PROTFx noN 

One of the catch-phrase.s u.sed by 
interviewees m favour ofliberal imports was 
"let us not re-invent thowheel". They argued 
thai It was wasteful to try to develop 
technologies locally when such technologies 
could more quickly and cheaply he imported. 
This outlook lakes only a static view of the. 
situation and it also neglects India's 
experience in the 1960s, when the lack ot 
local production capabilities left the country 
dependent on imports of outdated equipment 
from multinationals. 

The protection from imports offered 
beiween 1972 and the early I9«0s allowed 
Indian linns to re-invent a few ‘wheels by 
reverse enginoenng foreign products. As a 
result there was a build-up of indigenous 
production and indigenous technological 
capabilities, particularly de.sign capability. 

The consequences of a policy of protecting 
not ju.st production, but also 'know-why' is 
that India has developed a capability to both 
manufacture and design a wide range of 
indusuial products [Weiss 1988] 

Local firms therefore gathered strength 
during this sheltered period and it is this, 
more than anything else, which provided the 
base for the impressive growth and design 
innovation seen in a few large firms. 
Protection, and the consequent increase in 
technological capabilities, also helped to 
reduce technological dependence on the 
multinationals and to compensate for Indian 
firms' difficultie.x in achieving scale 
economies (hropgh experts. 

For most developing countries, a certain 
amount of |»x>tecbon would appear to be 
necessary to counterbalance the enormous 
technological and cost advantages enjoyed 
by the computer industries at the idvai^ 
industrialised countries [O’Connar 1985]. 



Thu^ MMi'iHw wwt mtt tonmtm 
ln(«rmtlM to iMotoet Muctriw iMtfM 
lndi|Mout twhiiologica) c«pabilttie« to A* ati«ady<Mictuwd, import liboratintiofi 
grow, and that technologicai capabilitiei in didhelptok^iomeben^titoconiuman: 
a n«w industry will not grow without some anditmayhavehadapotitivaaftoctontooie 
protection. • firms wkh pre>aitiiting capitoilitiei which 

In the 1980t and 1990s, it was only survivedthemid-l9t0s.Tliedireciorofone 
where protected from imports (and the such company stated that there had been 
foreign collaborations that bring them) that bencfiu in in^wrt liberalisation in that his 

Indian companies were able to develop company and others like it “are now more 
hardware development design skills. It alert to competition, to advances in 
instead, India KU continued to rely on technology, etc".'' 
foreign imports - at it was increasingly Cline (1987) and Weiss (1988) review 
doing in the 1990s - it is hard to tee how evidenceofsuocestfulpolicyttrategietfrom 
local production capabilities could have both iiM^a and China and conclude that 

been built up.'^ while initial protection it needed to build 

An alternative to protection is the use of capiMtitios, “there are limits to ttos process, 

subsidies to local producers which, it it and that beymid some point an infusion of 

argt(ed, creates lets economic distortions foreign technology and imports will be 

than protoctionfHelieinar 1992], But where, required to strengthen and complement 

, as In India's case, government financial domestic resources'' [Weiss 1988). 
resources aretoo limited, protection remains This therefore suggests the possible utility 

a second-best option. of some kind of phasing of import policy, 

, , , with impon liberalisation following import 

Impact of iMPOtr LiBKaAUSAnoN protection.''’ However, two points are worth 

There are signs thit Indian producers were making. First, it is widely seen that import 

becoming more efficient and were building liberalisation in the mid-1980s went too far. 

more up-to-date, competitively priced with subsequent policy reversals showing 

products during the early part of the 1980s. that ‘the Government is tacitly accepting its 

Had policies i emained tW same, it i.s possible mistake in ofiening the import-window rather 

that the producers would have carried on too wide" IDait 1987). There are similar 

competing and improving behind the barriers ^concerns about the liberalisations and 
of import protection. potenii|il liberalisations of the 1990s. 

However, the computers produced at that Second, any benefits to design innovators 

' time were more costly and less up-to-date were more from liberalisation of component 

technically than world standards. The imports, which they could use to upgrade 

combined arrival of the IBM K! and of their systems, rather than kit and complete 

Rajiv Gandhi as prime minister shifted the systems imports, which merely provided 

rocu.s from the benefits of protection for direct competition. Any impetus from such 

local production to the costs of protociion competition and from technology 
lor local consumption. Tjie dominant* upgradalion gains mutt be set against the 
concern came to be that import protection thUls toss in thdie firms which gave up 
was allowing the Indian industry to ba design innovation in the mid-1980s and 
insulated from global technological •gainst the impact of component 
progress and efficiency levels. Imports of iibcralisttion on the component industry, 
both components snd computers were duly Although this research did not include a 
liberalised. § detailed qualitative survey of the Indian 

introducing Import liberalisation into this conqtonent industry, it seems certain that 
import'substituting industry allowed the compoBent-reiated capabilities were 
massive increase in demand to be met largely suppressed to' imports [see, for exsmple, 

by direct imports, by impon and assembly Mody 1983 ami ^audhuri 1993). 
of computer kits, by foreign collaborations, Overall, then, one can take no simple, 

and by a large outflow of foreign exchange, polarised view of either torsigft collaboration 

All of these had a role to play in the or import liharalisaiion. Many Indian 
supprassioR of local research and conwantes have sought and welcomed 
developmant and of local technological ^ilseoratiorts-CoKritorationsmayaisoform 
capabllitiea, and the ligns were thtt the iime IM basla for some build-up of tardinologlcal 
thing will he rapeated in the latter half of mqiaMt^s but ihaj' bav# more bfton been 
the i990s. aatociaiad with a ton or stMtng of such 

. ■ What local proditotion and capabilities capabHttles. 
therewereduringtheeafllerperiodremained Similarly, import liberalisation has 

partly thrmigh continuing protection. Only produced a form 6f growth but alto a type 
those Arms whh technological capobilitiet of dependence, with improvements in 
thaipM<datedthem^riraponlibeiilisations ^ eonsumption-reiated factors being matched 
still had those capabilities in the late 1980s \ by growing dependence on fordgn sources 
and earty 1990s. though protection also of^lioiogya||iinnovetien.andelackof 
encouraged some tevet of capabtiities in toad Capabilities: 


> protoet iadustiles helps not otiM^is have arisen. 


More iibertf have assined 

growth in consumption, but have noiresliy 
helped develop the technology per se 
[Subramanian 1992). 

Portuaately, in earlier times, the Indian 
government has never permitted complete 
import liberalisation, always retained some 
protection, and reversed lif^alisations once 
their negative implications became clearer. 
By 1993, however, this no longer appeared 
true, and the dangers of existing and future 
liberalisations were considerable.” 

Importance of Government Poucy 

In the cose of the United States. Brazil and 
South Korea, government action ba.s been 
insirumenial in supplying an impetus for the 
domestic industry to move beyond an historic 
statusquo. We have found a similar situation 
in India (Brunner 1901). 

Despite the othei factors desenbed above, 
policy has been an important determinant of 
the changes in hardware production within 
India. During the 1970s and 1980$, even 
when liberalising, the government retained 
strong control over imports and other 
activities and even in 1993, it remained a 
powerful influence. 

In the past, it has also retained the ability 
to react and to change policy when necessary. 
TWs ^cto has shown that throughout tte 
htototo tif the hardware industry, reactions 
angcii anges in government policy have 
bean the dominant factors delineating the 
changing phases and nature of the industry. 

During the 1970s, government hardware 
policy was successfully modified to address 
the two principal problems relating to 
computers - firstly, thecompletcdependence 
on multinational firms and, later, the 
dependence on a single, poorly performing 
public seclorcompany. The main mechanism 
used was the alteration of controls over 
industrial entry, capacity and foreign 
collaboraiton. 

During the 1980s, government policy was 
successfully modified to address the 
problems it then identified - firstly, the low 
levels of use of the costly, out-of-date 
equipment produced locally and. later, a re- 
emerging danger of import dependence and 
loss of technological capability. The main 
machonlims used were demand stimulation 
and alteration of import controls. During the 
early 1990$, import policy agaiAchang^ to 
add^ the overriding problem of foreign 
exchange availability.. 

Of course, no government is perfect. It is 
arguable that the Indian, government 
'overdid' the industrial protection of the 
mtd-19708, the import liberalisation of the 
mid-1980s. and-most of all-the 
liberaliutions of the 1990s. Nevertheless, 
until the 1990s, it successfully responded to 
the problems created and modified policy 
in order to help solve them. Partly thanks 


10 this, by 1995 there were around 9,00,000 
eoniputcr!) installed in India compared to 
only 1,001) in I9H0 Yei, ,ii the same time, 
the Indian hardwaio industry had grown 
strongly, with hardware revenues exceeding 
nS$ 5(K)ni in 1993-94, including those of 
a few companies which were still designing 
and building computers ai the torclroni ot 
hardware technologv 
Thus, over and above :my ('aiticular 
findings about pioteciioi’ oi libeiahsuiion. 
It IS the government’s ability to ch.iiigc aiul 
apply various .tppropriaie policv aie.isiiies 
that can be held .it least p.irlly acLounlable 
tor the positive developments in Indian 
computer use and pioduction What is not 
I le.ir IS whether, in 1995. the goveir nieni 
still letaincdllcxibihly and t.huicc over policv 
or whethei cenain liberalising pobev 
irajecloiics had to a large exivni been taken 
out ol Its control 

TiMIM. \\I) Till (It Poili V 

Cioveninieiil intervention is apl lo he 
essciuuil but whal loiin lb.ii mtervenlion 
likes Is crilicallv impoitaiil |() Connoi 
19851 

Impoii liheiahsaiion can help lo bring 
beneliis to some consumers and some 
consumption-related developments, but can 
be liarmtui to some producers and 
produciion-ielated developments Import 
protection has arguably more virtues but, 
while some (orm ot protection may always 
have a positive developmental iinp.ici. 
continuous high Icvcisol protection are likely 
to lead lo inelTiciency and to a gi e.itcr concern 
with local sourcing and adaptation than with 
innovation and use of up-to-date let hnology 
rhcrelore, there can be no sweeping 
prescriptions about the lorm of government 
policy Both liberalisation and proteciiomsm 
may have a place, bui timing is criiical. 

As regards computers, the Indian 
government slatted hy allowing imports; 
then closed them oil to help build local 
cjpabiliiics, opened them again to allow 
technology to be updated, and then closed 
them ol ( again lo preserve local capabilities 
It seems certain that neilhei continuous i igid 
import protection nor continuous import 
liberalism would have been appropriate 
slialegies to produce the growth ol but also 
balance between, production .ind use 
This IS not to argue lhai the open-close 
cycle IS necessarily the lecipc lor success 
in other industries oi countries (though it 
might bei Instead, policy choice ai any 
given time sht'uld be determined by the 
piescni si.'iie of indusirial capabilities, 
relations with foreign companies, changes 
111 leehnologv. changes in the global ni.icro- 
economy, and the balance (d government 
concern between local consumption and 
production. Govcinmcnis thcicfore succeeil 
hy continually monitoring indusiria! and 


external circumstances: by kveidiilg 
dogmatic ideologies; by being selective in 
iheir policy choices; and by a mixture o) 
some planning and some reaction to the 
circumstances they find 

Notes 

13 he liiulinc' rcpivri. il hcic ilei i\ c from ongoing 
rcscoih vvork iiilo Ihe developinc-n; ol ,\ iai. 
ITiiidolines fill' has ineluded se.eral peilods 
ol lu'lilwoik II lndi,i and u; less olneivvn. 
indiiail'd ligiiies and oinmons pie enied lieie 
ire dravv'i lioni lieldwoik .nlirvii.vi iiid 
s'jivevs I 

1 There iiv tlnci man'e.ilegoiic'ul eompiilei 
listed heie in deileasing si/e/povver ordei 
.iiuiiiliaiiu iiiime'iinpuiei. micrneoinpuier/ 
I’C Mlhi iigli still uselul this ealegarisaiion 
has been breaking dow n loi idiik' tune Some 
Indijii buill supereompuiers', Mr example 
iri t'ascd on mierneuinpuler processors, vet 
lue more pow.-ilul i:iccrt iin ways than inanv 
Uiainlianies 

2 Hardware will be taken as being s> nonvinoiis 
with compuier' and n )i to meliale olhei 
goods such as peripherals Idisk drives 
monitor.' keyboardsiandeomisincnisiprinted 
cm ml bo.iids, inicropioecssors; though the 
latter will be referred to 

a Mody (luSs) and Mahalingani 11984' point 
out that most developed eounirics. except loi 
Ihe US and Japan have lound it very haiO 
or impossible lo sustain a initmproee.SM)r 
design and iiiaiiulaclure lapabilily Foi 
example whereas Intel sliisimieropioie'sor. 
thedOIM lOsi I tSSvMHIIIOlo develop in 1971), 


,■ its 4g6. chip COM USS'itOQm 
(PC W 1990). 

4 Labour costs in 1993-94 wen; CMimaied to 
be somewhere between 6 per cent and 15 per 
Cent of total 11 production co.sis in India 
(Iniervicwi Kapur I993. Harindronalh 1995]. 

8 The South Korean governiiienl helped the 
lonnaiioiiot aniiinhei of large conglomerates. 
I hiwhiil. with the resouiee, to eiealc 
mie,national hi.ind n.unes 

'i hv I99S, there vere a nuinhei ol successful 
Indian If linns lollovvi'ig this inode! - PCL. 
Silicon Valley Technologues and ineinbers ol 
!he Tandon group (Advance Technology 
Devices. raiKoin bleelrimies. L'llia Tek 
IX'v lies) They h.ul lapjied into the houniing 
maikel in hardware ouisourung CKated hy 
ihe intense loiiipelilioii between Ihe PC- 
DioUueing .nuhinalionuls. but were Iheielore 
expoiting eonipulei parts and sub-assemblies 
rather than actual compiiieis 

^ Most of the' 1 mpanies slai led imt loemiipulei 
Ol inmieoinpuierpiodiielion 111 the years !v'7X- 
83 though Stan yeai iniiselfeanheinislc.iding 
hec.iusi all the v<iinpanies began hy lining 
stall who .ilie.idv h.id skills liom previous 
'w(iif in other vom|iiilci in lelaled Inins 

8 As in Bia/il this goveinment deiisnin also 
pav,'ll the w av foi the developmenl o! specialist 

kills in lonipuierised I anking systems 

9 fhere are likelv lu have been mhei 
exieinalitiis thanks lo the Ivinld up ol local 
leehnologii.il capahililies with spiii-olls 
tioin die deseiopnii nl ol a pool ot skilled 
workers and (rom huidwaie innov.iti.ms It 
was lound iioni interviews, toi example, 
that design innovators provide more local 
employment pti eoiiipulcrsoidihunassembly 
loinp.mies 
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local durgn iniMvaibn and otKer $ecion as 
well, wine commentators {EPW 1994) were 
starting to talk about the 'deindustrialisation' 
of India 

11 The recent desenption of policy changes after 
1991 as "a 180 degree U-tum" (Vitial 1994) 
IS thus apt A,> anyone can demonstrate, doing 
a U-tum will bring vou baek lo where you 
started 

12 Such as Ghosh (1987), Patel ' 1987), Lucas 
(1988), Foley (1989). Jam and Sanoiru (199.1' 
and HPW (1994) 

1.1 Though, of i.ourse. loo high a level of 
competition may stifle capabilities and 
innovation. 

14 Til provide a concrete example, in the early 
1990s. the author conducted a survey of the 
Malaysian computer industry The Malaysian 
government has maintained an open import 
policy Although other factors, particularly 
market sue. have an impact, the lack of 
protection was at least partly responsible for 
the Malaysian computer industry’s heavy 
reliance on the import of compleie computer 
systems A few companies were assembling 
iinporicd kils bui none had any design 
capability in ciihei hardware or systems 
software 

1.1 rhaudhun (I99.‘i). loo, reports a siimulaling 
effect of imported technology on R and D in 
clcctroniis firms, though ihal this effect is 
only 'limited' 

16 A strategy recommended hy many wrilcis. 
including Evans and Ali/adeh (19841 
Koplmsky (1984). .Schmitz (1984). Frunsinan 
(1986), Chile (1987). Baychi (1990) and 
Hellcincr (1992). Those who believe that 
proicction must have a designated end-point 
disagree ovei the proieclion period, though 
those closer lo nco-iiherali.sin argue for a 
much shorter liinc-s|jan than others 

17 For example, an mieniion to reduce ihc 
minimum unlicensed inipon cost of 
computers to Rs .1().()(MI( US} I (XM)), “which 
could blow most totally Indian operations 
out of the water" [Rhimal 199.11 
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Economic Environment 

Case of Indian Computer Hardware Industry 

R^jnish Karki 
Ahmad Cameron 

Since the mid-l9HOs there has been a perceptible shift in the role of the government from 'doei'controller' to 
facilitator-intervenor' vis-a-vis the industry. The experience of the computer hardware industry in which the 
government role has always been of facilitator-intervenor' can hold important lessons for policy initiatives in 
the future. 


iNTRODUCnON 

POLICY announcements made by 
governments are declarations as well as 
directions which it shall be taking to achieve 
national objectives. These policies bring to 
the forefront new opportunities and remove 
certain constraints keeping in view the ovei- 
all development of the nation. In November 
1984, the New Computer Policy (NCP) was 
announced by the government of India. 
Enterprises which took the lead in 
implementing this policy were largely from 
the private sector. Asaresult.theexperience 
of the computer hardware industry can act 
as agood example to analyse the interactions 
between public policy and the activities of 
the corporate sector within the ambit of the 
economic liberalisation underway at present. 

Six variables have been identified which 
capture the computer hardware industry 
scenario. These variables along with the 
policy initiatives are considered to form one 
system. Systems analysis approach has been 
applied to analyse the interactions between 
various subsystems. Keeping the NCP as the 
point of reference, the case of computer 
hardware industry from 1984-1990 has been 
analysed to draw con-clusions. This has led 
to the identification of certain pointers for 
designing govern-ment initiatives in the 
currently changing Indian economic scene 
with its ultimate objective of globalisation. 

Systems Approach 

Social, economic, political and tech¬ 
nological sectors of countries are extremely 
complex in characteristics. Each one 
comprises a number of subsystems inter¬ 
acting with one another within the entire 
whole. All these subsystems constitute to 
make larger and complex super-systems. 
Certain sectors havea direct link with global 
developments, eg, economic, technological, 
etc Understanding the dynamics of such 
sectors becomes even more difficult. Thus 
policy designers and formulators have to 
understand the dynamics of the given sector 
within a complex mosaic of the nation. In 


recent years, systems analysis has been 
successfully applied to policy analysis and 
design (Snvasiava 1979], 

The systems analysis approach involves 
definition of objectives; identification of 
subsystems, including their characteristics, 
boundaries and interrelationships; and 
analysis of the system .so as to explore 
alternative ways to achieve the objectives. 
This approach helps policy framers to 
understand the inter-dependencies among 
the subsystems so as to plan a set of actions- 
interventions (policy) which eases the 
restrictive factors, strengthens the supportive 
I actors, or add .some new sub-systems or 
interdependencies. On close examination ol 
the data on Indian Computer Hardware 
Industry (ICHI). subsystems which capture 
ihe whole gamut of c.imputer industry need 
to be outlined. The following subsystems 
and their characteristics can be identtHed for 
analysing the 1984-1990 period; 

(1) New Computer Policy (NCP) of 
.November, 1984. The provisions of the 
policy which have direct influence on the 
evolution of computer industry. 

(2) Computer Technology; Domestic 
technology developments are closely linked 
with the developments taking place around 
the world. Foremost is the development of 
computer architecture, which in turn is 
based on the developments in it){egraied 
circuits (1C) technology. The developments 
include the launch of new products, import 
substitution, newet applications of 
computers, e g. engineering analysis and 
manufacturing, integration of computers and 
communications technology. Thissubsystem 
also include developments in software. 

(3) Human Re.sourcc; Changes in the 
number and proficiency of computers users 
in the country. This subsystem captures 
availability of consumers of output of the 
computer industry. 

(4) Extern and type of computer usage: 
This subsystem captures expansion of 
demand for computers, both in terms of new 
users and new applications. It also includes 
specific initiatives.'govemmeni orotherwise, 
which lacilitated expansion. 


(5) Indian computer hardware industry; 
This subsystem consists number of 
enterprises uciive in the industry, market 
shares and sector^ fpublic or private), 
technology competencies, and marketing 
reach 

(6) Indian economy; This subsystem 
captures overall economy and industrial 
growth which have a direct impact on the 
evolution of computer industry. 

These six subsystems are consideted to 
be constituents of Indian computer 
hardware industry (seethe figure) In the 
next section each subsystem is described 
in detail for the period 1984-90. The focus 
IS on describing the changes, while trying 
to analy.se the changes in terms of inter¬ 
dependencies on otfier subsystems. The 
key here is that policy initiative is 
considered as just one subsystem. 

Indian Computer Hardware. 1984 1990 

The era of computers and computerisation 
began in India in 19SS At ISI Calcutta a 
Russian computer was installed in that year. 
The second system that came up was IBM 
1400 at Standard ESSO - a multinational 
company. Next to follow were Hindustan 
Aeronautics and TIFR, Bombay. The period 
between I95.S-77 saw the dominance of IBM 
as If controlled 70 per cent of the Indian 
market. This pha.se saw IBM bringing in 
those punchcd-card systems which had 
become obsolete in the developed countries. 
IBM concentrated on the research and 
academic institutions of India who were on 
a look out for computing facilities, it providM 
extensive maintenance support. 

IBM dominated the Indian market till 1971, 
when it ran into an argument over providing 
computer systems and services in India. This 
event became a turning point in the evolution 
of computer industry in Indial^A committee 
under the chairmanship of M G K Menon 
was established. Its recommendations gave 
rise to the establi.Hhment of Electronics 
Commission in 1971 .Computer Maintenance 
Corporation (CMC) and Semi-Conductor 
ComplexfSCDin 1976. Organisations .such 
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cMAbiiihed in 1967, got a boost during this 
period and entered computer hardware 
industry. Simultaneously,Central Electro¬ 
nics active in related activities was brought 
under department of science and techno¬ 
logy in 1974. By 1977 the government had 
realised the importance of information 
technology. Government had taken crucial 
initiatives which finplly paved the way 
lor the eventual growth of computer 
industry in India (Public Enterprise Survey 
1988-1989). 

There was one major landmark during 
this period, which was though not directly 
related to compuiei industry, had a lot ot 
bearing on its growth eventually. This was 
the promulgation of Foreign Exchange 
Regulation Act of 1974 (FERA). By virtue 
of it, foreign companies operating in India 
were allowed to hold only 40 per cent 
equity. This became a catalyst in the process 
of exit of IBM from India in 1977, when 
it retused to dilute its equity. IBM which 
had earlier leased its machines to various 
Indian organisations, transferred its systems 
to them foi a final payment 
The exit of IBM created a major vacuum 
III the field of systems maintenance 
which was plugged in by CMC. On the 
other hand. ECIL started the production of 
12-bil sy.siem.s and subsequently progre.s.scd, 
to produce 16- and 32-bit mainframes 
comparable to French IRIS 55 Systems. 
Private sector made its entry into the 
computer market thrtiugh calculators. 
Private sector companies such as DCM, 
Tcicvista. Omron, HCL, and even ECIL 
launched desk-top and pocket size 
calculators In 1978. HCL and DCM 
launched microcomputers for standardised 
business applications like payrolls. By 
1983, several private .sectorenierpri.ses had 
launched more powerful microcomputers 
for a variety of applications, while Wipro 
and HCL had launched minicomputers also. 

The government announced the New 
Electronics Policy m 1983, and reduced 
customs and excise duty on electronics 
industry By 1983 private .sector enterprises 
dominated the computer hardware industry, 
and there was reasonable amount of 
competition. Several companies like HCL 
and Wipro had developed their proprietary 
hardware and operating systems. 

Subsystem I - New Computer Policy 
1984; Some of the salient features of the 
New Computer Policy iNCP) announced 
in November 84. soon after Rajiv Gandhi 
assumed power were: 

(a) Regulation of all clearances through 
inter-ministerial standing committee 
(IMSC). 

(b) Reduction in import duty oq 
peripheraU. 

(c) Liberalisation on the import of 
computers. 


(d) Granting permission'.o toieign equity 
participation. 

(e) Recognising software as a sepaialc 
industry and foimalion ol a sufiwaic 
development agency tor the overall growth 
of this industry 

(f) Allowing import of computers by 
government insiiiutions as well as R and 
D organisations. 

One immediate result of this polity was 
the reduction in ppccs of the systems by 
as much as 25 per cent, as enterprises 
passed on the tluty reductions to i ii.stomers 
to*gain an edge over competitors. 

Subsystem 2 - Computer Technology: 
During the period technology development 
was one of the fastest in computer 
industry Significant developments were - 
emergence of personal computers as 
powerful office tool, networking ol 
computers of different manufacturers and 
processing capacities and workstations for 
CAD/CAM applications. The technology 
trend was towards standardisation (from 
proprietary). IIT Kanpur developed 
Graphics Indian Script Terminal tGIST) 
card for using computers in regional 
languages. The pace ol technology was so 
fast that computers based on a new 
technology were jntroduced every three 
years and product life cycles were less than 
a year. Barring the US, all the countries 
acquired tjte technologies through 
licensing, collaboration, or by inviting US 
multinationals. Even in the US the 
technologies were developed by a large 
number of severely competitive cnterpnscs. 
It was impos-sibleforany country to develop 


the enure range ol compiiiei technologies 
on Its own and also keep pace with the 
developments. There was no single souiee 
ol all the technologies and ilie leehnologv 
was complex, it was impel,itivc for the 
government to lueiliiate the access to the 
technology. NCR provided lor Ireer accc.ss 
to the needed tcchnoli'gy 'inJ faster 
clearances. NCR made it possible lor Indian 
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emerprises to launch computer products of 
nearly all types after making some 
adaptations (some enterprises acquired 
capabilities), and more importantly almost 
at the lime of their worldwide introduction 
Subsystem 3 - Human Resource’ Shortages 
oftechnical/skilled manpower was felt in the 
industry specially after 1987 This was 
primarily due to ihe rapid growth in the 
requirements of the industry as a result ol 
its expansion catalysed by the provisions of 
NCP. At university and engineering college 
levels, a number of new courses such as 
Masters of Computer Applications. Diploma 
in Computer Applications. BTech/BE in 
computers, etc, were introduced. In private 
.sector, computer training centres were started 
by enterprises such as NUT, ICE, IC.S, etc, 
Gover.iment also started ambitious CLASS 
project inover 10.OtXf schools. Further, there 
was a qualitative shift in the composition ol 
manpower - from earlier pure science 
(mathematics, statistics, physics, etc) 
graduates to engineers, MCAs, lX?As and 
MBAs 

Subsystem 4 - Extent ami Usage of 
Computers’ Initially when computerseniered 
India, they were piimarily used by the 
scientific org.'uiisations loi their rcseaich 
and devciopmcni activiiies Slowly the 
computer'' started fiiiding their utility in the 
area of eicctionic data processing tEDP) in 
organisations which requited handling ol 
huge data, e g. NSSO, Census, and pavrolK 
in large business enterpri.ses I lowevei. with 
the entry of K's in post 1984 penod, theie 
was a definite broadening of the scope of 
computers in an area which till then had not 
been explored in Indi.i - mure .ind moie 
organisations started using compuleis lot 
wordproccssiiig activities This soon 
gradu.ated into desk top publishing area 
by 1989-90 on a regular commercial basis 
Then came the use ol computers in the 
area ot inventory management, on line 
transaction processing, etc, which lound 
ulility 111 a number of piivaieVpiiblic sccloi 
organisations 

This phase also saw a boost given to the 
process of computerisation by organisations 
and iiistilutions belonging to ihegovernmeni. 
.National Informaiics Centre (NIC) had 
played a pivotal role duiing the processing 
and analysing ol Asiad 82 results During 
this exercise it had also demonstrated the 
establi.shment of a wide area network (WAN) 
within Delhi using its Cyber 170/730 
mainframe system. This period saw the 
announcement of building up of NICNET 
(NIC network) through INTELSAT/IN.SAT 
satellilc up to the diMrici level Through this 
project plans were launched for major 
computcn.saiion drive at the central/siaic/ 
district level government oftices With 
NICNET attaining its target ol leaching 
(lisiiicl level by the end ot 1989. the problem 
ol working in regional language became a 


major issue - which was solved by academia 
of IIT Kanpur. The initiation of com¬ 
puterisation ot land records at Morena (MP) 
and Kanpur (UP) gave another fillip lo Ihe 
process ol computerisation in particular and 
the computer industry at large. 

.Amongst other major initiatives were 
the announcement of ihe launching ot 
computerised railway reservation system; 
mooting of INDONET, computerisation of 
passport offices and last hut not the least, 
organisations such as Indian Airlines, ONGC, 
SAIL, etc, launching schemes of com¬ 
puterising their operations 
NCP acted as a catalyst towards widespread 
(eg, CAD, CAM, MIS, project management, 
etc) application of computers even in 
organisations which were conventional in 
their operations (such as engineering 
consliuction and manufac luring units) This 
was due to the availability ot a large number 
ol soli ware packages and haidwarc 
configurations, along with (he appioacli of 
computer companies to adopt aggressive 
marketing techniques A direct consequence 
of NCP was to facilitate institutions, 
laboi .itoncs, and large government 
org.inisations to import computers. This 
became easiei .ind faster through Ihe inter 
minisieiial'Sianding committee. One ol the 
biggest outcomes was the establishment of 
NICNET through NEC-1000 supci 
computers and ND-.S/K) superminis between 
l98b-89, which facilitated intensive and 
extensive use of computers in the country 
.Subsystem 5 - Indian Computer Hardware 
Industry. Within India interesting develop¬ 
ments .started taking place Items banned on 
the import li.st such as dot matrix printeis. 
Iloppy diives. power supplies, moniiois, 
keyboards, etc, became freely available and 
some domestic production also started In 


spite of this industrial units in private keckir 
were found wanting an issue of n reliable 
R and D base of their own Tliey were more 
eager to devclop/producc microproccs.sor 
based supcrmicros and PC-compatibles. 
Even for doing this they preferred 
collaborations with priiininent foreign 
manufacturers. In the public sector ECIL 
tietl up with Control Data Corporation (CDC) 
of the US to produce mainframes and Norsk 
Data (ND) of Norway (or sutrcriiiinis. SCL 
started producing LSI chips, ET and T was 
identified to produce low cost high quality 
electronics products. 

There was significant increase in the size 
of the computer hardware industry, with 
annual giowfh rales about 50 pci ccni during 
the pciiod (Table I). (n 1984-85 top ten 
companies accounted for 90 per cent of Ihe 
industry's lurnovci. This reduced to about 
frO per cent by 1990-91 (Bhatiiaaar 19911. 
There were changes every year with 
enterprises entering and dropping out from 
the list ol 10 largest enterprises The 
I ompetiiion became increasingly severe due 
10 the entry of a large number ol enterprises 
and overpowering thiusl on growth by 
incunihenis This occurred due to the entry 
ot a large number of enterpri.ses, who could 
import technologv m ihc lorm of SKD/CKD 
kits, as a result of NCP's provisions Increased 
compctiiion amongst the players culminated 
in severe iirice cuts during late 1985 and late 
1988. The price cuts further fuelled rapid 
expansion of the indusiiy. 

Subsystem 6 - Indian Economy: The 
computer hardware industry grew at a 
much faster rate in comparison lo the 
overall indusliial giowih rate of about 8 per 
cent during 1984-1990 {bconomic Survey 
/W/./992). Globally thecomputcrhrirdwaic 
industry was growing during this period ai 
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the 6f 12'IS |S« cent fehopra 1993}. 
Thi$ ‘disproportionate' high tate of growth 
of ICHl was possible due to the strong thrust 
by the government for computerisation, 
reduction in cost of computers, and easier 
availability of hardware options and 
software solutions as a consequence of 
NCP. Plan outlay lor the department of 
electronics had been increased .about 2 } 
times compated to sixth plan outlay In 
contrast, for .steel, petrochcmaals, 
fertilisers, and agriculture the outlay had 
increased by 37.69, 7 81, 1.6 and 48 8 pei 
cent respcitively (Haiulbonk of Industrial 
Statistics IvHi)) This establishes (he 
concern of the government to give greater 
impetus to the electronics sector at large, 
of which ICMI was one component 

The new computer policy o( .November 
1984 thus had .) significant impact on the 
evolution of ICHI (KarkianclCameron 19'* l|. 
The impact of NCP was essentially in two 
ways. First, it made possible lor ICHI to be 
latched with the global computer industry 
by allowing tree access to tcchnologv and 
components. .Second, it induced and attracted 
a l.arge number ol enterprises in the ICHI 
(old which led to competition resulting in 
easier avail.ability of computer solutions at 
lower co.sts 

CoNC’l t SIUNS 

India embarked on a wide-ianging 
initiative lo liberalise its economy by 
reducing i oiur.ils on entry and opcialien of 
ciiterpi iscs, hesitantly in mid-1980s and quite 
vigorously since 1991 The initiatives since 
1991 are also aimed at globalising Indian 
economy - removing non-taril I barriers and 
ri’ducing tanfl barriers on import loi most 
ol the tcchnologie.s and panJiicts. and freer 
entry ol multinationals. There is a perceptible 
shift 111 the role of government from ‘doer- 
controller' to ‘facilitator-intervenor’ of the 
industry. Due. lo change in premi.se about 
the role of the government vis-a- vis industry, 
lype, magnitude, implementing approach, 
timing of public policy initiatives is altered 
Therefore expcnence of computer hardware 
industry in which government role was tif 
facilitalor-mtervcnor'. can hold important 
lessons in policy initiatives in the future. 

The key objective of industry-related 
policies of the government in liberalised- 
globalised economic environment is to help 
develop globally competitive indu.strics. 
Roots of globally competitive industries are 
at multiple levels - enterprise, indu.stry, 
infrastructure, health of social .sector, i e, 
education [Porter 19911. Government policy 
would need to help improve these ‘roots’ for 
the evolution of globally competitive 
industries. Being globally competitive is the 
key objective, as in the emerging world 
scenario it would be difficult for any industry 
m any country to “hide behind tariff or lion- 
tariff walls for totig". 
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: iwme of the key lessonti which emerge 
from system analysis of ICHI. for policy 
imtialivos of the government are. 

‘Mign’ policy initiative with corporate 
Strategies and competencies: The New 
Computer Policy released the potential ot 
private sector enterprises by allowing freer 
access to technology and components not 
available in India. Computer technology is 
complex and very fa.si developing, so that 
no single company or nation in the world 
(barring the I'S to some extent, but there 
too. no single cntcrpri.se) has been able to 
keep pace with the technology alone. 
Government policies before 1984 hindered 
coiTiputei developments and expansion, by 
insisting on indigenous development. Indian 
enterprises despite some valiant efforts ot 
ECIL and HCL could never expect to keep 
pace with world with indigenous 
developments. It was prohibit!vely expensive 
if not impossible Instead Indian private 
sector enterprises had competencies in 
supporting the latest technology and 
products, in developing customised user 
applications, and m reaching large .and small 
customers ihroughoui the country. NCP was 
successi'iil as it removed the restrictions and 
allowed Indian companies to use then' 
competencies to the fullest. 

Facilitate domcsiK competition: NCP 
“Allowed ireer entry of enterprises into ICHI, 
and many enterprises could enter as capital 
requirements were small and skilled 
managerial resources were available. ICHI 
had become highly eompcliti ve by late 1980s. 
This led to several advantages: due to lough 
competition the enterprises increased reach 
to smaller towns and to smaller customers, 
bringing about wider availability ol 
computer, while trying to beat competitors 
enterprises started a race to introduce the 
latest computers, so that the technology gap 
rapidly reduced to almost zero by 1990; due 
lo competition the prices in real terms started 
reducing in real terms, so that by 1990 the 
difference m price of computers in India and 
abroad was very small 

‘Align’ with global industrial 
developments: NCP allowed for alignment 
of computer technology in India with the 
world. Technology developments have their 
own logic depending on invention, 
availability of markets, etc Global 
integration is the premise of national 
economies in future. Long-term benefits to 
the nation of a government Initiative would 
be signilicantly dependent on its impact to 
bring about Indian industry to global levels 
- in technological sophistication and 
efficiency. 

Consistency with other government 
policies NCP in some ways had sonic 
inconsistencies - with the thrust on 
indigenous technology, development of 
technology and industrial policies. But due 
to. exUaoidinary focus on computerisation 


led by prime minister Rajiv Gandhi, 
apparently NCPoveirodc provisions of other 
policies. Fortunately the inconsistencies of 
government policies did not have adverse 
elteci on computer hardware industry. But 
It can have a crippling effect on some 
government initiatives. 

Focus government efforts on infrastructure 
creation: As evident from systems analysis 
evolution of ICHI was strongly aided by the 
government thrust on computer usage by the 
departments, investments m INDONET and 
NIC, spread of computer literacy and 
establishment of computer training 
institutions. .Such m vestments could be made 
only by the government, and w'hich led to 
development of specialised skills in the 
country These skills, which are the principal 
factors of knowledge-based industries, would 
stand in good stead for future evolution ol 
computer industry m India. 

Promote specialised and sustained 
investments; This has been the weakness of 
NCP, Computer industry enterprises in 
general spent little on research and 
development during 1984-1990 period. 
Some of the investments which could have 
been made on creating facilities and skills 
for intenialisation/adaptution of core and 
peripheral technologies gel into the forefront 
of technology development for some 
components or processes, taster development 
of indigenous .sources for parts (done on 
fewer components and for very slowly). 
Some like Wipro Infotcch which made such 
investments reaped rich rewards, and many 
others like Pertcch Computeis Limited 
realised the need by 1990. But creation of 
specialised skills by promoting investments 
by enforcement or incentives should be an 
important component of policy initiatives, 
to reap advantages of globalisation alter 
.achieving it. 

(The view s cx pressed here arc ihusc of itie authors 
and not ol ihe nrg.misations lo which they belong ] 
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Foreign Collaborations and Industrial R and D 

in Developing Countries 

Case of Indian Automobile Ancillary Industry 

P K Chugan 

\n invrsiifidtion af' Ihe fat. tors related to torei^n ti i hnolofiv vis-a vis their role in determining! the firm s 
df \ elopmeiit, adaptation and ahsorptton (l)AAi eapahilitie\ reveals that while the number of foreinn 
eollahoiatioit agrceiiieiits (FCAI and (oreif!it e<itiit\ do inihtenee DAA i apahilities, the impat t is limited: for. olhei 
U i hiiolo}>\ transfer telated factors resiiu t the finn \ freedom to operate in a manner it deems fit. A coniparative 
analysis of hCA and noit-FCA units induaies that in spite of weaker R and I) base, the non-FCA units spend 
more on R and f) in relative terms and develop/adapt larfter numbers of products than the former 


MOST studic.'i in the pusi have conccniMtod 
on an exantinalion ol the nature ol 
jtovcrnmenl research and its utilisation in 
developing countries Expciiencc has 
shown that the extent of government 
R and D ulilised by industry is very small 
(Desai 1981); Alani 1984], and it is 
becoming increasingly clear that for any 
signiticani improvement in the technological 
capahihiics ol Indian firms, R and D will 
need lo be mainlv done within the firm 
jAlani l9K8a.l48J. 

The R and D thrust of indu.strial units in 
developing countries, however, basically lies 
with their abilitics/capabilities to develop 
and adapt the product/process and absorb the 
technology obtained from elsewhere in the 
shortest possible timeThere arc. however, 
a number of factors such as si^e of a liini. 
Its R and D facilities, its inward or outward 
looking orientation, its experience through 
learning by doing, its access lo loreign 
technology and the interest or active 
involvement of its foreign partners in its 
R and D activities vts-a-\i.s its access to 
collaborator’s R and D departments, its level 
of average wagcs/.salarics, its prolliability 
thiough R and D activities, the nature or 
technical aspects of the products manu- 
laetured, its knowledge about the R .md D 
infrasiructure/facilitics available outside its 
own premises, the restrictions and iheir 
effectiveness as stipulated in FCAs with 
respect to modifications/improvements in 
product design, use of raw materials, 
machinery and equipment and further transler 
ol technology, etc, which determines the 
lirm’s capabilities, in this regard. The 
significance of these factors and their 
impact on development, adaptation and 
.l••'sorption (DAA) capabilities, however, 
diller from firm to lirm becau.se they 
iclaie to the specilied tirms and arc lirm 
specific. An earlier regression analysis 
tOLS) based on the data of 75 units 
manufacturing automotive comptincnts 
suggest that the si/e, age. number of 
oreign collahoraiions, foreign equity. 


highly -paid employees, net prolit/loss and 
the manulactiiring ol critical cumponents 
etc. influence the firm’s DAA capabilnie.s/ 
elloris positively. Si/e .md age s.iri.ibles. 
however, mav not have desired impact on 
DAA capabilities ot sm.ill units', bccau.se 
their coeflicicnts though positive, 
stalislicaliy are instg’iiltcanl. But these 
co-eliictents arc signilicant for the laige 
units and thcefoie, aie expected to 
influencetheii DAA capacities positii ely. 
Export perlormance though has a positive 
impact i.'n the DAA capabilities of small 
units, the negative significant relation for 
Jarge units as well as the industry :is a 
whole reveals that the export orientation 
has rathei reduced their capacities' 

As the purfiosc of this studv is to iiivcsti- 
g.ite the facioi s related to foreigii technology 
vts-a-vis their lole in Jciormining the firm’s 
D/\A capabilities, we re.strici our analysis 
to those l.iciors which .ue linked with the 
technology import/li.insler These factors 
may be catcgori.sed its ctimmon factors’, 
VIZ. the (actors that arc relevant lor both units 
III the loreign coll.iboraiion agreement (FCA) 
and without loicigncollaboralioii agreement 
inon-FCA) and the technology transler 
related (actors' which relate to the units 
only. While the common l.iclois provide a 
comparative picture with lospcctfodillerent 
factors in the group ol FCA and non-FCA 
units, the technology-specific factors directly 
highlight the role ot foreign technology- 
related factors in determining the DAA 
capabilities ol FC.A units. Wc start our 
analysis with the ’common factors’ which 
will be followed by ’technology-specific 
factors’. 

Common Fsrroas 

As mentioned above these I actors are 
common lor FCA and non-FCA units, and 
arc, therefore, a good source of 
information for the inter-firmcomparisons 
in respect of variables such as R and D 
expenditure, no ol samples developed/ 
adapted, the awareness ot R and D related 


institutional infi.istructurc and I's 
activities including iiianpower, ilie 
(Icsignaiion/posilionol R and Dcliief. the 
latio of imported equipment/in.ichinery 
to indigenous equipmeni/niav him ly in R 
and D, etc. An.ilysis of these \anablcs, 
foi the l-f’A .ind iioii-l'CA units is being 
attempled in the lollowing p.ii.is, 

R and I) FspendiluK 

The d.ita or. R and D expenditure for both 
the groups ol units arc .shown in Table I 

We may tuilice from the above data that 
FCA unuts, in absoliile terms spend more 
on R and D aciivities than the non-FCA 
uii'is 7’he largest expendituie amongst 
the units ol study has been found 
Ks 170 lakh in FCA group and Rs 80 
lakh in non FCA group. Fhc average 
absolute expend.tuiejpffs been Rs 52 lakh 
and Rs IS lakh by FCA and non-FCA 
groups respectively The lowest spending 
in F'CA units is Rs 0 .SO lakhs and that 
lor noii-ICA units is Rs S,()()0 The 
R aiul D spending in relative terms, e g. 
as a ratio ol sales turnover, however, has 
been loiind higher in non-FCA units than 
the I'CA units both in small as well as in 
medium/large units. Fhe average spending 
on R and D (per cent to sales) is nearly • 
per cent (0.96) in non-FCA units as against 
0.7.'1 per cent of FCA units. 

It, thus, appears that the F'CA units have 
more resources at their disposal for R and 
D. in absolute terms, hut their spending 
IS less as a ratio of sales turn over than 
those of non-FCA units. We, however 
cannot rely on the R and D spending 
alone, because these data do not capture 
the other form of technological activities 
such as production enpnceriiig. Ic.irning 
by lining, quality control, troubleshooting- 
miscellaneous marginal/incremenial 
efforts, etc, of small units.' Moreover, 
these ligures .ire expected to be inflatc>l 
as they are shown in the accounts l<>.' 
obtaining tax exemption benefits urfered 
by the government. 



l‘roAuct beveUipmtni/Adaptation 

We may observe from the Table 2. that 
the credit of devcloping/iidapting the 
maximum number of samples goes to non- 
FCA units. In the given period, these 
units developed/adapted ^06 sampies, i c, 
on an average six samples per unit. The 
largest number of samples developed/ 
adapted by any single unit in this group 
IS 25 and the lowest is nil. The FCA units 
on the other hund’developcd 1 52 .samples, 
i e. on an average four samples by n unit 
with a maximum 20 and minimum two 
samples. . 

The inter-firm comparison with respect 
to product development/adaptation work 
of FCA and non-FCA units indicates the 
better performance of the latter group 
This, however, cannot be taken as 
conclusion, because the number of samples 
developed/adapted alone do not rctlect 
the actual DAA performance as they do 
not highlight the quality and the value of 
work performed. A suiall unit may huve 
developed a number of small and simple 
or non critical samples more frequently 
and quickly while the other unit may 
require a longer period and more resources 
for developing only one or a few difficult 
or critical samples. 

/{and D FuciUties/lnfrastruclute 

The data on in-house R and 0 lacilities 
such as an independent R and D section, 
average mmibcrof|)crsonncl, position of the 
chief and the availability of indigenous or 
imported equipment arc given in Table 3. 

R and D Seciiort » 

Almost each unit in FCA group has a 
formal R and D section or atleast an 
independent quality control department In 
the non-FCA group, however, onl v 37 units. 

1 u. 12.55 per cent had an inde(vendcnt R and 
D. For both the groups, almost every unit 
has a quality control departmeni/in.spectiun 
section/product performance centre, etc. as 
a part of their R and D sections which are 
under the supervision of the R and D chief. 

R and D Personnel 

The numlier of R and D personnel in 
absolute terms as well as a ratio to total 
employees has been found higher in FCA 
units than the non-FCA units. In FCA 
units, on an average, there are 29 R and 
0 employees as against only 14 employees 
in non-FCA units. Similarly more than 
three persons over 100 workers are 
employed in FCA units than those of 
more than one in non-FCA units. One of 
the main reasons of low ratio in non-FCA 
units is because of their small size, they . 
depend upon others for their R and D 
requlremenik so as to meet their adhoc 
nature of devclopment/adapiation work. 


Siatiis'tf k and D . 

As per Gumaste (1958:82) the status of 
R and D chief in corporate hi^archy of a 
unit has an impact on the quality of R and 
D work done. If a fairly high status is 
accorded to him, his ego is satisfied and this 
has an impact on R and D work. Also wlien 
R and D chief has a rea.sonably high status, 
the communication between him and his unit 
and the No I of the concern, and interface 
with the rest of the departments in the concern 
improves va.stly. Since optimum flow of 
management information has an important 
bearing on the health and growth of the firm, 
good communication between the chief of 
R and D und the heads of different 
depanments would greatly affect the fmaflciat 
fortunes of the firm, particularly in the long 
run. On the other hand, if R and D is 
considered to K* of mere decorative Or 
cosmetic value (mostly to gam a number of 
fiscal iind other concessions) to the unit, the 
R and D chicl would be obviously a low 
ranking man. It follows that if a unit wants 
to take up R and D with seriousness and 
wants to conirihutc to the unit' s growth, then 
It will accord a fairly senior position to the 
R und D chief. ' i 

The status for R and D chiefs in the FCA 
units were better than in the non-FCA 
units. Over 21 per cent units in this group 
accorded second position to the R and D 
chief and over 30 per cent the third 
position These percentages for non-FCA 
units stpod at about 10 per cent and 21 
per cent respectively. In the units where 
R and D chief occupied second positions, 
they report directly to the head of the 
units generally the chairman or managing 
director. There arc, however, at least one 
or two more positions (channels) to he 
reported, where R and 0 chief occupied 
The position’ at third or fourth level 
The status of R and D chiefs in the units 
under study have been found almost at the 
same levels as in the findings of Gumaste 
(1988:82) and do not differ even with those 
observed in developed countries. In 
Gumaste's words, the status of R and D 
persons in advanced countries such as the 
US and the UK i.s much'the same as in 
India. Waliff (1979) and Gunz (1980) 
speaking on the status of R and D person-o 
in the US and the UK bemoan iho same 
Tow status' and 'second-class-citizenship' 
in those countries as well. The po.sition 
of R and D chief, however, reveals a 
firm’s rc'ponsivcncss, awareness and its 
attitude towards the technological 
dynamism and the position of R and O 
chiefs in our study is found beiicr in 
FCA unii.s than those of non-FCA unit.s. 
We. thea'Iure, expect these units to exhibit 
a comp.irativcly rich technological 
dynamism leading to quick development 
adaptation and absorption work 


AvailahiUty of R attd ti 

Equiiment 

Argument.' .iie advanced lor use ol the 
imported equipment for their better quality 
and accurac) etc. These equipment, in 
general, are preferred to indigenous 
equipment available m developing countries.' 
The ratios of foreign made machinery and 
equipment to the indigenous maehincis and 
equipment, therefoic, have been worked out 
for both the FCA and non-FCA units, a' 
given in Table .1. 

All umis of the study have at lca.si some 
proportion oi' indigenous machinery/ 
equipment. Theraliuol'imported indigenous 
equipment and machinery, however, has 
been found higher in FCA units lliun the 
non-FCA units. In FCA gmup, nearly 9 per 
cent units have 80 per ceni imported 
equipment as again.st no unit in the non-FCA 
group. On the other hand, ihcre arc over 37 
per cent units in non-FCA group thai 
reported 100 per cent indigenou.s 
equipment us against no unit in FCA gioup. 
Between these two ranges, the S();50 ratio 
of foreign equipment to indigenous 
equipment lias been reported by 1 5 per cent 
and 6 per cent units in FCA and non-FCA 
groups respectively. In FCA group 13 
units of over 39 per cent, have foreign 
equipment more than S(} per cent as 
against only four units, i e, 7.84 per cent 
ol non-FCA group. The eomparativc 
observations, thus dearly highlight that 
the FCA units having higher proportions 
of imported R und D cqiiipmcm than the 
non-FCA units and therdore appears to 
be more quality/accuracy conscious of 
their DAA work. 


Tabll I. R AM) D Evt-rNancar is FCA 
AND Non-FCA Units 

R\ Uikli 


R and D Expenditure 

FCA 

Unas 

Non-FCA 

Units 

Maximum 

I70.(K) 

80.00 

Minimum 

0..S0 

0.05 

Average 

.ta (8) 

15.00 

Herccniage o( .Sales 

0 7.a 

0 96 

Pcrceniagc o> Sales in 



small units 

0 75 

0 84 

Ferceniuge of .Sales in 



large/medium simJ units 

0.71 

0 99 


rABLC 2: PBOIIOI r DEveLOPMI-NT/Al>APIAT|f)S 

BY FCA AND Non-FCA Units 

Ni>\ 


Somples Developed/ 
Adapted 

FCA 

Unas 

Non-FCA 

l.inils 

Maximum 

20 

25 

Minimum 

*> 

- 

Average 

4 

6 

Average (small iiniis) 

2 

4 

Average (medium/l.irge unas) 4 

t 








A wareness oflnstimioiuil R and D Support 

Besides, a (irm's own R ,ind Dclldrts and 
the available in-house R and D infraMructure 
including inanpowet- and equipment, its 
knowledgc/awarcness .iboiii the institutional 
R and D laciliiies in .1 partieulai region and 
country is equallv iinponani The scrsires 
provided by the saiiuus R and 0 insiitutions 
are not lirni specific, bui gencially. are 
available 10 all ilieiiiiii son die uniform lemi.s 
,ind conditions, paymenl etc, and 11 is the 
unit iiu|iie.sti>in that hash)avail iheirsei vices 
as per its kium ledge/awareness aboui diem 
We. iherelme. aiiempted by putting es en the 
vciy diKM question 10 the reprcsentatnes 
mtciviessid .ibotit their awareness ot such 
R and D institutional set-ups at national, 
stale and district level The relevant data on 
this lield III mforniation .irc shown in the 
Table 4 

It IS evident trom the Tabic that about 82 
per cent units in FCA group .irc luHy awaic 
and remaining 18 per cent aie partly aware 
ot the R and D institutions relevant to then 
product range. In the non R’A gioiip the 
corresponding pcicentagcs are and 

2d.41 respectively The awareness at the 
stale 01 district level is even more in both 
the gioups. but here again the FCA units arc 
moie aware than the non-FCA units The 
utilisation ol then services, however, has not 
been reported widely Particularly in FCA 
group only .^3.J3 per cent units rcpoiied to 
have utilised their services at least once or 
twice. The limited uiili.sation of their services 
by FCA units isattiibutcd mainly lodclavcd 
and un.satisiac’lory results Moicovcr. ihc.se 
units prclerred. m general, to make u.se ol 
their own in-house R and D sources even 
by acquinng the additional/new equipment 
eithei troin abroad or locally il available 
The leprescntatives informed that the in- 
house R and D suits them more as their R 
and Dactiviiies are primarily directed towards 
ilu adapialion, absorption and development 
rclaied |obs which can be carried out more 
s[h.*alily and Iruiilully intheirown premises ' 

.Small, non-FCA units, which m general 
have wcakei R and O base, however, have 
been utilising the servicosol instituiiunal set 
ups more Irequcntly, .Some SSI units even 
do not have then own well developed tool 
rooms and lot their tooling needs \ cry often 
go lor these services Theretore the need lor 
setting up ihe well organised commercial 
tool looms l()i manulacluimg vaiious types 
ol dies, moulds, |igs and liMures. etc. has 
been instilled by iheindusiiy lepiesentatives 
in a privaic secioi so as to get better and 
quick icsiilis 

While coiiiinciiling on llie services ot 
institutions (Table 41 , ovei 34 per cent units 
in FCA gniup and 40 per cent units in non- 
FCAgroupdesciibedlhcmasnol salislacloiy 
Two F('A units. 1 e over 18 per c#u called 
them good lor some specilic needs only and 


for the remaining three FCA ui 
per cent thc.se were just satisfactory. In non- 
FCA units, 60 per cent units described these 
services either satisfactory (36.67 per cent) 
or good (16 66 per cent) or very good (6 67 
pcrceniy. h is thus evident from the data as 
analv.sed m Table 4 lliat the non-F-C A units 
have availed ihe services of R and D 
inslitulioiis more Iruiifully though there is 
a cimsiderablc .scope to improve their 
serv ices. 7 hey need to be strengthened 
fiiiiner Moreover, there is a great need to 
sei up sophistRaicd eoinmercial tool rooms 
II! pin ate sector. 

Thus, the aboveanalysisolcoininon factors 
reluicd to R and D base and efforts with 
respect to FC A and non-FCA units highlights 
dial the R and D ccpendilurc in absoluic 
teims, R and D base in terms ol independent 
K and D/qualiiy control departments: 
average manpower both in absolute terms 
as well as u percentage of total employees; 
status of R and D chiefs, ratio of foreign 
cquiprnenl to indigenous equipment for 
R and D piiipose, gcneial awaieness ol 
R .ind D insii(ution.s. etc, is highci/betlei 
in FC A units than those ol non-FC'.A units 
On the other hand non-FCA units incur 
more R and D e.xpcndiluie m leiative 
terms. 1 c. as a percentage ot their total 
sales, generally use higher propciriions 
of indigenous equipment in R and D and 
utilise more services ol R and D 
insiitution.s/orgamsations In spite of 
having a comparaiivcly weaker R and D 
base; non FC \ units on an average 
develop/adapi moreprodiici (in numbers) 
than the FCA units 

Since, Ihe (jUrdiiy (>1 R and D woik done 
is not rencctcd hy the above analysi.s. any 
Inin comment on the comparative 
pertormanec of FCA and non-FCA units 
may bo misleading until turthcr analysis 


with rc.spect Jo qa'illtariVe 
quantitative data is cat tied out. We now 
attempt to analyse the variables which are 
related to, IT A units. 

Fwikfign Ip.chnoloov Su c’ihc Fvctor.s 

Leav mg aside the non-FC.A units, we now 
analyse ihe las tors that are directly related 
to foreign technology and affect the FCA 
unit’s R and D performance and behaviour. 
These factors may be grouped asquaniiltabic 
factors and qualitative laclors. To begin with, 
we analyse the quantifiable lactors. 

Quamifiahle hm tor'. 

0 

( 1 ) Nitmhei of Foreign Colhihortinon 
Ajireeinents iFCAsl. It is a proxy lo the 
extent of knowledgcunponedand represents 
in general, thea.ssiinilationanddiversilic aiioi) 
capacities of the units ol the study 

(il) Foreign F(put\ PurttcipuUon IFF)' 
This variable represents the equity 
participation 01 share ol the technology 
supplier and the active inM'lvemcnt ot 
technology supplier in day lo day operation 
of the plant as well as its futuio growth 
either directly or indirectly alfceting 
linn’s Rand D behaviour and absorption 
capacities II inlluciices the willingness of 
teclniology supplierlo undertake adaptation 
10 the loial needs through its own 01 its 
atfiliate's technological capacities, 
managerial skills, R and D le.sources, etc, 
and be instrumental in promoimg DA A ol 
local enterprise. Caves (Id82: 1%) writes 
that just as R and D prointneN loreign 
investment it is possible that foreign 
investment piomotes R and D 

These two factors have been used as the 
cxpianaioiv vaiiahlcs and their statistical 
iclaiionship with R and D expenditure has 
been ic.stcd stalisiically We hypothesise the 
lollowing relations, here lust 


T.cmi In H'icsi R and P rAnmiis i.n FCA \m> No.si FCA Umis 


R and P Facilities 



FCA Cnils 

Non-FCA Unit' 

a 

Indpcndeiu K and P .Section 

Nos 



17 

H 

Average No ol U and P 
personnels 

Nos 


2y 

14 

c 

Ratio ol R and P personnel-, 
and total eniployee.s 

Per Cent 


.1.17 

1.67 

d 

,Slants ol R and P duel. 1 e, hi.s 






rank in hieiarchy 



1' 



Ranks 



Nos/Per cent 


Isi 



- 

- 


lind 



7 (2F2I) 

S (9.80) 


lllul 



10(10.10) 

ll(2I..S6) 


IVih or helow 



16(48 48) 

1.S(6« 61) 

c 

Ratio ol Foieign Uninpinent 
(FE) lo Inilivenous Equipment (IE) 
(11 .All Fb 



nil 

* nil 


(111 SO FE and ;■(; IE 



1 (V.OO) 

ml 


(nil M)FEand401E 



S(I.S.IS) 

1(1 96) 


(isi SO FE and SO IE 



.SIFS.FSI 

1 (.S 88) 


(*l 40 FE and 60 IE 



10(10.10) 

8(I.S69) 


(VI) 20 FE and 80 IE 



I0(.1«l..10) 

20(19.22) 


(vii) All IE . 



nil 

19 (.17.25) 


M-KK) 


Economic and ^ 




(iy Number of Foreign Collaboraiton 
Agreements (FCAs}: We expect its positive 
relationship with R and D because: 

- the foreign collaboration and technology 
transfer in general, is a source of various 
inputs that, determines the R and D 
behaviour of a local firm The greater the 
number of licences the firm attracted the 
more It is diversified and with the greater 
degree of experience gained through 
a.ssimilating ^nd adapting the number ot 
technologies, able to develop and adapt 
new/improved priHlucts more quickly and 
efficiently. 

- the experience gained thiough many 
technologies enables it to bargain bettei 
terms for R and D in the subsequent 
transfers of technology thereby increasing 
the absorption capacity of that firm. In 
other words, increased mastery resulted 
from the use ol previously established 
technologies contributes to firm'scapacity 
for undertaking higher R and U activities. 
Alain( 198R:3.‘i-26) writes that inthc hid Kill 
context iluTc is some indication that with 
'increase in the exper'ente and 
technologic.il competence ol the Indian 
firms over time the iiieideucc and extent 
Ot adoption ot ini|)oricd technology has 
increa.sed Finns who went loi then lust 
collaboration in the late I95()s and the 
curl V I Vbtis were reporledly not competent 
10 inodity the imporied lechr.ologv 
Howesei. in iheir coltahoraiions m the 
latei >f.us (espi'cially since ihv |07i)s, 
they were -ihle lo miiodiice iinpoitani 
adapt.ilions 

There aie. however souk aiguinents in 
Ihe liieiaiuie le.iinsi ilie .ibove h\(ioihesis 
.md the relaiioiiship may also be loaiul eiihci 
negative oi msigiiilicam For illustiation 
Ihe createi e.vposuie to the ’iiiinhei ol 
technologies m.iv not neiessarily lead to the 
grs'aier lechiu-logual master, and henelit 
thek and Dol an enieiprise. Much depends 
upon ihc terms .irid conditions and iheaciual 
application ol the resiriciivc practices'' 
Siihrahm.mian's (1972) and Mann's (1982) 
studies report theclau.ses in FCAs lestricting 
ihctechnology impoitersto mi'dily/iniprovc 
the original design or spei'ificaiions. 

Solol I9(i6)disimguished three Icvel.s with 
regard to hH’al adaptation. The imported 
equipment and process designed and applied 
in the context of developed comilry's 
environment lequirc on the spot adjustment 
to suit the ItKdl conditions. This is the first 
level of adaptation An equipment and 
technique embodies a corpus of knowledge 
The mastery of that knowledge and its use 
m designing new mechanism and technique 
must appropriate to solve the local problem 
IS the second level of adaptation. T'bc third 
level ot adaptation is the basic research to 
produce further knowledge and mastery of 


technology ’ s very mechanisms for adaptation 
and further advance., Kumar (1985) writes 
(hat the practice of restrictive clauses 
prevents local adaptation of the first and 
second levels and retards assimilation ot 
imported know-how. Moreover, the 
• reluctance of technology suppliers to impart 
the needed and necessary inputs, assistance 
and technical know-why aspects for the 
efficient adaptation and assimilation has 
been a dctemiincntal factor, which diluie.s 
our hypothesis The available evidence’ 
indicates that the technology .suppliers 
have shown little interest in building up 
the efficient R and D.s of their counterparts 
lor an eileclive and speedy absorption. 

Farther the tcchnoiogy suppliers have 
strong pretei'cnces tor locating such 
hicililics :ii hoitie or m other developed 
countries and foi conccnirating on the 
kinds ol produci and procc.s.s appiopriale 
to their own needs rather than to developing 
countries |Dcn 19X6' 52], The evidence 
IGeIrmidis 1977, l'\' 197.T OliCD 19811 
mJicates that MN( s geiicnilly loeaic ihcir 
research '.vork in their home couniries, Ic.ss 
in other Llcselopccl eiipitalKst world and 
almost nothing in the undei developed 
countries As per Kumar (1991; ’83), 
other (lungs being the same fiims 
following iion-price rivalry (.MNEs) arc 
cxpceied to spend more on R and D activity 
While ihis may be true ol global operations 
ol .M.\F.s eompaied to puielv national 
linns, ii may not be the case with 
indi vidual MNE altihates and their local 
counterparts This is because MNEs tend 
III v'oneentrate most ot their R and D activity 
near tlicir heudquaiters. given its strategic' 
imporiance tor (heir global (»peration.s 

III) hiiaign Fiiuity thii): Wc expect 
positive relationship between loicign equity 
and R .inJ D because 


invidive thentsclves more if ihi»ir 
profitability ftom the project is linked on 
a long-term basis. Balasubramanyam 
1 1973.2.5) writes that itisconccivabic that 
the technical involvement of the Idreign 
firm IS relatively higher when they have 
a stake in theprofitabtlity of the operations. 
If the intentions of foreign firms were lo 
reinvest then profits and increase their 
holdings in the local firms, their concern 
about the success of Ihe venture would be 
greater. 

- The rich managerial skill, acomparatively 
larger size, ability of be.iring higher 
risks, sophisticated equipment and latest 
and updated tcchnulogical ba.se with 
the collaborator's support is expected 
lo iniiucc the firms to undertake more 
adaptations to the localcoiiditions. Lall 
1 198.1: finds the positive 

el feet of loieign equity on R and Dand 
wines that the foreign management may 
be more responsive m lechnic,fi 
oppoitumties than local and I'onclndes 
that the foreign ownership proinoies 
R and D. Caves 1 1982.196) also writes 
ihat just ,is R and D promotes Idreign 
investment it is possible that the foreign 
investment promotes R and D 
Likewise Ihe number of FCAs. (hcic arc 
also rca.sons which may citliei invalidate or 
dilute our hypothesis ol loieign equity 
paiticipation bccuu.se some of the available 
evidence* suggests that the foreign controlled 
firms were less concerned ahoui the 
adaptation and absorption than their liK'al 
counterpans. In Kumar's words (1989:4) 
there may be .several compelling icasotis for 
a local lirm to undert.ike K and D f-’or 
m.stunee unlike MNEs a local lirm does not 
enjoy the eonlinuous access lo laboralonc.s 
ol Ihe parent liim abioad, fhe local finn 
which obtains tevhnology irom abroad on 
licensing basis may be forced to uinJcriakc 


lsai.1.4 Awakimssoi I.nsiiotionai. R vw D .Swi'ori 


Instiiuiiomil K anJ 1) .Suppoit 

... FCAjjjaas 

Non-FCA Units 


No.s 

(Per f.cnii 

Nos 

(Per Cent) 

1 O. iwial Awareness ol R and 1> 


- 



liMitulums 





■ (.0 National level 





Fully awiue 

27 

(81 81) 

!6 

(■’0 S9l 

Partly aware 

6 

(18 18) 

15 

(2941) 

(bi .Stale/distnei level 





Fully aware 

to 

(90.91) 

40 

(78 4.1) 

Partly aware 

.1 

(9,09) 

II 

(21 57) 

2 I'lilisaiion of R and U services 





provided hy such inslitutinns 





(. 1 ) Yes 

II 

(3.’ 1.1) 

.10 

(58 8.1, 

(b) No 

22 

(66 67) 

21 

(d 17) 

t C'oinincnt on their services, if availed 





Iji Kxcelleni 

- 

- 



(bl Very good 

- 

- 

2 

(6 67) 

(e 1 Good 

2 

(18 18) 

s 

(16 66) 

(d' Saiisfaciory 

.s 

(27 ?7) 

11 

(16 67) 

lei Not satisfacioiy 

6 

(.54 !M) 

12 

(to 00) 



26, 1995 

'o.O)]-'' V 
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R and D to absorb, adapt and modernise the 
technology The fixed life span (usually live 
to seven years) of FTCs and restrictions 
placed by the Indian government on theii 
renewals may make the licensees anxious to 
absorb the technology during the life of 
collaboration agreement. Hence, the local 
firm could exhibit a tendency to spend a 
greatet proportion of their income on 
R and D than their foreign atfiliaied 
counlerpans Foreign atliliates or controlled 
llrnis however, are not dependent upon ihcir 
parent companies tor the intlow ol laiest 
development and their R and D activity 
generally coniines only to mtnoi pioduct 
moditlcations, law material substitution, cic. 

The evidences gathered by Kumar' iyK5) 
indicate that the coni.ributioh of technology 
iinporis to the local technological capahiliiy 
building has been rather limited. The limiting 
faciors have been the reluctance on the part 
of the foieign technology suppliers to part 
with the capabilities required for cfl.icicni 
adaptation and ab.sorption. by restricting ihc 
ability ol the technology importers lo make 
independent technology choices, blocking 
the way of horizontal diffusion and 
a.ssimilution and absorption of the imported 
technologies, by neglecting the R and D 
activity and sometimes even by .ictivciy 
hindering the innovative activity of local 
firm. Ol the modes of technology imports, 
foreign direct investment (FDD .seems U' be 
a less efficient way of import ol local 
technological Ctapabiliiy building because 
foreign ownership and conirol perpetuuics 
the dependence ol the local enterprise on 
foreign sources and discouiagcs the 
iiutonoinous technological capahiliiy 
building Kumar (1987:231) found ihc FDI 
negatively as.ssK'iated with R and D intensity. 

In spite ol some evidence coniradicling 
our hypothesis in re.spect of number ol FC As 
as well as for foreign equity panicipuiion. 
as cited ,ibove. wc expect our hypothesis lo 
come up as expected, because an earlier 
regression analysis on deicrminunis of 
lechnological development, based on the 
data collected for the present study (with 75 
ob.servaiions of 26 FCA and 49 non-FCA 
units) has given the expected results |lor 
details .sec Chugan 1991a; 1993a). The 
siaiistical exercise which follows is 
confined to the above two variables only, 
with ihe larger ob.servations of a size of 
33 FCA uniis. 

V = f (FCAs, FE) 

wheie. Y = Formal Rand Dcxpendiiurc 
deflated by sales 

FCA = Number of FCAs 

FE = Foreign Equity participalion 

Y =-1.013 + 0.521 FCA 

(1.819) 

+ 0139 FE 
(1.699) 

N = 33 R* = 0 20, R' = 0 15. 

F = 3.38 


f 

The coefficients for both the explanatory 
variables are positive and signilicant (at 5 
per cent) but value of R-/R- is considerably 
low. Tlic value of F is significant at 5 per 
cent level. This means not more than 15-20 
per cent variations in R and 0 arc as a result 
ol foreign technology The icmuining 80-85 
pci com vanations arc caused by the other 
factors which dcterniuu. a lirm's R and D 
capuhiliiics. The .statistical cxcrci.se thus 
reveals positive but rather very weak iiiipact 
of lorcigr. technology on the firm's R and 
D building capacities 

Qualnalivt' h'ticwrs 

The information on qualitaiivc fuciurs has 
been obtained and analysed in icspeci of six 
questions as .shown in Table 5. 

A, cey\ lo Colluhonilnrs ‘ R oiul D Faciliiu .v 

Tne first qualilaiive factoral'lectinga firm's 
DAA capabilities could be iclatcd lo its 
access lo R and D scction.s/departmcnts of 
Us lorcign (parent) counicrpurts As per Mann 


(1982:96:, tec Kmrlogy sut))dim, so faf. hove 
been .so con.scMoiis of the paramount need for 
maintaining secrecy thai they did noi easily 
impart the ifeccssury miming to the Indian 
personnel. They conducicd tliemscives in u 
very cautious manner and denied facilities 
lo their Indian counterparts to become 
lainiliai with Ihc intricate machinery they 
operated. No'inally, this policy of ihcir was 
implied in their coliaboiuiion agii'eincnis 
While iinuly.sing the contents ol Ft'As with 
West (lerniany. France. Italy. Denmark and 
lapan. Dcsai (|9HK'42.^) stales lluii 
technicians m vit to India were not embodied 
in halt of the agreomenis, and Indian 
technicians visit to icclinology supplici s were 
similarly included in only half ol Ihe 
ngre'emenis. .Access to iuhomtoi icsaiidilesign 
oft ices was not provided for in half the 
agrceiiicnls |hIso see Dcsai l9H8a.23). In 
FCAs group 18 units of the prc.seni study, 
i c. 54.55 (icr cent FCA units said to have 
seen Ihc K and D departments ol their 
collaborators .md some of their engineers 



Txilll. 5 ' yi'Al.nATIVl- FaCTOKS AKI-h( IIN(l llll: K 

ssi: 1 ) C'm'ahii nil s 

Fuclors _ 

Responses 


No ol Units 

Pcrceniai'cs 

(It 

Access lo colluhnruioi s K and D 
deparlmehlsAuclion/uciiviiy 

Yes 

IK 

54.55 


No 

1.5 

45 45 


Total 

.15 

too 00 

(li) 

It answer lo (i) above is yes. then opinion about 
(loincMic H and U inslilulions, as compared to iheir 
Lolluhorulor's 
(u) Fully coinpnrahk 




(h) Partly subsiiiuie 

1 1 

It 33 


(t) No substilute 

5 

15 15 


(di Other comments 

2 

6.06 


Total 

is 

,54..54 

(III) 

Collahoralor's assistance in 
dcvcioping/adapling new uems 

Yes 

24 

72 73 


No 

y 

27.27 


Total 

3.5 

KKI.OO 

(IV) 

Nature of assisiaiice for (in) above* 

(a) Samples 

21) 

28.00 


(b) Designs/drawing.s 

24 

.54.78 


(e) 7esling in collaborator's R and U sections 

1.5 

21 74 


(d) Any other 

to 

14 49 


Total 

f>') 

100.00 

(V) 

Kesiriction.s on modiricaiinn/improveinenl in 
produrl design, cle 

yes 

S 

1.5.15 


No 

28 

85.85 


Total 

33 

100.00 

(VI) 

If answer lo (v) above is yes. then type of restrictions 
la) Products to be munulaclured striclly in accordance 
with the hlueprints/dcsigns supplied by 
collaborators and no change is perniilied 
(h) .Modificalion is peiniilied with the prior 
ivcrmission of the coilahoraior 

3 

9 09 


(c) Modification iv permuted after expiry of 
agreement 

(d) Modification i.s (lermitted .subjcci to .some other 

- 



conditions laid down in the agreement 2 6 06 

I'otal 5 1.' 15 


* More than one type >>( assi.stjnce rcccivx-d by the 24 anils who were assisted by their collubormprs 
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Every month 
Every quarter 
All at the beginning 
All at maturity. 

YOUR FOUR-WAY OPTION llimH IDBTS FKED DEPOSIT SCHEIIE* 


TYPE 

MINIMUM 

DEPOSIT 

YIELD 

STRUCTURE 

Monthly 

Income Option 

R8.18,000 

Rs.195 every month on a 

5 year deposit of Rs.lS.OOO. 

Quarterly 

Income Option 

Rs.10,000 

Rs. 325 every quarter on a 

5 year deposit of Rs.10,000. 

Lumpsum 

Discounted 

Rs.io.oqo 

You will get Rs.4,572 
immediately on a 

Interest 


5 year deposit of Rs.lO.OOO. 

Cumulative 

Option 

Rs.10.000 

A Rs.10,000 deposit becomes 
Rs.ia,9S8in5years. 


*lnlBnsliielol^l3,OOOiin»mab(mtlmilisltax-»iismi*unilerS9ak»i SOLoiaieincom 
Tax Ad m. 

MINIMUM DEPOSIT: Rs.10.000 

Beyond the minimum amount, you can deposit 
In multiples of Rs. 1,000. The base Interest rate for 


a three year deposit Is 
12.5%. And o deposit period 
ol five years and more fetches 
o base rate of 13% What's more this 
deposit comes with the guarantee of tndla's 
premier development bank - IDBI. 
Reflected In the FAAA rating by CRISIL 
given to this product Indicating the 
highest degree of safety. Naturally, 
an organisation that has total assets 
of over Rs. 36,000 crores can take very good care 
of your Investment. For more details contact 
your nearest IDBI office or any Outhorlsed IDBI 
agent. 

This opportunity Is open to: ■ Resident Individuals 
* Hindu Undivided Families * Partnership Firms * 
Companies/ Bodies Corporate/Societies * Trusts/ 
Association of Persons. s 




INDUSTRIAL DEVELOPMENT BANK OF INDIA 

banker* to t It • I n d u s t r y 

HsM Offles; IDBI Tmw. Cults Psrsds, Bw^y 400 005. ttoglOMl Ollloss; BOMBAY; Nariman Bhavan. 227, VInay K. Stiah Marg, Nariman Point, P.B. No. 
taB70.Bonttay400021,eALmTTA!44,StialcaspearsSaranl.P.B.Ni]. 16102, Caleutla700017.0UWAHATI: 0.8. Road. QuwahaU 781 005. MADRAS; 480, 
AWia SMai, Nandsnam. P.B. No. 1S0B, Madras 600038. NEW OeUR: Indan Rad Cross Sedaly BuHdng. 1, Fltd Cross Road, P.B. No. 231. New Oettn 110 001. 
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RURAL INSURANCE 









We want to match* 
the turn of the century 
with our turnover. 


We took insurance to the high seas. 

We brought it to the grassroots. 

We established a hotline to better service. 

Strengthening it with highly trained personnel, tuned to the 
customer’s specific needs. 

At nearly 1200 offices, countrywide. 

For industrial, traditional, commercial, financial, household 
and rural sectors. 

Meanwhile, our premium income leaped twenty-five fold to 
about Rs. 1300 crore. 

All in a space of 24 years. 

What better way to greet the new century, than with a performance 
to equal it... 

Like, a targetted premium income of Rs. 2000 crore in 2000 A.D. 
United India Insurance. Meeting the challenges of a new century. 



UNITED INDIA INSURANCE CO. LTD. 

24, Whites Road, Madras-600 014 








e re concerned about the 
earth our children will inherit 
That’s why we make sure our 
vehicles consume less, pollute less... 

Did you know that Ashok Leyland’s new 
vehicles will meet EEC emission standards^ 

That's because we offer the world’s best 
engine technolog>'. From mco of Italy 
and Hino Motors of Japan. Giving you 
imM ,^hicles conforming to emission norms. 

A large number of our vehicles 
OSS the five lakh kilometre mark 
thout any majca overhaul. While 
ching fuel to the maximum. 

And the road ahead? 

We see exciting global markets, demanding 


global standards. 

A 13,000 strong team with a Rs.1,500 crore 
turnover - ail geared to win. 

Our tie-up with nmo, a fully-owned 
subsidiary of Fiat, to manufiicture the futuristic Cargo 
.series of world cla.ss trucks at our state-of-the-art 
plant at Hosur, pitches us in the big league. 

And so we accelerate. Towards 2000 A.D... 


@ Ashok Leyland 
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md fm rrihniig there. 

luwewt. have been gencratty for short 
lurations. Moreover, the engineers/ 
cchnicians were not given the necessary 
:xpo.sure of their R and D mechanism. They 
ATurc rather explained about the use of 
.’quipment supplied, etc. and were not allowed 
o do any experiments or handle the key 
tspecis ut technology. 

When asked about the opinion of Indian 
I local) in>ht>usc R and D sections, II 
representatives (33..^3 percent) considered 
them aspartly substitute, five representatives 
M5.IS per cent) called them not at all 
comparable because of the limited and 
ob.soletc equipment. Two representatives 
(6.0(> per cent) considered their own m- 
house R and Djust sufncient or manageable 
for the current developmeni/adaptive jobs 
and dc.sired to be equipped with late.st 
equipment so us to get the more quick and 
arxuratc results. 

Development Adapialion and Ahsorpiion: 
Restrictions 

Prodiict/process development w«)rk in 
FCA units is al.so affected by the tech¬ 
nology suppliers through regulatory clauses. 
Subrahmaniaii (1972) mentioned that a 
substantial proportion of the collahomtion 
studied incorptirated a clause restricting (he 
freedom of the borrowing company to - 
change the original designs and 
spcci fications. These re.siriciions. according 
to Kumar (1985) and Subrahmaman (1972) 
have far-reaching implications from the 
national viewpoint Kumar (1985) states, it 
is an important part oi the social cost ot 
foreign technology, because very often 
proccss/product spccificationssuppli^ under 
foreign collaboration may not suit to the 
localconditions in terms of local availability 
of material, etc. and hence adaptation 
becomes necessary. Further, during the 
process of adaptation a more elfcetive 
assimilation of technology may take place. 
Restrictions on changes in original 
specifications may make substitution of 
imported raw materials by local ones 
difficult, leading to continued dependence 
on impon." Hence, the tendency on the pait 
ot technology suppliers to restrict the 
adaptation is an important .social cost of 
technology import. 

In the al^ncc of freedom to change design. 
the Indian venture is cemstrained to/ollow 
the material specifications and standards of 
foreign collaborators. This hinders the 
progress in siandardi.sation and variety 
reduction movement in the Indian industry 
on which depends a major part of industrial 
productivity and efficiency (Subrahmanian 
1972; 151). Thc.se clauses of restricting the 
dcsign/specification changc.s also have a 
motivation of pushing the maximum impoit. 
of raw materials, equipment, machinery, 
services of rheir engineers, etc. in the local 


markets ttefterrlng 
Subrahmanian (1972; 151) sta^s that it 14the 
same motive which makes the collaborator 
compel the Indian venture to incorporate 
citanges in specifications os being desired 
by the foreign collaborator, thcirdesirability 
to Indian conditions di.sregarding. The 
restrictions therefore, impose a built-in 
condition to import material, spares and 
components from foreign collaborators, with 
the result that the domestic manufacture is 
made highly import dependent and import 
substitution is thus made less efficient. 
Moreover, in the wordsof Balasubramany am 
(1973:82) when the Indian firm is constrained 
by the agreement to buy the equipment and 
the matenals from ihe knowtedge-.supplylng 
firm it i.s possible for the supplying firm to 
charge mnnopoli.stic prices."' 

in the present study of 33 FCA units, the 
five units, i e. IS.S per cent admitted to 
having the direct restrictions In FCAs that 
prohibited mndifications/impfovements in 
the product design. Amongst these fi ve units, 
three units, i c, 9.09 per cent said (hat for 
any change in product design the prior 
permission of collaborator is ncccs.sjry and 
in the remaining two units, i e, 6.06 percent, 
one said that a separate agreement is to be 
signed fur changes in design and (he 
collaborator’s permission is neces.sary. The 
other said, if the product is for export, the 
collaborator's permission iscs.scntial. In spite 
ol restrictive clauses, a tew units admitted 
that 10 improve the pnxluctiviiy. efficiency, 
smooth running ot plant vis-a-vis the 
changing requirements of the local market 
Ihe product modifications have bexn made 
by their own cnginccrs/technicians who arc 
capable ol doing the same without any 
expensive foreign a.ssi.stancc." 

PnHiuciDevehpment/AdaiitatMn: Assistance 

As the various restrictive clau.scs in the 
FCAs retard the process ot assimilation of 
imported know-how and limit the scope and 


piK» of product as well as the pHteess 
deveiopmem and adaptation, the industry 
representatives were asked about (he 
assistance they received from their 
collaborators for dcveloping/udapting new 
items. 

Out of 33. 24 units or 72,33 per cent 
admitted that they hud received vomc 
assistance from their collaborators for 
developing or adapting new components. 
The nature of the as.sislancc (Tabic 5 f was 
cither getting the samples or druwing.s/ 
designs or both: testing in the colluboraior's 
R and D seetton by their own engineers, etc. 
These 24 units, in ail. received 69 services 
Irom their collaborators. The maximum 
number 24 or ,34.78 per cent goes for getting 
designs/drawings followed by 20(28.99 per 
cent) for getting the samples and 15 (21.74 
per cent) for getting the samples tested in 
collaborator's R and D sections. The mher 
assistance i c, 14.49 per cent iru'luded 
guidance of foreign experts, sufiply of 
specified tools ot dies fur developing 
(copying) the components, etc. 

Tied-up Puirha'ies: Restrictions 

Oneof the motives of technology suppliers 
in prohibiting the change/impruvemeni in 
original design by the technology importer 
is to push the maximum amount of raw 
materials, equipment, machinery, etc. to the 
local market and for this purpose (he various 
clauses in respect of supply of machinery, 
equipment, raw materials, etc, are includ^ 
in FCAs. The analysis of such restrictive 
clauses as revealed in the units of this study 
is shown in Table 6. 

As is evident from Table 6. the 23 units 
or 69 69 per cent admitted of having direct 
restriction in their FCAs. The remaining 10 
units al.so had .some kind of understanding 
with (heir coli.iborators for import of cithci 
equipment, machinery, .spares or materials 
to be used in production proce.ss. The 
representatives were of the opinion that as 


Tabi-k 6 KesiMciiiiNs on Som.Y oi- Raw Matcki.m s, Macminsky, Spake, kh . in FCAs 


Kesirictions 

Nos 

Ra.Mioiiscs 

Fercciitagcs 

Kcstrictiuns on supply of raw matcriol.s, machinery cquipiiicni. cic 
(a) Yes 

2t 

69.69 

(b) No 

10 

.10. .30 

Total 

,t.t 

KKltX) 

Type of restrictions 

(i) Raw maierials/inachinery. etc. is to be imported 

only from ihc collaborator 


24.24 

(ii) Raw inaicrials/machinery, etc. is to be imported only 
from the subsidiaries of collaborator or any other source 
as directed by him 


18 18 

(ill) After the tcrins of agreement, import of raw material/ 
machinery is permitted from any other sources 


6.06 

(iv) Impoft of raw inaterials/machincry is pennitied with 
prior permission of collaborator 


1.5 15 

(v) Import ot raw malerats/muchinery is pemiiiied subject 
to some other conditions laid down in ugreeinents 

2 

6.06 

Total 

23 

69.69 



the specific machine^' and material was 
mxesMTy fora particular production process, 
at least in the beginning they had to inipoil 
It cither directly Irom the collaborators or 
as pel their advised sources. This .situation 
IS almost the same as Balasubramanyam 
1 197.1:76) reports that because of exacting 
spccilications the Ibreign technology dictates 
and the lag in establishing local sources ol 
supply that can meet (he.se demands, import 
of equipment ;ind components is inevitable 
at least in the initial stages ol a technology 
transplant Furthei, purchases of equipment 
from the knowledge cxpoiting linn may be 
pie-icquisiie lor gaming the technology 
inloritiation .ind knowledge it possesses. The 
followup sersises, the maniifacturcTs 
manuals and technical assistance that go 
with the machineiv may be vital pieces of 
technical knowledge 

Amongst the per cent units ol our .studv 
with such tvpe ol rcMriciions ovei 24 pci 
cent had the clauses for irnporling the 
muchinerv/eqiiipmcnt and tnatcii:tls Irom 
ilieiri'oll.tbiiitors Another 18pei cent units 
hitd slaiisc- lor iinpoiiing such materials/ 
equipment I mm their subsidiaries oi Irom 
llicir specilied souri cs The 6 per cent units 
wcie bound to unpoit their 'cquirement 
irom (he collaboi.iiois duiing (he diiralton 
ot agreement, but were tree to import Irom 
any source ihcreatlcr. 1.5 per cent iimls said 
that, altei their initial requirement, ihes 
needed the eoll.iboraior'.s pernusMon for 
impoiiing from othei si'urccs and the 6 |>er 
cent reported ilut the imports troni other 
sources wore permitted by eollaboiators il 
not iiioie than a spccilted .imoiint is impoi ted 
and il prices Irom the other alternatives arc 
toiisideiably tower Those m,liters aie 
generally discussed with lite coliaboiaioi s 
and only then the imptnis .trc m.ide .so .o 
to keep the leluiions healthy 

/)i//i(vm/, 11 / Tiiimfrn-i/ Tfi hiiol.ifi'. 

Kl'si’ ll I'DItS 

The ilau.scs rcsinclmg luiiher ira'tslei .>1 
tcehnology gener.illy mclndcd lei eitsuiing 
the s'MCcv ol know-how indeed alloet llie 
indiisiiial development .iiid reiai.K ihs 
healthy growth of K ,ind U in i he hosi eouiiti v 
As lion/ontal ii.mstens prohibited, by ihe.se 
i.liiiises, the siiiill.ir leehniilngy's miiiortcJ 
by niaiiy mdiviUi.al lirnis Imm dillerent 
sounes Mann .I9h.12.5) writes that 
hoi'i/oiital Itanslerol leihnology wilhiii the 
country is inhibited, so much so th.ii even 
the N'atioii.il Kescarch and Development 
Coiporalioii (.MiOC'i has not been able ti' 
do much in tins hreciion [NKIK' 1977 
78 ..\s a result, there is a m illipltvity 

ol eollaboi ilion agrccinenls L'vciy ncvi 
entrant in i pauiciilar ;;cli! ol produciion is 
obliged to seek loreign eolhihoi.ition alresh 
ill Ins bid to com|H'ie with those who an 
.ilie.tily ■ <>peralinc unde cc'llaboralion 
agieemeiit the new eiiii.int is tihlip'd to 


irietins a higher cost of production 
In our country, there is considerable 
evidence showing that the technology 
suppliers, through these clauses have 
icstnctcd the hon/.ontal diffusion. 
Subrulimamat\( 1972 144-49) reports 84 out 
of 110 or about 64 6 pet cent FCAs with .such 
V lauses by virtueof which the Indian ventures 
are to keep in .secrecy all tcc hnical intormalion 
and not to tiansfer, assign ot sub-license the 
right to know-how to any third party. While 
commenting ivn the implications of tltese 
.secrecy clauses Subrahmaman (I',>72; 148) 
stales that as the Indian venture cannot 
Il ansfci. assign or sub-license (he know-how 
to a third party. Il means that the imported 
know-how gels blockerl with the importer 
ami cannot be dil fused to a third party even 
at a price The consequence is that new 
entrants into the industry e.innol avail ol the 
know-how alieady available within liie 
country and that every new entrant is thus 
m.ide to seek for separate fresh collaboration 
agiecmcnt entailing dupheaie payment in 
loreign'cseli.mge for importing the same ot 
similar know-how. it thus accentuates the 
phenomenon ol collaboration multiplicity 
withallilsdcletciiouselfeei im the economy 
The RBI Suivey 11974 74) rcjniri.s about 
70 (vereent eoli'ihoration agrcenients signed 
by private coinpaiues w.tf such clauses that 
prohibiiediuiiiront.i! ii.insici ol technology 
Kumar : 198.5 1 state.- th.it the high incitleiue 
I’f such rc'ineiive clauses i.s in spite of the 
govcinnic’iit s liisistencc (liat the importer 
..lioiilv! be li -eio -iib-lieetisi; the technology 
Inc evidence of iniil'.iplc collaborations 
sig.icd !'>r same products as reported in 
II,PIT , |069' .ind .Subi ihmaman (1972; is 
' ic'loction ol me lack of dilfusion oi 
technology iinporieil by one firm The 
technology ti.iiislei in such conditions 
rentams a closely guaided secret and hence 
e III at best be teimrd as a private transicr 
and not .t naiion.ii iianslei thus leading to 
ntui'iplcinipoiis.i 'iiingiheex.impleofquarir 
w.iiches Kumar (lOS.si (uitl.ci wnies lh.it 
even p'lblic -.euor eoinpiinics importing ,i 
ics hiioliigy Imd n dilltculi to sub-lieensc it 
to .inoinei piihiie .seeloi concern .Thereh're. 
iiie diflus''m of imported leclinologie- is 


by the re.sirictions imposed by)he (ochnoii^ 
.suppliers. 

'file analysts ol 3.1 FC'A units of present 
study (Tabic 7) too reveals the picsence of 
such restrictive clauses ol either one type or 
of another, by almost every unit. It means 
that the horizontal transfer has been, almost 
completely, restricted or prohibited. The 
conditional li ansfci s, however, have been 
irenniltcd which in reality are not considered 
favourably by the technology importers 
themselves as they are not keen on sharing/ 
transferring their know how to others, so as 
to reap the long-term advantages of foreign 
technology to the maximum extent possible. 

It may be ob.servcd from Tabic 7 that as 
many as 30 units, i e. 91 per cent admitted 
ol having a clause of one type or of other 
restricting the lion/ontal diffusion of the 
imported technology. 

Amc'iigst these t() units, 24,24 per cent 
admitted ot having a clau.se in tbeii Ft ‘As 
on not transferring the technology to any 
third party during (he period of collahoi Jtion 
and even after the expiry ot FCA duration, 
they are to lake the permission of their 
collaborators Another 36.36 per cent units 
said that only conditional transfers arc 
possible, which means the collaborator's 
pi’rmission, duration ot agreement, payment 
to eollaboiators, only part of the know-how 
such as machmerv or cquipincnl with the 
approval of collaboralois. clt are to be 
considered and depending upon the merits 
and the benefits to the eollaboiaii'rs such 
transfers in a limited way could be possible 
The evidence'- and the enquiries ofihe present 
study, how'cvcr, reveal that in pracliee/re.iliiy 
rarely were ilicic eases where such tran;slers 
look plate. 

CoNl'I.IMON 

The above mvesiig.iiion ol laclor- related 
to rCA units thus reveals that though boll; 
the lorcign etjuity tind numlK-i -il Ibreign 
collaboralioit .igieenic ill-, have some 
positive impact on iln- iirm's DAA 
cap.'bilmcs the impact is lathei weak and 
loniicd The limiiid iiupaet could be 
aitributcd pur.ly to the oilicMcchnology 


transler re'aled factors re.sirieliiig the 

f-H'I 7 t'l ,i si^on'Hohi/oniai Diiumos-h Thiinoioov 

''l.iiisv Responses 

Nos Pcrceniagcs 


Ri.'-inciuins on hon/onial tiansler ol icclinology 


•.at 

Yes 

«i 


t II 

No 

1 

h.lti 


I vial 

.Vt 

KXJ.OO 

1 V IK o! ResUU Mi>iv /riaii'kw"' 

<■ 


*1) 

final reslPLlioiis 

» 

24 24 

-'ll) 

reihiiic.il iiiforiii.iiiiin ljii be tr:insleiied/ilis-jlosed with 
the jiii.ii pciiiiivsioii ol the coliiiboiiiior 

12 

16 16 

Mi) 

lechiiical iiiterni.ilior, can be lraii.leiicil.'iMscli).sed subject 
to some other condilionv laid -town in the .igiecnicnl 

to 

10 , to 


rmal 


90 90 


accept stricter condilroAs ^'k factf 


made 


.nfieqnomic and R|olittCid . 

' . 1 v-o-.'-d'R.'i'nrikk:'! 
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niim's 

deems fii by the clauses irt their FCAs 
such as we have discussed above, viz. 
restrictions on modificaiions/improvcmems 
in pifKiuci de-sigii, restrictions of tied-up 
purcliasc.s, restrictions on horizontal 
diH‘(jsi<>n o( technology, etc. and partly to 
the limilcd/restrii icd assistance provided by 
their collabiiraior.s for the dcsiicJ level of 
R and D work and technology absorption 
Moreover, the other factors such as the size 
I II'units, the numberof highly paid employees, 
profitabiliiy of the venture, nature of items 
being manutactuicd. level of wages and 
salaries. c.speriencc of conecined units in 
lelatcd production line, etc, are also some 
faeiois which could determine the 
technological capabilities of an enterprise 
and therefore, arc equally imporiuni 
determinants bestdesihe Ibicign technology. 

The comparative analysis of b'CA and 
non-FC.A’ units, however, iiiilicates that in 
spite of weaker R and D base, the non-FCA 
units in relative terms spend on K and D and 
(levclop/adapt larger number ol products 
ihan the F('A units 

As the non-FCA units in the present study 
are mostly small in si/c and it ssc ignore the 
role of foreign technology lor the moment, 
we find sm.ill units perform better in R and 
D The only distinction one can make is not 
between the FCA and non-FCA units but 
liciwcen the large and small units and tfie 
.situation appears to he similar lo that 
described by Kalhuriu (IV89:M-I15i 
Accordingly the point m lavotir of sin.di 
films IS that the sequential character ol 
modern R ami D mtikes ii possible for them 
to play a ina)oi role in technological 
innovations. 

Notes 


tn - 




{This article is u purl ot iiiy ihcsis on 'hnpui i 
of Foreign Collaboraiions/1 eiihnology on 
Indi.a's Foreign Trade and lndu>'triul 
Coinpclilivene.'.s - A .Sliidv ol Auloinobile 
Ancillary industis I record a »pccial nole ol 
thunks to A R Rizvi, DcparlincntuI Hcononiics 
JMI Univcisny. New Dchii V L Rao, .Senioi 
Fellow, RIS New Delhi. Nage.sh Kuniui. UNU/ 
INTECH. The Neihcrlands (ihc <hcn'fellow. 
RIS. New Delhi). Charan D Wadhva S P 
Coswami and Ajit Karnik. and Ncera) Hatekar 
of the University of Bombay for iheir valuable 
cominents/.sugge.stions and encourngctneni 
But none except myself is responsible for the 
views, expressions, conclusion and tor the 
errors that remain.] 

1 For Ihc details ol development, udapiulion 
and absorption and K and D ihursi in 
developing countries see Chugan <lhy|) 

2 For details, see Chugan (IV9la. p 61’ and 
mia). 

1 As per Kathuria (lvii.1.9) R and I) hgurcs 
measure only formal K and U and do not 
refloci research participation rates.. In Crksc 
of sfflall firms partieularly in the early stages 
of iflrtovativc process, when coinmiunenis oi 
laige suncs of money are not lequired lor 


iiitroducfimi, simfl tknis 
Ihc technical advance of society than is 
rrflccied in R and D statislics. Tlic results ot 
ILO surveys (Bhalla l98li:M2-7] in India, 
Bangladesh Rawiinda. Mali and Ecuador 
designed to explore the innovation potential 
and irchnological requtiements nf small 
piodiicitun units olien operaiing outside (he 
iirganised or ‘formar economy shows that 
small enictpnves have a potential to do 
innovations whi.-h can be exploited in an 
appropriate polic) enivronment. 

4 This is not an assumption which could be 
e.vpected lo come true aiwuvs, but rjihci a 
gcne-ial and strong feeling ol indnstr). 
especially of those who have been making 
u.se of imported equipmcni more often 

■s Foi viuious reasons, historically, there have 
been poor linkages between national rescaieh 
institution.s/luborainrics and indusirial units 
and repelilive sinphasis has been pul lo 
sircrigthen iheiii (Kane 1969. Uesai |079' 
1980 Bagchi 1982. Mann 1982;Bh,altacharya 
198K| As these links have largely been limited 
in < >cca.sionally accepting industry-.sixui.sored 
ic.search to make iheir research more tiuiiful. 
First, they i-ould work in more closer liaison 
with public seclor enicrpiises us was 
recoMiinendcd by the Working Group on 
Organi.salion of R and D within Pulihe Sector 
.ind Relalioaship with lh<- National 
Lahoratories' (Bagchi l9S2j and scctndly 
ihc.se laborainries are made lo suivivc 
progressively more on spiinsoied reseiuch 
lioin industry (Kumar I987a'48l 8?| 

6 For the lype nf lesliiclions in this regard, see 
.Mann(l98J), Suhr.ihmanian> 197,’)andRBI 
Suivcy Keimrts 

■? For ihe sui vev oflilcralurc. sec Ktmiari 198S) 
As [XU Kuiiiiir (19"I t'zp), a latest study on 
ihc subiecl. 'he ex)xindilures on R and D 
jciiv itics ol ilv Indian affiliates of MNbs arc 
not signiTicjiitiy different front those of then 
losal couniciparts l,ielcr''.sstudy l l987-2.Vi) 
rcsL-ils that the .MNCs have a low piopensity 
to .inUcriukc nansfer of R and D. whieh 
actually is Ihe lype oi R and |) lhal upgrades 
Ihc local lesci of lechnology. 

8 See Pilliiulo79i. UNCTAD(1981).Gordon 
•ind Fi.wlert 1981),Fairchild and .Sosini 1986) 
Kagashand (1981). RBI G974) Kuinai 
(1987' Foi Suivcy of hhirature see Kumar 
(1985 and 1987, 

o I'.' idcncc on hign incidence ol leiicwuls ol 
FCAs IS an indication ol fuilurc of ihc 
technology iin|x,rlurs lo adopt and assiinilaie 
Oic nnpuricd lechnology and as a result, thc 
peqK-lual dependence on foreign collaborators 
through renewals has been a comimied 
phenomenon Sec .Subr.ahmanian <1972 
.iiiil 1984) and DO TD studies summarised 
in Pillai (I9:'9| 

|() An examinalioii of ihe nature of excessive 


inipoii and iranster pneing has also been 
.■iicinpted by ilu- auihor with respect to Indian 
.lutomotive anctlbD' industry Foi details. 
>cc Chugan il998). 

It this IS in consonance wiih ihc personal 
enquiries nf an carhei study which ruveulcul 
that ihe liidiuii engineers are n>iw doing modi 
ficafioas undei die guise t f dehoiilcneeking' 
and in thcnaiiic ol improving die productivity 
and odh-icney ol the plant. For details, see 
Miiiiit ti J82i Chapter Vti “woiking of 



. .s /' ..vcnis,'..-,-- 

TecfaiMthi^^'lnii^^ AgrieeihenM*’, t 

12 Such bf ifldusuiiU linkages, f e, like 
technology transfers tbrou{^~ laigc-scnic or' 
modem unitk lo smaller units, irrespective of 
these unit.H having foreign leehnoli'gy. in 
general, have been found at v(>ry low level 
in Indian indusines. For illustration, -sec Fitpola 
and Mathur (198.4) for incial cngitieeting 
industries in Kanpui and Bhultacharyat 1988) 
loi units operating in Howrah. 
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Libereilisatidii and l*&ifoni^ 
of Cement Industry 

VBhanu 

In the context of the ivigoiiift discussions of whether liberalisatimi and the relaxing of licensing and other 
controls will significantly contribute to improvements in industrial growth and performance or not, this article 
examines the cement industry dnringtheswious phases ofcontrol and decontrol, empirically evaluating its performance. 


THE I980.S and l9V0s have witnessed 
extensive changes in the industrial policy 
ol'ihe Indian government and the t'irsi steps 
towards liberalisation were taken by 
relaxing licensing and various other 
controls. While the advocales of 
liberalisation believe that this will result 
in signilicani improvements in industrial 
grawth and performance, ciiiics argue that 
the lotal withdrawal of the involvement ol 
the stale will have a negative effect on the 
natuieol future growth and will marginalise 
ihc iKHir and other weaker sections of .society. 
However, these arguments arc not based on 
empirical tacts, and tiicrc aie no studies 
winch e.sanime the impact ol libcialisation 
on the growth and performance ol indusii les. 
This study attempts to bridge the gap by 
empirically evaluating the [xtrlormance.ot 
the cement industry during various phases 
ol control and decontrol 


The cement industry had been under a 
regime of price and distribution control, 
since the second world war. After the war, 
the controls w'erc continued m one form or 
another till the industry was partially 
decontrolled in 19K2.and loially decontrolled 
in 1989. ' 

The price of cement was first controlled 
in 1942. whci^Frcc on Rail (FOR) de.stination 
pnec was fixed on a ‘cost plus’ basis. During 
the period Irom 1946 to 1952. Ihc cost of 
production of ACC was u.sed as Ihc basts 
fur n xing the cement price, in the subsequent 
period the retention price was fixed and 
revised on the recommendations of the 
Tariff Commissions. Price and distribution 
controls were continued till January 1966 
when the controls were lifted, but rcimposed 
in January 1968. The system of diftcreniial 
prices continued till April 1969. From April 
1969 to August 1974, the industry was 
under a single price regime.' The control 
was total and every tonne of cement 
produced was deemed to have been acquired 
by the governmenl at a statutorily notified 
price and thereafter distributed on the 
basis of release orders or iicrmits issued 
by the eoncerned aulhoriiies.-’ Production 
and additions to capacity were controlled 
Ihniugfl' Ikctices which were required for 


new units as well as for expansions in the 
exisiiag units. In 1982 with the declaration 
of partial decontrol, controls on price and 
distribution as well as the licensing of news 
cement units were relaxed. Cement 
piodiiction was elassificd into 67.7 per 
cent levy and per cent non-levy out|>ut 
on capacity. The cement firms were free 
to sell the non-levy portion of their output 
in the open market at the price determined 
by the supply and demand conditions, while 
the levy portion was governed by the 
administered price, fixed by the government 
from time to time. Since February 1989, 
both price and distribution controls in the 
cement industry have been fully relaxed. 

The industry registeied signilicant 
growth, especially during the Sixth and 
Seventh Plans. The initial installed capacity 
which was around 3.3 million tonnes at the 
beginning of the First Five-Year Plan hud 
increased to 29 million tonnes by the. 
bcginiiingof Sixth Plananddoubicdduring 
1982 to 1989 to reach around 60 million 
tonnes, so that a substantial part of the 
additions to capacity took place in the 
1980s (Table I). 

Though significant additions to capacity 
had been made, the rate of growth in capacity 
could not be sustained in the later part of 
1980s and early 1990s and there was 
stagnation, both in the additions to cap.acity 
and production. This was related to the 
relatively low level of capacity utili.sation 
in the cement industry which during this 
period was seldom above 75 per cent 
(Table 1). 

Capacity utilisation is taken in this study 
to be the most important factor which 
explains the deceleration in investment in 
the cement industry after the mid-l9h0s. 
though it is not claimed that this is the only 
yardstick for measuring the performance 
of an industry. Profitability and value added 
arc also important variables for evaluating 
industrial performance. Capacity utilisation 
depends on various factors, both supply 
and demand side factors, which will ensure 
the smooth functioning of production. The 
supply side factors, include availability of 
raw material, power, transportation, etc, 
which are .sufficiently important for higher 
utilisaUon of capacity in the cement 
industry . Hence, this study argues that a 


liberal policy regarding new and additions 
to investment will have a limited effect, if. 
corresponding investments in inlrastructurO' ■ 
such as coal and power arc not forthcoming. '•> 
In other words, both supply and demand | 
lactois. beside* policy change, influence' 
the performance of an industry and any 'I 
shortage in ihc supply side factors can | 
hamper higher utilisation of capacity. 

II 

CoNcriT OF Capacity 

Basic to the study of capacity utilisation, 
is the need to adopt methods lo measure 
capacity and capacitv utilisation. Though 
several methods' are in use. this study has 
adopted Klein's definition jKIcin i96()| of 
capacity and the Whai ton method to measure 
capacity and capacity utilisation. Capacity 
utilisation is computed lor a sample of 46 t 
plants/26 firms for u period of 20 years, ■ 
from 1969 to 1988 and the causes for 
underutilisation in the sample firms is / 
examined tor the years 1982 to 1987. 

Klein who pioneered empirical studies on 
capacity utilis.tiion. Jelined capacity as the 
maximum sustainable level ol output an 
industry can atlain wiihin .i very short time, 
when not constrained by the demand for the 
product and the industry is operating its 
existing slock of capital at ils customary 
level of intensity 

Whurum Index: The Wharton Index ' 
fSasIry 1981] is ba.sed on lime .series of 
oulpui. The monthly indices of output arc 
I’ll si seasonally adjusted and then . 
aggregated into qtiarlcrly indices in order 
to identity full capacity which is considered , 
as capacity output. Capaciiy output between 
the peaksisestimated by joining successive sjl 
|K*aks by a straight line and hence it is 
Culled Ihc Trend Through Peaks Method, y 
For the period pioccding the first peak and 
that succeeding the lust, capacity is.’'I 
estimated by exliapolalion ol the trend 
line. Capacity utilisation is obtained as a 
ratio of index of actual production to {j 
capacity output index 
This appmach treats the peak achieved ip > 
the recent past as the c.ipuciiy output. But -I 
this comes very close to defining capacitv^ 
as equal to current output, which is adjust^^ 
for cyclical and secular variations ip.| 



utilisution. One merit of (his mcthixl is that 
’ it uses only production diit.i but not dubious 
capiicny data [Krishna 1972). 

The shorieoniinfrs ol this method are 
Firstly, It IS aigued that fv.iks which are 
idcniil'ied may not truly icneet capacity 
output of an industrv riiis may be the case 
particularly in the cenn-ni industry which 
was charactensed by supply lonsti.unts 
and rigidities due to goiernmcnt coniiols 
and regulations which would mean that 
capacity is underestimated Secondly, the 
method prc-'up|>oses ih.it capacity 
expansion l.ikes plate in a sitiooih and 
gradual manner, which may not be tiue 
i'he straight line segment also implies a 
uniform rale ol investment between peaks 
for a given marginal capital output ratio, 
which goes against the si.ind.ird acceleration 
principle 

Mniiotjoioor ami Dma .Somo l 

A sampleol46planls/26lirms'accounting 
for 91 42 per cent ol total capacity and 92 4 
pet cent ol total production ol cement 
industry has been selei lcd For esiim.iling 
capacity output, indices ol monthly output 
have lirst been constructed loi each ol the 
sample plant In the comput ition ol indites, 
Janiiaiy is the ba.se month lot all the plants 
in the sample, though the base year' m.iy 
vaiy. The monthly output indices .ire then 
scasonallv adjusted hy taking 12 monthly 
moving average lor e.ieh ol the pl.inis ami 
aggregated into cpi.iiteily senes The 
quarterly aggicgates aie lurthei averaged 
Thc.se quarterly indices .ire graphed lo 
identity peaks The peaks are lincarlv 
fonneeted lor ascertaining capacity oiiipul. 
Ulilisalion of capacity is .inalyscd at the 
aggregate level .tnd separately lor public and 
private sectors 

Clipaeity utilisation is tlie percentage ot 
quarterly index ol oiiipui to capacity output 
Capacity output is the optimum output 
attained in normal working eonditnms In 
the graph, capacity output is the connecting 
peaks or if the Jala do not lend themselves 
to step by step peak, it is the peak output 
at different points ot time Hcsides. 
.subsequent peaks do not neccssaiily mean 
higher output with the same installed 
capacity. They may ncc'cssaiily indicate 
addition.s to cap.-iciiv ol the lirms and hence 
higher output. I urlhei. utilisation would olten 
be 100 per cent, since t|uaiieily index ol 
output IS treated as cap.ieiiy output m a 
number of c.lscs 

Capacity utilisation in the cement 
industry is computed lot the sample 
firms for the period 1969 to 19K8 Thishas 
been compared with rate ol iililis.aiion. i e, 
percentage of annual output to installed 
capacity. This exercise is undcilaken in 
order to identify the tiend and explain the 
variations if any We have also .malysed 


the causes tor undertifilisation.' The ' 
empirical analysis is substantially bu.sed 
on r enu'iii Data Buok lor a number of 
years, a publication of Development 
Commissionci ol Cement 

Ill 

Aggregate and Disaggregate 
Analysis 

The cement industry is geneiaily not 
considered a seasonal industry I lowevcr, in 
an analysi' ot se.isonaliiy hy computing 
lalioto trend, a consistent pattc'inwa.s evident 
of highei output in the months ol Dccembei 
.lanuaiy and .Match. .i lower output in Apul 
and June and no clear picture during the lest 
ol the months 

-XvLRvr.i tAi'V'ir, I iil.isvrioN 
Al Inoi cks Li.vi i 

Table 2 piesenis avciagc utilisation ol 
c'.ipacily in iheccmeni imlnsii y rnrihc|x:rit)(l 
1969 lo 1988 and indices ol output in the 
.sample linns lor the same period is 
graphically presented 

It IS obseivcd that peak output tor the 
s.implc group at 108 5 was i cached in third 
quaiier ol 1972 (see graphi The second 
pe.ik was at T27..‘' in the liisi quarter ol 
1978, and a new peak at 164 7 in the first 
quarlerol 1987 llowevei, in a.substantially 
expanding indusity like the cement 
industry during the decontrol period, the 
limil.itioii ol the Wharton method emerges 
very clearly, as a new peak may not be 
real bed il pioduction starts stagnating. A 


comparison 6/{leak output index with the 
other indicating of performance such as 
profitability shows that the year ol peak 
output is nut matched with high 
piofitability II would seem that the lowei 
profitability, despite peak productiun. was 
due to the low retention price (lixed at 
Rs 100 per tonne) payable to cement 
producers during 1969 to 1973, However, 
the profitability in 1978-79 at 7 8 per cent 
(though lower than 10.2 pet cent in 
1977-78) IS comparable with the index of 
peak output in 1978 
Though ulilisalion fluctuated between 87 .8 
per cent and 100 per cent. Table 2 shows 
ih.ll It was higher in the 1970s as compared 
to the tale of utilisation in the 1980s 
(utilisation was low parlieiiiariy in 1974 
and in 1980). Similar are^he findings when 
utilisation is taken as a ratio of annual 
production to installed capacity for the 
entire mdustiy for the period 1969 to 1988. 
Several leasons may be oficred for the 
lower utilisation in the 1980s. First, a 
number of new I n ms with one million 
tonne capacity commenced production in 


TsBII 2' AVIRACII t'AHACIIV UllLISAllON 

(Sampce Firms .vnu Toiai, Inoiairv ) 

(Per I eiii) 


Peiiod 

Litili.sation in 

Ulilisalion in 


Sample Finns 

Total Industry* 

IV6V /8 

97 Ot 

SOS 

ivy-8x 

93 I.S 

■7| 6 


' I 'iilis.innn IS 1 ,lie ol total output lo lolul iii.slallud 
wapu^ilv 

Si>ui<e .'(harm uiicii Table 2 I 



1 AIM 1 1 (iH'nv III Ol ( vPAi in 

INI) PR'IUI 1 

Tios' (11 (. 1 Ml SI Indi sirs 1970-89 


> e.ir 

Nuintx’i 

Installed 

Cirowlh 111 

Produclion 

Orowih III 

Utilisation 


of 

Capacity 

Capacity 

(Million 

Produclion 



PI mis-** 

(Million Tonnes) 

iPerCeni) 

Tonnes) 

(Per Cent) 

(Per Cent) 

197(1 

So 

17 18 


1 I 97 


8018 

19.'1 

SO 

19 11 

11 7 

14 98 

7 2 

77 17 

1973 

SI 

19.76 

1 8 

IS 79 

5 4 

79 91 

19" ( 

SI 

19 76 

0 0 

|S0(' 

■5.0 

75 91 

1971 

52 

19 88 

0 6 

14 .14 

-44 

72,1.1 

I97,S 

s4 

31 11 

6 .1 

16 IS 

144 

77.17 

19/6 

S.S 

21 46 

1 6 

18 71 

14 4 

87.18 

'977 

SS 

31 67 

0 1 

19 17 

3.5 

88 46 

1978 

.S6 

33 lo 

2 1 

19 63 

3 1 

88 54 

1979 

S7 

31,S4 

6 2 

IS .14 

-65 

77 91 

1980 

,S9 

25 65 

9 0 

ft 89 

-2 5 

69 75 

1981 

63 

29 22 

119 

20 87 

16.7 

71 43 

1983 

64 

11 7.1 

86 

22 64 

8,5 

71 .15 

1681 

69 

.16 20 

14 1 

25 70 

13 5 

7099 

1984 

7( 

40 03 

10.6 

29.67 

15 4 

74 41 

I98.S 

75 

41 13 

77 

13 07 

X.l 

74.17 

1986 

8(1 

49 72'' 

112 

.1164* 

47 

67 66 

1987 

87 

54 ()()• 

79 

16 98* 

9 0 • 

68.48 

1988 

.88 

.54 91* 

1 7 

40 72* 

9.2 

74.41 

1989 

94 

60 (K)** 

84 

4.1 50* 

6.4 

72,-50 


/Voici * Cemini 'itaiitliis IVKH. Cement Manufacturers' Association, p 14 
•' f.'i oiiimiu Survey / W. Table .3 9, p 46. 

• ” CcnK'ni Proclueiion and Despatches (of anunilKr of years) the numbers are appniximatioBS. 
.Voirn r (The capacity reported a.s ai the end ol (he year) RICH Repoil(l987).yrMfre.ruM iheSimcture 
iij ImluKUiat Kt tiuimi\. Volume III Cement Mu\Uy New Uellu, Table i 4, p 6. 



CKAfiiK GW)*t« w OitTwr w AillMW.h Rums. 1969- 198S 



1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 


Y<\ir 

llio 1980s Maiiyol those rirmsexpcncncod conitihuUii) tuctiuseausingundeiiiiihsation 
teething pioblonts due to the si/.col the kiln ol capacity among public .tml piivaic sector 
and the balancing eqiiipmeni insialled cement plants 

Secondly, the obsolescence and ageing ol In order to sliuly the tionds in capacity 
plants rcc|UiringmodernisationalTccicdthe iiliiisaiion in the sectors the sampi;; ot 4o 
total oiitpul tn some firms I'liirdly. plants has been divided into public (7) and 
powerciits/lripping in the stales aflectcd private sector t39; plants. The seven piibic 
the pioduflion ot cement indtistry to si sector units, have been lurthei chissiticd 
si/.eableextent Tlius, the paradox is hugely into public sector units (including CC'I), 
explained by both the inieiiial and external accounting for I 85 million tonnes ot 
laitois capaeiiy and CCl (4 lakh tonnes) only 

Thccausesforundcrutili.saUonofcapaciiy Similarly, the private sector units (39 
in ihc cement indusuy IS analysed h.csed on cement plains) have been cinssrfied into 
the study ol the Bureau of Industrial Cio.sl.s AC'f' (16 plants) with a total capacity of 
and Prices "The Bureau grouped the factors 6 97 million tonnes and otbeis (23 plants) 
into internal factors, external factors and with a share ol IU.4I million tonnes, 
mcscellaneous (actors. Internal laelots exi hiding ACC 

includeshoriagcofruwmalerial.mechanical A comparison of the average utilisation 
troubles, tecihing trouble and labour unrest ol capacity in the two sectins iTable 3) 
Shortage ol coal, powcrcut.s/trippings. showed a higher utilisation in the priv.itc 

shortage o( wagons and non .ivailability of sccioi as compared to the public seeior 

workable orders arc covered under the units. L.'lihsalioii in ACC w.is above 90 per 
external (actors. cent in both the periods and it was higher 

While in the 1970s, shortage of coal and than all the othei plants (public and private 

powcrcut.s accounted mainly for seiioi) A higher ulilrsaiion in the l9X0s 
undeiutilisation. in the 1980s . shortage of is ob.servcd even in the CCl plants, 
power alone accounted for significant Ho we vci.it can be inferred that .i significant 
percentage of loss in the utilisation of portion of total output of eeiiienl industry 
capacity. is contribuled by the private .sector plants 

and an appropriate climate must he created 
Pkivaiv; vs Puut.ic Sectdr •. . for a higher utilisation and increased 

output. 

The industry is primarily owned by the 'fable 4 presents the causes for under- 
privalc sector, which accounted for 87 pci utilisation (based on ratio of production to 
cent of total cement production at the end 


installcde^acitylHnpiiMk andprivaitescchif 
ccmeniuriit.s,.ThepdceiMage«fi<Ueca{)«city 
m the public sector as a whole was higher 
during 1982-87, as compared to ihe 
(lertormancc of only CCl for the .same 
period. It will be observed from Table 4 
that thcie is n significant diftcrence in the 
factors contributing lo undeiutilisation in 
the two sectors In the public sector plants 
mechanical problems have .signiticaiuly 
contributed to the underutilisulion whereas 
power cuts have been the main contributory 
factor in the pi i vale sector plants .Since the 
post-decontrol period has witnessed 
signifieant additions to capacity and. 
pi oduct'on m the private sector, Iheempirical 
findings suggest thal the supply side 
constrain has to be removed lo .lehicve 
higher eap.iciiy utilisation. 

Though several laeiors have coniributed 

10 underutilisation of capacity in the cement 
indti.sirv, factoi s like shortage of coal, power 
cuts and niechunical problems have been ' 
the most signilicarii Mechanical problems 
aic internal and need to he sorted out at . 
the firm level, but Ihe other two external 
l.ictors can be lectilied only with a change 
m the policy of the government. 

IV 

This section further biings out the 
importance ol these laciors by examining 
the relationship between capacity utilisation' ' 
iWhiirlon method) and coal supply in the 

11 firms' (oiu of the sample ol 26 firm.s), ■ 
for the perioil 1982 to 1987 The finns arg , 
located in .seven diffcrcni stales which ' 
will give a picture ol intcr-.s'ate variations ^ 
in coal uvailahilily and utilisation, it is 
further pustulated thai availability of coal 
and utilisation arc positively correlated, 
and the quarterly supply of coal as per 
allolmeni would increase utilisation 
signiticanily. The coal ratio has been 
obtained by dividing the quarterly supply 
(actuals) ol coal by the quarterly quota of, 
ctial (m tonnes), for each of Ihe 11 firms. 

•Simple correlation has been computed 
between the two variables The emphasi.s 
is on positive results lathcr than Ihe degree 
of relationship. Next, the sample firms 
have been classified into three categories, . 
VI/.. low, moderate and high utilisation and 
thecorresponding ranges are - less than 70 
per cent, 70 per cent lo 88 per cent, 88 per 
cent and above The coefficient of 
correlation is positive in nine firm and ', 


of 1988. Of the 13 per cent share of public 
sector, the Cement Corporation of India 
accounted for 5.7 per cent and companies 
owned by the state governments for the 
remaining 7.3 per amt This study seeks to 
explain the exceptional performance of the 
central undertaking, i e, CementCorporation 
of India as well as the differences in the 


Tabli; V .\vEiiAui- CAPAfiTy li’ni.ixxTioN in .SprioRs (Sampi k Firms Oni \) 
_ Public Seclor __ Privaie .Sevior 


Period 

CCl (2) 

Public Sector 

ACC (16) 

OihciN (23) 

796^-78 

94 4 

97,4 

9.5 5 

94 i 

1979-88 

92.8 

9.5.7 

%4 

96.0 


&iurt r bhanu, op cit. Tabic 2 3. 
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reitti6h^lp is observed bdwdto tne be under administer price, s^itire (he 


variables. 

Table 5 presents the class intervals of 
capacity utilisation and the corresponding 
average coal ratio in the 11 cement firms. 
It is seen in the table, that higher utilisation 
in the firm is associated with higher 
supply of coal, though in firms like 
Mysore and Saurashtra cement the reverse 
is true. This is because the consumption 
of coal per tonne of clinker varies with the 
quality of coal as well as the process 
employed. Wet process plants consume 
more coal than semi dry or dry process 
plants and it may be conjectured the 
dry process and efficient management 
(see Ghosh Committee Report on Cement 
Industry 1981) of the stock of coal were 
probably the rea.sons fur higher utilisation ' 
in these firms, despite the low supply nt 
coal. 

Reoression Analysis 

Coal constitutes an important input for 
the cement industry. It is used both as fuel 
as well us a raw mateiial. Hence a minimum 
coal availability is a must. Next to coal, 
power constitutes the most significant fuel, 
so much .so that cement firms are advised 
to instal captive power generators to 
overcome production loss due to frequent 
power cuts/trippings. Data on power 
availability are drawn from the annual reports 
of Cement Manufacturers' Association Idr 
the years - 1982 to 1985 and 1987. As no 
information is available fur 1986, the 
average of the other years is taken tor that 
year. The annual reports give information 
about the number of day s and the percentage 
oi'powercut for different states. The power 
availability is taken as 100 per cent if no 
power cut is reported and 30 per cent, if 
70 per cent power cut is reported. The 
percentage availability is weighted by the 
number of days of availability in the year 
to get the weighted average of availability 
of power. 

In February 1982, a policy of dual pricing 
was introduced. According to this policy, an 


balance of 33.3 per cent could be sold in 
the open market. 'The percentage of levy 
output however was progressively 
reduced in the subsequent years. This 
meant increased availability of output to 
the manufacturers for sales in the open 
market. It is postulated that this policy of 
the government would lead to higher 
utilisation. Weighted price is computed to 
give effect to the dual pricing system. The 
percentage of levy is adopted as aft 
alternative variable. The weighted pnee is 
obtained by multiplying the levy price and 
the non-levy price by their respective 
proportion of output and then by adding 
them. These prices are corrected by the index 
of wholesale pnccs with ba.se 1970-71. 

The form of the regression model is as 
under- 

CU = « + P, C -»■ B, P + P. PL + P WP 
Where. 

CU^ = Capacity uiili.sation in the quarter q 
IS in percentages (based on Wharton 
method) 

= Coal supply as a percentage of coal 
quota in the quarter q. 

P| - Percentage of power availability 10 
powei allotted to the industry in the 
■•lute in the quarter q. 

P^ = Percentage of levy cement in the 
quarter q. 

WP = Weighted average price pci tonne 
of cement in real terms in the 
quartet q 

Firm dummies have been incorporated to 
give effect lo the variations in the rate of 
utilisation across the firms as it is 
postulated that capacity utilisation across 
firms is significantly different (rom the 
base firm. The method of ordinary lea<i 
square is used in the esiimaiion. The 
choice of an equation is based on multiple 
criteria, such as R^ and signs ul the 
coefficients of the variables. I he etfecl of 
the explanatory variable on capacity 
utilis.uion is examined in a sample of iive 
firms*, viz, Indiaf'emeni, Madras Cemeni, 


trnAii _ , 

and Saurashtra Cement for the period 
1982 to 1987. 

The result of the regression analysis is as 
follows: 

Equation I 

CU =-m.04+.2102C +.53P +.679WP 
(3.2095) (4.5513) (3.5355) 
+ 2.1838 D, + 8.037 D, - 17.49 D, 
(.5862) (1.5779) (4.5530) 

-I- 1.823 D, 

(.4959) 

R' = 0.32 R- = 0.36 

F Ratio (7.***) = 9.1460 
(The figures in the bracket are t - ratios). 
No of observations = 120. 

Equation II 

CU = 94.90 + .1293 C - .6194 P 
^ (2.1945)' (6.2295] 

- I.I47I PL + 2 9107 D, 

(6.7717)' (.8799) 

+ 11.82 D. - 17 62 D, + 1.8030 D, 
(2.6182) (5.2193) (5522) 

R-’ = 0.47 R- = 0.49 

F Ratio (7.120) = l5.K8.i?.. 

(t-ratios are in the brackets) 

No of observations =■ 120 
The R’ of the e.stimated equation I is 0,36. 
The regression result shows that the 
coefficients of coal and power variables 
arc positive and arc statistically signilicant. 
The signs of the coci ffcients arc consistent 
with theoretical postulates. It can be interred 
from the coefficient ol quarterly pci cemage 
of coal that, other things being equal, an 
increase in the supply of coal by I 
percentage poini would increase utilisation 
by 0.21 per cent. 

The coefficient shows ihc importance of 
coal in cement production since it is used 
as luel as well ns raw maturiai The 
cocflicient of power a vai lability shows that, 
other things being equal, an increase in 
power supply by one percentage point will 
increase capacity utilisation by 0(53 per 
cent (possibly firms depended on IXi sets 


TABcr- 5- Averaoc StJm.\ Ratio of Coai and Utilisahon in Sei fccT Cemf-nt Rrm.s (II) 


Utilisation 


Indian 

Andhra 

Orissa 

Madra.s 

Mysore J K Cement Tamil Nadu Bagalkoi 

Katyunpur .Saurashtra 

Sn Dieviiay 



Cement 

Cement 

Cement 

Cement 

Cement 

Cement 

Cement 

Cement 

Cement 

CeiiK'nt 

Cement 

Low 

less thon 

70 per cent 

04 



O.4o 



0 28 

0 44 


Dbl 


Moderate 

70 per cent 
88 per cent 

0.61 

0,78 

0,69 

0 68 

0.64 

0.74 

0.57 

0.61 

0.78 

0 46 

0.66 

High 

88 per cent 
and above 

O/W 

0.89 

0.69 

0.75 

0.48 

0.65 

0,66 

(f6l 

(l74 

0..55 

0,71 


Notes'. I Per cent of utilisation in the firms is denved by Wharton method. 


2 Ratio of coal (quarterly) = . .;-computed for each of the firm for the four auaneiv of i vs ’ to 87 

quarterly quota of coal (in tonnes) 

3. The ratio of coal (quarterly) is matched with utilisation tquanerly) and averaged lor each of the firm. 






lor 0 47 per cent of utilisation) Similarly, 
an increase of cement price by Rs I will 
increase utilisation by ().6b per cent. That 
IS. cement prices have a positive inlluence 
on capacity utilisation Among the firm 
dummies, only O, repiesenting Saurashira 
('ement (equation I i is staiisiically significant 
and negative sign indicates lower capacity 
iitilisaiioii in the lirin as compared lO India 
Cement 

The R ot equation II is 0 49 and the fit 
is good In ihc regression icsult. the 
cocflicientsofthccoal and power variables 
'.are siaiisticalls signilicant and the signs 
are positive The eoettieieni of the per¬ 
centage ol levy, which is used as an 
alternative to weighted aserage price is 
also stalislicallY signiticant and the 
eocfficicni has negative sign, as postulated 
Thus an increase by I percentage point in 
the percentage ot levy would reduce 
utiiisalion by 1.14 per cent Thus capacity 
utilisation has an inveise lelationship with 
percentage ol levy 

To sum up the lindings ol regiession 
analysis availability of coal as well as power 
IS important for higher capacity utilisation 
in cemeni indtisiry While pnee ol cement 
has a positive elleei on cap.itily utilisat'on, 
levy has a negative elfecl 

Cuv 1 ' s,- i.ss 

Ihc ouipui mdices loi the sample lirms 
and 101 Ihe loi.o industry registered a 
subsiantial incicase dining the peiiod undei 
study especially m the decontrol period 
Dupi’.gihe l9XUs,undcruti'.isalionol capaciiv 
.iiul the lesult.ini M.igmilion in prodiuiion 
can be atlribuicd to Ihc esisiencc of 
inliasiraituial boillencct s, which h.is been 
eiiipiritally established Thus ih: cMeti ol 
liberalisation in the cemeni mdiisiiy was 
diluted by the lack oi mvcsinieni in coal and 
powir which ic'sulied in shoil.iges, which 
in turn, led to poorei pertorinancc and 
deceleration lo ,iddition.il I'lve.stineni m the 
industry 

Notes 

(This pa|x;r is u levised version ..! lln chapier 
'Capacily lJuhsanon in Cemeni Inuusiry' ot 
my Hhl) ihcsi-. Ccincnl Indasiiy in India - A 
.Study ot Cap.icny Lhihsanon Invesinicin and 
InvcTiiciy Behaviour'. Osmain.i th'iversiiy 
Hyderiibad. 1092 I would like In ihank K 
Kadhiikiishii.i dormer direelot ol ■ hSS 
Hyderah.ull iiieinhei -.scciemiy. ICSSK. my 
guide lor IMill Ihesic loi hi' cuii'lanl 
encour-ige' lenl and guidance My special Ilianks 
to Kanitkalalha Mukund lot hersuggeslmns for 
relrariing Ihe paper) 

I Bureau ol Indusli lal Costs and Prii e,. Ministry 
of Indusiiy. SiuJii’\ ti/i iltr Sliuimir of the 
lmlii.\!ri(il Hii>iiiim\, Cfiiii'nl hiiJiiMry 
Volume III. May I9S7 p 19 


2 Tariff Cuminnssion (1974}. report on 
eomprehen.sive review ofllic cenient industry, 
for ihe revision of faire.t-works price payable 
lo die producers, Bombay, Governmeni -af 
India 

^ The approaches are rated capacily. installed 
capacily.lhcinaelimehoiirmelhod. measures 
based on two shifts, maximum oulpupi pei 
spindle/looiii in icxiilc industry cosi-based 
measures, etc 

4 Source. < 'eiiu nl I’rixlut non and Hespnu hr\/ 
(’('infill Oiiiii Book, a publication ol ilevciop- 
meni .iiiimssioner for cemeni Though llit 
melhodology of colleclmg the data is not 
mdiealed. we .assume ihal Ihe reporting i> on 
three shift basis, as cemeni mdustiy is a 
eonlmui'HS process industry 1 he cnterion (oi 
selecting Ihe pl.mt has been availability ol 
d.ii.i on a continuous basis, I97S is ihe cui- 
oll point for Ihe inclusion ol ihe planl/firm m 
the sample 

-“i Thai IS lo say ifl.rranyrea.son. like unusually 
love output in January, or commercial 
produelion commencing m the middle of the 
year, the indices could not be eoinpulud trom 
January ol ih.ii ye.ii Ihc haw was shifted lo 
iho January ot Ihe following yeai By ihis 
exercise we aimed :il the loinpulalinn of 
indues lor 12 nionihs (o begin with, and 
avoid disioilion, m Ihe indues, it Ihe base 
inonih oulpiil were lo be veiv low 


6 step Table 1.8, p 8. T^e Bureiia <oim|M)4sd 
the data from Cemeni Production and 
Despuichet/Ceineni Dulti Book for Ihe 
years 1972 to 1984. Hence Ihe source for 
analysing faeiurs affecting produelion in 
ccincnl firms, for thi.v study and for the 
Bureau have been the .same Causes for 
underutilisalinn IS based on installed capacily 
of (he plant 

7 The eleven (inns are - I India f'cnicni. 
1 Andhra Pradesh. .J Orissa Cement. 
4 Madras Cement, S Mysore Cemeni. 
6 J K Cement. 7 Tamil Nadu Cement. 8 
Bagulkot Cement. 9 Kalyanpur CVineni. 
lb .Saurushtra Cement, II .Sri Uigviiav 
Cemeni 

8 Firms having po.sinve eorielalc n belwcen 
coal availahiliiy and iililisali.m 
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Industrial Liberalisation: Policy Issues 

at State Level 

Sandeep Bhargava 

This paper evaluates the post 199! industrial poliiy relarms in India with particular referetu e to the state of Rajasthan. 
The viability of a strategy to attract new invcsinients on the basis of finam lal incentives is assessed and policy, market 
and infrastiui ture impediments are highlighted. The paper provides suggestions for the design of future policy that would 
lead to long-term private sector industrial development 


THE obicclivc of ihis study is to evaluate 
the industrial iclorm process in India that 
bceiin in 1991 The emphasis will he on the 
steps hemp taken in this direction at the state 
level and. in particular, in the state ot 
K.ijasthan. The motivation behind industrial 
leforms is clear. Indian industry needed to 
he set tree from the well meaning but highly 
claustrophobic atmosphere ol strict licensing 
andregulalionol the l9.S0s. l9(S()sand 1970s 
Oiiiing the l9K0s certain liberalising steps 
were taken but they were half-hearted and 
lacked a coherent political and economit 
agenda The severe linanctal crisis laced by 
the Indian economy in 1991 lorcedthecentral 
eoveimncnt to take Jiastic legislative and 
policy measures to set industry tree ol 
excessive regulation in tune with •he pro- 
market lefoiins seen iii se'eral othci' 
develirping countries The majoreomponenis 
of this reloriii proves, which inllueiKc the 
industrial growth rate .ire macro-ecoiioniu 
siabili.saiion including iisca! .md inli.iiioa 
control, industrial delicensing lud u-h.im ol 
mdii.strial legulaiion. hade libci iiis.iiion. 
toreigii cxihange •efoims and inpcc 
convertibility.disinvestment iiisi.iie owned 
enterprises as well .is privatisation, c.isc ol 
foreign Jireci invcsirnent and pr.rilolio 
investment via the stock market aim pri\ ate 
sector participaiion in inlrasirucl.nc 'core; 
sectors like power, telecom, and 'oads 
Policy measures initiated by the central 
governmem have set the ptice lor industrial 
liberalistuion but Ihc implemenialionot ihese 
policies lakes place in the stales Iheretore 
state governments and then jiolities play a 
major role m attracting and developing 
industry. The success of state goveinments 
ill doing so will be the locus o' this pajicr 
With external and internal pressure on siiite 
govemmeiiLs to increase growth we are now 
witnes.sing an incentive war’ among states 
striving to attiuci new invc.simcius. One ol 
the issues thus paper will address iv the 
viability ofasiraiegy to.itiruct new indiisiiies 
mainly on the basis ol lax mccniives and 
subsidies. Our contention will be that this 
strategy is short-sighted and will noi lead 
to sustainable industrial development. The 
emphasis clearly needs to be on providing 
appropriate physical infra.strMeture (power, 
water, transport telecom), legal and financial 
inrra.<anicture (corporate law. accountancy 


norms, banks, capital markets), and social 
infrastructure (good housing, public health, 
and education tacililics) 

The second but clo.scly related issue is 'he 
regulatory regime prevaleni in slates. 
Allhouah industrial licensing has been 
abandoned sevei.il licences and permits need 
to he siill lakcn lor access to land, water, 
and power In addition, environmental, 
labour, comjia.iy. and tax laws have to he 
cc'inplied will) entailing numerous 
uis|vilions on iiidiisliial enterprises The 
imich desiied ’hiissle tree environment and 
111 'cstoi lio.ndly adminisiraiion is 
conscqiiciUly elusi s in sevci .li slates. Clearly 
svimc cieiiicni o( rcgul.iiion bv the 
gi'vcinmcntol a newly liberalised iiulusirial 
.sector i.s dcsir.ibic to prevent h.ipha/aid anii 
detrimental giowil. The nature and seojic 
ol this legiilai.on need to be i irclully 
asscsseil 

Although the locus o( this papei is the 
iiid<i.iii.il polii> legiine in K.iiaslh.in, the 
ccn'.ial issues ind jiolicv lecomuicndations 
wiHilii he ipi’i'C.iblc lor.i iii.iionly ol Indi in 
sia'cs Ai Ihc outset i, is worth meniiiiiiing 
ili.i: the locus ol this jiajiei s on medium 
,iikI huge SI .lie iiuliistiics in the organised 
priv.iiesn.l.>r .Sni ill-sealeindustriesandihe 
policies low,lids them aie an important part 
ol the I'uli.m iiuliistrial scene hut will not 
be examined hcie This pajici also docs not 
,'s.immc the roK- il public sector indiisiiic' 
and the rcstiuctiiiiiui piogrammo cuiiently 
underway lomakeiheiiieflicient and viable ' 


introduction 

The -haio of Kajuslhan in lol.i! indiisiiial 
investment m India dining l99(-94w.is4 1 
per i ent In contrast, Gujarat led the mdusinul 
reagiie by attracting dO per cent of total 
investment over the same period A qoii k 
look at historical ilaia on investment reveal.s 
a simil.ir pieiuie Kajasihan has undoubtedly 
been an industriai laggard though Ihi.s 
description is fast becoming outdated m 
view'of the industrial policy initiatives'aken 
by the state government in 1991) and 1994 
The pool industrial base of Riijasihan is 
easily explained. Being a land-locked .stale 
and lacking access to a port. Rajasthan was 
unable to attract indu.slries during the British 


rule jinor to 1947 despite being home to one 
ol the leading businesscomniumiiesofindia, 
the Mat wans The economy was m.amly 
lural- .ind .igikullure-based The 
lircdoimn.tnllv deseii lerratn of Rajasthan 
and water seaicily limiicu the role of 
agnculiiire .is a souree of earnings, 
mvesimeni and economic gro'vih. The 
industrial scenario did not eliange 
sigmlieantlv lor much oi the post 1947 
period Agriculture and mral development 
remained prioriiy aieas lor the state 
govcrnmcnl .Some new mdusii ics did come 
up in ihc k xlile. mineral. ,ind power seelons 
through both govcrnm.;ni and private 
iiuli.iiiscs hut the gcogia|ihie<il spieud .and 
depth ol industrial investment remained 
limiled In Ihc absence )*f modern lechnology 
and invcsiiiien'. tradiiioir.>l mdusiiiesol the 
small and medium scale variety such as 
loiirism. gems and jewelleiv hand made 
textiles, .aid oihei viil igc cralis became the 
major souice o( noii-agiicultur.|! eainuig.s 
lor the piivale sector 
Several miiialivcsi.iKen by ihc govcrnmcnl 
duriiig llie I97()s and l9Ht)s laid the 
louiidation lor (he more leeeni industrial 
uirnaroiiiul. The Rajasthan St.ile Indu.stnal 
Development and In.cstmeni (’orporalion 
Limited (KIK'O) was lornied by the 
nosernmeni 'o promote medium- and laigc- 
sc.'le iiidu'.tries Similarly the Kajasihuti 
I mr.ii.c i.il C; ;r|)oi .11 loll (RI'C) was esiabi ished 
lo proside liinil.iig lo piivate entrepreneurs 
in Ihe spi.ill-sc.ile sector The Bureau of 
Imlusiri.i! Piomoiioii (BIPi was esiaolished 
as .1 Single VViiuiow Agency (oeo-ordinale 
cli.aianccs h\ ihe various g.ixeinmcni 
agencies nesC'sary before ;i new mdusliy 
c;in be set up Secioial development agciieies 
to promote mining .iciivity, small-seah;. 
hundieialls ,ind vill.ige indii.sines were also 
established In addition to these scmi- 
aiit.inomous corporations several 
goeernmen: minisiues and dojianments such 
as the Doecioi.iie ol Indiisincs, Muusiries 
ol Industiy. I■ln.lnce, Mines. F.neigy and 
Biivironmcni .iie diicciiy iiiv.lived in 
industrial development at (he state level 
With this .irray o( g(>vernment-spon.soic'd 
agencies and in the wake of the 1990 .md 
P»94 stale mdusiii.il policies die outlook lor 
Iiulusirial growih in Rajasthan looks 
decidedly onghtcr There has been a 



substantial inflow of new investments since 
1990-91 both by domestic and foreign 
investors. New industrial centres have 
developed in the districts ol Alwar and 
Bhiwadi in close proximity to Delhi. In line 
with the 1991 industrial policy oi the central 
government several proposals tunnvestment 
in infrastructure sectors such as power and 
roads arc in the pipeline. However, in 
comparative terms Rajasthan still lags behind 
the leading states such as Maharashtra, 
Gujarat, Punjab, and Karnataka. In this paper 
we would like therefore to evaluate the 
measures taken hy the state government 
since 1990-91 to promote industrial growth. 
In particular, we would like to scrutinise the 
1994 industrial policy in terms of how 
successful it is likely to be in raising the 
industrial profile of Rajasthan. 

But. first, we need to answer the following 
questions What drives industrial growth? 
And, what makes some states (regions) more 
.successful than others in atiractmg industrial 
investment? Let us examine the llrsi issue* 
The role of the government in promoting 
industry in a developing country remains oi 
considerable importance. Despite the free- 
murket, laissez-faire economic philosophy 
that swept through most industrialised 
countries during ihc I98()s the expet icnce 
of the cast Asian high growth economies 
highlights the pivotal role of government 
even in a liberalised environment.' For 
example, the stale can provide a conducive 
environmeni for invesimeni. This includes 
above all a stable macro-economic environ¬ 
ment. High fiscal deficits arc harmful for 
industrial growth since funds necessary toi 
private investment get pre-empted by the 
government. High inllation and volatile 
exchange rates distort relative prices and 
generate uncertainly thereby rcdin.ing 
industrial investment. The government also 
plays a critical role at least in early siages 
of ^vclopmeni iii providing infraslructurc 
for industry such as access to land, water, 
power, and transport. Other tactors ihat also 
inllucnce industrial growth arc the financial 
and legal infrastructure an impartial 
judiciary, enforcenhlc property rights, a 
skilled workforce, and the degree to which 
the domestic industries face foreign 
competition. Inthccaseof India these issues 
are addressed by policy both at the central 
and state level, and we shall return to ihi.s 
subject in later sections 
Moving now to the second question the 
factors attracting investment to oiiq state 
rather than another arc broadly the degree 
to which the state administration is business 
friendly, theatlitudeofthe political leadership 
towards industry, the speed at which 
industrial policy reforms are implemented, 
the quality of infrastructure, the fiscal 
situation including the tax/sub.sidy regime, 
nature and degree of corruption, industrial 
relations, and the law and order situation. 


In a recent survey of the ten best sttt&’^r 
doing business (see Business India (iune 
6-19, 1994)), Rajasthan did well to be 
included in the ten despite drawbacks such 
as an inhospitable climate, predominantly 
unskilled labour, and low literacy rates. 
Compared to the other states being surveyed 
(Gujarat, Maharashtra, Madhya Pradesh, 
Punjab. Karnataka, Uttar Pradesh, Kerala, 
West Bengal) it is evident that Rajasthan 
needs to catch up on several counts. For 
instance, Rajasthan was ranked ninth in terms 
of how favourable the political leadership 
and bureaucracy is towards business. 

The rest of the paper is structured in the 
following manner. In Sections II and III we 
outline the key features of the new industrial 
policy of the central government and the 
government of Rajasthan paying attention 
to the consistency and viability of these 
measures. In Section IV we focus on the 
ground level n-ality of industrial policy 
reform. This section draws on extensive 
discussion wiih government officials, 
bankers, and managcr.s and owners from the 
corporate sector. Here we also evaluate the 
response of firms, markets, and financial 
institutions lo the new policies in place. Iri 
light ol our discussion we recommend 
measures fur the design of future policy to 
promote efficient and sustainable industrial 
development at the state level. Lessons will 
be drawn for industrial development in 
Rajasthan and othei states truni the advanced 
states such as Gujarat and Maharashtra. 
Section V concludes with a discussion of the 
role ol government in promoting private 
sector industrial development and the nature 
ufiegulotion necessary in the new liberalised 
regime. 

II 

New Industrial Policy: 

Central Government 

The objectives of the industrial policy 
regime nurtured by the central fovarhinent 
duijng the period 1948 1980 arc typified by 
the Industrial Policy Resolution of 1956 
This resolution cmphasi.ses the 'need to 
develop heavy industries and machine 
making industries, to expand the public 
sector, to build up a large and growing co¬ 
operative .sector and to encourage the widest 
diffusion of ownership and management in 
(Private industries including the need for 
prevention of monopolies and concentration 
of economic power' fscc Government of 
India (1994)). This policy laid emphasis on 
developing cottage and village industries as 
well as modern small-scale industries. The 
objective was to promote balanced 
development across regions and the 
lulfilment of socio-economic goals, 
industries weie classified into three 
categories. In the first category industries 
were reserved for the public sector, in the 


second ciiegMy of induHriet ttw ikibNc 
sector was meam to take die initiative with 
supplementary paiticipation by the private 
sector. The third category was left open to 
entry by private enterprises. This policy 
regime spawned a large Industrial structure 
in India which was dominated by an 
inefficient and loss-making public sector. 
Private sector inihistries did develop but 
only in limited sectors and regions where 
industrialists found ingenious ways of getting 
round stifling bureaucratic red-tape. In a 
perverse fashion the private sector achieved 
precisely whal the government policies had 
intended not to happen. For instance! the 
licensing regime resulted in concentration 
of large industries in relatively few hands. 
Licensing and location restrictions resulted 
in fragmented and under-utilised capacity. 
The objectives of balanced regional growth 
were' also not achieved as successful 
industries were concentrated in a tew regions 
of the country. Reservation of product lines 
for the small-scale sector prevented the 
development and use of modern technology 
and resulted in low quality products. 
Industrial sickness became widespread in 
small, medium, and large scale sectors due 
to restrictions imposed by the government 
on the entry and exit of linns, on retrenching 
labour, on selling factories, and on acquiring 
and selling land. Until the eaily I98()s the 
industrial growth rales did little to raise the 
average GDP growth rale of 3 per cent to 
4 per cent. ^ 

During the 1980s ihc central government 
tried to set right the impediments lo private 
industries and a few liberalising measures 
were I aken leading lo a sharp rise in industrial 
growth but It was only the 1991 policy 
declaration that put in place a dramatically 
new regime with an appropriate set of 
incentives aimed at industrial development. 
An underlying objective of this policy was 
to remove the administrative barriers to 
entry faced by domestic and foreign firms 
and also remove restnctions on capacity 
expansion and diversification. The major 
features of this new policy that signify a 
sharp departure from earlier polices ure thr 
following; (I) The category of industria 
reserved for the public sector due to security 
and strategic reasons hat been pruned from 
17 to 8. (2) Industrial licensing has been 
abolished for all industries except those 
with environmental or security implications. 

(3) The Pha.sed Manufacturing Programmes 
that force businesses to adopt indigenous 
manufacturing methods ha ve been abolished 

(4) The mandatory convertibility clause by 
which government-owned financial 
institutions can con vert iheirloanstoinduitry 
into equity has been abolished. (Sj The pre¬ 
entry investment controls on large business 
hou-scs (with assets over Rs 1 billion) have 
been abolished The Monopolies and 
Restrictive Trade Practices (MRTP) Act of 
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wiik 

preventing nttrictiveand un&lrcominaciat 
prectices u well as consumer protection. (6) 
Approval of foreign investment of up to 51 
per cent equity in high priority and hi-tech 
industries that require large investments has 
been madeeasier. Likewise foreign technical 
collaborations have also been made easier. 
Alongside these reforms the Indian 
government has also brought down trade 
barriers and devalued the exchange rate twice 
since 1991 io achieve a competitive and 
credible exchange rate for the rupee. 

For those familiar with the pre-1991 
industrial and economic policies these new 
policy changes are bold and sweeping. The 
effects are becoming evident. Domestic 
- investment and foreign (direct as well as 
portfolio) in vestment have risen sharply since 
1991 though there was an initial period of 
inactivity due to the economic contraction 
in the w^e of the macm-economic crisis ot 
1990-91. Industrial growth rates during 1994- 
93 have increased by 8 per cent oyer the 
previous year, and the private sector 
investment rates are rapidly increasing. The 
relaxation of budgetary deficit targets and 
the build up of inflation during I994-9S are 
a cau.se for concern but the initial steps for 
a healthy and vibrant industrial sector have 
been taken Admittedly, much of the 
Increased investment figures since 199) 
reflects investment approvals and intemions 
rather than actual implementation. For 
instance, a recent survey by the Centre for 
Monitoring the Indian Economy (CMiC) of 
over 3,000 industnal projects with planned 
investments of Rs 7,764 billion ($247.57 
billion) reveals a stiong increase of 46 per 
cent in investment intentions but very weak 
growth ol 4.4 per cent in projects being 
actually implemented (sec Financial Timtx, 
London, January 10, 1995). It is data like 
these that indicate that there remain serious 
constraints in the industrial and business 
sector that hold back investment intentions 
from being realised. 

The central government puts in place a 
broad policy framework for the development 
of industry but it is the various slate 
governments that arc the front line imple¬ 
mentors of lefinrm. Iliese governments play 
a crucial part in the actual development of 
new and existing industries. The policy 
towards industry adopted and implemented 
by the state government therefore becomes 
of vital importance. Once such policy initi¬ 
ative has been the 1994 industrial policy of 
Rajasthan to which we now turn our attention. 

in 

New lodusUial PoUcy at State Level 

The key elements of the strategy to ptuinote 
i ndustrial development as stated in the policy 
documeM(Ooveiniiien(ofRigasthM. 1994]' 
ate iffiprovement of the in veatmem cUmaie, 



jRpansten'df |:^y^cat/aMt.ifm tnm- 
atnicture, slmpliflcation of rules and pro¬ 
cedures, speedy access to Inputs and clear¬ 
ances for industries. Increas^ role of pri¬ 
vate sector in infrastructure development, 
promotion of labour intensive industries os 
well as rural and small scale industrie.s, 
increase availability of skilled manpower 
and support for quality improvement, and 
arenew^ focus on exports and local resource 
based development and exports. A laudable 
feature of the 1994 policy was that the state 
government simultaneously put in place legal 
changes to .support the reform measures so 
(hat there were no legal obstacles to 
implementation Given that the new policy 
came into force as recently as June 1994 it 
is too early to assess its success. However, 
the degree to which the Rajasthan government 
has been able to implement its own policies 
in the past and the manner in which the state 
has responded to the 1991 central government 
policy will indicate how successful the new 
policy is likely to be. 


iNFRASTHUnORfc DEVELOPMENT 

RIICO, the major indu.strial development 
agency, has been instrumental in developing 
over 200 industnal estates with supporting 
infrastructure such as power, water, roads, 
telecom, housing and other .social amenities. 
However, only a handful of these estates 
have been successful in attracting and 
su.staining profit-making industries. Private 
enierprices have now been also permitted to 
establish and maintain industrial areas 
provided they arc at least 10 kilometres 
away from an existing RIICO estate. Foi 
highly polluting industries special cones afe 
planned with common cflluent ireatmcni 
plants The rules relating to allotment ot land 
outside industrial areas and conversion oi 
agricultural land to industrial land have been 
considerably simplified The shortage of 
power IS a common problem facing indus¬ 
tries almost throughout India. The state 
government has taken several initiatives to 
overcome this shortage and provide for future 
industry demands New thermal, gas, and 
lignite based power plants are at various 
stages of being commissioned. Following 
the trend in other states of India pnvate 
sector participation is being encouiaged in 
power generation along with guaranteed 
payments for the sale of power to stale- 
owned electneily boards. Water resources 
are being enhanced by use of more efficient 
and innovative schemes for the use of surface 
and groundwater including that from the 
IndiraCandhi Canal. Tocasc transport bottle¬ 
necks a massive investment programme is 
in progress to convert the meter gauge rail 
network into bioad gauge. Private investors 
are being encouraged'to build and maintain 
roads and bridges, and legislation to allow 
such investors to collect toll from users is 
in place. 


In the abimite of mtfure 

development llnancid institutions such as 
RIICO and RPC play an important role ip 
providing funding for industrial projects. 
The loan and equity portfolio of these 
institutions has increased steadily but there 
has been concern about the quality of the 
portfolio. There is now a renewed emphasis 
on careful project selection and better 
monitoring of projects by these agencies to 
prevent default on payments. The boom in 
leasing and finance industry has also helped 
release funds for industrial investment. The 
record ot commercial banks (that have 
themselves been undergoing restructuring) 
in financing industry has been mixed. Tte 
securities scam of IW2 and strict guidelines 
on the quality of loan portfolio have made 
the banks cautious in their industrial lending. 
At the same time the sharp increase in 
government borrowing from banks and 
Reserve Bank oflndia since 1993 has reduced 
the funds available for commercial bank 
lending to industrial sector. Net bank credit 
to the government grew at 17 per cent in 
1993-94. while bank credit to commercial 
sector tell from 13 per cent (1992-93) to 6 
per cent during 1993-94. Measures taken by 
the central government in 1994-95 budget 
on tax reform and for investment promotion' 
have led to the reduction of user cost of 
capital. However, it is now recognised that- 
industrial invc.s(mcn( may be held hack not 
so much for lack of funds nr the cost of 
capital but the presence of significant idle 
capacity in the manufacturing sector. This 
IS one of the unfortunate legacies of the pre- 
1991 industrial policy regime. Since new 
.licences were denied if idle capacity existed, 
established linns hadan incent)veto maintain 
idle capacity to keep out potential entrants. 

.Simplification of Aomini.strative 
Clear A.NCEs 

Increased awareness ol environmental 
damage caused by industrial wa.ste has IcxJ 
to stringent environmental control of 
industrial units. However, taken to an extreme, 
such controls, in (he same manner as pre- 
1991 industrial licensing regulations, can . 
curtail industrial growth Steps have therefote 
been taken to case the procedure through 
which environmental clearances are granted 
and certain types of small-scale indu$lrie.s 
have been exempted from these clearances 
altogether. The previous regulatory regime 
required several inspections of factories and 
plants often involving different departments 
checking for the compliance of the same 
rules. This regime caused considerable 
disruption to busines.s activity and 
encouraged corruption. The government has 
streamlined these controls by replacing 
checks for various labour laws by one; 
commoa in.spei'iion. The criiena under which 
factories would be inspected ha VC been m«)e 
explicit and also reduced in number. Checks 
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under the Fneiories Act have also been 
reduced and prior permission is now required 
by a senior oltlcei botore an inspcctii'ii is 
carried out. 

C.insiderable emphasis is novs being paid 
to speedy clearances otinvcsinieni proposals. 
The availability of land, watci. power, 
pollution clearances to ness units is being 
I'acilitated by various goscinnient agencies 
including a high powered ciiiiimiltee headed 
by the chief sccrelaiy that can grant 
immediate cle<uances A particularly 
innovatise leature oi the new policy is that 
a tunc I tame has been set within which the 
clearances Iron, the varioii.s departments have 
to be gianted it the application by the 
entrepreneur is complete in all respects [see 
Government of Rapisthan 1994). 

Fi.sJANt ;ai Insimivis 

The state govciiitnenl oficis a variety ol 
incentives ti- new and existing industrial 
units in ihc small, medium, and largesectors 
These inceni'ves arc in ilie lorin of subsidies 
for capital investment, purchase of diesel 
generating .>ets and purcha''C ol equipment 
for testing product qualilv .Schemes arc also 
in place th.ii oflei sales lax incentives and 
dclermeni ,is well as those ottciing inierest- 
frec loans against sales lax paid. Sales lax 
cxempiion on purcha.se ol machinery and 
purchase tax exemptions arc al.so available 
under certain conditions Fortunately, the 
slate government has recognised lhai 
provision ol linaiicial incentives docs noi 
make up lot inadequacies in inlrastriicturc 
the quality ol which in the long lun is more 
nnporiani lor allra>.img and maintaining 
invcslmcnis r)n the basis ol this argument 
the goveniment plans to discontinue capital 
investment subsidy Iroin March 1997 and 
the funds released will be used ioi 
infrastructure development The sales tax 
structure is also being simplitied and directed 
at promoting value addition by encouraging 
the processing of agricultural and mineral 
products within the state rather than mere 
production ot the raw materials 

OlUhR Ml SSliKLS 

The new policy emphasises the 
development ol industries based on local 
resources that are abundant such as leather, 
wool, ceramic and glass, and minerals such 
us marble, granite, limestone, and gypsum. 
Agro-industries based on mustard, soyabean, 
cotton, jojoba, cut-flowers aic being 
encouraged and so arc hi-tech industries 
such as tissue culture and tiuiiculiurc. The 
electronics industry winch is relatively 
environment-friendly and can provide 
substantial export earnings IS being provided 
financial incentives. Rajasthan is one of the 
major tourist destinations in India and the 
development of tourism-related service 
industries which oflcr.scojK' foremployment 
and foreign exchange generation are being 


given high priority. Significant stepij'iiave 
been taken to attract investments from foreign 
companies and non-resident Indians (NRIs) 
through both joint ventures and wholly- 
owned subsidiaries. 

IV 

Policy Implementation 

It would be naive to assume thai this 
ambitious reform programme can be 
translated into action resulting in a lasting 
increase in industrial growth rales in 
Raja.sthan The success of an industrial relorm 
programme depends on hi'w well it is 
iniegraicd inio other elements on the reform 
agenda such as fiscal and monetary policy, 
trade and exchange latc liberali.sation, and 
financial and legal reforms. Political 
compulsions at the central and state level 
also impact on the speed with which reforms 
arc implemented specially when there might 
be resistance from trade unions and 
incumbent linns that have benefited from 
a ciosed, protected, and inward looking 
industrial regime These issues are irnpcmant 
both at the central and state levels and need 
to be cx,limned separately However, in line 
with locus ol our study and on the basis of 
extensive discussion with industrialists and 
buieaucrats we arc able to point out some 
of the major impediments that need to be 
removed at the state level tor effective 
impicnicntalion of reforms 

Ini KAsiRK r w DbVbLOPMi.N-r 

Robust infrastructure support is the key 
to industrial dcvcl(>pment It is now widely 
lecogniscd that the mo.st useiul role the 
government can play ir. supporting business 
activity IS to ensure that there is adequate 
supply ol c.s.sential industrial inputs such as 
power, water, transport, and telecom services 
The step.s being taken by the stale government 
on this front are bold but the results will only 
be seen with a time gap due to the inherent 
gestation lags of inliasiruclure projects. It 
IS essential that the state government 
withdraws from activities where it has no 
comparative advantage and which can be 
profitably undertaken by the private sector. 
Public money thus released could instead be 
spent on infrastructure development. These 
etforls need to be supplemented by private 
sector participation in infrastructure projects 
and several such projects in the power and 
transport sector are already underway 
However, it would be unrealistic to assume 
that pnvale sector firms will take over the 
responsibility o(, say, building power plants 
unless the state government takes the 
imliati ve Forinsiance, massive restructuring 
IS required to reform the loss-making 
electncitv boards in Raja.sthan and other 
states, 'fhe state government needs to separate 
Its obligation of providing cheap power to 
pour farmers and smal i-scale industries from 


the broader dTjectfite of «nsiirin| acfetjttiKc 
and regular power supply to ait categories 
of end users. One solution would be to 
charge the free market rate for electricity 
from ail users and then reimburse funds to 
users on the basts of their financial standing. 

The efforts of state government agencies 
to develop industrial estates to ensure 
adequate provision of infrastructure are very 
welcome But as has been pointed out earlier, 

I datively few of the.se estates boast an 
enviable record. The quality of infraMructure 
in the majority of industrial estates needs 
iinprovemcni. Problems range Irom powei 
shortage .ind pi Mir transport to an indiffcicnl 
local administration and excessive political 
inteiference. Not surprisingly, the estates 
that arc doing well are the ones where private 
entrepreneurs would have been most likely 
to succeeo on their own iimiaiive (for 
example. Bhiwadi, Aiwar. Jaipur,and Kola). 
This may be due to the proximity of these 
estates to business and political centres, water 
sources, or Iran.spori networks Clearly, the 
.state government needs to divert its limited 
funds in developing those areas for industry 
which do not have these inherent advantages 
but still bear potential for industrial growth. 
1 his could be. tor example, a mining region 
capable of supporting mineral-ba.scd indus- 
irics but lacking skilled manpower, transport 
and other industrial infrastructure. The 
bottom line should be that the stale intervenes 
to provide support where market and 
indu.strics cannot dcvelopon theirown steam. 

The same dictum holds true for 'he 
provision of financial assistance through 
state-owned development banks such as 
RflCO and RFC. These institutions have 
done well to support a number of small, 
medium, and large .scale industrial uniis. 
Due to a variety of inier-linkcd rea.sons such 
as price restnetions, financial tax/subsidy 
regime, regulatory regime, restrictions on 
closure of factories and labour redundancies, 
protection from domestic and foreign 
compctilors, .several of these units have 
become sick’ (unviable) and defaulted on 
their loans. At the same time ‘healthy' 
industrial units do not need llnaneial support 
from development banks and can easily tap 
the .newly liberalised financial markets for 
funds. Financial institutions therefore need 
to redirect their strategy by (a) identifying 
those projects that genuinely require loans 
at subsidised rates or are unable to access 
the capital markets, (b) carefully .screening 
applications and assisting applicants in the 
design of projects, and (c) improving the 
monitoring of ongoing projecH to prevent 
possible financial failures. 

FiNANaAl. iNCENTIVtS 

I'he role of investment and tax incentives 
has been long debated in the economic 
development literature [see, for instaiKe, 
Galenson 1984]. Incentives are generally 
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vicv^ iiissecbQd hii(nii£wli'"m' 
industriat aclivity, the first best being 
government policies that provide a congenial 
business environment In a bid to attract new 
investments several states have offered a 
range of incentives over the past few years. 
Competition among states to attract investors 
is «if course desirable but it is the tactics 
being used that arc a cause for concern. 
Iiiccniivcs that are bioad-based. easy to get, 
and disiori market prices can in fact be 
counlcr-produciive. There arc several 
instances of industrial units that Income 
unpi'ol'itabie once the incentives are 
withdrawn. Moreovei. the state’s own 
linaiicial siiuaiton may not be able to support 
these incentives in the long run in view of 
lost revenues Recognising these fallacies 
various state govcmmenis are now attempting 
to rcstnci the provision of incentives in the 
future and a timetable for the withdrawal of 
cMsiiiig .schemes is being developed, it is 
cxpcclcd that mo.st schemes will not he 
available alter 1997 Any remaining 
incentives should be focused and used to 
overcome existing market disloitions and 
inlrasiructurc constraints The monetary 
value oi the,se incentives should decline over 
lime so ihal the recipient industrial units 
work towards hcing viable even alter the 
withdrawal of incentives Htnphasis should 
be given to dexigning incentives ihui are. 
conditional on investment in new technology 
productivity and .skills improvoineni, and 
increased export earnings. Strict go vernment 
ui.scipline IS cs.scmial lo prevent rent .seeking 
behaviour by entrcprciicurs ol the type 
witnessed in the prc-1991 regime. 

Com|K‘tiiion among stales by way ol 
incentives tends to be a /.cro sum game and 
can even be hannful. A region or stale that 
may not be viable in the long term lor a 
particular industry might still aliraci this 
invc-stment by offering incentives. In due 
course when the incentives are withdrawn 
and it the industry fails there would be 
negative repercussions on other industrial 
units in that state. At the same time the loss¬ 
making industry could simply move from 
one stale to another in search of short-term 
gains provided by the incentives. The whole 
structure of fiscal incentives needs to be 
examined by the various state goveitimcnts 
and the centre in a co-ordinated manner to 
maximise the investment in India as a whole. 
Rapid implementation of the tax reforms 
propo.sed by the Chelliah Committee and 
implementation of a value added lax across 
the country is also necessary. 

The incenti ve schemes in place to promote 
local resource-based industries are clearly 
desirable. But once again the objective of 
these schemes should be to prepare the 
entrepreneurs to face the market unaided 
once their businessei have matured. These, 
incentives should be ainwd at promoting 
prpee^ed products based on minerids. 


' ii^ncuiiuni, ppd livestock, oiw of ^ironies 
of the industrial production system in 
Rajasthan is (hat. despite being a major 
producer of several kinds of industrial raw 
material, moM processing is done in other 
states Therctore Rajasthan liKises out on 
Value addition, and the associuied 
employment and industrial earnings 

ADMINISI RA'nVh PROCliOORtlS 
AVI) Cl-hARAN., LS^ 

The 'licence and inspector raj' is dead 
long live the cieurance and inspector raj'. 
Red tape, tedious and complex administraii ve 
procediiics, and a suspicious government 
bureaucracy has long been Ihe bane ol 
industrialists in India. Fortunately, the 1991 
industrial policy ol the central government 
made much of that history. The .steps taken 
by the state government to simplily the 
process by which access is available to land, 
water, and power have also improved the 
investment climate But the task has only 
jusi begun. The tunc schedule ol clearances 
in the industrial policy docunieni 
(Government of Rujasthun 1994) indicates 
that iheie aic still seven diflerciU agencies 
that have to be approached lor a new indnsti lal 
project iiaeli agency has the powei lo stall 
ipplications to," months .ind ollcii years 
therebv pulling oil investors. The setting up 
of Ihc empowered coniiniilce lo speed up 
clearances i.s ol course a welcome move but 
there is a praciical limii to how many eases 
this eonimiltec can handle. Whal is requiicd 
IS dial the various dcpanmenls ihcm.selve> 
undergo a tiansturmatiun in their attiiude 
towards and dealings with industrialists .ind 
busines.scs. In this rc.spcct Rajasthan has 
several lessons lo learn from the progressive 
states such as Gujarat and Maharashtra. Tlicse 
states have bureaucracies that arc business 
friendly and genuinely assist potential 
investors in .selling up industries by removing 
administrative obstacles. This pro-bu.smcss 
culture and attitude pervades at all levels 
- stale and district - of the administration 

Admittedly, Rajasthan has only recently 
pul industrial development high on the 
politicdl-ecunomic agenda and some lime is 
needed before the adminustralive machinery 
can gear up lo Ihc new liberalised, pro- 
business era To case this transition ii would 
be useful for governmcni officials at all 
levels to be provided training courses in the 
needs of businesses and practical ways of 
reducing red tape faced by these husine.sses. 
The var'ous chambers of commerce and 
industry can play a useful rule in this regard. 
A sea change in attitudes is also required 
in the regulatory regime. Inspections of 
industrial units under various acts have been 
simplifiedbutofficialscan still harass owners 
and managers on several counts. One way 
of reducing the loss of industrial time and 
money trying u> ^tisfy wgulators would be 
lo emphasise self-reguiatton enforced by 


iftihutry assi^^^ voffl'- 

pliance of regulations subslkntial rewards 
could be offered to the scrupulous indusmcs 
and heavy penalties could be i mposed on the 
rule-breakers. 


Unfinished Agenda: Lessons for 
Further Policy Reform 

In the previous section wc di.scussed a few 
broad areas on which the stale government 
has to work lo provide an improved industrial 
envii onmeni in Rajasthan. Lei us nowoulline 
some specific tasks lor the future policy 
agenda of the government. Some of these 
issues require aitc’ntion fium both the state 
and central governments. However, it is in 
the intciest ol the state government to pu.sh 
for reform regardless of moves by the centre 
since the rewards of industrial luvestment 
first become evident at the .state level. 

(I) One of the most serious impediments 
to indu.sinal investmeni in India is the lack 
ol an 'cxii' policy for labour that enables 
firms to sack lahoui. In a bid lo protect the 
wcifaic ol workers and given the absence 
ol an unemployment benefit orstKial security 
system Ihc govenimcni has tiiipoyccl 
rc'.iriciions on industries w ishing to reduce 
their workforce when faced with declining 
demand. This policy ol the government and 
similar re.strictions on the sale of lactones 
and industrial land by cxi.siing units under 
the Urban Land Ceiling Act has to a large 
exieni conlrihuted lo widespread industrial 
sickness and bankruptcy. F.vcniually, the 
loss-making unit has lo be taken over ny vhe 
government or attempts made lo revive ii 
through the Board I or I nduslrial and Financial 
Rcstmciuring (BIFR), This process remains 
largely uns.iiisfaciory because there is little 
scope for the owners ol sick companic.s to 
actually shut down the unviahic unit and 
siatt afresh in another line ol business I'he 
lack oi an exit policy also acts as a major 
deterrent to new or increased production by 
both domestic and loreign companies and 
IS also rcspoasible lor investment by firms 
in labour saving technology To a large 
extent the reason why the government drags 
Its feet when it has to take decisions on 
labour redundancies is poliiical. The 
organised industrial worklorcc has a sliong 
voice and the trade unions have considerable 
clout in the major political parties. However. 
It needs to be recognised that this constituency 
IS u fraction of the total Indian population 
of 900 million. By maxinn.sing ihe welfare 
of this minority the interests of the nuijonly 
are being neglected. A total ol 10 million 
people work in Ihe public sector (which is 
fully unionised) and about 6 million work 
in the unionised private sector, A conceited 
effort needs lo be made by all political 
parties and the government to change Ihc 
views of this minority workforce through 
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persuasion and education. At the same time 
the National Renewal Fund created in 1991 
to compensate and retrain unemployed 
workers needs to he strengthened. 

(2) We have already mentioned the need 
for govemincni officials to show their 
commitment to reform by changing their 
attitudes towards businessactivity Similarly 
politicians need to adhere to the reform route 
even if there is resistance from various 
entrenched lobbies. Political leadership that 
remains faithful to reforms and lays down 
clear policy guidelines for implementation 
by bureaucrats (for example, in Gujarat and 
Mahaiashtra) is an essential prerequisite for 
indiKstry to flourish. I'he .success of the state 
industrial policy is as much dependent on 
the positive response of markets, llnancial 
institutions, trade unions, and companies as 
it IS to initiatives ot the government. 
Therefore investors should view the policy 
changes with a positive attitude and carry 
out inve.stments that are likely to generated 
both short and long term gams. Industrial 
lobbies should reject the oficr of subsidies 
and push the government for provision of 
better infrastructure. In order to speed up the 
investment process it is easy to break rules 
and buy clearances but such practices mar 
the industrial climate. Therefore chambers 
of commerce and industiy should help 
restrain stich activity by their members In 
the long run politicians too will find that 
their standing with voters would impoivc tf 
tliey had a clean image Development banks, 
commercial banks, and venture capital lunds 
should direct their (olten subsidised.! lending 
to the small-scale sector or enierpn.ses that 
<irc entering new. high i isk fields not be sup¬ 
ported by the sttKk market. Established com 
panics and large-scale enterpnscs on the otiKM 
hand should rely on the domestic and inter- 
national debt and equity markets lor funds 
(.1)1'ransparent and consistent policy rules 
are imperative at all levels. Recently ma|or 
corporations (eg.Tlil.CO) have been allowed 
duty-Irce imports of capital equipment on 
a discretionary basis by the central 
government. Clear guidelines will reduce 
such ad hcKism and help dispel uncertainty 
in the investment environment. Similarly 
the Securities and Exchange Board ot India 
(SEBI), Reserve Bank ot India (RBI), and 
Mincstry of Finance should hringout uniform, 
clear guidelines for companies that wish to 
raise funds from the stwk market. This has 
not been the case recently because ol 
continually changing regulations on pricing 
of share is.siics, private placements, and 
allotment of shares to promoters. One 
reason for the lack of clear policy is that 
the financial liberalisation process is itself 
quite recent and the regulatory bodies are 
reaching optimal rules only via trial and 
error. 

(4/ Stale governments need to invest 
heavily in promoting a few key industries 


that are suited to the local conditio^ and 
have sustainable, long-term returns. The 
Rajasthan government's initiative in 
identifying and promoting thru.st industries 
based on local resources is a step in the right 
direction. Industnes that are low polluters 
and are not heavy users ot water and power 
such as the electronics and computerindustry 
should be given further support, in the case 
of the computer industry, the state could 
develop a software estate drawing on the 
resources of local engineering institutes such 
as BITS Pilani These estates need to ofler 
tangible benefits such as free or low price 
land, cheap satellite and communications 
links to private .software companies The 
succes.s ot Bangalore and its computer 
busine.ss community has im{>ortanl lessons 
for Rajasthan in this field. 

(5) Rajasthan needs to further exploit its 
proximiiy lo Delhi and prosperous ncigh- 
bounng states such as Punjab, Haryana, and 
Gujarat The state government should 
develop a strategy ot riding on the industrial 
success ot these stales Rajasthan could 
become a service state, for these states by 
providing low cost support in manpowei, 
banking, andiiansport. The .ytate’s recreation 
and holiday resorts could become a major 
attraction loi business communities Of 
ncighbouiing states Last but not least the 
ancillary indusiiy could he funhcrdevcloped 
lo piovidc high value components for 
industnes in other stales 
(h) With nearly 70 [ler cent of ihc popu¬ 
lation living off the land the development 
ol a competitive and clficietil agrieuittirc 
prodiKiion system needs to remain ai the 
eeiitrc of economic policy The stale 
government has provided incentives to 
develop agro-mdustnes which should be 
given top prioniy The development of non- 
f.ti III rural activity will help dccongcst urban 
areas, teduce ihc unemployment in both 


Ufban sikf nical Ureas, 

forcertain industries such as food proving, 
pharmaceutical, textiles woo), leather goods, 
and increase export earnings. 

(7) The public sector should get out of 
those industrial and service activities that 
can becfficienlly and competitively provided 
by the private sector. The funds and resources 
that would then be freed should be u.sed to 
provide those products and sers ices that are 
genuine public goods or are necessary to 
meet key social objectives. Sincere and 
serious cfforis have to be made to restructure 
the numerous loss-making public sectoruoits. 
This may call for the closing down of Certain 
units that cannot be made viabieor there may 
be a need for full privatisation. 

(8) There has to be a sea change in 
government policy and attitudes towards 
exports. Despite the obvious pay-offs in 
lerins of loreign currency and invc.siment 
the government has yet to make the 
environment conduct vc to growth of exports 
specially'of manufactured goods. It is only 
recently that a special cell for promoting 
export.s has been set up wiihin the industry 
ministry. Considerable imprtwemenis are 
ncrdetl in the institutional, marketing, and 
trans|X)rt backup required for exports. The 
problem with exports is of course deeper 
As convincingly reported in T/ie Economu 
Times (New Delhi. October .II, 1994) the 
teiural government $ policy towards exports 
needs to establish priorities and concentrate 
on promoting specific sectors. The 
composition of Indian exports has changed 
little in the post-1991 liberalisation period. 
Agriculture and allied exports cuniiniic in 
dominate along with gems and jewellery, 
(exti les, yam and ready-made clothing, will le 
there has only been modest growth in high 
value, hi-lech exports such as engineering 
and electronic goods This trend is worrying 
because it rellects that India has made little 
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progf«sii in rcdapittg it& r^Naftce on 
kgriculuiFal revenues ttoi can be severely 
affected by weather and external conditions. 

'll appears that manufacturing companies 
are not keen on developing exports because 
the prolil dillerential between selling in 
foreign and domestic markets is marginal, 
noi lea.st because of the distorted price 
■Structure ol domestically produced goods. 
At the same lime there arc high transaction 
costs as.sociatcd with cx|K>rts becau.se ol 
cumbersome procedures and archaic laws. 
As a result the mnnutnctiired exports that 
do lake place aic aimed .nt exploiting lax 
and other ineenlivcs provided by the 
government olten on a discretionary basis. 
Thi.'i activity becomes lucialive for short¬ 
term gams with no long-icim strategy toi 
technological impnivcmcnl and growih in 
the export sector (ioveinments at both 
central and slate level theiclore need to 
tdemtl) those activities in which local 
industries will have dynamo and lasting 
comparative advantage in the intcrn.alional 
markets and lax iiHcniives should be 
ivdiivcteJ lowaids these activities. 


'Government interventidhforthti promotion 
of industry through subsidies and even 
trade protection is most effective when 
there arc stringent performance standards 
to be achieved by the private sector. The 
signs of such an industrial policy regime 
are clearly evident in Rajasthan and other 
Indian states. 

In the liberalised environment for Indian 
industry the role of government therefore 
remains even greater and not less. What is 
to be changed is the nature ol government 
intervention from being a patronising agent 
trying to develop and regulate every aspect 
of business activity to an active and 
responsive catalyst for industry. The 
government s primary objective should be 
to piovide the necessary physical ami 
finuniial inlrastriictare. At the same time the 
stale '.hoiild develop a lax/.subsitly regime 
lluii helps overcome genuine externalities 
and market failures on the demand and 
supply side And. of course. Ihe role ol 
goveinmcnl remains crucial in developing 
a regulatory liamework for industry that is 
cflcctive and Ian 


V 

Conclusion 

Indiistiial development is es.senlial lot 
raising economic growth in a country like 
India While Ihe broad policy (ramework to 
develop industry is forinulaiedby the central 
goveinnieni, it is the stale governments that 
can inlliience the siraiegic location of new 
investments and the associated payofls 
Tlieiefore, state governmem policy loward.s 
industry is of fundamcnlal iinpoilance. Wc 
have discu.sscd a number ot key i.ssucs that 
arc likely to cuntnhuic to the success of this 
policy. Private investment and business 
cntciprise flourishes in u stable macro- 
economic envii'onmcni which is tree Irom 
pervasive government imcrvcntion, physical 
infrasiructurc il of good quality, and where 
institutions arc being developed tor law and 
order, basic health, and education ' 

Industrial success in the long run requires 
better institutions, low transaction costs 
(or costs ol doing business), markets that 
respond to price changes, and access to 
efficient and appropriate technology. In 
developing countries these conditions 
cannot be generated exclusively through 
Ihe market because factor and product 
markets are often missing, public goods 
(including infrastructure) are under- 
provided. and market failures in technology 
and R and D are acute |.sce World Bank 
I992J. The case for activist ptilicy is best 
illustrated by the remarkable success ofBasi 
Asian economics |.sec Rodrick 1994 for a 
useful overview). The experience of these 
countries suggests that the government 
ctm play the of a pace-seuer m its 
interaciion with the private sector. 


Notes 

[This papci IS ha-iod on rcsoaich voiHluctcd 
w hile ihu aiithoi was a Visiting Fellow al the 
Insiiiule of Development .Studies. Jaipur, 
during auliiriin l'Jy4 The author i.s most 
gr.ilefiil 10 Vi|ay .S Vyas foi advite and 
assisijiKC duiiiig Ihe course ol this study 
Aiiion-i others with whom the aullior has had 
helplul discuss’^ais .lie K.inla Ahuia. Kapva 
Agrawal, M I. Iihargava, V K Bhargava. 
l! I' Cnipla. K N toshi. \ml Kumar. It M 
Malhiii, Aivind M.iv.iraili, M L Mehia, Kalicsh 
Molian, J N l^llh.l^, A K S Ralhorc. M S 
Kalhore. Sunil Kay. 0 S Sandhu, Surieel Singh 
anil N S Sisodia the views expressed in Itit 
papei are. however, ennrclv those ol llieaulhoi | 

1 For an overviiw .if ihe post-1‘WI i-eonoinic 
rcloiiiis see Ahhiw.alia (IW4). Basu 
Bhagwaii and Srinivasan (1991). Joshi and 
Lmie (1991). Kapda (1994). Sachs (1994), 
and World Bank |I994) Ahluwaha «|9,S5 
1991). Gouri (I99i», and Khulkhale 1 1992) 
piovide analyses of Ihe industiial policy 
regime during the pre-1991 period 
Ciaiceplual issues pcilaining lo industrial 
development arc piescnu’d in Pack (198111. 
ball {1492), and Kodrick (1994) 

2 Free i.iurkcls are good for ceonomu growih 
but govcrnmcnl discipline is e' senlial This 
has been one ol ihc major lessons Irom the 
oxpcrionceotIhchighly successfulea.sl Asian 
economies [see World Bunk I98t) 

.t There is eoii.siderable .siinilanly in ihe eonieni 
ofinduMriul policy declarations by other Indian 
slates since 1991. What is diflereni is die 
extent .ind style of implementaimn For an 
interesting inior-staic compari.son ol policies 
see Vcnkaiesan (1994). 

4 See Khalkhatc(I992) for a review of ihc imisi 
spnouS reguiaioiy iiiipedimems lo industrial 
'dcvelopmem observ^ in Asian countries 
iflcludipg India 


S &e SluipilidMtitff ftiytor (f^j for ai, 
analyiicd review of Ihe role of government- 
in promoting indusirial growth in developing 
economics 

References 

Aliliiwa'ia. Ishcr J (1985)' Induurial Growth m 
liitiiti. Staftnaiion Striif the Mid-Sixties. 
Oxford University Press, New Delhi. 

(1991). ProdiH iivily and Growih in Indian 
Manuhii iurin);. Oxford Uiiiversily Press, 
New Delhi 

Ahluwalia, Monlek S (I994i 'Ensuring a 
Prospeious Future’, Yojanti. August 15. 
basu. Kaushik (1991)- '.Siruclural Reforms m 
India, 1991-9,5', !• ronomii: and Polilicid 
Werhly. Noveinbei 27 

Bhagwaii. Jagdish and T N .Srinivasan 11993) 
India's E.onomtc Reforms. Ministry of 
Finance, New Delhi 

Cialcnson. Alice (1984) 'invesdnent Incenrives 
for Industry'. World Bank Staff Working 
Paper No 669. Washington. DC. 

Ciouii. Gccta (1993). 'Indian Indusirial 
Perronn.ince and Policy’m Tapan Maxumdar 
(cd). Naluie, Man and the Indian F.ronomy, 
Oxfoid Uiiiversily Press, New ITclhi 
Governmenl of India (1994) Handbook of 
ImlustnalSialnla s IW.I, Minisiryol Industry, 
New Delhi 

Governmenl of Kajasliiail (1994) lHdu.slrial 
Polu V. Industrie's IX'pailnienl. Jaipur 
Joshi, Vijay and Liitle, M I) Ian (1993): 
’Macrocconoimc Sluhilisaiion in India. 
1991-93 and Beyond', htonomK and 
Polilit al Weekly December 4 
Kapila. Ulna (cd) (1994' Reeeai liexelopmenls 
in Indian Hi anomy. / he ihtyainn heononur 
Rejanm, Aeudcniic Fuimdatioii, Delhi. 
Khatkhale. Dccna (1992) ‘The Regulatory 
Impediiiicnts lo the Private Industrial Sector 
IX-\ elopincnl m .Asia A Compuraiive Study 
Woild Bank Discussion Paper No 177, 
Washington. I>C l.all. Sanjay (1992). 
'Explaining liidiisitial Success in (he 
IX’>eloping World'm V Batasubranianyain 
and .S Lall (eds) Cut real /vvne.s in iJeielop- 
inent Eioiioinie^. Vlacinillan, London 
Pack. Howard (1988) 'lndusiriali.sa(ion and 
Trade’ in II Cheneiy and T N Sriniva.san 
(eds), Handbook of Pe\ eloimieni lu ononui s. 
Volume I. North Holland. .AiiMcrdain 
Rodrick.Dani( 1991) 'Tradeandlndu.s(rial)’oticy 
Rclorm m Developing Countries. A Review 
of Recent Tlicory anJEsidcncc’ mJ Bchrman 
and T N .Srinivasan (cds). HaiiJbook of 
Deyeloi>meiil PUonomns, Volmnc 3. North 
Holland Ani.sierdam. 

Sachs, Jeltrcy 1> (I994);'liidia's t'nrint.s)ied 
Rcfuriii Agenda'. Harvard University. 
Depanincnt of Economics, mmieograph 
Shapiro, Helen and Lance Tayloi (1990)' 'The 
Slate and Industrial Siralcg) . World 
fkveloimirni, Vol 18. pp 861-78 
Venkalcsaii, R (1994)' Piohlems in the 
Implenuniation of lieonomie Rr/orins al Ihe 
Stale Ij-ye! Naltonal Council of Applied 
Ec'onomie Research. New Delhi 
World Bank (1993) the lum .Aoaa Miracle. 
Oxford Ihineisily Piess, New Yoik 
11994) liidi.i RecenI Economic IX'vcIop- 
mc’Hls and Prospccls' Report No I294()-IN, 
Washinglon. DC 


Flexible Specialisation, Technology 
and Employment 

Networks in Developing Countries 

Kegina M A A Galhardi 

Recent \iiulies question the replieiihility oj flexible specialisation model of advanced industriuHsutum to small firm 
opeiations of developinif i oimtnes. Small firm i liisteis in the third world countries are not new si rateffies hut old practices 
pursued in order to overcome their technolof>ical and matket weaknesses. The studies chullcn^e the assumption that labour 
surplus can prove to be the competitive advanlaye of these firms since most of tin in pros ide inferior working andpaxment 
conditions. Fuithei. lack of stton^ intercom linkoi’es dens collective efftciencx to the.se firms to deal with the chani’e.s 
in the market 


I 

Introduction 

niU iirliclo coinmeiiis on the lilcratUK' on 
the Mti.ill (irm v.iriiinl of the llevibic 
.spcciali.saiioii (I'S) model andquostions its 
lettsibility ol losiorinj! small scale 
mdusiritili.siilion in dcvelopinii eounliics 
In tlomp so. (be article questions some 
'dogmas' ol the I'S thesis such as \ ollective 
ctlicieiuy’, ‘skilled workers' and multi¬ 
purpose equipment' It is based principally 
on primary information gathered fiom 
lecent vs.iik canied out and commissioned 
by the 11.0 on the textile, ratt.in. batik, 
foot wearand metal industries in Indonesia; 
shoes and amoparts m Brazil, the aiiiopart 
industry in Aigentina and the caipenliv 
and building sectors in /.inibabwe 

The concept ol F.S. as coined by Pioie and 
Sahel (I9X.I). means 'a new cconomii 
regime' based on less iigid manul.icturing 
leclinologies than mass pioduction iMPi. 
These less iigid technologies existeil beluie 
in various regions of western burope They 
were based on skilled woikeiv using 
.sophisticated gener;\l-purpose machinery to 
turn out a wide and constantly eliangmg 
a.s.sorl'rieni ol goods for huge bin eonsianlly 
shilling inaikets Pioie and Sahel cla:ni that 
"firms using acombmaiionol cr.ill skill and 
llcxible equipment might have phiyed a 
central role m modern economic lile' 
11984.5) 

Thisoptimisfit viewbasedon I9ihceniury 
industrial districts (IDs) and encouraged by 
‘vestiges' ol trail prodiietioi. in It.ily, West 
(ieimaiiy. and Japan was tollowed by a 
numbei ol interprelaiioiis. ciiiicisms and 
lolloweis.‘ It has been inlluencing 
development analysts and pioviding a 
Iramewoik tor lesearcb in both developed 
and d'jveloping eiiuniries ' 

lloinnsiioni 1199''). lor instance, suggests 
that there is a .eood chance that .some 
elements ol the 'timilian iiitidel' could be 
incoiporaled into Indian small and medium 
firms and provide similar results if 
encouraged b\ national or local 


governnienis An oveiview ol potential 
IDs pattern.s in developing countries also 
claims ihtil 

not only industrial inaiuiluciiiiing sysicins 
akin to small firm indusliial distiicts m cui 
in developing eouiuiies but ohseivations 
indieuic that the iiisiiiuiionnl and 
oigaiiisational liaiiicwoif il t'ne indusliial 
disliict ceaiccpt has gicat lef v.mlc to small 
eiileiprisc development iiiidei incipient 
industiiahs.itK'n |\advi 1994; 
l•.xamplcs of network's m developing 
countries olteti mentioned aie (i) shoe 
production in Bi.i/il. Mexico Peru ami 
India, III) production of hammocks in the 
noithc.isi ol Hfa/il.(iii)lhekmlliiig industiy 
ol l‘eiiopolis/Bia/il and Tirippur/lndni 

(IV) auto repair shops in Kiimasi/Ghana 

(V) laiian luiniture in Indonesia, and 
(Ml woodwork m Tanzania I'liese cases 
aiidoihcis,iieu,sed toillusirale dieielevancc 
ol 'ccdlective elliciency ami llcxibiluv 
even at i rel.iiivelv baclvs.iru stage ol 
ecciiioniie deceiopmeiit/indusirialisation 
(Schmitz 19X9 !99l), Nadvi and Schmitz 
1994! This view is also known as the small 
tiim v.iii.int id the PS model 

The evidence mentioned in this aiticle 
challenges the novelty and some 
chai.icteii.slics cd this approach Although 
some lealures as.soc lated with the ideal model 
id PS can be found in clusters of small firms 
m developing countries, they are not 'new' 
sii.uegics. On the contrary they are ‘old 
practices pursued in order to overcome the 
techiitdoeical and market wetiknesses <d 
those I inns 

The second section discusses smtill firm 
netwoiks by contrasting the.mosi common 
examples cued in the lilcratuie with recent 
evidence g.ilhercd liom developing 
countries, l! challenges the low roarl 
appioach and the assumption that labour 
surplus can become the competitive 
advant.ige of small firms iii developing 
countiics The empirical evidence 
commented on questions some of the 
characteristics of the small littn variant of 
the P.S model when adapted to analyse the 


case ol small firm netwoiks in developing 
countnes. e g. surplus labour, stiong inter- 
liim link.iges and the achievement ol 
collective clficiency. In Section III the 
paper sheds light on the icplieabilily ol this 
model in developing countnes The role 
played by institutions .(public and/or 
pri V ate t ti' provide gioup-tjased production 
suppoil services and intoimation to the 
small liim ilusters was discussed .is well 
IS some leclmologicai chaiacieiistics of 
the clusters studied The skill and 
employment implic.itions ol the I'S model 
IS analysed in .Section IV riic last seclion 
siinimaiises the main points discussed 
Ihioughout the ptiper 

il 

Smali-Firni Networks in 
Developing (aiuntries 

The small-lirni vanant ol the PS model 
1 s c el ii red on t he 1 o le pi ay ed by the c 1 usteri ng 
III networking ol small funis around a .set 
ol lelated activities and a strong inier-lirm 
division ol lahotii II is aigued that small 
til ms cannot cope individually with a rapidly 
chan.emg demand and highly dilietcnliatcd 
markets However, ihe clu.sici oi network 
providi's a collective ability tti deal with 
changes in the market and to innovate, i e, 
a kind ol collective cMiciency (Schmitz. 
19891. 

When this variant is applied to antilyse 
developing countries’ networks of small 
firms, the innovative char.icter of the firms 
as the main weapon in compelilton is. 
however, .suhsiiiuicd by Ihe existing labour 
surplus. Case studies which .show sectoral 
agglomeration bui also technological 
.stagnation and low remuneration for 
laboui aie called upon to illusliaie this 
‘conditioning' factor. As.staled by .Schnitiz.. 

If in the low labour surplus regions of South 
Cierniany and the 'I bird Indy the dynamic 
is more one of high wage/high leehnillogy/ 
high quality, in vast labour surplus LDCV 
the dynamic tends towards low wage/low 
tcchnology/low quality (1990:211 



iDtiier studies, hovravwtihdi'i^te Oiat tlus 
vompetilive trend cannot be generalised. 
Some small-scale industrialists in developing 
countries have .successfully embarked on the 
high technology/high quality route but. it is 
said, combining innovation with sweat labour 
(Schmitz 1990). Pyke and Segenberger 
(1992) also found examples of sweatshops 
operating alongside relatively high paying 
small firms using the latest technology. They 
concluded that small firms can compete when 
organised in the appropriate way and this 
competition need not take place on the basis 
of inferior working and payment conditions. 
They distinguish between two approaches 
by which firms, industries and regions have 
iried to meet challenges of international 
competition. The first is called ‘low road’ 
to rc.Mructuring and consists of .seeking 
competitiveness through low labour cost, 
and a deregulated labour market 
environment This approach leads to a kind 
ol de.structive competition because pool 
wages and terms ol employment hinder ihe 
linn in acquiring and keeping the labour 
required lor cliiciciicy and flexibility, and 
rarely induce the firm to invest in its labour 
force to make It moiepiodiictivc.'Hie second 
is the ‘high road' ol constructivecompctition 
which IS based on ellicicney cnhanicmciil 
and innovation. The key to attaining this is 
belter organisation and a better mobilisation - 
and utilisation of productive labour, 
pioviding economic gains and hence wage 
gains,ind improvements in social condiiiuns 
which, then, permits a belter use ol 
technology Moieover, tlu'ir icsearch 
indicaics that ihc cheap labour, low labour 
.standard route ol •development (low-road 
strategy) is neither necessary nor desirable 
This allcrnaiive may result in a vieious, 
dow nwaid-spiralliiig cycle [Segenberger and 
Pyke 1991). 

Recent studies challenge the .'is.sumpluin 
that labour surplus and related issues, c g. 
low wages and labour conditions, can become 
the competitive advantages of small firms 
in a clu.ster context in .some developing 
countries.' An examination of uutopari.s 
production in u regional ugglonicialion ol 
small firms m Argentina shows that the 
combination of old machinery and the 
inten.silication of the woik process with no 
investment in new technologies, no workers’ 
training oredui.aiion and no skill upgrading 
seems lo lead to a production system which 
docs not offer any possibility ot transition 
into first world markets and of sustainable 
development 

This low-price strategy olfers no viable 
insertion into First Woild niurkets and no 
future for sirstu’inahlc growth. The plight 
of Victoria's mantilaclurers who seiticj 
for a precarious balance between cosf,_ 
reJuction/htgh quality, and of those who ' 
chose or fipil into the tow-prke-ont) path 
and are now tensely .searching lor lost 


regional niches, indicates the lehiporal and 
quantitative liiniiaiion.s ot this view 
[Roldan 1994:¥il 

A recent study on the carpentry and 
building indii.stries in Zimbabwe shows 
that, with few exceptions in the former 
sector, inter-firm linkages within a group 
of cnieiprises which supply orco-operaic 
with each other do not exi,sl. The low 
degree of mechanisation and enteiprisc 
specialisation inhibit inter-firm co¬ 
operation [Rasmussen and .Svcriisson 
i994|. In the metal-working cluster ol 
Campina.s/Bra/il, no form ol iiiier-firiii co- 
opeiaiion was delected among small firms 
Evciiis like hoi rowing lools. sharing a large 
order al peak ii mcs. exchanuc of technical/ 
commercial inromiulion, frequently 
meniioiicd in the iileialurc on indusiiial 
districts, were not observed among the 
clustered fiims The identified client- 
supplier relationships in the shoe-makers 
cluster of Vale do Rio dos Sinos/Dra/.il 
caiiiiol be directly associated to iheconcepi 
of collective elficicncy. Hoii/ontal inler- 
firm linkages through which po.ssiblc co¬ 
operative efiorls among producers ol Ihe 
same pioduci could be developed were not 
observed I Ruasetal 1994], Similar riiidings 
are reported bv a case studied on the 
Argentine auuiparis produenon. In this 
cluster,'' vertical iiiter-firm linkages were 
not easily perlornicd due to technical 
cionomic and leai ol being copied (lack 
ol trust among nicmbcis) laclors. The 
‘leading’ iirin.s do not subcoiiiracl nioie 
than } to 10 per cent ol their production 
process A immborol lioi i/onial producii ve 
linkages and insiiluiional networks have 
been established in the I99()s by the 
‘iiueriiicdiate' linns The smallest firms, 
howcvei. .ire trying desperately lo set up 
new net works such asirading organisations 
consortia, a common platform in naiionai 
indusiiy di.scussion, etc, so lai with liiilc 
success. This study concludes by asking to 
what extent will .sectoral and gcographii.il 
concentiution be conducive to external 
economics based on lirms' nelworkiiig if 
the .issumed common basis foi shaping 
those linkages docs not exist'.' 

In liidoncsin. two clusters ol small iiniis 
involved with shoe production show ilial the 
majority ol enterprises there can he 
characterised as technologically stagnated 
enterprises, .surviving on the basis of 
commercial and industrial suhconiracling 
relationships with huger firms rather than 
as independent units clo.sely linked to each 
other In'one cluster, firms invest in retailing 
directly to the constmicr. In the other, they 
link themselves with largei pioduciioii 
entcrpri.ses oi with large wholesalers m the 
nearby citie.v. In both ea.se,s. ctilleeiive 
cl'ficicncy is not achieved within the clusters 
considering the limited interaction among 
inembcr firms [Smyth el al 1994) 


fn addition, titetqct; bf inier 2 K;lion between 
small and large firms has been pointed out 
by these studies as a limiting factor lo 
technological upgrading, specialisation or 
mere survival’ of the formei. The smaller 
firms' limited access to the ‘coniplcmcntary 
assets ' provided by large firms appears as 
one ol the causes related to the smaller firms’ 
we.ikncssr's and/or failure. In the ca.se of the 
batik industry in Indonesia, Smyth et al 
(1994) reports, “small and medium scale 
estahlishmeiils cither placed themselves into 
siitrconiraeting relations with large industries 
or shut down and transformed then working 
places into hotels tind rcsl.'iuranis for Ihc 
louiisi market”, Al.so. tn Ihe rattan indu.siry, 
they ohscived that Ihc most crucial 
K’laiionship between firm.s is that which 
lender small firm.s entirely ilependent on the 
largecxpoiicislorthcirraw malerial.s. credit, 
and marketing (Smyth 1994:26] Rasmussen 
and Svcrri.s.son (1994) indicate that linkages 
between building matei lal suppliers«ind large 
disirihutors in Zimbiihwe aic cither 
anonymous or luin-oxisling. olicn forfeiting 
poiential mutual gainsof co-operation.They 
obseivcdlhalenterprisesinlliissccloi remain 
aiomi.secl and ihercloie ‘‘the leai ning eficcts, 
e.specially horn iiioie advaiued busine.ss 
paitneis, arc iiniiicil. and this adds ,i further 
impediment lo specialisation and 
mechanisation" [Rasmussen and Svciiis.son 
I994;15| In Argemina, small providers ol 
aulopai'is to the domestic spare parts maikct 
Loniplain .ibout the lack of suppoii from 
othei autop.irts pioduceisol any piece which 
could be vcitically linked lo llieiis and, 
prmcipuliy. laigc films' kick ol interest in 
csiulilishing .illwiues w'lili them. This lack 
ol .suppoii horn Ol access to huge firms’ 
complemcniaiy.isseisdoes not oil'd smaller 
linns wiilioui invesimeni. wiihouimacliiiiing 
re,.ycliiig. wiih low' level ol aulom.ilion and 
usMg very iiaditional leehiiology. .iny ho|)e 
ol suiviv.il in an open economy where 
i.oinpciilioii IS ha.scd on higher qualily/low 
cost prodiitis [Kiildan I9'M| 

fhe .ihoveexamples ol indusirial clusicrs 
are not die result of 'new' aliempis to 
overcome mass production’s limitations but, 
on the coiiirary. these economic and social 
orgaiiisaiionsot small firms coexist with the 
dominant regime and have, in some i uses 
by piissed mas,s produenon. Indeed, they are 
examples ol indtisirial orgiimsaiioiis which 
exist (or a very long period ol lime and <ire 
not. tlicreliiie a ‘new setting They arc 
ically a survival alleinaiive to the smaller 
firms They aie old (onus ol organisation 
esuiblishcd w iihoul planning, whcicby small 
firms try lo iiiiiiimisc then w'e.iknesses ami 
serve a ‘lost’ niche market Howevei, these 
can he impiovcd lliiough insliiiiiional 
.in:>ngcmeiil.s iprivatc and/or public) which 
provide technical, I'liiJm ial. m.inagcrial and 
training support to the i liisici ol small I'liins 
as commented on below 



Ill 

Institutional Networks 

Thccxpcnenccdl nlvuntrij in(.lustri.ili!ied 
counirics has acccniij .loil ilic tmporiaiice o( 
institutions in proinonnj; innovaiive co¬ 
operation and in fosu niij! and ensuring 
technological dynainisni in networks. In 
developing countries, iccent studies have 
shown that the lack of ihcse institutions is 
an obstacle to ihe dcvelopmeni ol the small 
firm sector and clusicrs even il they .irc 
addressed to ihe internal market l-'oi 
instance, in Zimh.ibwe, the lack of .support 
piogrammes/measurcs to assist small lirnis 
in easing someol iheii problems, especially 
capital and services (transport, repaiis, 
audiling, leasing. Icg.il and technical advice, 
etc) IS one ol the key eonsirainis to the 
‘desiiable and feasible’ development ol 
flexible mechanisedcmerprises [Rasmussen 
and Svcirisson I9‘)4|, 

Ollier studies illustrate how tiie creation 
or sirengihcnmg of common mstituiions has 
facilitated the icchnoltigical iipgtading and 
enhanced inteinational competiiivoncss ol 
the linns within the cluster, In Argentina, 
through new or icvualiscd as.sitciations. the 
network ol small .uitopait linns tries to 
persuadcihegovcmniem in lavouroi inicinal 
market pioicetion, credits, cxpoii subsidies, 
tariffconlrol,etc (Roldan l‘W4|, Intheearly 
1980s, a joint marketing enterprise which 
acts as an expoit agency lot some 2.‘i sinall- 
and mediuni-M/ed saw-inills and 
manulacturing lirnis in the wood-processing 
sector and provides marketing and export 
services was established in Chile Besiucs 
marketing, the enterprise’s stall give advice 
on leehnologv. maiiueiiancc techniques and 
necessary new invesimeiit II c.iines oul 
regular quality cheeks, and at ranges meetings 
ofall.saw-mtil managers .11 iiiegularmlervuK 
for discussion ol normally similar lechnieal 
andorgaiiisaiional problems encountered by 
Ihe linns Hon/oniai eo-operaiion is also 
pursued through an enlrcpieneurs' 
organisation The issoeiaiion. through Ihe 
creation ol )omi maikeling chaiiacis. tries 
to minimise Ihe high transporl costs and 
oilers a diversified range of pioduels lo the 
gioup II establishes contacts between 
producers and buyers and organises jomt 
paiiicipation in Ir.ide faiis, ihc result ot 
which has been a more intensive exchange 
of informaiioii on design, technical pro¬ 
blems, etc, among the meiiibci enterprises 
(Messner I99.i|. 

These case studies suggest how SMH>' 
growing export oiicniulion has to be 
accompanied by a complex organisational 
<uid technological adaptation and strcssi;s 
theimportaneeol inlei-lirm andinstilulional 
networks in the process of developing their 
tmrrnaiional competitive position. 

Through the Small Urban Producers 
Programme (SI IF’P). run bvihe ILO/UNDP. 


a participaiory .support strategy fw srtiall 
producers combining; (i) financial 
inslruinenls tmutual saving and loan 
associaiions). (li) a technical and production 
promotion in.strumenl (common facilities 
workshops), and markctingstraicgie.s (market 
development and diversilicalion); (liil 
training activities which arc gioup-oriented 
and atm at promoting organisation; and. 
above all, i iv) the promotion ol independent 
soeio-oeeupational federations (as a new 
.social ae(or) has been implemented since 
1982 in I .S towns m M:tl|, Rwanda and ’Togo 
(Maldonado 1994| Among the pnncipics 
underlying this piograiiime arc those which 
support (he concept ol II), especially (he 
'peacelii!' merge ot i.o-oporalion ind 
eompetidon. They are: (i) gradu;i! 
mobilu.ation ol Ihc parlieipanis’ own 
(inaneial. loehiiieai and human resouiees 
with a view lo then self-reliance; (ii) 
oignnisation anu participation aimed at 
slimtilalmg Ihe participants’ desire lor 
improvemeni and- aflirming their social 
idenlilv. and (lii) insiiiutional lecogmlion 
atid icprcsenlatioii of participants, enabling 
(hem to negotiate, assert then nghiv and 
cope with the constraints inherent in their 
iiidavour.ible economic and institutional 
enviionmcni. This appioach lealisc.s that the 
vulnerability of small-scale production 
units IS due primarily to their isolation, 
lathci than to their small si/c As argued 
by Maldonado "they must therefore eo 
opci .ite through tlexible anil loose net woiks 
to establish cftcelivc contaci and support 
siruclurcs controlled by the producer:, 
themselves’ (1994:.)). 

’These experiences in .selling up small 
emciprise assoeiations and organisations m 
developing countries for providing group 
based production support services and 
mtormation lo a large number ol small firms 
sceiorally concentrated suggest that I'S 
cannot emerge s(H)iU;meously m a developing 
I ountry context The lack ot an institutional 
liamewoik necessary to promote co¬ 
operation iind stimulate innovation within 
the cluster is a major obstacle 
.Moicover. the above mentioned ease 
studies also indicate that small firms’ 
nexibility anti sjiccialisatioii based on a 
skilled labour force, operating mulli-purpo.se 
machinery and willing to change products/ 
processes accoiding to highly dilTcrcntialcd 
markets IS not the main pit lure in developing 
countries In Zimbabwe, 12 out of 26 
entciprises in the carpentry sector employ 
unskilled and semi skilled labourers on a 
regular basis, in addition lo trainees and 
casual labtiurers. The construction enlcrpi i.ses 
employ mostly unskilleo labourers, which 
makes Ihc sector one of Ihe most imporluni 
forabsorpiion ot the lowe.sl level of unskilled 
workers. In the garment industry, the small 
cntcrpri.ses employ mainly .semi-skilled 
workers The low skill level of Ihe labour 


force has been attiibul^ to the limitedlewei 
of mechanisation of the firms .surveyed and 
the relative .simplicity of the products 
demanded IRasmu.s.sen and S vemsson 1994], 
In Indonesia, shoe production is specialised 
in middle and lower middle class leather 
shoes. The clu.stcrs of small firms do not 
compete for the upper class markets. In these 
clusters there is no evidence of flexible 
markets and flexible products as claimed by 
the FS literature (Smyth et al I994(. 

Therefore, the evidence reviewed shows 
that despite the existence of flexibly 
organi.sed cntcrjirises m developing couytrics 
they c.in adjust to changing demand 
conditions due to a divoisified capacity lo 
provide dillcrcnt but unsophisticated 
piodufis Those are directed to lower income 
groups and produced by unskilled and casual 
workers opeiatmg single purposi; machinery 
and hand tools. This trend is paiticularlv true 
forclusici sof small firms directed to internal 
markets which are not stable nor 
sophism aled The demand is mainly for 
SI mpic products or copies of mass pioiluced 
Items which depend on the income ot Ihc 
urban and riiial cuslomcisi 

This obseiv.uion indicates that there is a 
dichotomy between flexible organisaiion 
(F'O) and llcxihle specialisation (F’S) These 
Ltmeepts cannot be interpreted in Ihc same 
way in both developed and developing 
conntiICS In the ca.se of advaiiccd countiics. 
FS icqiiircs ultra- anti intcr-fiim FC) based 
on the u.sc ol advanced techniques and Ihc 
avaii.ibilily ol .i skilled labtiur lorcc. In a 
developing tountiy FO is not based mainly 
on advanced technology but on Iradilional 
leehnologv lo cope with customised demand 
that docs not require or cannot afford the 
use ol advanceil technology. In addition, the 
lack ol ItK'al expertise or lechnolugical 
c.ipabihty are al.so limiting factors Tlierefore, 
in the case of developing coun(rie.s, small 
lirms can maniifaciuie varied products 
through a kind of FO which does not always 
require the u.sc (<f multi-purpo.se equipment 
and multi-skilled workeis. FS is not. in this 
ease, a requirement for llcxibly organised 
enterprises devoted lo a small ptirtion of the 
low-value local market 
Furthermore, these small firms espcciallv 
when tiying to cope with Ihc limiicil, 
>(agnateJ or recessive internal markets - are 
not technologically advanetd neither 
mimmally mechanised They may ocquiic 
some nexibility in product.s and proces.sc.s 
hut this is mainly ha.scd on the use of single 
function machinery and the woik of unskilled 
or semi-skilled labourers who can handle 
several broadly defined tasks. 

The evidence reviewed suggests that a 
model of iHdusinali.salion based on ffcxihly 
organised small enterprises as experienced 
by some advanced industrialised countries/ 
regions cannot be expected to emerge 
spontaneously in countries which have a.s 






yet bnty the step^ tov^ftis 

industrialisation. 


IV 

Skills and Employment Implications 

According to the FS model, designers 
must be so broadly qualified that they can 
envisage product and production together; 
production workers must be so broadly 
skilled that they can shil’i rapidly from one 
job to another, and more important, they 
must be able to collaborate with designers 
to .solve the problems that inevitably ari.se 
III execution. It is also argued that "a-s skills 
become moie generally usetui, more and 
more employers will compete to hire the 
well-ioundcd worker" (Piorc and Sahel 
1984:2731. As a result, the latter’s v/ages 
will be dnven up widening the gap between 
these and the wages paid to unskilled workers 
whose job opportunities will dimim.sh in the 
long run The creation of this highly skilled 
workforce seems to generate a segmentation 
of the workloicc into core iiiid peripheral 
workers which may have peivasivc 
consequences tor the iilrciidy segmented I bird 
world wot k force 

This core/periphcry model of workforce 
segmentation is, however, a conceptual 
simplification of the complex, close and 
often crucial working relations inside and 
outside organisations as illustrated by the 
labour market paiticuiantics in the shoe 
manufacturing industrial cluster in RS/Bra/.il. 
The core labour markei which conipiiscs 
workers who aie employed by the firms on 
a rcgularbasis is characterised by low wages, 
low skill, low inter-llrni mobility and lack 
of fontial training policies. The peripheral 
labor force is less skilled than the core since 
they are engaged in manual tasks, not having 
to deal with .sophisticated equipment in 
workshops. They .ire mostly formed by 
women who are also involved with their 
household tasks, while their husbands are 
in general employed in the core market. This 
peripheral work conducted by women is 
however, of a ‘core’ importance to raise 
family income. 

There is also the case of the ’core’ worker 
who (i) moves to the periphery where he 
participates as a foreman in workshops, 
helping the owner to supervise and train the 
unskilled workforce, or (ii) decides to open 
a subcontracting workshop. Moreover, 
within the core, multi-tasking is associated 
with several degrees of skill in a variety of 
work situations that evol vc from lower skilled 
jobs to highly skilled jobs. 

The existing fragmented empirical 
evidence suggests how difficult it is to set 
up a clear division between skilled and 
unskilled workers and, therefore, between* 
’core’ and ’periphery’. The definititMi of 
skilled, seiht-^illed and unskilled workers 
cannot be explained enlitely by technical 


^alifcations or sohording level inddoes not 
always correspond to the skill levels of the 
workers. In some cases, these categories arc, 
unfortunately, much more related to the 
gender of the workforce as well as the 
remuneration of work. A.s observed in the 
batik industry in Indonesia most of the tasks 
performed by men in the factory-based 
system and considered as ’skilled’ work 
were done by women in the home-based 
cottage indusli ie.s with lower wages | Smyth 
et al 1994:311. 

Gender asyruinclnes .seem to be 
exjcci baled by the accentuated dualism ol 
the labour force working in flexibly organised 
enterprises. Women and older workers aie 
Ibunil III the periphery mote often than then 
young male counterpaits. Furthermore, 
women areoflen either displaced or relegated 
to the least paid jobs when individual firms 
or blanches grow in siz.c and upgrade their 
technologies of production. 

In terms ol employment, it seems too early 
to make generalisations There arc some 
indic.iiions, however, that employment may 
expand if support conditions were offered 
for the development of flexibly organised 
small linns in a cluster context In backward 
developing eounlrics/.seclors, a low-ioad 
strategy may create a demand (or unskilled 
and casual labour which may have substimtial 
Mgnilie.incc In other countrics/scetors 
following a more .ulvuneed oi high-road 
strategy, skilled .ind scnii-skiiled workeis 
will be tequired The combination of these 
siiaiegics in an economy, however, seems 
to generate nioic opportunities lot 
employment rathcrlhan limiting it However, 
niuc'ii more data and systematic analysis is 
needed to reach fiini conclusions. 

V 

Conclusions 

FS IS characterised as a single model with 
a definite .set of labour consequences. The 
empirical evidence, however, shows that the 
reality is much more varied In developing 
counines, the case studie,s on small llrm 
cluster cover countries and sectors with 
extremely divergent levels of economic and 
industi iai development. Although they result 
in a mixed experience regarding technology 
and production organisation patterns within 
the clu.stcrs and among them, some common 
features were observed. First, thea.s.siimption 
that labour surplus can be the competitive 
advantage of small firms in developing 
countries does not correspond to the evidence 
provided, principally that based on clusters 
of small firms producing for export sectors. 
Second, horizontal inter-firm linkages and 
co-operation are not a general trend. In most 
of the cases, small firms do not interact and 
co-operate with each other because of their 
low level of mechanisation and specialisation 
and/or fear of being copied or lack of trust 


,... 

rel8donshi{yai|R^tbem.Thinjiaed&hctive 
ability to deal with changes in the market 
and innovate, i e, collective efficiency, Was 
not observed in several clusters due to the 
limited interaction among member firms. 
Fourth, institutions to promote eo-operation 
and foster innovation as well as to provide 
capital and services such as technical advice, 
training, credit, leasing, transport, repairs, 
etc, to the firms within the clu.ster are much 
needed, the lack of which seems to be a 
majoi obstacle to the emergence of FS in 
a developing country context. 

The flexible production and oiganisaiion 
of small firms geographically concentrated 
m such context .seems to be asurvi val strategy 
ol enterprises struggling for a market niche 
which IS, in general, a lost' local market, 
i e, that markei which docs not attract the 
interest of large companies. Moreover, this 
strategy is not based on skilled workers and 
general-purpose machinery but, on the 
contrary, on the avuilahleunskillcd and semi' 
skilled worklorce operating with ’second- 
generation' equipment in general. These 
idiosyncratic circiinistanecs suggest that a 
kind of flexible production based on the use 
of new technologies and a skilled labour 
force to compete in liighly demanding and 
differentiated markets where competition is 
based on prcKluci quality cannot be replicated 
wi I ly - m 11 y by uneducated and unski I led third 
world labour forces 

The actual low level of skill encountered 
in the cascs/scclors surveyed seems to he a 
It mt ting factor to the generation of a qual ified 
labour force so crucial to the successful 
implementation of flexible production in 
such a context. The demand for 
unsophisticated products, and the existing 
simple machines or manual tools in the small 
firms do not stimulate the formal training 
ol' workers because they are not required. 
Markei influences the typeof goods produced 
and the technology used. Since the market 
IS limited or constricted, efforts to 
technological upgrading are also limited. 
Therefore, industrial processes with a 
relatively low level of mechanisation, 
involving a series of very simple jjnd 
independent operations which demand Ijttle 
spcci fic skills from the worker, are performed 
by a large number of available unskilled 
workers changing tasks according to the 
fluctuating demand. This kind of flexible 
production organisation ba.sed on the 
unskilled labour surplus seems to induce a 
‘vicious circle’ that does not render 
developing countries any opportunity of 
achieving international competitiveness. 

A kind of high-road strategy, on the 
contrary, seems to be able to generate the 
synergies necessary for industrial growth, 
skill upgrading and employment promotion . 
in a developing country context. This 
strategy, however, appears to exacerbate the 
segmentation of the work force into core and 


periphery This patii-m ol employirtem may 
have dcirimcntnl eonsctiuences for Ihc 
uircailv segmcnialihttii vorld lahourloice, 
in pariicular )bi ihc (einale labour loiec 
which i,'. relegated to the pciipheiy .1 long 
as industrial clusicis adopt llexihle 
production oiganisalion 

Notes 

1 Sec, Ibi es.iinple. Slopei (I'ISy) Scoll (IO8X1 
.Saxcni.in (IWII ami llirM anil Zeillin (IWi) 
7 he laller .kI\ oi ale lh,ii 1 S lias imii h u.sefiilnes'- 
in explaining ihe relaiivelv bail Biilisli 
iiianulai lining pei liirmanee which ihe\ 
alinhute 10 ihepersislcnce ol Ml' meihoils amt 
inenlalilie.s They say lhal ihosc national 
eeonoiiiie.s ami regions lhal have wealheicil 
Ihe eiiMs ol the I97(K .iml 1080s hesi secin 
lo he those vshose linns have gom fiiilhesi 
down Ihe loiile ol llexihle s|)ecialisalion 01 
have inanagcil lo iniinilucc eleinenK ol 
flexihilily into mass proiluelion’ |Hir,i ami 
T'a.-illin 1980 11| 

2 .See, foi iMsiame the papei, pieseiiied ai the 
syniposiuni I'li Ihe Role ol Indiisiiial 
lyisiricts 111 Ihc Applieaiioii Adaplalion and 
L)ilfusion ol Technology' oiganised hy 
UNf fAD, 111 eo-opcralion with ihe tjeriiiaii 
Appropriate Teihnology Ksehange (Vnlie 
of Ihe pedeial Kcpiihlic ol (leiiiiany 
H'NCrAI) I094| ami the views expiessul 
in the IDS Biilletm (1992) 

1 See Roldan (1994). Smyth et at (1994). 
Rasmussen ami Sveiris.son (1994) ami Ruas 
Cl al (1994) 

4 In (his elusicr Ihe iielwoiking strategies varv 
lielween iwo cxireincs On Ihe one end. iheic 
are (inns following a kind ol high-level' 
siialegy foi giowih and coiii(H'lili\eiiess in 
exlenial markets based on inlernalional 
lechniealandqualiiy .siand.iids On Iheulhei 
'crisis' linos lollowing .1 kind ol low -lever 
sii.ilegy which IS based not ooprodiielqualiiv 
but rather on rediieing costs wilhoiii 
investineni in a proiei led iiilernal markel aie 
IoiiikI (Roldan I994| 

5 Inlei-firm lelalionships can be explained by 
a c'oneepuial Iraiiiewoik developed by Teeee 
(19861 1 his I'rainework sugge.sis lhai a firm 
seeks collaboralion w iih oilier firms in older 
lo gel access 10 i oniplcmenlary assets lhai 
are indispensable 10 ihc successlul com- 
Miereialisation ol an innovalion This view 
IS inlcresling because 11 emphasises not only 
Iheiiiipoilanecol ihe knowledge aeeiiinulafed 
in the firm bul also other, nol less relevant 
assets such a.s skills, know how and serv ices 
like marketing, competilive manufaelurmg, 
specialised inforiiialion and after-sales 
support (Galhardi 19941 
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REVIEWS 


Understanding Capitalism 

Indira R^araman 

Global Capitalism and the Indian Economy by C' T Kurian; Orient Longman, 
New Delhi, 1994; pp 127, Rs 4.-^. 


'TRACTS lor the Time.s', ihe title ol the 
series ol which this monograph is the sixth, 
has the llavour ol an earlier lime, when the 
pace of intellectual life was less frenetic than 
It is today. Sc holars had the leisure toadv ance 
values and opinions and others had Ihc leisure 
to read them Which is not to say thal there 
IS no need for .such di.scourse in India today. 
The Indian experinienl in all its vastness and 
diversity is surely in need ol continued 
evaluation and debate 

However, the intended contnbution of the 
Kurian trad is not very clear. Il is not 
addressed principally to the post-1991 
economic letorms in India, which occupy 
less than one-tourth of its loiul length. The 
cans as is altogether broadei; it is capitalism, 
the global embrace ol it. not the Indian 
embrace, oi attempted embrace, in particular. 
On capitalism, the author makes plain his 
position very early and very suceinclly in 
the prclace, thus- “When you begin to under-, 
stand capitalism you realise that you cannot 
be neutral about it; you are either foi it or 
against it I am .igainst it, and will press and 
work for an alternative though 1 knovs thal 
at present I have to live with it and within 

It." 

Perhaps it is because they do not undci stand 
capitalism .sufticiently, but there are a number 
of thinking people who are neither loi noi 
against capitalism, but quite simply .sec it 
with its many defects as one way by which 
to order economic relations which docs not 
constrain human ingenuity and initiative 
'Phey would be quite willing to consider 
alternatives of the kind that Kurian would 
pres,s and work lor, but he docs not suggest 
any. He merely confines himself to saying 
that thcglobal economic system “...will have 
to be replaced, but at present a feasible 
global alternative does not exist. But then 
alternatives have to be contextually evolved, 
rather than taken out of any ready-made 
blueprint” (p 84). Even if a ready blueprint 
is not available, the author makes no attempt 
to outline the kind of non-capitalist direction 
towards which the global system could be 
moved or nudged from the present-day 
context. A writer of a tract cannot stop at 
saying what he is against. He has to say what 
he is for. 

Neither does the author, as he certainly 
might have been expected to do given his 
global focus, examine the causes of the 
failure of experiments in this century wit|t 
systems that for want of a better term may¬ 
be labell^l 'ami'Capitalist'. An account of 
why the forces of capitalism enwrged 


victorious would have provided grounds for 
debate or discussion. In the face of silence 
on that issue, without any recommended 
alternatives either ii icd or untried, the leader 
IS at a loss to know where the tract intends 
to go 

Perhaps the purpose is to advance the 
understanding of capitalism as a .system, the 
better to draw the lines of battle between its 
del factors and supporters. I f that is so, it does 
not help to say that the Great Depression of 
the 1930s "indicates that capitalism has a 
logic completely alien to normal logic" 
(p 16). Altci Keynes, altei the enormous 
litei.iiure on the Great Depression, aftei all 
the posi-Keync.sian work on the micro 
loundalions of macro-economics, that 
sentence struck me as soriowfully ill- 
informed Tlicie arc other passages such as 
the lollowing "But the capitalist's quest lor 
pmlii isccaseless ‘Accumulate,accumulate' 
- IS ihc motto of capitalism” (p 14) In the 
late 2()th centuiy, when the focus of attcnl ion 
is on the wide and persistent diflcrences in 
the rate of accumiilnlion between different 
capitalist nations, the nai veteofihai .sentence 
sevcicly stiains credulity 

The author distinguishes between "tiade 
meant to exchange goods (without or with 
the nieilium ol money)” and “trade meant 
to make money " (by which he means 
aibitiage, presumably) (p 90). The first is 
dcscfilicd without qualification as “advan¬ 
tageous, particularly between national 
economics, and should be encouraged”. Thai 
sentiment is at variance with an earlier 
dcscnption of how the Ricardian theory ol 
comparative advantage, developed for 
"independent countries at about the same 
level of development freely entering into 
trade", was conveniently misinterpreted by 
English colonialists who “used the theory 
to put forward the argument for 'free trade’ 
as such” (p 29) So then, the reader wants 
to know, is trade between national economics 
not at the same level of development a bad 
thing? Should such trade be discouraged? 
There are other inienral contradictions. Take 
a passage such as the following; “Capitalism 
in the 1980s and I990.S has manifested not 
its noble or progressive features, but rather 
the tendency to exploit and exclude, to 
segment and restrict” (p 91). Nothing in the 
pages that precede that statement, nor in 
those that follow, suggest that capitalism has 
any good features whatever, let alone nobility 
or progressivity. 

The chapters on the post-war global 
economy contain passages such as the. 


lollowing: “One of the operational 
assumptions of monetarism was that an 
increase in rate of mtcre.st was the best way 
to fight the infiation that was becoming 
widespread by the late 1970s. This was the 
policy that the Reagan administration 
.adopted in the early 1980s’‘ (p 72). Monetary 
policy IS independent of the executive in the 
U.S, and was particularly so during the early 
1980s, when the tight money jwlicy of the 
then chairman of the Federal Rc.scrve Board 
did not, as it happens, find tavour with the 
Reagan administration. On the oil price hike 
of 1973. the author commends the OPEC 
nations, who “did not belong to the big 
league of capitalist countries" for having 
named their price (p 50) However, after 
having committed themselves to making 
available “part of tlicir new wmdiall gams 
lor developmental activities m the LDCs", 
they went b.ick on that commitment. "This 
was largely the handiwork of private banks 
m the US " (p 51). As it happens, however, 
OPBC funds were, belli outside the IIS, and 
the handiwork should more correctly he 
aiiiibuied to private banks in Europe, not all 
of which were European branches of US 
banks 

I arge sections of the tract are devoted to 
denouncing laissez-faire capitalism at a time 
when the need for intervention has longbccn 
conceded and debate centres on the degree 
and nature of that intervention; and to 
criticising standard cau.ses of market failure 
thal aie generally accepted. Thai global 
m;ukcls can be imperfect is known. Fresh 
evidence ol this for a particular product or ' 
commodity would have been a scholarly 
contribution, a mere blanket assertion of itif 
existence is not That speculative Hows of 
short-term capital are destabilising IS known, 
A scholarly contribution to what is by now 
a considerable literature on the phenomenon, 
and how- to curb il, would have been a 
welcome addition; a mere denunciation of 
it IS not 

Continuing with the cla,ss ol unexcep¬ 
tionable statements, here is another: “ ..there 
is nothing to guarantee that an increase in 
aggregate growth by itself is a good thing;... 
Where the vast majority of people need 
drinking water, grow th in the value of' Indian 
manufactured foreign liquoi’ is no com¬ 
pensation” (p 92) That aggregate indices 
ot growth conceal the composition of the 
flow of goods and services is surely well 
known. On drinking water, which the state 
has failed to provide, surely the ta,sk of 
withdrawing from diicct engagement in 
manufacturing is necessary, if not sufficient, 
to release energies for the provision of basic 
public goods. The author does not agree:. 
“The state requires economic power - a 
prixluction base and command over capital;^ 
in brief public sector units - to deal with 
capital adequately. Such units must fulfil at 
least three major requirements. First, they 





must demonstrate product i ve efficiency: they 
must derive the maximum possible output 
Irom a given combination of inputs. (It may 
be noted that this is vciy ilifferent Irom 
market efficiency, which is what counts in 
a capiiali.st ordci ) Second, they must be able 
to generate a reinvestible surplus. And third 
and most important ot all. they must become 
instruments in the hands ol the state to 
demonstrate how capital undiu-social control 
can be made to function Hcic, public sector 
units should show that the role ofcapital can 
be different Irom searching (or the highest 
monetaiy gam, that capital can be utilised 
to initiate, sustain and augment productive 
activity in ditfercnl .spheres of the economy 
as socially determined To pul it differeiuly, 
public sector units arc required for the slate 
to demonstrate how capital should behave 
and thereby indicate to piivatc capital, both 
domestic and foreign, what the priorincs and 
expectations arc. Private capital cannot be 
expected to toe the line, but there must be 
guidelines to indicate to what ewtent 
deviations will be tolerated That is the way 
to discipline capital. In principle at least, this 
is how China is dealing with foreign capital” 
(p 116). This IS noi the place to get into an 
argument on how China is dealing with 
loreign capital. The starting point was 
drinking water in our couiury. Why is it. 
after all these yearsofM/.eahIc .stale command 


over capital, that there is still insuitS^ieney 
of drinking water, on which at le<isr ail of 
us agree'' Why is it that capital under social 
control did not show how capital should 
behave, and show the right priorities? 

On the pre-reform phase ol Indian 
economic development, (he author has (his 
to say; "Import .substitution and the 
complementary step of concentration on basic 
industries, initialed during the Second Five- 
Year Plan period, werecmincnily reasonable 
for the long-term development of a sitiing 
and ,sclf-ielianl Indian economy. Considera¬ 
tions of nationalism more than cconomit 
growth had inllucnced this choice" (p 33). 
If the choice was the correel one, and in the 
nation.il mlercst, why was ii ihat "The policy 
measures adopted gave a iicincndous txiosi 
to those industrialists who already had 
enormous resource power, enabling them lo 
have a more comprehensive grip on the 
economy and the apparatus of slate power"? 
The only explanation offered by the author 
lor this IS that "indigenous capitalism was 
ready lo he aggressive” Why was it that 
slate intervention in production was not able 
through exemplary pcrfoimance lo exert 
di.seiplinary control over capitalist foiees, 
however aggressive those toices might have 
been’' 

On the inequalities that developed during 
the 40 pre-reform years, the author adds. 


t,") .. ^ 

“E^nomists is general were not paruculariy 
bothered about this; they subscribed to the 
trickle down' theory which maintained that 
while ihc economic benefits of growth would 
initially go to well-to-do sections, gradually 
and in the long run, they would percolate 
down to everyone” (p 03). This is a 
condemnation of economists which is 
unwarranted and unfair. The vast literature 
on income distribution and poverty which 
began in the 6fls, and rc.sultcd among other 
things in the employment provision 
progiammes which continue to the present 
day. are sufficient evidence of the 
overwhelming concern of economisls,with 
the misdirections of policy during that long 
period. 

I can do no better than to clo.se with one 
final quote: “Hence, lo be convinced about 
the beneficial aspects ot global capitalism 
one needs much more than strong theoretical 
arguments Substanliatingevidcnceiscallcd 
for and the burden of proof is definitely on 
those who make the claims, not on those who 
challenge them” (p 91). Substantiating 
evidence is at hand, right next dooi in cast 
Asia, as ii happens, where country after 
country has successfully used the global 
capitalist framework lo pull out of poverty. 
It IS for us either to accept that evidence, 
or 10 remain unpersuaded, and wait lor more 
evidence to come our way. 
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CLOSIKG THE 
TECHNOLOGY GAP 

Tadmalogicol Chonge in India's (ampular Industry 
Hans-Peter Brunner 


Dr. Brunner provides a reinterpretation of the 
bistory of India's computer industry using a 
novel method for measuring price-performance 
or quality gaps. This is perhaps tlie first policy- 
oriented study wliich simultaneously suggests 
ways by wbicb countries which are still developing 
eccjnomically can achieve technological parity 
with industrialized countries. 
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Uncertalii Fiiture of Ihiblic Enterpii^ 

Ramaswamy R Iyer 

Public Enterprises in India: Changing Perspectives by S N Raghavan; Asian 
Institute of Transport Development, New Delhi. 1994; pp xii+227, price not 


mentioned. 

THE book under review is a well-meant 
undertaking obviously moii vated by a degree 
of .sympathy for and commitment to PEs, 
Unfortunately, the first impression of a well- 
structured and scholarly book did not survive 
a careful reading: the book is of surprisingly 
unevenquality. Nevertheless, the earnestness 
of the author and the importance of the 
subject demand a detailed review of the 
book. 

We need not spend too much time on 
instances of careless writing: (a) the use of 
the term ‘public sector’, in the title and in 
the body of the book, as a variant for ‘public 
enterprises’; the repetition in the Introduction 
of the old idea of a dilemma in reconciling 
autonomy and accountability which the 
author himself rejects later (p S2), and the 
reference to "the inefficiencies associated 
with PEs" (p xi), which conflicts with the 
author’s own later evaluation (see Chapter 
.1 as al.so p 149). However, a word needs 
to be said about the relercnce in the 
Introduction to ‘‘heavy dependence on budget 
support". This is an unthinking repetition 
of a common and erroneous perception 
Budgetary allocations for approved plan 
outlays are acts of public investment and not 
‘budget support’ (implying a favour done 
to PEs); and far from being ‘heavy’ such 
allocations have been woefully inadequate 
in recent years. The governmental provision 
of funds to cover the losses of deficits of 
some PEs is indeed ‘budget support’, but it 
is a very minor component of the overall 
fiscal deficit; and ‘heavy dependence’ is a 
wrong description, as what the PEs in 
question want is not ‘budget support' but 
solutions to their sickness or structural 
problems, which only the government can 
find - a responsibility which the government 
has failed to discharge. 

A more important weakness of the book 
is the curious failure to make significant use 
of the vast body of material that is available 
on a wide range of themes and topics relating 
to PEs making one wonder about the extent 
ofthe authOT’s familiarity with it, That remark 
needs to be at least briefly substantiated. The 
following is an illustrative listing of material 
to which there is no reference either in the 
text or in the bibliography: 

(i) official documenB such as the Industrial; 
Policy Resbtufion of 1948, the IP Statements 
of 1977 aiid 1980, the Ministry of Finance 
Memorandum of 1969. succc.ssivc Plan 


documents (the book refers only to the IPR 
56 and the IPS 1991); 

(ii) ihe Reports of Committees and 
Commissions, e g, Paul Appleby’s report on 
the government’s industrial and commercial 
cnterprise.s (19.^6), the Krishna Menon 
Committee’s Report (1959), the Reports of 
the Administrative Reforms Commission 
(1967), the reports of several parliamentary 
committees, including one by COPU on 
Accountability and Autonomy (1987-88) 
and the Report of the Eighth Plan Working 
Group on PEs (1989); 

(lii) management literature: the writings 
of (among others) V V Ramanadham, Laxmi 
Narain, Mary Shirley, Prajapati Trivedi, the 
present reviewer, Leroy Jones (on the 
evaluation of PEs in Pakistan and South 
Korea). Sebastian Morris and Nagaraj; the 
discussion on 'holding companies’ in the 
July-Septembcr and October-December 1988 
issues of IIMA’s journal Vikolpa, the 
March 1990 issue of Public Enterpiise 
(the journal of the International Centre for 
Public Enterprises. Ljubljana), and the 
papers of a seminar organised by the 
institute of Public Enterprises, Hyderabad, 
in collaboration with the now defunct 
Bharat Business International at New Delhi 
in November 1990, the material on 
privatisation (Samuel Paul’s article in EPW 
and the discussions that followed, the 
books on the privatisation experience in 
developing countries and in the UK 
edited by V V Ramanadham, Selling the 
Slate. Privatisation in Britain by Cento 
Veljanowski, and books edited by TL Sankar/ 
Y V Reddy, Geeta Gouri, and S R Mohnot. 

Perhaps the author is indeed familiar with 
all this material but has put it aside on the 
basis of some curious kind of selectivity. Be 
that as it may, the historical/analytical review 
of PEs (chapters 1 to S) suffers from many 
weaknesses. 

For instance, in the account of the origins 
and evolution of PEs in India, the discussion 
is largely in the language of economists 
(‘market failure', ‘externalities’, ‘natural 
monopoly’, ‘allocative efficiency’, ‘lumpy 
investments’, etc). It is useful and interest¬ 
ing, but a more extensive use of official 
documents would have given us a better 
idea of the actual thinking - objectives, 
expectations, concerns - of planners, policy¬ 
makers and their advisers. There is not 
much reference in the book to ideas which 


were rightly 6t wrongly influential from 
time to time: ‘machines to build other 
machines’ (the Mahalanobis model), ‘self- 
reliance’. ‘socialistic pattern of society’, 
occupying ‘the commanding heights of the 
economy’, ideas of regional development, 
the development of backward areas, the 
generation of employment, and so on. 

It has been staled that the establi.shment 
ol the Food Corporation of India was 
"sought to be justified on the grounds of 
social and equity objectives” (p 4). The 
objectives (market stabilisation, price 
support to farmers, assurance of supplies 
at affordable prices to consumers) were 
genuine and not mere rationalisations; and 
they were being handled departmentally 
before the establishment of PCI as a 
corporatebody. The crucial question about 
the FCI is a different one which the author 
fails to recognise: given the enitrely non¬ 
commercial nature of the functions, and the 
fact that the FCI acts as an agent of the 
governments and that all the cntical decisions 
are taken by the government, was it right 
to set up a corporate body? Should not the 
government have continued to perform what 
.ireessentially governmental functions direct 
through a departmental set-up? (There is 
some discussion regarding this in the 
literature.) 

The two chapters on the growth ofthe PEs 
and their performance are undistinguished. 
They do not go much beyond the rudi mentary 
classifications and catcgori.sations of the 
Public Enterprises Survey. (Similarly, in a 
later chapter the author uncritically accepts 
the simplistic ‘taxonomy’ devised by the 
DPE.) There is not much fresh analysis and 
hardly any new insight. The author fails to 
see that tables showing Ihe ‘share’ of PEs 
in the total economy or in particular sectors 
do not really tell us much. 'They merely give 
us an idea ol the PE presence m the economy 
(which IS a reflection of the prevailing 
philosophy) but not what that presence 
succeeded in achieving, and whether 
(hypothetically speaking) the situation would 
have been significantly different in the 
absence of the PEs. On this too, some 
discussion is available in the literature. 

Again, despite the later acknowledgement 
on p 39 that evaluation in aggregate terms 
is not u,seful, that is precisely what is done 
in chapter 3. (Incidentally, Baldev Raj 
Nayyar’s comparison of public and private 
enterprises is mentioned on pp 38.39; the 
author fails to sec that the compari.son is 
biased and is vitiated by the choice of 
enlerprises representing the two sectors. This 
has been pointed out elsewhere by this 
reviewer.) 

There are repeated references to 
autonomy’ but there is no detailed 
examination of a host of issues having a 


tKMring on this, such as the corporate form 
and its logic; the complex and dysfunctional 
relationship between the government and 
PEs; the manner in which the CAG’s audit 
of PEs is conducted; the ‘vigilance’ 
arrangements and their inhibiting effect; the 
kind of scrutiny and control that parliament 
seeks tocxercisc; the SupremeCourt’s rulings 
that PEs arc ‘state’, and so on This has been 
extensively discussed in the literature. .A 
simple recommendation of ‘autonomy’ 
without coming to grips with these problems 
and complexities has very little operational 
value. 

On ‘holding companies’ as a measure of 
reform, the crucial point is the distancing 
of the subsidiaries from the goveinment. 
that is what prevails in Italy, and that was 
what the Scngupia Committee had in mind. 
Unfortunately the government of India has 
never accepted this principle, and so the 
advocacy ol this particular organisational 
device docs not seem very useful in the 
Indian context. In any case, during the last 
few years, the holding company idea has 
ceased to be a topic of current debate. 
(Incidentally, the reference to SAIL as a 
holding company on p 59 is misleading and 
ignores history SAII. is indeed a holding 
company m relation to II.SCO but not in 
relation to Bokaro. Hhilai. Rourkela and 
Durgapur, which aie divisions and not 
subsidiaries The author must be aware that 
SAIL was eslabl ished as a holding company 
in 1973 but was restructured as an integrated 
company in 1978 ) 

As for the discu.ssion ol the MOU system 
It contains some erroneous statements and 
shows a less than complete umlerstanding 
of what has been happening. The author 
could have improved his undeistanding 
through detailed discussions with those who 
have been actively concerned with the 
operation ol the system. (It does not appear 
that the auihoi made much use of interviews 
in vvnting his book > 

Turning now to the impact of the new 
economic policy (NEP) on PEs. we find 
that here again the treatment is thin. For 
instance, one of the elements in the NEP 
is the rc-dcmarcation of areas lor public 
investment: these weic reduced lirst to 
eight and then to six. What does this imply 
for the existing PEs (quite a number) whose 
activities fall outside tho.se six areas ’ Have 
they lost their legitimacy? Will they on 
sufferance waiting to be piivatiscd or 
phased out? Wili they be Iroren in their 
present form and prevented from taking 
decisions indicated by their corporate plan, 
on the ground that they aie in areas no 
longer earmarked lor public investment? 
There is no governmental pronouncement 
on thesequestions. hut surely the book should 
have gone into them 


Again, the book does not squarely face 
the fact that July 1991 was a watershed in 
the history of PEs in this country, and that 
their very basis and rationale have been 
undermined. In practice, of course, things 
go on: the existing PEs continue; and the 
government does not talk about pri vatisation. 
However, the logical implications of the 
NEP need to be made explicit and discussed 
The book fails to do that, but gives an 
innocuous account of the reforms’ (a 
question-begging term); uncritically 
accepts the specious aigument that 
disinvestment isa measure of reform; seems 
to find much wisdom iii the rather 
perfunctory re(X)rl ol the Committee on 
Disinvestment; and then proceeds to make 
recommendations about PEs, using 
concepts and categories (collective goods, 
common pool goods, core industries, etc) 
which arc drawn from an earlier philosophy 
and are alien to the NEP. 

It would have been lar more useful if the 
author had undertaken a detailed enquiry 
into the manner m which PEs arc in tact 
responding to the changes The di sappearance 
of import control, the sharp reductions in 
custom duties, the introduction ol certain 
import-lacilit'ating schemes to favour 
exporters, the abandonment of old pricing 
.systems, the welcome extended to MNCs, 
and so on, have had a major impact on Indian 
industry in general and on some PEs in 
particular (for instance, SAIL, BHEL, 
Hindustan Zinc, Hindustan Copper, IPCL, 
Hindustan Organic Chemicals). STC and 
MMTC have lost their old roles and are 
looking for new ones. None of these PEs 
IS retreating into a corner and sulking; they 
are all strenuously working out their own 
strategics fur coping with change and 
surviving. One would have expected the 
book under review to examine the responses 
of a selected number of PEs to 1 he chal lenges 
before them, make an assessment of their 
future, and make recommendations for 
governmental policies in the light of that 
assessment. (Such an examination would 
ot course have required a scries of structured 
interviews) 

The last chapter entitled ‘Directions for 
the Future' contains recommendations 
couched m general terms with no attempt 
to work out the operational implications. 
“Greater functional autonomy”; but through 
what means? How shall we overcome the 
difficulties experienced in the past? “The 
control of the Ministry has to be 
removed" - yes, but how? ‘‘Accountability 
has to be ensured through CAG and PAC”: 
accountability through the CAG and to 
parliament already exists and is it.self in 
some ways dysfunctional. (Incidentally 
■PAC is surely a mistake for COPU.) All 
these recommendations arc weakened by a 


failure to recogiilise longstanding and muciu 
debated problems. 

Turning to the restructuring of PEs. one 
can readily agree with the propositions that 
restructuring has to be guided by clear 
objectives, that a complete review of all PEs 
should be undertaken, that incurably sick 
PEs should be closed, and that the BIFR 
route is not the most appropriate one for 
dealing with sick PEs There is nothing new 
in all this. 

The one interesting recommendation is 
theestablishmcntofa Trust’ for performing 
a variety of functions relating to PEs: 
analyses, monitoring, restructuring, 
deciding on revival/closure of sick PEs, 
managing the disinvestment process, 
administering the proceeds ol disinvest¬ 
ment, disbursing funds for restructuring, 
managing the National Renewal Fund, etc. 
A number ot questions arise. In the first 
place, IS a Trust the most effective form 
of organisation for the purposes in view? 
The authoi envisages a statutory body: if 
so, should It not be a Commission? 
.Secondly, the author recommends the 
transfer to such a body only of those PEs 
which arc not to be retained in the public 
sector: but who will take that prior decision'’ 
Would It not be better to provide for the 
mandatory transfei of all PEs to the Trust/ 
Commission (if that is legally feasible)? 
Thirdly, should there be one Trust or 
(.’ommission or several such bodies 
performing distinct functions? Fourthly, 
will the political difficulties involved in 
closure, exit policy, the restructuring of the 
labour force, etc, disappear merely because 
a statutory body is set up? Lastly, the 
National Renewal Fund is in principle 
supposed to cover both PEs and the private 
sector; should there be a separate PE 
Disinvestment Fund into which the 
disinvestment proceeds will go and from 
which resources wili be made available for 
the restructuring/rchabilitation of PEs. and 
if so how can we ensure that it is not 
bureaucratised? 

The purpose ot that senes of questions Is 
not to throw cold water on the idea of 
establishing a statutory btsdy or bodies to 
handle some of these mutters. There is some 
merit in the idea and it deserves serious 
consideration. Unfortunately. as put forward 
in the book it is a nebulous proposition: 
much more work needs to be done to make 
It an operational recommendation. 

it is a pity that having emBarkcd on an 
ambitious undertaking, the author has 
failed to do ju.stice to it. However, the book 
certainly provides an occa.sion for thinking 
about an important subject, and rais&s some 
at least of the major issues. Despite its 
inadequacies, it can serve a useful purpose 
and must therefore be welcomed. 
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Commimalism and Indian Princely States 

A Comparison with British India 

Dick Kooiman 

In the study of communalism, the colonial policy of separate electorates jor religious minorities has often been 
put forward as a powerful explanatory factor. But a comparison of British India and the princely states of Baroda 
and Travancore, which had no separate electorates, suggests that such arrangements had les s influence on the formation 
of communal identities than has generally been assumed. Rather, the demand for separate electorates may have been 
an effect rather than a cause of communalism. 


THE problem of communalism looms large 
over present-day India. In the study of its 
emergence, the policy of the British colonial 
government to provide religious minorities 
with separate electorates has often been put 
torward as a powerful explanatory factor. 
This di.stribution of political privilege along 
lines of religion is alleged to have divided 
people into mutually exclusive, often hostile, 
if not openly fighting social groups, 
culminating in regularoutburstsof communal 
violence. 

Since these hotly disputed separate 
electorates were introduced only in the 
provinces under direct colonial rule, this 
study will make a comparison between 
constitutional developments in British India 
and those in two of the majoi indirectly 
administered areas, the pnneely stales of 
Travancore and Baroda (Vadodara) These 
states continued a scnn-auionomous 
cxi.stcnce till 1947 and were largely Icit tree 
to make their own electoral ai rangements, 
if they wanted to make any at all. In making 
this comparative analysis I hope to improve 
our understanding of the emergence of the 
communal problem and to place the colonial 
factor in a more proper perspective.' 

Communities generally define themselves 
by drawing certain boundary lines 
demarcating their own community, in India 
these boundaries cross-cut and overlap one 
another in all possible ways. The culturally 
defined shared characteristics represent 
competing criteria and do not define one 
single group. Having more than one set 
identity, an individual can belong to several 
communities at the same time and may be 
mobilised along different, mutually exclusive 
lines of communal identity {Alavi and Harriss 
1989:223: Shah 1994:1133J. Therefore a 
community is never a .socially homogeneous 
unit. And there is more to it than that. In 
spite of sharing relevant common identity 
markers, the objective conditions of the 
people that make up a community may also" 
be extremely dissimilar. '• 

Novettheless. thedistiitctive cbaraeteristic 
of the phenomenon called cummunali.sm is 


the belief that a gioup of people, because 
they have one ascriptive identity m common 
(religion, language, etc), also share common 
interests in all other fields (political, 
economic). By placing all emphasis on that 
sharesi cultural attribute, an earnest attempt 
is made (o overcome a disturbing internal 
diversity by postulating a higher but largely 
‘imagined unity'.’ Depending on the selection 
of attributes, the imagined unity may refer 
to the political community of a nation 
[Anderson 198.5], but also to a religious, 
caste or linguistic community. Under 
colonialism, the religious definition of 
community has become so predominant that 
m common discourse communalism has 
become more oi less synonymous with 
communalism ol the religious variety. 

HlS'lOlUOr’.KAPHV OF COMMONAI.IS.M 

Studying the question of how communal 
identities in south Asia could emerge and 
change into active and even virulent forms 
of communalism, two different forms of 
analysis can be distinguished, an approach 
from below and one from above The analysis 
from below starts from the assumption ol 
a continuing importance of primordial 
attachments among the people of India at 
the grass roots level. Thc.se attachments 
based on language, religion, place of origin 
and kinship connections arc suppo.sed to 
flow more or less naturally into modern 
communalism. A major objection to this 
essentialist interpretation is that it does nut 
care to explain in what particular historical 
contexts these primordial sentiments become 
available for translation into political action. 
Apait from that, primordial identifications 
like religion and language are always subject 
tochange and.as Brass! 1991:73)has argued, 
may be constructed “after-the-fact, as it 
were" 

The other school of analysis starts from 
above. It sees communalism and social .self- 
idcntilication as resulting from a deliberate 
manipulation of selected community 
symbols by an intere.sted elite or as the 


outcome of mischievous colonial policies 
of dividc-and-rule. 

Speaking about communal riots after 
independence, specialists such as Oipankar 
Gupta and Asghar Ali Engineer also direct 
their criticisms primarily at the elite. They 
argue that the manifestation of communal 
tensions m Indian politics is not so much 
an outcome of popular grass roots passions, 
as It lb a creation of vested political interests 
which try to identify their own aspirations 
as tho.se of the entire community [Engineer 
1984:34; Gupta 1991:573]. To further their 
ends the leadership is also said to take 
advantage of the growing economic and 
social disruption under the capitalist system. 
The problem with this approach is that it is 
heavily leader-oriented and does not seem 
to take religious feelings very seriously. 

Stretching the discussion back to the pre¬ 
colonial period. Van der Veer {1994:30fO 
draws attention to factors ol the ‘longue 
durcc’ in the consiiuction and clash of 
communal identities. He emphasises the 
importance of pre-colonial modes of 
religious communication, like expanding 
saintly networks, ritual and pilgrimage 
which have been gaining new importance 
in (po.st-)colonial conditions.' 

In this article I want to focuson the colonial 
period. Many historians working on this 
period have adopted a top down approach 
by trying to establish a direct connection 
between colonial policies and present-day 
religious communalism. Even if we accept 
that the massive state project to gather 
knowledge about India and its people was 
solely meant to facilitate the working of the 
administrative machinery, the result could 
be that communal distinctions became 
manifest and assumed political significance. 
From the 1870s the decennial census 
operations reinforced existing social 
divisions by creating a countable Hindu 
majority and Muslim ntinonty This colonial 
propensity for enumeration and classification 
became the basis ol electoral, representative 
politics and introduced what I would like 
to call the tyranny of the numerical order. 


Both Baroda and Travancorc could boast 
Ota proud record of educational achievement. 
In Baroda, the j^ovemnient had as.sumed 
direct responsibility tor the establishment 
and management of a targe school system. 
One of Its most spectacular innovations was 
the introduction of compulsory education 
(1906).''Official efforts showed encouraging 
results and from 1891 to 1931 the rate of 
literacy rose from 8 to 21 per cent. In 
T ra vancore on the other hand, the government 
had entrusted the major part of education to 
private agencies, assisting them with a 
generous distribution of grant.s-in-aid. This 
policy enabled missionary societies to 
dominate IheTravancorecducational system, 
especially at the primaty level. The number 
of schools was high and so was the rate of 
literacy It increased from 10 per cent in 
1891 to 30 per cent in 1931, .stimulating a 
tlourishmg local press' and active political 
participation. 

Both Baroda and Travancore state spent 
a large part of their revenue on education. 
But due to the prevailing social inequality, 
the benclit of education was very unevenly 
spread between men and women, high castes 
and low castes, Chnstians and Muslims. 
Nevertheless, literacy rates were much 
higher here than in the neighbouring 
Madras presidency or British Gujarat, 
which in 1931 had reached only 11 and 13 
percent (Census Baroda 19321:315, 334ff; 
Census Travancore 1932 1:56 and 1942 
1:155, 159; BAR 1944-45:58). 

A major difference between Baroda and 
Travancore, finally, concerned the economic 
conditions in both states. Partly by virtue of 
us favourable location on the main railway 
lines, the stale of Baroda was drawn rather 
closely into the process of commodity 
production in neighbouring British India. 
This offered local merchant groups a suitable 
climate for profitable investment and 
participation in a wider market. Apart from 
that, the Baroda government became a 
zealous patron of industrial development 
and followed a liberal policy towards industry 
[Streclkerk 1985:48-49,111-14). In .spite of 
all these efforts, almost until the early 1940,s 
local industry was rather narrowly based, 
with textile mills accounting for the bulk of 
the labour force as well as invc.sted capital. 
This local textile industry was almost 
exclusively controlled by a few leading firms 
from the Gujarat vania and patidar castes 
IEfdm.-in 197l.6ff:Mahadevan 1991:165,187). 

The economy of Travancore had become 
more integrated with the international 
commodity market. European coastal firms, 
generously supported by the government, 
had made large-scale investments into 
plantations and agro-processing industries, 
exercising almost complete control over the 
principal spheres ofcommercial and financial 
activity. As !|j#sult,fheTravancore economy 
had become'“an essentially expoit-orientcd 
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agro-based industrial complex chtiracl^riaed 
by the overall predominance of foreign 
capital” [Mahadevan 1991:167], This 
subordination was not particularly favour¬ 
able to the growth of a well-developed 
entrepreneurial class. Local entrepreneurs, 
mainly from the Syrian Christian and ezhava 
communities, started investing inplantations 
and later also in commercial banking, but 
there was no large-scale investment in 
modern industry, most probably because 
local merchants and capitalists did not feel 
encouraged by official attitudes." 

CoN.sTiTt/noNAi. Developments in Baroda 

liT the constitutional set-up of Baroda the 
ruler was considered to be the fountainhead 
of all power, authority and justice in the 
state. The actual administration was delegated 
to a dewan and real power was vested in his 
hands and those of a small number of high 
officers. At the end of the 19th century a 
system of local administration was 
introduced, including the elective pnnciple, 
meant to serve as the foundation for a larger 
representative framework. In 1908, as a 
natural sequel to the elaboration of these 
local boards and municipalities, a legislative 
council was inaugurated which wasentrusted 
with the task “to advise His Highness' 
Government in the arduous task of 
legislation” [BAR 1907-1908:18). 

'There has been a strong popular element 
in the council since its inception, and this 
idea tends to increase”, the Gazetteer of 
Baroda (\923 11:242) observed with hardly 
concealed satisfaction. Of the nine non- 
official members, however, three were 
nominated by government to represent 
interests that might otherwise remain 
unrepresented, like Muslims and depressed 
classes, and the remaining six members 
were chosen by the distncl boards from 
among their own members. Neither did the 
new council have much of an effective 
influence It may have been "endowed with 
potentialities of administrative power”, as 
the dewan declared at its opening session 
(BARI 907-1908. i ii), but these potentialities 
remained as yet largely unused. All 
decisions were in the nature of respectful 
recommendations to the maharaja. In later 
years the total number of councillors was 
gradually raised hut a more fundamental 
change in Baroda's legislative council had 
to wail for the Constitution of 1940. 

There was hardly any echo of the Montagu- 
Chclmsford reforms to be registered in 
Baroda In its reply to these reforms to the 
government of India the Baroda darbar only 
stiessed matters like the preservation of the 
honour and dignity of the Indian princes. 
There was no reason for concern, after all, 
as the paramount power adhered to its 
policy of non-interference and raised a 
protective umbrella above the states to 


prevent them firom dehiocra!ti6experiineilits 
that might not suit local tr»iitions. As the 
Manual of Instructions for Residents with 
Indian States ^ipulated, it was not the policy 
of the paramount power to give open 
encouragement to the granting of 
representative institutions by the rulers to 
their people.'* 

In B aroda t he consti tution of the legislative 
council was not substantially changed. There 
was, however, one important amendment to 
the way members for the 10 general seats 
were elected. In 1928 the district boards 
were abolished and their prerogative to elect 
council members was transferred to the (grger 
division boards on whose recommendation 
councillors were to be nominated by the 
government [BAR 1931-1932:20). This 
means that the popular element in the council 
was not increased but weakened, as election 
made place for recommendation and the 
constituencies were farther removed from 
the people. 

The four division boards were largely the 
domain of the patidars These dominant 
Gujarati landed proprietors had utilised the 
new electoral opportunities by capturing 
through the ballot box more than their due 
share of scats. In 1931 patidars numbering 
one-fifth of the population held more than 
half the number of elective seats in these 
division boards [Census Baroda 19321:411). 
Their complete command of the situation in 
the countryside can also be seen from the 
aborted 'satyagraha' in Pctlad district 
Hardiman, describing this satyagraha 
(1978:126ff) explains its failure by pointing 
at the structural alliance between government 
and landholders on which the Baroda state 
actually rested. State officials always showed 
extreme sensitivity to peasant demands, and 
peasant elites had more to gam from subtle 
dealings behind the scenes than from an 
outright confrontation. Therefore, the Pctlad 
patidars had no need for Gandhian 
satyagraha, as it was a weapon of urban 
intellectuals who lacked influence in society. 

Baroda offered a picture of overall political 
tranquillity these years. When in 19,30 Gandhi 
launched his civil disobedience campaign 
from Sabarmati ashram, the national political 
movement came very near to Baroda’s 
borders. The government of India was afraid 
that the movement might spill over to 
Baroda,'" but there was hardly any 
manifestation of political unrest, apart from 
some movement among the students of 
Baroda College. In a different guise, but not 
less constructive, support for the nationalist 
cause came from the Baroda government 
Itself. The maharaja was an enthusiastic 
supporter of Gandhi’s swadeshi movement 
encouraging indigenous industries and his 
government provided local entrepreneurs 
with loans, tax concessions and transput 
facilities. Among those able to capitalise on 
these favourable conditions were rdatives 
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Sardar ValUbhbhai Patel and Gandhi 
fErdman 1971:7-12]. 

Nevertheless, the civil disobedience 
inspired the Baroda Praja Mandal to greater 
activity. The Mandal, a people’s organisation 
found^ in 1917 (Handa 1968:89], worked 
for the improvement of the conditions of all 
the state's people. In the 1930s its members 
toured the districts to preach the gospel of 
swadeshi and total prohibition When Sardar 
Patel became president of the Mandal, it 
became a more patidar-dominated body with 
a better chance of linking up with the 
peasantry of the state." Yet. in spite of a 
growing influence of the Congress, the 
Mandal maintained a formal political 
independence and did its utmost to preserve 
good relations with the state authonties. 

The Baroda police commissioner, a 
maratha, declared that the Indian National 
Congress had no support among the general 
populace. Yet, the British resident did not 
wish to be deceived. He reported a latent but 
strong sympathy for Congress and noted 
that the slogan ‘Gujarat fo the Gujaratis', 
associated with Congress policies, was 
increasingly resented by maratha officials," 
Under the old regime a Maharashtrian elite, 
following in the wake of the maharaja’s 
conquests used to dominate the higher ranks 
of the administrative service. However, with 
the spread of education Gujaratis were 
increasingly claiming their share of official 
appointments. When in 1939 Patel visited 
Baroda city and touched upon the sensitive 
issue of Gujarati under-representation in the 
services," large-scale violence broke out 
leaving many injured and one maratha 
killed." 

At the same time the Congress’ altitude 
towards the princely states changed. 
Congress had always followed a policy of 
non-interference in states’ affairs but in 
1938 its session at Haripura, immediately 
adjoining Baroda territory, decided for the 
tirst time to support, at least to a certain 
extent, movements in the states asking for 
responsible government. In Baroda the 
change became immediately apparent in the 
political resolutions of the Baroda Praja 
Mandal. In August 1938 the Mehsanabranch 
of the Mandal asked not only for the usual 
reduction in land revenue and total 
prohibition, but also for responsible 
government. Since then, the latter demand 
becamearecurrent theme at Mandal mbetings 
all over the state.’’ 

After the old mahanga had passed away 
in 1939, his grandson and successor 
immediately declared to support the 
recommendations of a committee for 
constitutional reform instituted the previous 
year. With only slight alterations these 
recommendations found a place in the 
Covejnitwqt of Baroda Act of 1940. Hie iKtt 
provided for ajcfislative assembly of 60 
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nominated including representatives of 
minorities and backward communities, 10 
members represented special interests like 
industry, commerce and labour, and the 
remaining 27 members were elected from 
territorial constituencies on a wide franchise, 
about 8.5 per cent of the population.'*' 
The government declared to have given 
“most anxious consideration” to the question 
of communal representation. Still, it had 
decided to make no arrangements tor separate 
electorates or seat reservation in view of the 
“identity of interests among the different 
classes of the people in the state and His 
Highness’ government”." Commenting on 
this, the Amriia Bazar Patrika could write: 
The Indian nationalists have long been 
demanding such liberal reforms in their own 
constitution and they must congratulate the 
people of Baroda for getting them in 
advance.'* 

Less satisfactory to nationalist expectations 
both within and outside Baroda was the 
lack ot any form of responsibility in 
government under the 1940 Act. The 
assembly was to advise on all legislative 
matters and the budget, but the executive 
council appointed by the maharaja remained 
responsible only to him. 

As soon as the reform proposals had 
become known, the Praja Mandi under the 
presdidentship of Sardar Patel heavily 
criticised them, especially for their complete 
lack of any reference to “responsibility in 
government remote or elementary” (Bombay 
Chronicle, March 7. 1939). But after the 
enactment of the new con.stitution the Mandal 
decided to accept it for what it was worth. 
An appeal was made to all the people of 
Baroda to vote for Mandal candidates, and 
at the 1940 elections the Mandal secured 24 
elected seats in the new legislati ve assembly. 

The Muslims in Baroda were less willing 
to work the reforms. From the appointment 
of the constitutional reform committee they 
had started worrying about their future place 
in Baroda society and in India in general. 
At local conferences resolutions were passed 
along the lines of Muslim League in British 
India demanding separate electorates in the 
new legislative assembly and all local bodies. 
The constitution of 1940 only reinforced 
existing fears among Muslims that they stood 
no chance of being elected to the assembly, 
and therefore they called upon their co¬ 
religionists to abstain from participation in 
the forthcoming elections.” Trade-union 
leaders and caste associations joined the 
chorus of those demanding more adequate 
representation,’” but the assembly convened 
according to rule and the protesting 
communities gradually adjusted to the new 
arrangements. 

Whereas in British India separate 
electorates were introduced as early as 1909 
in Baroda nobody seemed to have cared to 
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Muslims and a few other minority 
communities started to demand separate 
representation in defence of their political 
rights. Most relevant to our central problem 
is that communalism also was practically 
unhiMid ol prior to 1947, which seems to 
comtirm the assunted relationship between 
separate electorates and communal feeling. 
Tlie Baroda Administration Report (1939- 
40:2) proudly stated that 
the spread of modem education... i.s steadily 
softening the edges... of different faiths and 
the resulting broad sense of toleration reduces 
the chances of religious tension which was 
never acute in the state. 

Unfortunately, the same statement recurs in 
earlier and later reports and its routine 
character clearly affects its credibility. 

Nevertheless, the reports of the British 
residents also contribute to this picture of 
traditional communal harmony. Of course, 
one may doubt the diligence of the average 
British resident in writing his fortnightly 
and other reports on local political events. 
However, even aAcr the go vernment of India 
had expressly asked the residents in 1933 
for timely intimation of any communal 
trouble that might arise in their states” the 
general thrust of the Baroda reports did not 
change. The only major trouble of a 
communal nature occurred in 1939 when 
there were riots in Baroda city between 
Gujarati and Marathi speakers. One might 
argue for a latent but powerful communal 
tension hidden .somewhere below the social 
surface, but the conclusion must be that (bis 
tension never led to explosions serious 
enough to leave an imprint on the 
documentary evidence used for this study. 

One of the few minor conflicts between 
Hindus and Muslims that were reported had 
to do with municipal elections at Sidhpur 
in (he north of Baroda state. Significantly, 
the trouble started in a general constituency 
that had one Hindu and one Muslim 
candidate. Both parties were waiting for 
voters outside the polling booth and tried 
to persuade them to vote for their candidate, 
which led to an exchange of words, serious 
fighting and a number of people injured or 
arrested”. Separate electorates are said to 
harden religious distinctions into much 
broader antagonisms. Still, one might argue 
that a separate electorate offers no compelling 
need to appeal to religious sensibilities, as 
both voter and candidate move wothin the 
same social boundaries without rival 
communities competing for the same seats. 
On the other hand, in a general electorate 
candidates and their supporters may feel 
more easily tempted to invoke religious 
affiliations and to tight political opponents 
along lines of communal differentiation. 

After independence, Baroda merged with 
British Gujarat and was integrated into the 
new Bombay state that later split into the 


linguistic states of Gujarat and Maharashtra. 
The new constitution of India with its adult 
suffrage unqualifled by ahytliing like .separate 
electorates could not save Gujarat from 
communalisni It would have been too much 
to ask More and more cities and towns fell 
prey to communal violence and from 1956 
Gujarat was plagued by a long scries of 
violent incidents and movements. Wood 
(1984) has tried to differentiate British from 
princely legacies in post-independence 
Gujarat politics, but unfortunately he did not 
include communalism in his analysis The 
intricate territorial mingling of directly and 
indirectly ruled areas before 1947 would 
have made .such an attempt extremely 
difficult Local observers agree, however, 
lliat the cities of Ahmedabad and Baroda, 
the old capitals of British Gujarat and the 
maharaja's state, both share the dubious 
honour of being the preferred habitat of 
communal violence, though of late Surat 
seems to outrival both of them fShah 1984; 
Chandra 1993:I88.L Lobo and D'Sou/a 
199.3:152; Breman 199.3]. 

CoNSimiTION/VI, Dl'VI.Ol'MtNIS 
IN Travancorh 

In Travancore also the maharaja was the 
source of all power and a representative 
Institution could only come into being as a 
grant from the king to his people. In 1988 
he granted them a small legislative council, 
followed in 1904 by a popular assembly. 
Whereas the council was meant for the 
making of laws and regulations [ATR 1887- 
88:11, the as.sembly had no legislative powers 
at all. It was primarily aimed at promoting 
good understanding between Travancore’s 
many castes and religious communities 
whose growing antagonisms at that tunc 
already were causing the state much trouble. 

Most of the assembly members were 
elected from territorial constituencies. There 
were no special electoral provisions for castes 
or religious communities, but the government 
carefully spread a number of nominated 
scats among ezhavas, Latin Catholics.-’ 
Muslims and other weaker .sections of the 
population. The assembly also obtained the 
right to recommend, and thus indirectly elect, 
the non-official members of the legislative 
council [Koshy 1972:18] Soon after the 
institution of council and as.sembly the 
maharaja received iietitions from several 
communities, particularly the .Syrian 
Christians, who complained ol under- 
reprsentation in thc.se bodies. 

After completion of the Montegu- 
Chelmslord report the Travancore govern¬ 
ment expressed a warning that the political 
relationship between the government of India 
and the princes "should remain unalfected 
by the constitutional changes contemplated 
111 Bntish India" ’‘There was not the slightest 
reason for uneasiness, and Travancore used 
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its relative freedom to remodel its legislative 
council till it got its final shape in 1921. The 
dewan had informed the British resident 
that the political reforms were to follow the 
lines adopted in British India,” but the 
Travancore council had considerably less 
power than the Montford councils in British 
India The most important difference was 
the absence of any provision for communal 
electorates or seat reservation The only 
comfort for communuities who felt unjustly 
deprived of representation was the possibility 
that the government might nominate one 
of their members to the remaining seats 
(ATR 1921 -22:39; TPPP1934: Chap 1], The 
assembly lost its right to recommend 
members for the council and, without 
legislative powers or constitutional basis, it 
faded into oblivion. 

As the Iranehiscqualification was mainly 
based on landed property, it was especially 
favourable to a community like the nayars 
who were evenly spread over much of the 
state. The Syrians, actively involved in 
plantations and banking business, were 
concentrated in a few divisions and could 
count on getting only a small number of 
scats. Other large groups like the e/havas, 
Muslims and depres.sed classes could hardly 
hope to get representation at all. In 
consequence, the legislative council after 
1921 was controlled by the nayars who 
numbered 16 per cent of the population but 
held the large majority of elected seats. This 
glartng imbalance in political participation 
was greatly rc.scnted by leadeis from the 
under-represented communities who started 
to mobilise protest against this unequal 
opportunity structure by appealing to 
ascriptive identities of caste and religion. 

In response to the growing agitation for 
legislative reform, the Travancore 
government decided to publish the main 
outlines of its reform proposals meant “to 
secure adequate representation of all 
interc.sts” (June 1932).” As these proposals 
did not allude to any communal safeguards, 
ezhavas, Muslims and different Chri.stian 
.sects immediately torwarded theirclaims for 
representation in the legislative bodies, 
commensurate with their numerical strength 
in the population. To achieve that purpo.se 
they demanded separate electorates or at 
least reserved scats and, in case adult franchise 
was impossible, a widening of the existing 
franchise so as to guarantee proportional 
representation. Their main argument was 
that in the prevailing conditions in the state 
a community which had not its own 
champions in the representative institutions 
could hardly hope to get its claims satisfied 
[HFMK 1972:11 334ff: TPPP 1934-4; 
Chiriyankandath 1985:224]. 

The constitutional reforms announced a 
few months later fell far short of these 
political aspirations. The go vernment made 
it perfectly clear that it considered separate 


. electorates and &v«n reserved seats to tx 
unSuited to conditions in Travancore. Such 
measures were thought to contribute only to 
the creation and multiplication of existing 
communal cleavages and to the promotion 
of sectional interests, endangering the larger 
interests of the state. In its stead the 
government preferred direct election 
combined with the comiiensatory principle 
of nomination. 

The reforms introduced a bicameral system 
consisting of an assembly (72 members) and 
state council (37 members). Of the 62 non¬ 
official assembly members 43 were elected 
by general constituencies and five by siycial 
constituencies representing planning, 
commerce and industry. Fourteen seals were 
reserved for the nomination of members 
from communities who were considered 
unable to secure adequate representation by 
general election A similar arrangement 
applied to the council. The number of those 
enfranchised was only about 3 per cent of 
the population, which was hardly an increase 
compared to the 1921 reforms (TPPP 1934: 
Appendix 64ff]. As far as powers were 
concerned, both houses could initiate and 
pass legislation, but they had no control over 
the executive which remained firmly vested 
in the sole authority of the dewan 
When these reforms became known, 
communal organisations of Christians, 
ezhavas and Muslims held a large number 
of protest meetings Realising that their 
interests might be better served by joining 
forces, their leaders established a Joint 
Political Conference (December 1932). ITie 
demand for communal electorates was 
dropped but the JPC argued instead with 
increa.sed vigour for reservation of seats in 
joint electorates (or multi-member 
constituencies) for the major communities 
I n proportion to their share in the population. 
Some weeks later representatives of the 
constituent organisations of the JPC met 
again and passed the important abstention 
resolution, saying that the Chnstian, ezhava 
and Muslim communities should abstain 
from taking any part in the forthcoming 
elections .so long as government did not 
make provision for the representation by 
election of all considerable communities 
proportionate to their populations in the 
Ugislature [TPPP 1934:36-37; HFMK 11 
1972:343-45]. 

In a few long letters exchanged immediately 
aftr the start of the abstention movement the 
different positions were clearly marked out. 
The government rejected the reservation of 
scats to all communities in the state, including 
brahmins and nayars, as a contradiction in 
terms having no counterpart anywhere else. 
The JPC stipulated in reply that in the case 
of the nayars, reservation was actually meant 
not to protect but to prevent that community's 
long-standing but undue predominance in 
the legislative bodies. The govemment also 
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would only increase communal bitterness 
and hinder the growth of popular parties on 
political lines The JPC, on the other hand, 
contended that the reforms proposed by the 
government actually placed all other 
communities under the dominance of one 
group, the iiayars, and that this unequal 
distribution of power was the basic cause 
of the present imensincation of communal 
strife. The subsequent elections of 1933 
turned out to be a poor show, and the British 
resident reported grudgingly that the 
abstentionist movement had achieved a 
considerable measure of success.” 

In another field the communities behind 
the abstention movement were more 
successful; in 193.5 the government accepted 
the pnnciple of communal reservation in 
recruitment to the various classes of the 
administrative .services. The new rules 
recogni.sed eight Hindu caste groups, the 
Muslims and six Christian denominations;is 
officially entitled to a fixed share of all 
appointments based on a mixture of 
efficiency and communal considerations. 
Yet, it was not long before the under¬ 
represented communities started to complain 
that most ol the key positions were still 
falling to brahmins, nayars and the more 
established Jacobi,c Syrians.” 

The inauguration of provincial autonomy 
in British Indiat 1935)strengthencd a similar 
urge for more responsible forms of 
government in the states. In the same year 
the government of Travancore decided to 
reconsider the thorny question of the revision 
of the electorates in order to bnng about a 
just and equitable representation in the 
legislature.-'' In a public statement the 
government explained that it could not 
conceive of a legislature m which the elected 
seats were parcelled out in strictly 
mathematical proportions among no less 
than 12 to 14 communities, as had been done 
shortly before in the administrative .services. 
Therefore, the major contingent of seats 
remained to be filled in open competition 
which would involve a trial of strength 
between the major rivals, the nayars and the 
Syrian Christians. Communities who were 
small nr backward, though, would continue 
to have their interests served by the door of 
nomination. Furthermore, the government 
expressed willingness to introduce seal 
reservation for lho.se communities who wer? 
numerically strong and politically conscious 
and yet by the manner of the distribution 
of their population in the state were unable 
to command a majority in any constituency. 

Following these broad guidelincs.ezhavas, 
Muslims and Latin Catholics lost virtually 
all their nominated seats in the assembly and 
council to weaker communities like 
;>cheduled castes and Protestant Christians. 
Because of their geogr^hical distributibn, 
even universal sulTrage would not have 


twiped ezhavas and the othirt's in securing 
the minimum number of seats in both houses 
as promised under the reforms. To ensure 
them that minimum it would have been 
necessary either to take recourse to the 
principle of separate electorates or to reserve 
them .seats in multi-member constituencies. 
The Travancore government, supported by 
the British resident, was definitely of the 
opinion that the second possibility was ‘less 
objectionable’. Therefore, it decided to grant 
ezhavas, Muslims and Latin Catholics a large 
number of reserved seats (18) in general 
constituencies and appointed acommissioner 
for franchise and delimitation to make, in 
line with these general considerations, 
detailed proposals regarding the delimitation 
of constituencies.”’ 

One yearlaterthc commissioner submitted 
his report. On the strength of his 
recommendations the government passed 
orders (August 1936) dissolving the 43 
existing electoral divisions and dividing the 
state into 17 new multi-member 
constituencies returning 43 members to the 
assembly, and 10 similar divisions returning 
16 members to the council. These multi- 
member joint electorates included 18 scats 
having a reserved qualilication In 
constituencies returning only one member 
no reservation was made The enfranchised 
percentage of the population was raised to 
10-12, a proportion similar to that in British 
India following the Oovcriimcnt of India 
Act.” 

Although no dclinitc assurances were 
given to all of the many (’hrislian sections, 
the supporters of the abstention movement 
reacted favourably. At least a large part of 
their demands were conceded. The 
delimitation of the new constituencies was 
such that, in view of their voting strength, 

I Oof the 29 generally elected assembly seats 
were likely to go to the nayars, It) to the 
.Syrian Christians and four to other Hindu 
castes, leaving only five scats for really 
open competition. This meantthat especially 
the nayars, who till then had controlled most 
of the elected seats, had to face a painful 
loss of influence, which they accepted, at 
least forthe moment, "with remarkable good 
grace’’.’’ Deputations by nayars, who after 
having had second thoughts came to the 
dewan to vent their misgivings over the 
recent electoral reforms, were set at ease by 
the assurance that, in casethe new regulations 
would not give them an equal opportunity 
for self-expression, the government would 
not be party to peqietuating that kind of 
injustice." 

The 1937 elections tixik place in a quiet 
athiospherethal was tree of themoreextreme 
manifestations of communal tension, 'fhe 
JPC captured 25 of the 48 elected seats in 
the'new assembly and became the largest 
single party. The protected communities 
gratefully secured their reserved seats and 
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in sending l2ofthdrflumbertotheassefflbly^ 
However, there was no change in the 
constitutional set-up of the state. Whereas 
in the provinces of British India responsible 
ministries were being formed, in Travancore 
the executive powers remained firmly in the 
hands of the maharaja and his dewan. Sir 
C P Ramaswami Aryar. Therefore, the new 
demand that was raised was for the 
introduction of responsible government. 

I n defence of his autocratic rule the dewan 
look the position thatadevolutionof political 
responsibility was impossible in view of tiic 
existing treaty obligations of the maharaja 
to the paramount power. His .statement 
raised a storm of protest, but a definite 
answer came across the seas; the British 
government declared in the house of 
commons that "the Paramount Power would 
certainly not obstruct proposals for 
constitutional advance initiated by a Ruler” 
(quoted in Ouwerkerk 1994:1281. 

What followed was a civil disobedience 
campaign that was full of bitterness and 
personal recriminations, but in the end the 
dewan man.iged to hold its own. The 
campaign only deepened ihe existing 
hostility between the dewan and the Syrian 
Christians. During the civil disobedience 
their largest bank, the Travancore National 
and Qiiilon Bank, went into liquidation 
There were strong suspicions that this bank 
crash was orchestrated by the dewan, as the 
bank managers, two Syrian Christian 
businessmen, had incurred official 
displeasure by supporting the local 
opposition movement It may serve as an 
additional explanation why local capital shied 
away from large-scale investments in the 
economy of the state. 

Neither was responsible government 
drawn any nearer to a first stage of rcalistiim 
by the civil disobedience campaign. The 
maharaja’s government w.is definitely of the 
opinion that the recent constitutional reforms 
presented the maximum that could safely 
and properly be given m Travancore at that 
time. It pointed out that the state’s subjects 
now enjoyed practically the same 
constitutional advantages which British 
Indians enjoyed under the Montford reforms. 
Tacitly, it took for granted that political 
developments m Travancore were lagging 
more than 20 years behind those in British 
India. 

Speaking about the Bntish provinces, 
.separate electorates were i ntroduced as early 
as 1909 and there was no great struggle 
needed to get these communal claims 
conceded. They were granted with suspicious 
ease. In Travancore on the other hand, no 
separate electorates were ever granted, 
although several commtinitie.s joined in a 
desperate campaign to wrest them from a 
reluctant government. Yet, in spite of the 
important fact that no separate electorates 


were ever introduced, we have seen that 
there were fierce communal rivalries, not 
only in the field of political representation 
but also in that of government employment, 
right from the beginning of this century. 
The reports of the British residents 
abound with complaints that the population 
was “unhappily sincken with the plague 
of communal animosities” and that 
communalism had intruded into every 
government department.’'*Thedewan, SirC 
PRamaswami Aiyar, wasevenof the opinion 
that people in Travancorc were much more 
inclined to think and aci in terms of a specific 
communal identity than was tisual in British 
India" and. it might be added he made 
clever use of it.'" Therefore, Travancorc 
presents us with a case of widespread 
communalism without any separate electoral 
arrangement. a position somewhere between 
Briti.sh India and Baroda. 

When the Indian Independence Act of 
1947 released Travaiicore from all its 
obligations to the British crown, it was lirsi 
merged with the state of Cochin and laier, 
together with the British district of Malabar, 
incorporated into the new Malayalam- 
speaking state of Kerala. This new stale has 
been more or less free from the violent 
communal outbursts that have plagued targe 
parts of noithern India. Nevertheless, less 
overt but deeply ingrained, Kerala politics 
arc marked by community-based political 
parties and vote-banks. Some scholars 
contend that Kerala politics should be 
understood as the extension ut caste and 
rel igion to the ptibl ic domain. ” Over the past 
few years Kerala has become a Iresh 
recruiting ground tor the Rashtriya Sevak 
Sangh (RSS), a communalisC party which 
has established powerful strongholds 
especially in Trivandrum, the former capital 
of Travancorc. These manifestations of 
communalism in the new Kerala stale do not 
come as a complete surpri.se. They may be 
seen as a continuation of the tensions and 
conflicts that have plagued Kerala, 
particularly the former Travancorc part of 
It, for a much longer tunc. 

Baroda and Travancork Compared 

A question that remains to be answered 
IS why there was such a striking difference 
in communal relations between the states of 
Bartida and Travancorc in the period before 
independence. And how can we explain the 
emergence of communalism in Travancore, 
if there is no government to be blamed for 
dividing the people by separate electoral 
arrangements? I will try to answer these 
questions in the final sections of this article. 

One of the main features that sets 
Travancore society clearly apart from the 
situation in Baroda is the large number of 
Christians living in this state. When in the 
18th century Travancore rose as the single- 
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most powerful force on this coast, U was the. 
Syrian Christians who joined the nayars in 
the centre of the new political order. As 
Susan Bayly (1989) has shown, they proved 
to be trusted allies of the state as commercial 
agents, wamors and offtce-hoiders. In the 
i9th century this political system collapsed 
under the restrictions imposed by British 
paramountcy, and as part of the resulting 
disintegration the Syrians lost much of their 
privileged position. Supported by British 
residents and Christian missionaries, who 
mistook Synan decline as caused by age¬ 
long heathen oppression, they were able to 
exploit the new opportunities and emerged 
as the state's most literate and enterprising 
community. Nonetheless, as non-Hindus they 
became ritually excluded from the most 
important offices of the state. Their presence 
as a socio-economic elite without political 
power offered fertile ground for communal 
leaders to build upon. 

With a variation on the sanskritisation 
model, one may say that Syrians fitted a 
‘participation model'. Resenting their lack 
ol influence, it were mainly, though not 
exclusively, leaders from the various Syrian 
sections who attempted to translate 
educational and economic achievement into 
political participation and status. Their 
demands found no favourable respon.se I rum 
the Travancore government. From the 19th 
century census figures show a steady increase 
in the number of Christians in the stale. This 
increase was almost exclusively due to an 
inflow of converts from ihe lower Hindu 
ranks to Latin Catholicism and Protestantism, 
but it cieated an atmosphere of distrust and 
tear that (Syrian) Chnstians were going to 
take over the kingdom Therefore, the 
government was not inclined to offer 
concessions. Whereas in British India 
electoral safeguards to Muslims might help 
to maintain the empire, in Travancore 
political concessions to Syrians, the most 
prominent Christian community, were 
viewed as threatening the kingdom that 
became increasingly connected with Hindu 
orthodoxy. 

In a princely state likeTravancore, popular 
participation stood much higher on the 
political agenda than national liberation. 
Since the late 19th century nayars had been 
able to monopolise the key positions in the 
centre of power alongside the small group 
of foreign brahmins. Their preponderance 
in the state's representative institutions and 
administrative services was threatened by 
other aspiring groups, first the Syrian 
Christians and later also the ezhavas and the 
Muslims. Their leaders appealed to 
communal identities and interests to 
strengthen their own demand for a 
redistribution of political privilege within an 
already largely Indian bureaucracy. In British 
India, the government granting separate 
electorates could pose as an impartial arbiter 
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same time serve its imperial imnests it 
selective conferment of political rights on 
deserving communities. InTravancore, with 
only a handful of British officials, the 
administration itself had become the property 
of a few high castes who were the maharaja’s 
most loyal supporters, and here (he struggle 
for power assumed almost inevitably a more 
directly communal character. 

in Baroda local elite groups had much less 
reason to mobilise for opposition against the 
government. Whereas in British India, and 
partly so in Travancore, the landowning 
peasantry had very little say in the 
administration, the patidar peasant elite in 
Baroda could act as effect! ve leaders of their 
communities as Hardiman (1978) has pointed 
out, they were well represented in the state 
bureaucracy which looked adequately after 
theirinterests. What was still more important, 
the government proved most eager to 
comply with their wishes, as it could ill 
afford to lose their support. Apart from that, 
patidars occupied the best part of all seats 
in the local bodies, especially the division 
boards, which from 1931 had the right to 
select members for nomination to the 
legislative council. Therefore, the peasant 
elite was well-entrenched inside the bastion 
of power and had no need for communal 
agitation to press for mbre democratic 
systems ut government. Demands for more 
representative institutions came chiefly 
from a select circle of urban intellectuals 
which the government of Baroda cho.se to 
ignore 

The same contrast in political behaviour 
may be observed between the economic 
middle class in Travancorc and Baroda 
Travancore, with its extensive potential for 
plantation development, welcomed foreign 
capital which .soon dominated the principal 
spheres of commercial andfinancial activity. 
'Phe local entrepreneunal classes, largely 
composed of Syrian Christians and a few 
ezhavas, could not depend upon a similar 
preferential treatment on the part of the 
government and had to compete with the 
European coastal firms on very unequal 
terms. They felt thwarted in their efforts by 
their own stale, which they perceived as one 
of the main obstacles on their way to 
economic progress. It is true (hat local 
capitalists were gradually able to extend 
their influence in the estate economy, 
primarily in rubber, but they had to fight 
their way up all alone. An appeal to a 
separate communal identity and organisation, 
partly reflective of class interests, was an 
obvious method to get theiA'oices heard in 
the right places and to wrest concessions 
from an un-cooperalive government. 

In Baroda, on the other hand, the 
government was very active in creating 
conditions that were favourable for the 
emergence of local industry. Vanias and 
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some ^tidtn were quick to; 
even though many results at first Were 
rather disappointing, economic life was 
overwhelmingly dominated by. ‘home¬ 
grown’ industrialists. These merchants and 
industrialists saw the state as their chief ally 
and were as a result not inclined to challenge 
government policies. Erdman (1971:7) 
observes that in the 1960s som^f Baroda’s 
older industrialists were still Aking back 
somewhat nostalgically on the good old 
days of princely rule. This feeling of 
contentment offered barren ground for 
- political opposition, communal or otherwise. 
Those industnalists who associated with the 
Praja Mandal generally pressed for caution 
and emphasised the- importance of good 
relations with the administration. 

Finally, there may have been no separate 
electorates in Travancore, but the specific 
delimitation of constituencies introduced in 
1936 had an inherent need to mobilise 
sentiments of religion and caste. Yielding 
to strong pressure from the opposition, the 
government decided to delimit the 
constituencies in such a way that major 
communities like Syrians and nayars might 
,gain a number of scats commensurate to 
their population ratio, if only all Syrians and 
nayars in their respective majority 
constituencies, would vote for a candidate 
from their own community. The results of 
the 1937 elections proved that this message 
was not lost on the cnfranchi.scd members 
of these communities. Maybe, we touch here 
on one of the major reasons for the prevailing 
communalism in this part of India: this 
specific delimitation of constituencies 
enabled political leaders to build their own 
communal vote-banks as a kind of informal 
separate domain. 

PouncAL Retardahon 

Finally, there is another matter that should 
be taken into consideration. Demands for 
political participation grew in force especially 
at times when new positions of power and 
influence became available. The report of 
the Indian statutory commission, speaking 
about British India, did not merely explain 
Hindu-Muslim tension away by the usual 
reference to “religious practices which are. 
only too likely to provoke mutual ill-feeling 
(ISC 1 1930:26]. It also pointed at a deeper 
cause: so long as people had no part in the 
conduct of their own government, there was 
little for members of one community to fear 
from the predominance of the other. The 
gradual introduction of constitutional 
reforms, however, greatly stimulated 
communal tension as it aroused anxieties 
and ambitions among many communities by 
the prospect of their place in India’s future 
political set-up (ISC I 1930:29]. 

The observation that a devolution, of 
politieAt poyver, however modest, might 


anbilse commonal tension should not be 
confined to British India. It also applied to 
the princely states. As we have seen in the 
case of Travancore, the mere announcement 
of political reform in 1932 sparked oft a 
wave of communal unrest. The relative 
progrcs.sive pattern of socio-economic 
development in this Indian state had given 
rise to great expectations of political 
participation. The resentment harboured by 
groups who felt left out, still reinforced by 
large-scale, educated unemployment, created 
a climate .suitable to the rise of communal 
animosities. 

The same happened m Baroda when in 
1939 the government announced its intention 
to implement recommendations for the 
expansion of the legislature. It was to be the 
first major instalment of constitutional reform 
since the establishment of the legislative 
council in 1908 and promised a significant 
increase in popular influence by having 
almost half the membership directly elected 
by general constituencies. When these 
recommendations became known, Muslim 
leaders in Baroda for the first lime raised 
the demand for separate electorates to protect 
the interests of what they called their 
endangered community. The fear that they 
might not get fair share of power, later 
compounded by the prospect of being lost 
jn a larger Indian union, led to an upsurge 
of religious communalism where there was 
• none to be found before. 

Conclusion 

The mam conclusion to be drawn from 
this brief study seems to be that separate 
electoral arrangements for religious groups 
or castes had less influence on the formation 
of communal identities than has generally 
been assumed. One step further and maybe 
more provoking, I would like to argue that 
in the emergence of communalism separate 
electorates as well as the demand for them 
may have been an effect rather than a cause. 
Both Baroda and Travancore had important 
elite groups in agnculture, commerce and 
industry. But in Baroda, the landowning and 
industnal elite was well represented in the 
administration and the legislature, and its 
interests were well served by a sympathetic 
government. In Travancore on the other 
hand, an important part of the elite was not 
so favourably situated, and in its fight for 
political power and status it had to deal 
with a government that was much less co¬ 
operative and mainly in the hands of a rival 
elite. This situation meant a clear invitation 
for those leaders who felt eticluded from 
privilege to press their demands by 
mobilising their own community and 
stressing their separate identity. Here, 
'%parate electorates were not an instniment 
in the hands of the government to weaken 
the ranks of tl» opposition, but were eagerly 
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communities thmmelves as ui important 
means to wrest a minimum number of 
council .seats from a reluctant government 
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Wi '.i Hi nf>(il i'l iln' <nt!\ \uiii' ill hiiliu iiiiicii hci.' fot llii' lin-i neatly /nv ilecades heen ofn idling a sysietii of 
lie nioif alii iil!\ elci ivd Imal \clf-gnv <; inn. ni It is also the one sutle wliii li Inti siii’i c.sxfidly i art ted out ccUiin land 
refoni: iiu'ti'iine't. This /lapi’i iitleih.ils to I '.uim.ti- the iinpael of these nistiiunoiuil rluinges on total factorproductifitv 
in the prodiu lion of rice in the state 


I 

introduction 

ONI- <)l ihc mnjot l.iiiors behind thu 
pcl^lslcnc■e t)( iiiral poveriy in developing 
eoiMiliiescaiibctKued loihelowpiodiitiiviis 
ol l.ibiuir on small and marginal laims on 
aecouiii o( .1 saiielv I’l reasons Lack ol 
aciess lo coiiiplememais mpuls, insecunly 
oflenaiicy and dependence on the luial rich 
in a siiiialion ol asyninieti'c power lelaiions 
ami inlei linked lacioi maikeis all miliiaie 
agamsiatlne' mg a high level ol pioducliviiy 
on small indmaiginal laims Yelaslhcsi/e- 
prodiictivily dehale in Indian agriculture has 
ileaily e.slahlisheii. piodiieiiviiy on small 
larms may tael be higlier il one could nel 
oul'hemipael ol laclorsol piodnelior.oihci 
than labour' 

In other words low land praduciivity on 
small bums is more a lelleeiion ol 
consiiainis other ihaii |usi birm si/e The 
slate of West Bengal in India provide*, an 
imeresting case study ol what a small-larrn 
I oral econoniy can possibly achies e o some 
ol these eonsti.iinis loiild be *. ven paitially 
lilted This 'las happened itirougii the 
iiistilulion ol ihe Panehavali Ra) - atlnec- 
liei system ol clocied representaiives 
enirusied with the task of dceeniialisi'd 
planning and rural do'clopmei't The 
purpose ol ihis papiT is to measnie the 
inipael of this insiiinlioiial bn lor* >n giowlli 
III lice ptodiieiioii in the state 

Inmcentsears. West Bengal hasemei eed 
as the largest nee piodining stale m India. 
Compound annual growth lateol piodtiLiion 
wliieh was around I I pet tent between 
Ih7()-71 and I‘)8U-!<1 has .shot upio4.« pet 
centmihc lyHtK About ihiee-lourilisofthrs 
giowih ean be aitnbuied 'o growth m viold. 
while are.i espansion. especially ihiough 
giovs'ih in nuiliiple cnippmg. e-splains the 
test Rite being the single most important 
>,rop compusing ovei W per cent vil loial 
loodgi ains produeiioi 1 in the slate, this c leai ly 
suggests ihiit the rural s'conoiny has batl .1 
shot III ihc aim in leeeni years 

The inlere'.iIng thing ahoul this 
phenomenal giowih m ouipni is Iha' 11 is 


dillicali to ligure old simply by looking 
ai Ihe siaiisiies on input use, exactly what 
could h iVL spurred this growth. 'The data 
do :;oi suggest a correspomlmg incica.se n; 
faeloi u.se or. a similai scale .is in oiilian 
giowih. The extent ol bum mechanisation 
has hece. minimal in Ihc state and has 
shown no m.issive increase ni lec'cnl times. 
The stale acc ounis lor less than 2 per ceiil 
ol .ill legisieied iraelors in the count! r 
Area under IIYV seeds is ,is yei lowei ih.m 
the counliy aycrage. nlihough much of ihe 
ineiea.se in grass i ropped area uas occui red 
undci Boro rice, which is .1 HYV Liop 
Feililiseri'onsuinption, while increasing .11 
a ictisonahiv Iasi pace. WaS only 81 7 kg 
pci hcctaic as id Id89-‘70. .ind is siill much 
lower ihan the coriesponding ligiires Im 
mosi other majoi ticC piodueing siaies m 
Ihc c'oiiniry like Andhra Fhadesh ;ii 131 I 
kg per heet.nc or Punjab ai 1.38 6 ke pei 
heciare. Although use 01 minor irrig.iiion.- 
especially shallow lubcwells. to meei 
eompK ment.iry w iiei icquiremems does 
show a shaip upward swing 111 rcccnl 
yens, as l.iie <0 m ;9‘)|-92. ihe stale had 
baicly ! per ceni of :hc lol.il energised 
pumpsei*. m die country Judging from 'ho 
fai I that as of IWl-92, baredy ? |»er cent 
ol li e total power use in the stale ol 
West Renga. look pl.icc in ihe agtieuliur.ii 
seeioi. as conipaied to ‘'■.'i 6 per cent in 
A-tdhr.i Ol .19 8 pel eem in Piinjab. il s 
clear ihat piodneiion in ilii agrieni'ural 
sector IS as vet much less powei-mtcmave 
'ban in some other iiec prod.icing .sitiics 
which have had 1 record ol sietidy growth 
.n nee pioductMii. The pietuic that 
emerge*, suggesisiheimagcol a small iariu 
economy whcie the number of farin.s wiin 
10 acres ol land or more has in lael declined 
very shaif'ly. not meiciy in relative but also 
in absolute terms over Ihe last l.'i yc.'irt, tmef 
the average si/.e ol holding.s has .steadily 
declined to a level whicii cuircntly siands 
much below llie eouniry average. This 
prtKcss took place during a period when the 
.iverage si/eol holding had actually incretued 
in a state like Punjab by over .15 per eem 
and Ihe number .if large farms with lOacrcs 


and above h.id shot up in stales like Andhra 
Pradesh 01 Onssa 

Howeverone change that has taken place 
in ruial West Bengal which ha.s not 
happened anywhere else in ihc country so 
f.ir has been the adveni of 'he mslituti in 
ol demociatically elected local bodies down 
to Ihe V illage levci for 'lie formul.ition .md 
implemeniation of local ic el plrms II is 
Ihe only sta'e which has hticl a •ecord of 
neatly 1.5 ye.iis ol ummeinipled l.ictii level 
elections since the l.ilc l‘i7()s when the 
c'uirem s'.ilc govcinmcni ea nc mio pi.'ver 
In the eaily yeais ol iis lulc, (he Leif I'lont 
goveinment siiirfc.i iniplcineiiimg certain 
L.ikI rcloip' me.csures which .limcc!, among 
otiior things, to :cn(i.*i a degree of icnuiitii 
security to sh.irc crippcrs hy legisleriiig 
thciri.ii'tu’sinoidertopreveiU wilful eviction 
hy big landlord.s or joicdars'. A .leiermined 
cfforl has been made m the ^ouniry-sidc lo 
, pio|ccl the image of the ruling party as a 
'propagator til policies bencfilmg the small 
farnicr, through politual etimpatgnin.i' and 
other kinds of cons, icniisatum processes 
Hli elions lo the three tier bodies called the 
P.inch.iyats have been held e* cry fiv.' vc.ii.s 
since 1978 The lourlti on.: is sehcdiiicd lor 
May 1993 ’ 

In this paper we make .m aitcmpi to 
.'slimaic the impact of these institutional 
ih.inges on loial factor productivity in the 
pioiJuetion ol iicc m the stale The next 
section iay s out ilie model and Ihc data used 
tor the estimation, followed by a section 
.111 Ihc results 'The Iasi .scciion conclude.s 
.ind suminariscs. 

Il 

The Model and Data 

For estimating total factor productivity 
ni the rice economy of the Male we have 
used the iran.s-log variable co.s( funclioii 
The rationale behind u.sing a variable 
rather than a total cost tunetion .stems from 
the argument that the assumption ofimstani- 
ancons adju.stntems in die use of some 
factors, especially capital, is particuiarly 
unwarranted in (he anatysi.s of agricultural 
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productivity: which i.i h^ually marked by 
substantial ycar-to-ycar riuciuations. Thus, 
capital IS treated as ti quasi-fixed factor in 
our modcl.^ 

The basic trans-log variable cost function 
wiili a single ouipiii, three inputs, one quasi- 
lixed factor, and a quadiatic time variable. 
IS as lollows. 

In vr ^ a, to, In 'f + - In Kh i p, In V, 

ia| 

+ ‘/i S (In Yl- ♦ ‘/i (In K)’ 

+ I I Y In P In P 
+ 10 In Y In P 

’ >* I 

I > t 

+ i p^, In K In P + In K In \ 

+ y, I + '/, ye ,(I) 

where VC i.s variable cost pet unit of output. 
Y is level of output- K IS the quasi-fixed 
lacior. P^ s are ihe input price indites and 
I IS ilie time vaiiahic 

!(' test lor .1 siruciiiral brc.ik in the post- 
paiichayatyc.iis weusedadummy vaii.ible 
Dsiichihdi D- 1 loi posl-p.inch.iyat years 
111 iho stale 01 Wcsi Bengal and D 0 
oiherwisf 

The dumnn is allowed to M)tcr.ici with 
output and c.ipiia! variable' over .iiid above 
o|H;raitng as a shi 1 1 parameter lor the inlcreept 
term The vaiiabic eosi I unction wiih the 
dummy stands as follows 

In Vr = fj( + a, U + a In Y + a„ D In Y 
+ rt, In K + a,,^ D In K + 1. p In P^ 
‘Yb, (In Y)' + 1/3 5.. (Ill K)- 


+ L In K In I 

+ 0,^^ In K In V + Y,l + Vj y^ i' 

01 the 29 paiamciri.s lo be estimated 
III the above equation. can be ilropped 
without any loss ol generality by 
imposing symmeirv on they,focilicienis. 
Also the eoiidilion of lineai homo¬ 
geneity in input prices tan be shown to 
translate to the following paramelei 
resirifiit'ns’ 

I P= i.l Y., = ('V i. 

and Pm + Pv, = 0 V 1 

The variable cost function ,2) above h.as 
been estimated along with two of the iinee 
cost share equations 

P,X/VC = S = p + i y, In P, f P„ In Y 

+ Pm tn K,: 

i » 1,2,3... (.3) 


Estimation has been cartied 'Oiii using 
Zellncr'sicchniquo of estimating seemingly 
unrelated regres.sion equations.' 

The major source of data for Ihe exerci.se 
is the 1991 government of India publication 
tilled, “f'o.st of Cultivation ot Principal Crops 
in India". This provides detailed slate level 
eropwisc data on itemised cost figures 
aggregated over household level information 
on various cost categories, as well as input 
use data Iroin crop cutting experiment, in 
all ihe ma|or si.iies of (he country since the 
earlv l97tK 

To handle the degrees ol freedom pi obicn' 
we have used iiriic senes data on cos! ol 
cultivation ol lice in nine inajo: nee 
producing slates 111 die cou.itry siip|)lcmcmed 
by similar inlormation obtained lioni olhei 
sources for later yeai s lor some of ihe slates 
Thus the sample utilised (o' csiiinaiion is 
a cross section of 'imc senes data 
'cl Appendix I The coelficicni e.stiniatcs 
derived from this matrix ol obscrval'ons 
iiavc been evaliialcd a' sample means ol 
Wes! Bengal stale figures to arrive at Ihc 
csliniaics ol total .'actor productivity of nee 
'll the pre ind (v isl-panehayat years in the siaie. 

Theie are several cost estimates p'ovided 
in the co.si of c'uliivatioii data depending on 
wlieilii r .pcciiic ilem.s of cost aic included 
ornol (Appendix) Our variable cos( liguics 
ire calculated oy using Ihe Cf)C cslim.iies 
lo include all Hems of variable costs is well 
as inmiiied value ol laniiiy :<ibour bui 
ijx. liidinu inier.'si on fixed capital .mo 
imputed value ol ow.) land The three input 
pric cs P,, P. and P, are den ved I rom llie CXX 
data lo represci't price ol human labour, 
price of animal labour and a weighted price 
index lor the composite input ol seeds. 
Icliliscrs and manure rcs|ieel!Vi.!y Output 
IS mcri'ured as yield per heelaic of p.addy 

We have two indices ol fixec' capital The 
lust (.! ihcsc IS computed Irom Ihc Central 
.SiatisiiejIOllieeannualiimeseriesesiimales 
ol viilueol agiiciillural capital hi theeoumry 
as ,1 whole aiiii the value of .igiieullni,'il 
output 111 the st.nes .'X.ssuming cons'ani 
eiipital/oui|iijl r.itios across the stales everv 
year. .i senes on the value of agneultural 
capital was genet atcJ tor all Ihe states in the 
sample Oui firsi index o"' capital is basc’cl 
on the matrix ol .igriculiural capital thus 
generated by .selling the overall country 
average for 1980-81 equal to 100. Our second 
capital index is derived by adding the COC 
data on interest >>0 fixed capital with 
deprecialuin csiiniiiics. This is u.scd as .i 
surrogate lor fixed capital. The index is 
developed .is before by setting, the sample 
average lor i980-8l ~ 1(X1 

ill 

Results 

A winiber of versions of the equation 
\y.stcni 2 and ? were e.siimaied using the 


Seemingly t Jnreiated Regression Technique, 
with and wnhoui tfic quadratic term in the 
time variable, and with aitem.aiivc capital 
indices Result;, appear to be sharper when 
wc use the second capital index rather than 
ilic li'si on,; which wc had consirucied imni 
the (’SO data It may be recalled that this 
iiidcx wa.s cons'rucicci underthc .issumption 
ol idcniicjl capital,'output riiiios across the 
st.iics However, pail ol the anomaly in the 
giowih ol agi.cultuial output i.n posi- 
panch.iy.it Wes' Bengal ha, prcci.scly been 
mat production seemed lo have gone up in 
spile ol no conmiensuralc rise in input u.sc ■ 
specifically, n<’ cor’’cspoiiding increase m 
ign.:uluiral capiial Thus the assumption 
ot identical capilal.'outpiil i.ilio that we had 
to make to const'ucl the capital vaiiabic 
since no lime series siaiewisc data on'valuc 
•)f agneultural capilal exist, would inter 
.ilia partially delcai the very purpo.se for 
which It lias been constructed. To our mind 
tin; explain' the comiiaratively weaker 
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performance of the first capital index. 
Tables I and 2 provide estimates of a trans- 
log variable cost functions obtained on a 
sampleof 102 observation.s with and without 
a quadratic term in time with the second 
capital index Below we present results using 
a linear and a quadratic time variable with 
the second capital index. 

The all important shift parameter Dl has 
a t-valuc almost equal to 2. It has to be kept 
in mind while interpreting this result what 
the model has required this variable to do. 
The data sample covers all the major nce- 
ptoducing stales with huge variations in the 
quality of state level data. We have per force 
pulled this data and. with prior knowledge 
of a structural break in exactly one of the 
slates, have required the latter to explain the 
variation in the entiic data set Under the 
circumstances, therefore, we Icel that the 
estimate with a quadratic ii me ii end (Table 2) 
has performed reasonably well We reiterate 
the point that within the time period under 
consideration iliere has been no report of any 
technological oi institutional break in any 
other state of the economy 
There are two ways ol measuring lotal 
factor productivity using a lost function, 
which can be shown to be equivalent if and 
only if there are constant rciuins to scale 
The alternative ways of measuring total factor 
produclivit> can be delined a.s eiihei die 
growth rate ol output over lime when all 
inputs arc held constant, or the common rate 
.It which all inputs can be decreased over 
time-keeping the output constant. The returns 
to scale parameter is die ratio of the first 
ineasuie to the second In the ease ol variable 
cost functions, each of these measures needs 
to be eon ccted lot the effect on the elasticity 
estimates ol the presence ol the fixed factor 
which enters the cost function symetrically 
with the output vanablc. The formulae for 
alternative measures of total lactoi 
productivity and the returns to sc.ile 
parameter derived from a variable cost 
function with single output and a single 
quasi-fixed lacior are as follows. 

PGY = - (d In CV/Ot) / (f) In CV/<) In Y) 
POX - (d In CV/?*) /11 - td In CV/d In K)| 
;uid RTS - {I - (d In CV/d In K) | / (d In CV/ 
d In Y)) 

where POy is output growth rate keeping 
inputs fixed POX is the rate at which inputs 
c.iii be redticed keeping otiiptii fixed .ind 
RTS IS the leitiins to scale paramelcr 
I'ahle .1 presents the results ol .i range of 
estimates we have obtained lorthe alternative 
measures ol loial factor prodneiivity in rice 
production m the si.iieol West Bengal before 
and alter the year I977-7X when panehayat 
pt'lls weic first held in the state These have 
hcvn ev.ilii.ued at the mean values ol vm.ihles 
loi West llcng.il usingcocflicient estimates 
fioni Tables I and 2 


It can be seen from Table 3 that there has 
been a spurt in productivity growth in the 
latter period which cannot be explained by 
the growth in material input use alone. This 
can be looked upon as the cffccl 'if belter 
management, belter project selection at the 
local level and iKttcr utilisation of resources 
under the auspices of the Panchayats. 

IV 

.Summar}’ and Conclusions 

The state o( West Bengal has been the only 
state in India which has for the last 15 years 
been operating a system of dem<>cratieally 
elected local level government It is also ilic 
one among all the Indian states which has 
successfully earned out certain land reform 
measures. Critics have argued that the area 
of ceiling surplus land tliai has been actually 
distributed is not very much, it has al.so been 
puiiucd out that Ihe process of registration 
ol share lenams under Operation Barga has 
covered only a fi action of the share cropjiers 
m the Slate. 

But even it one accepts ihc argument that 
land reforms in the slate have at best been 
incomplete, the I act that they were undcrf.ikcn 
lo the extent they were, must terfainly have 
transmitted a political inc.s.sage lo the rural 
mas.scs li is irrelevant in the pre.sent context 
lo iry to unearth ihe rationale of Ihc ruling 
party's rural development strategy. It could 
have been spuircd purely by political 
motivations, as some have argued. For our 
purpose. It is immaterial. What we would 
want to emphasise is that there is little doubt 
that, whatever be the reason, the urgency 
with which the state government had gone 
ahead with the job of in.stitulmg the elected 
IK'iiichayali sirucliiic as a torum lor grounsl 
level planning would surely have been 
greeted a.s a change for the belter by Ihe 
majority of the rural poor. That ihe.se 
measures by themselves may have led lo a 
significant increase in production in recent 
years is a perception which is .shared 
uiiiveisally by all categories of people 
covered in the survey we have recently carried 
nut 111 Ihe rural ureas of the stale In this paper 
we have made an attempt to test this 
hypothesis by estimating total factor 
productivity iii rice production in the state 
using a variable iransiog cost (unction 
framework. Our results support the view that 
institutional factors have played a major role 
111 raising production and productivity in the 
posi-panchuyai years 
There is reason to lieiieve ihat if we had 
access to more recent data on cost of 
cultivation ol nee in West Bengal, it may 
have strengthened our results considerably. 
Production figures have shot up signiticantly 
ill the kite 1980s and have continued to ri.se 
in the early l‘)9().s Tlicre does not seem to 
be any drasi le change i n technology, although 
fertiliser consumption has increased in recent 


years and so has the use of groundwater 
resources. 

One final observation about the absence 
of water resources as an input in our model. 
There is an anomaly in using the cost of 
cultivation data lor estimating total factor 
productivity insofar as the market for 
groundwater resources, perhaps Ihe leading 
input in rice production in West Bengal, is 
far from perfect. Water has been excluded 
from nur set of inputs becauscof two rea.sons: 
one, irrigation charges recorded in the COC 
data arc insignificant fractions of total 
o[)craliiig costs, and two, since there is no 
information on wateruse, it would have been 
impos.sible to calculate the price ot water 
fioin the COC data. However, to the extent 
(hat pumpsets arc privately owned, one 
hopes that they would have been included 
m our capital index. Even so, if data had 
permitted a more adequate treatment of 
water resources in our cost function 
estimates, it is possible that our estimates 
of lotal factor productivity in the state 
would have been lower. 


■fAHLh 2 . CofciricihNr lisniwMES wmi a 
Qi'aiiraiic Time Variable 


Variable 

Coefficient 

Sul Eiror 

l-Ratio 

Constant 

1.4274 

0 6277 

2. 274 

LGY 

2.030.S 

0 4596 

4,418 

iCiINDEX 

0 7160 

0.2452 

2.920 

LGPl 

0 6082 

0.I7I4E-0I 

3.3.484 

LGP2 

0 2129 

0I865E-0I 

11 416 

LGP3 

0 1789 

0.3(X)2E-0I 

.3 9.38 

1.GYSQ 

-0.3()4.IE-01 

0 1044 

-2 914 

LOfNIXSQ 

0 I222ri-0I 

0 4243E-0I 

2.879 

f.GPfSQ 

0 047()E-04 

0 .S2.S9F.-02 

8 9.16 

L.GP1P2 

~0 4696E-02 

0 7480b 4)2 

-6.278 

1.GP1P3 

0 1392E-01 

().7276E-0.> 

-O0('.3 

1 GP2.SQ 

O.SbSKF.-Ol 

0 4827E-4)2 

1 172 

LCiP2P3 

0.4I.WE-01 

0.8206E-()2 

3 03,3 

LGP.3.Sy 

-0 4I27F--01 

0 I4.39E 01 

-2.868 

I.GYPI 

0 867 IE-0.3 

0.8846E-02 

9.802 

LC!YP2 

0 664 IE-01 

0.11.34b 02 

.3 756 

l.GYPt 

-0 133.1 0.3VS89E-01 

-3.342 

I,G1NP1 

-0 867IE-4)I 

0.8846E- 02 

- 9 802 

LGINP2 

(I664IE 01 

0 II34F.-OI 

•3 7.36 

1 G1NP3 

0.13 3.1 

0.3989b-(11 

.3 342 

fciVlN 

9.1275 

0.I0(.7 

1 195 

T 

0.4060 

(I.I064E-01 

-3 817 

111 

1 1275 

9 9466 

I.I9I 

1)2 

-0.7442 

0 3838 

-1.9.39 

1)3 

0.28/4 

0 1984 

1 449 

T2 

0 I.506E-02 

0.371.IE 03 

2 6.3.3 


Tahi.e f Esti.maii.s 01- foTAi. Factor 
Pkchiuctiviiv in Rice pROoiinioN meeoei am> 
AFTER rilE PaNCIIAVAIS CaME INIO BI'.IMi 

■ -..CitSffJ_—-- 

PGY PGX PGY POX 

Pre 

Panchu>at -<l(X)72 0.0130 -0(X)6I -0.0176 
Hosl- 

Panchayai O.o283 0 0245 0.0298 0,02.39 

Case I. Linear time variable. 

Case 2 Quadraiie lime variable. 
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Dependent variable VC: Operational cost 
per hectare. The Cost of Cultivation data 
present six different cost estimates. 

Our variable cost figures are obtained as 
follows; 

VC = A ■» (C - B) 

Where A, = Sum of all variable items of 
cosi including casual, attached and family 
labour, hired and owned bullock labour, 
^ecds, fertilisers and manure, insecticides as 
well as water charges and rent paid for 
Ica.scd-in land. 

and C, -. = Imputed value of family 

labour. 

Independent Variables 
Output Y: Yield per hectare 
Input price PI: Price of human labour, 
calculated as a weighted average of 
price of casual, attached and imputed 
value of family labour with cost shares 
as weights. 

Input price 1^ Price of animal labour, 
calculated as weighted average of 
hired and owned animal lab«>ur 
Input price P.V Weighted average ot prices 
of seeds, feitiliscrs and manures. 
Capilal Index I: Index of gln.^s capital m 
agriculture |x;i hectare calciil.itcd by 
assuming identical capiial/oulpul ratio 
.icioss states and assigning capilal in 
proportion to the value of agricultural 
output m the .states. 

Capital Index II: Depreciation lor charges 
+ interest on fixed capital. 

All variables have been indexed by setting 
the sample average for 1980-81 = 100. 
Sample The sample used in estimating Ihc 
equations reported in Tables I and 2 
consists of annual observ.itions from 
the toliowing stales. 


.Stale 

Period 

Nool 

Observations 

Andhra 



Pradesh 

1971-72 to 1988-84 

18 

.Assam 

1971-72 to 1986-87 

16 

Haryana 

1977-78. 1979-80 


Madhya 

1984-85 to 1987-88 

6 

Pradesh 

1972-78 to 1977-78 



and 1981-8210 1986-87 

12 

Orissa 

1971-72 to 1978-79 



and 1980-81 to 1986-87 

15 

Punjab 

1974-75, 1978-79 


Tamil 

and 1981-8210 1987-88 

9 

Nadu 

1971-72 to 1981-82 

11 

UP 

1975-76 to 1977-78 


West 

and 1980-81 lo 198.8-84 

7 

Bengal 

1971-7210 1981-82, 


I988-H4, 1984-85 

18 


The year 1982-83 in West Bengal has 
been dropped from the .sample as an obvious 
outlier. 


■' 'Nwhii-- 

(The paper owes its origin to some questions 
that occurred to us while conducting u .study 
on the process of decentralised planning 
under ihc auspices of (he Panchayali Rai 
sysleni in rural Bengal Tlic study is being 
sponsored by the Planning Commission, 
government of India. Wc have bencfiicd 
considerably from Ihc logisiic support provided 
by the Suite Planning Board of ihe government 
of West Bengal While this particuittr piece oi" 
work does not direcily use Ihe infonnalioii we 
have L'ollceled m the process of carrying oul 
a suivcy of govuinmenl officials and clecicd 
represcmalivcs as.snciatcd with ihc lliiec-lier 
panchayali structure Ihe cori' hypothesis ol Ihc 
paper is based on ihc |)ciccplions of the iicopic 
surveyed at all levels as well as our own 
impression galhcred during numerous field visiUs 
and interviews earned oul during the last sear 
and a half ] 

I ’summing up the long-drawn out sizo- 
prodiiciiviiy dchate that .Sen himself initialed 
in the I96l)s. Ashok Rudra and Amarlya Sen 
in a paper published m (he Eetmnmie and 
Piiliiiial Weekly. 1980 weigh Ihc pros and 
cons ol .small farms a.s follows: The 
:ulv.iniages of pcasani cuitivaiion (chiefly in 
labour use) have lu be halanecd again.sl its 
disadvaiUages u hiefly in Ihe use of capilal)" 
Primarily, ii is ihe unequal aeccs!. lo 
complementary inputs which in then 
judgment can explain inslanccs of lower 
produelivily on smaller larms Ct A.shok 
Rudra and .A K Sen. 'Farm .Size and laiboiir 
Use Analysis and Policy', Hraiinmii ami 
Palau al Weekly. Annual Number. February, 
1980 For an analysis of ‘the slubhurn 
pcrsisienee ol small peasantry’' in Ihe lace 
ol technological change in agricullural 
prnduelion. sec G Parlhasarlhy. ‘HYV 
Technology. Polarisation and Imini- 
scrisation Conlioversy’. Eionamu and 
Palaual Weekly. June 29, 1991. 

2 Sec the 'Slalisucal Abstracls; West Bengal’. 
Bureau ol Applied Economies and 
Slalislics. Gnveinmeni of West Bengal, 
various issues Also, 'Basic Stalislius 
Kclaling to Ihe Indian Fcnnoniy', Vul II. 
Centre for Monitonng the Indian Economy. 
September. 1992 

.8 For an account of land reforms in West 
Bengal in general and Operation Burga - 
Ihc movement for registering share tenants 
- m particular, see Bandyopadhyay (1980), 
Bandyopodhyay (1985) or Ghosh (1986), 
For an analysis of factors explaining ihe urge 
for land reforms and deccnlralisrd pl.in- 
ning in the slate, sec Mukherji and 
Mukhopadhyay (199.8). 

4 For an analysis and estinialiim of variable 
cost funeiions a.s an example of a model of 
lemporary equilibrium, see the articles by 
E R Bentdt and M A Fuss, Charles R Hulten 
and C J Morrison in the Journal of 
Eeonameiries. Volume .83, No t/2, October/ 
November 1986. Among the earliest writings 
on the issue are two papers by Caves, 


Chrisienspft id^’ilWansoii in the Belt /ouriiai 
of Eeanomies. 1980 and the Ameriean 
Eeanomir Review, 1981 respectively Also 
see Oogramaci (1988). 

.5 One of the three share equations has to be 
dropped to avoid the problem of singularity 
ut conicmporancous covariance matrix The 
eslimalcs thus ohiained are usymplolicaliy 
equivalent lo maximum likelihood esti¬ 
mates. Cf Caves Chnstensen and .Swanson 
(1981) 
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Evaluation of Naimala Projectii 

An Ecological Economics Perspective 

II Jack Kuitcnbcek 
Cynthia M Cartier 

E< otofiical li<inuiiiiii s fo< h\('s t»i the and apphed onatysiK oj activities having patentiaiiy siynifivant 

economic, ccolo/^ii al and .social vtpiity onpai l.s. This paper illnsiratex ho>v coni epts of settle, unt erlainty, and ecosy.stem 
health should he central to any decision-niakoiy and evaluation process. Di.sie/fardfor these factors for the Narmada 
Vallt piojects larficlv invalidates the results of mans previous analyses which have typically relied on incomplete 
Irodiliona! cost-henefii analysis approaches. • 


I 

Context 

lUC KllROt !■ 1) 

LARGK :nliasiruclurc projects on Inilia's 
major river systems historically l.ave heen 
an impoMaio component ol' India's 
economicdcselopment sirate.cy. Thc^ have 
provnled powoi ami irrijiation henelits to 
areas that snliered fiom low levels ot 
developmeni, w Inleconcurrently improving; 
iji'.ivultiiral prodnctiviiy and the leliahle 
supply ol lood crops ' Manyol these sclvnies 
have, however, also resultetl m nejtaiive 
externalities, as the scale ot activities ius 
threatened the intettrity ol the social and 
environmental labile Retcni coniroseisy 
stirioiindmg the projects in the Narmada 
valley is a case in point; the potential 
displacement ol up to one million people 
.ind disruption ol environmental ipiahty has 
spawned some vehement opposition to 
development in the region lr<>nically. much 
ol ihc controversy is occurring at a lime 
when policy-makers in India are prolessing 
heightened environmental awareness and. 
indeed, acting on these convictions ■' For 
example, the .Supreme Court ordered the 
shut-down ot about 2iW industrial units in 
Uttar Pradesh m September |y‘J3 bccau.se 
ol'unaccepiably high levels ol environmental 
impact. Also, recent initiatives in the ministry 
ol environment and forests have propvised 
a S 2 billion investment to reduce o/onc 
depleting .substances In all ol these cases, 
policy-makers are faced with the dilliculi 
challenge ol idcntilying. assessing and 
managing unprecedented environmental and 
economic development ii.idc-olfs 
The traditional approaches to dealing with 
such trade-oils have been well documented 
forsmailei piojecis. Assessment techniques 
relyingon .some form of co.sl-bcneru analysis 
(CBA). forcxaniple.can lie used to determine 
if there are net gams in .social w.elfarc lr<>m 
a given project iii policy ' Incorporatmc 
environmcntaianddisinbuiional impacts into 
such as,scssiTients is also, in principle, 
relatively .siraighilorward if the impacts are 
well-defined and relatively small ■* While n 


niimhcrofsuch analyses have been conducieil 
lor various components ol the Narmada 
valley projects.'' the analyses have been 
riddled with both practical .ind ihcorclica! 
shortcomings." At an applied level lhi‘ 
uncertain nature of project environmental 
nisis have often caused an.ilysis simply to 
Ignore potentially significant items 
Moreover, the theoretical valuation 
methodologies ire in .some instances.su.speci 
where, tor example, double-counting ot 
Ixineliis has occuried or cumulative effects 
have not been addressed. Finally, some 
aspects ol curi.oiil jirojcci development and 
ph.ising bear little rc.scinblancc to those 
.issumed in earher project assessments; this 
h.is cast doubt on the actual relevance ol the 
analy.scs that h.ivc been uiidcnaken. As a 
result, Ihc evaluations of the projects have 
become almost as great a souicc ol 
conirosersy as the actual impacts of the 
projects Ihciiiselvcs' 

The purpose ol tin - jiajicr is to provide 
a peispcc'.ive im .some of the evaluation 
issues and controveisics from the discipline 
of ecological economics (EEI. EE provides 
a prescriptive framework for project 
evaluation that is particularly appropriate 
lor large projects having widespread - bui 
uncertain - economic, ecological and equity 
impacts. EE attempts to addre.vs ex|)licitly 
the factors oltcn left out m conventional 
applied CBA priK'edurcs. Thcpajicrtritiques 
a number ol Haws in conventional CBAs of 
these jiiojccts that are based on marginal 
an.ily.sc.s and that locus on efficiency and 
risk The papci propo.scs a more holistic 
[icrspeciivc based on EE principle.s that, 
while addrc.ssing efficiency and risk, will 
also pay particular attention to: (i) project 
scale; (it) distribution ol impacts: and 
(ill) eco.sysic.m dynainic.s and uncertainty. 
Although It IS beyond the scope of the paper 
to conduct a complete analysis of every 
project r ompoiicnl, empirical analyses arc 
prc.scntcJ m each of thc.se three areas to 
demonstrate the jiritieiples. The paper 
concludes with a di.scussion of the 
precautionary principle as an operational 
tool for pursuing any furthci clevciopmcnl 
in (he Narmada valley 


Fl«1JI.CI Os'CRVlIW 

riie Naimada river oiiginnlcs in the central 
Indian state of Madhya Piadesh For .some 
i .KK) km It Hows west through the states 
ot Maharashtra and Gujarat until it empties 
into the Gulf of Cambay and Ihc Arabian 
Sea. The Narmada Valley Project is a basin 
wide development scheme to harness the 
river for irrigation, electricity generation 
and (lomcst ic water consumption. 'Flic project 
consists ol 30 major. 13.3 medium and 3.()00 
minor dam projects to be built in the rivci 
basin over the next 50 years The Sardai 
■Sarovar Projects (S.SP) and the Narmada 
Sagar Projects (NSP) are inlerconncctetl 
components of this larger taniily ol projects 
The SSP consist of a dam (Sardar Sarovarj, 
an irrigation canal network, a riverbed 
jKnvcrhouse, a canal-head jiowcrhou.sc and 
power transm.ssioii li lies. The Sardar Sarovar 
IS under construction about 100 km east ol 
Bhariieh, Gujarat; it is the terminal dam on 
the river system. Its ujK'ialioii is critically 
dependent upon the upstream hydiological 
management ot .seasonal IIcmk) waters The 
NSP to lie built about 100 km south-ea.st of 
Indore in Madhya Pradesh consist of one 
I arge dam (Narmada Sagar) and two modi u m- 
sixcd dams (Omkareshwar and Maheshwar). 
About 90 jK;r cent ol the Narmada River's 
annual runolf occurs in the mon.soon 
season - June through Septcmbei. The 
upstream NSP is designed to capture and 
store fltHuJ waters toprovidc regular rclca.scs 
to the Sardar Sarovar during the dry season. 

Tlie Sardar Sarovarand (he Narmada Sagar 
,ire the two largest dam.s planned for the 
Narmada River basin. The Sardar Sarovar. 
will dam the river to a full reservoir level 
of 139 in. The rc.servoir will be 200 km long, 
miindating about 37.000 ha ol land. From 
the dam-site and irrigation system head at 
Kevadin in Gujarat, the main in igation canal 
will run 4S8 km to the Rajasthan border. A 
75.000 km network of canals, requiring 
S5,000 ha of land, will then irrigate 1.8 
million ha in central Gujarat.drought-prone 
areas of Saurashtra ami Kutch, and a small 
area (75,000 iui) of southern Rajasthan. At 
the dam-sitc. firm hydroelectric power 
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gctKrSiii^- tS^'c’liy I? tt> iw i<ia’M^" 

cvciiiually (fropping to 150 MW, Th« 
Narmada Sagar will submerge 90,000 ha 
and irrigate 1,2^.(KX) ha of land area in the 
Ea.si and West Nimar districts of Madhya 
Pradesh In its initial phase, firm hydro¬ 
electric powei will be 223 MW, dropping 
to 118 MW in its final phase. Thcas.sociatcd 
Omkareshwar and Mahc'hwar dams will 
together submerge I4.(XX) ha and irrigate 
I 2‘t.(KX» ha. They will provide firm (rower 
benefits of 22.3 MW and final power 'lencfits 
of 104 MW. 

Land lor S.SP inlMsinicturc at Kevadia 
was expropriated in the early 1960s. but 
maior conslructiop ol the SSP did not .start 
until 1987. C'onsiruction cost estimates fall 
in the range of USS .'t,.5(X)-5.7(X; million 
ta' 199.3 prices/. .Saalni Sarovar Narmada 
Nig.im is the stale-owned lorpoialivin in 
charge .it eon.^tructlon. Major eou.siniclion 
on N.SP has not yet begun, aiihough the 
government ol Madhya Pradesh signed con¬ 
struction coniracl document'- in mid-1992 

Developinem of the Narmada .'iver 'iasin 
required .igrccmcni by ihe three .slates through 
which the river passes - Gujarat, Madhya 
Pradesh and M.ihat.i.shli'.i. In l‘>69.ihc Indian 
govctniiieni established the N.itmad.i Water 
Dispiile rribtinal. A decade laier the 
Tiihuiial’s aw.ird was presenled As a bas's 
for die apportionnicm ol the benelit.s. -i wa' 
agreed that with 75 per cent d‘*pendabilily. 
there were 28 million aere-lect (maf) of 
water available (run-off) from the Nacnada 
rivei. That quantity would be appoilioncd 
as follows: 18.25 maf to Madhya Pradesh; 
9 maf to Gujarat: 0 5 inal to Rajasthan, and 
0.2*1 mal to Maharashtra. Should the aeiuul 
luii-of;'deviate from 28 maf the percentage 
shares would lomain the same Run-oll wa' 
not ull<K.'aieJ tor river Mow downstream ol 
the Sardar Sarovar dam. Lleeirical power 
and energy benefits would also be shared. 
16 percent loGujaral. 57 percent to Madhya 
Pradesh, and 27 per cent to Maharashtra. 

The resettlement and rehabilitation 
(R and R)ofper.sons displaced by the SSP 
is a focus ol iiultonal and inlernaiional 
criticism. Lack of early planning and public 
consultation by the three states has resulted 
in rclocationcfidris which arc unco-ordinated 
and insensitive to the cultural and socio¬ 
economic charticieristics and needs of ihc 
people involved. Moreover, the number of 
people to he displaced was undcre.slitnatcd 
and suffieicnl icsculcmont land is still not 
available Further complicating R and R 
efforts, the three states have di ffering policies 
regarding the entitlement of compensation 
to various t’aicgorics of ‘oastccs’. Categories 
include, landed, landless, cncmachcr, major 
son. ou.stcc due to submergence, and ousicc 
due to dam infrastmciure Resettlement 
enlitlemcitts attached to each of these 
categories dgpendon the oustee’shome state. 
Consequently^ tjie ability of many oustees 


10 maintain their siamtaiilof dptrnomte amt 
social well-being is severely curtailed 
.Siudics by the Tata Institute, which has ttie 
mandate ol monitoring performance of the 
R and R programmes, indicate that many of 
those being resettled arc not acnieving 
minimum nutrition staiidard.s. although 
before rc.NCtilcincni they were at or above 
acceptable subsistence levels ’ 

The environmental assessment oi the 
.Sardar Sarovar and Narniadu Sagur projccis 
tias Ik'cii severely criticised. The asscssmcni 
process failed to achieve compliance Irom 
tnc pipicct's proponents, accepted a /wri 
/mssn approach, and treated (he NSP and the 
SSP as unrelated initiatives In 1983. plans 
lor both ihc NSP ixiid the SSP were siibmiltcd 
fo! rleaiance to India's ministry ol 
onVIIailment and forests (MOE amJ F) 
Clearance was denied due to data 
deficiencies. Clearance was coniniuully 
denied iimil 1987 when political pressure 
from the state govcrnmcnis extracted a 
Londiiioiial clcar.inee for both piojects 
Coi.dilionai clearance meant, among olhei 
things, that detailed survey.s .ind studies 
woiiiO be suhniiltcd hy 1989, and that 
ciiviromiiciital imp.ict assc.s.sinenls would be 
done as co'isiruelu'n proceeded - ihe pan 
pawn .ipproach ,Most of the conditions .set 
by the ministry were not mci hy 1989 and 
many remain lo be met. Project proponents 
used the pari imwu clau.se as a means to 
|us|dy then positum that they need not apply 
for an extended cicurunee. 

The NSP and the SSP had not yet received 
environmental clearance Irom the Indi.aii 
MORand I- when, in 1985. the World Bank 
approved a DSS 450 million credit and loan 
agreement Im the SSP Despite the 
inlerconneeiedness of the two projcct.s, 
consideration ol the NSP was deferred 
ircnding progress on Ihc SSP and an 
environmental assessment of the NSP. For 
the SSP, the bank icquired an environmental 
work-plan lo be completed by ihe end ol 
1985. The bank also required slate plans for 
reselllemcni and rehabilitation ol oustees. 
Between the 1985 loan agreement .ind early 
1993. continual requests for Ihc plans 
were met with obfuscation from project 
authorities. The plans were still not 
completed in March 1992. when pre-empting 
Ihc World Bank. India cancelled its loan 
agreement and Ihe remaining US$ 170 
million disburscinciit. 

In March 1991, in rcsfxmsc to growing 
coiitrovcrsy. the World Bank commissioned 
an Independent Review of the SSP. In June 
1992. the review panel presented its findings, 
key among which were the following:* 

- The R and R of all those displaced by the 
SSP is not (xossiblc under the prevailing 
Cl rcu instances. Resell lement policie.s di iTer 
among the states, eroding the oustees' 
right of choice. Madhya Pradesh, with the 
bulk of the total dispiftced population Js 


, 

Gujarat's rCjiouiecs arc lUraitico to seitte 
Its own people affccied by the 
suhincrgeiicc, Ihc canals and the town; yet 
It is supposed to .settle oustees from 
Maharashtra and M,idhyu Pradesh. 

- Although the .Sardar Sarovar ami Narmada 
Sugar projects are incxirienhiy linked, 
there was no aticnipi to a.sse.ss their 
cumulative inipacis. Furthennoro. because 
the N.SP tire not being nuili concurrently 
with the SSP. as originally a.s,sumed. Ihc 
benefit stream to the SSP will not be a.s 
assumed. 

- W'lh Of 'wiihoul the NSP. the SSP will 
aoi o|X'ralc tis planned W'lhout the NSP, 
regular rclctise.v during the dry season 
from upstream storage will not be 
loi ihcoming Even with the NSP, however, 
analysi.-, of hydrological data indicates 
that water availability IS everesiimaicd. In 
either C ISC, the laigcl aiiioiinis of water 
will not be delivcii.d and project benefits 
should, ihei eforc. be adjusted downward. 

- Environmental imp.'icts in (he irrigation 
command area an; unknown and likely lo 
be sigiiilicani. Lack of planning for 
adequate tlraiiiagc lo counicruci water 
logging and salinisalion will reduce the 
agricultural benefits ol the irrigation 
Lompsineni. 

-The ctleci.s ol sedimentation are 
underestimated in (he case of reset voir 
siltation and ignoicd in die case of the 
'backwater effect'. The siltation rate of 
Ihc rc.scrvoir will be higher than assumed, 
reducing its useful life and associated 
benefits. .Scdimcmaiion at the upstream 
end of (he rc.scrvoir will create a delta and 
result in (he submergenec ol .significantly 
more iiind than was originally anticipated. 
Downstream eeologie,il impacts ol the 
dam are not considered. No allowance for 
river flow below the dam was made and 
Ihe consequent impacts on brackish and 
trcshwaier fisheries arc unknown. The 
number of downstream fisher f'umilics is 
unknown. Also unknown arc Ihe impacts 
ot salt water intrusion on the domestic 
water-supply of downstream urban centres. 

- Measures were not i.akcn lo prevent the 
spread ol health hazards such us malaria. 
There has been a total collapse of vector 
control measures and the incidence of 
malaria, and death Irom malana, increased 
in Ihe irrigation command area. 

- Upstream afforestation measures are 
poorly conceived. Afforestation lo replace 
submerged forests is planned on marginal 
lands, while high quality forests are being 
cleared foi resettlement The result will 
be u n<^ decline in Ihc quality of Indian 
forest land. 

Despite loss of World Bank and other 

international bucking for the S.SP. India and 

the riparian states are moving ahead with the 

project, which at this (mini is about half 
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(Ini.shoU. SSP auihoriiie.s arc siill largennti 
fompleiion by ihc year 2000. In iuJdilion to 
nalioinil anti slate gitvcrnrncm I'lintling 
iGujaral is using mure ihan bO per tent of 
its irrigation butlgct for the SSP). Iund.> are 
being sought Irom the private sector Ihiougn 
bond issues and through privati.satum ol 
project components. Sardar Sniovar Narniatia 
Nigain lloated a US $ l()() million bond 
is.sue in late 1993 which was over-.subsenbed 
and eventually rcitirned almost US .S 120 
million; and Oujarai has plans lo privatise 
pai ti al ly t he power component of the project. 

Successful resettlemoni ofthose displaced 
by the SSP is unlikely In July 1993. with 
the on.sct ol the monsoon, the partially 
complete Sardar Sarovar dam started 
impounding water. News reports indicate 
that hundreds of families in the first villages 
scheduled for submergence were not yet 
lesettled. Only a fraction ofthose who will 
be eventually submcrgerl by the reservoir 
have accepted resettlement packages Ol 
those, many have found their rc.scillcment 
p.ickage to he significantly deficient. Protest 
denionsiiaiions against the dam escalated 
during 1993 as hundreds were arrested, 
thousands pledged to drown lathei ihaii 
move. |x.‘ople were forcibly evicted from 
their homes, and reports of human rights 
abuses prolifeiated 

In response to mounting national and 
imernalional piessurenol toconimence with 
flcHKling until .ill appro|iiiale sludiest had 
been done, another independent review of 
the SSP was commissioned in August 1993. 
The report ol a fivc-memher panel was 
intended lobe ready by mid- November 1993 
but was nt>t yet complete at year-end 1993 
In any event, its recommendations are not 
legally binding. Moreover, it is notable that 
111 December 1993 the environmental sub¬ 
group of the Naimada Control Authority 
(NCA) advised the NCA that it should not 
close the sluice structure that would 
inevitably lead to inundation While the 
initial response ol the NCA was to heed this 
advice. 111 late February 1994 work started 
at the tool of the Sardar Sarovar Dam that 
would close the sluice gates. II inundation 
m lac; is allowed lo iKcur. it shows that the 
NC A has effectively abandoned its approach 
to /»//■/ iHis.’iii as R and K is not yet complete. 

II 

Theoretical I)i.scus.sion 

Interest in ecological economics (EE) has 
evolved Irom an increasing concern that 
ccoiioniit policies and environmental 
policies need to be belter co-ordinated '* It 
draws on decades of ex ixTiencc 1 1 om nniiliple 
areas of inve.siigaiion in the natural :md 
siK'iiil sciences. Some of its key policy 
prescriptions - .such as the ‘polluter-pay 
principle’ andtite precautionary principle’ - 
fiavc lound their way into policy discourses 


of industrialised and developing cwMries 
alike. AKIiougli some of Uic root,s of the 
disci|>line arc found in the neo-cla.s.sical 
conventions of environmental economics. 
EE draws more on current ecological 
thinking lo describe system behaviour and 
to prescribe appropnate policy interventions. 

The rapid changes being cxficriciieeJ in 
many eountiics provide a need lor rational 
planning approaches that will ensure that the 
limits of the economic, social, and 
environmental systems are not breached.'" 
As EE .addresses the interactions of these 
three dimensions. EE plays a potcniinlly 
important role in rational planning. These 
ihreceomitoneiiis - iheceoiiomicdimen.sion, 
which captures aspects of efficiency. Ihc 
environmental dimension, which captures 
asjicets ol ceologieal significance; and the 
social dimension, which captures aspects ol 
equity - all form imporiani Ihcorciicai and 
praelieai cornerstones to EE approaches. 

Perhaps lorcniosi. EE relies on a number 
of relerenec assum|itions which arc subtly 
different than those under which conven¬ 
tional neo-classical economic analyses often 
occur. First, EE explicitly acknowledges 
that system behaviour is .seatc-dcpcndeiii. 
in particular, natural eeo.sy.siems that .iie 
cirtieal to humap life support functions are 
finite in extent (and often havenosuhslitutes) 
and will generally become less stable as the 
scale of development activities expands. 
MamtaimiigIhcfunctionalityofsuch ‘natural 
capital’through limilinglhcscalcof activities 
can therefore he of key importance. Second, 
the uncertainly of ccosystcm-cconomic 
linkages is explicitly acknowledged and, in 
particular, a ‘viable’ general cqudihriuni 
cannot alw.iys he assumed lo exist 
Precautionary planning approaches which 
provide some llexibility in project design 
arc therefore generally favoured. Finally, 
maintaining the sell-organising capacity 
(c g, ‘health") of the broader ecosystem is 
regarded as a potential objective in its own 
right. This does not necessarily imply that 
people’s lives .ire sacrificed for the sake ol 
Ihc broader ecosystem; people arc. however, 
treated as an integral component of the 
ecosystem anti ihcir interests arc inextricably 
tied to the well being of the larger sy.sicm. 

L1.S.S0NS i-KOM Etrii ociifAi Efo.soMics 

The lhcorctic.il discourse and applied work 
within the EE discipline has icsullcd in a 
number ol imimnant Ics.sons which are tif 
relevance to project assessments of the .sort 
required lor Ihc Narmada Valley projccl.s. 

Ecological economics explicitly treats 
‘scale' as an imponunt third dimension in 
prtijcct assessment; economic efficiency and 
distributional equity arc Ihc other two 
dimensions." The basic arguments for 
incorporating such a measure arc quite 
straightforward. The ‘scale’ dimension 
essentially provides a feasibility constraint 


to (he overall system. One might imagine 
a project, for example, which is apparently 
completely optimised for efficiency and has 
an equitable diMnbutioii of costs and benefits. 
If the presumed project is not. however, 
sustainable hccuu.se it exceeds physical 
consirainls of a bounding ecosystem. Ihcn 
(he project would noi be viable. Such 
instances typically ari.se for watci which 
may be a limiting resource in many 
instances.'-' It might he argued (hat if the 
implications of the project were properly 
analysed in Ihc first place, then the supposed 
efficient and equitable allocution alluded in 
here would not have been selected. HowdVer. 
by explicitly recognising scale as a project 
variable, analysis can ensure that it falls 
within the carrying capacity of the broader 
ecosystem. To operationalise this approach, 
applied techniques usually focus on the scale 
of project activities relative lo the values of 
other activities which arc .supported by the 
broader ecosystem.'’ 

The above notion of scale is relatively 
static; it asserts simply that projects should 
he designed within certain limited criteria 
One might imagine, ihen.^lhat a project 
could (and possibly .should) approach this 
theoretically limiting scale. A .second lesson 
from EE. however, asserts that Ihc 
ecosystem’s resilience to stochastic 
exogenous shtKks is reduced us projects 
approach the limiting scalcof the ecosystem. 
In simple terms, ’surprises’ become more 
likely as scale increases. The limiting scale 
then itself becomes a function of how a 
project or policy .set can adapt to changing 
circumstances (hat. for example, lead to the 
collap.se of key ecosystem functions. In 
practical terms, such factors tend to he most 
critical when ecosystem boundaries are 
relatively well-defined''* or where a senes 
of apparently small projects and policies 
have significant cumulative effects. Indeed, 
much ol current environmental assessment 
attempts to addrc.ss the issue of cumulative 
effects.'’ 

Ecosystem behaviour is inherently 
uncertain. The uncertainty is manifested in 
the sense (hut many ol the consequences are 
unknowable (as opposed to knowable 
con.scqucnccs to which some probabilities 
might he attached). The reason for (his is 
priinarily the non-linearity of ecosystems; 
Ihc expanding science of chaos theory tells 
us that such systems may fiip from one state 
to another relatively quickly if certain stresses 
arc applied.'* Non-linear chaotic behaviour 
is becoming increasingly recognised as a 
component of economic sy.sicm.^’ But .such 
behaviour is so pervasive in ecological 
systems that it is problematic to apply the 
Usual 'marginaiity' assumptions of economic 
analysis to these types of system.s. As noted 
prcviitusly. (he behaviour becomes more 
pervasive qs the ‘scale’ of some activity 
becomes larger, ‘surprise’ (!.shcrics collapses 


economic ajRt 
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Ui .itii\iiii-s which itppriKichcd the ImiUrn^ 
lntiHul'. i>! ilio available stocks. 

Inhcii’tii iiiiccriainty in ecosystem. 
IvhaMoiii. an iticoinpicic iimlcrstaniJing of 
how \aiioos componciHs of ecosystems 
interat.1 .tnd an incomplete iiiKicrstatniing 
ol how ecoss stems iRleiaci with human 
i-ionomu bi-haMoiir. arc all pari and parcel 
ol the current si.ne o| theory in this area. 
As.i result. It lusheenim|iossihleiolomiiilate 
.nul to pioNc an 'inicprated esisiencc 
iheoii-m will.h .illows ns to assume that a 
.•ciiKiiiieiiiwi ll I'l ti.i\e<lj!ciieriilet|uilibrium 
ol esologii.il .iM.ieioiioniie systems exists.'* 
Ciiiieiii exisieiKC llieoiems used to assert a 
eeiiei.il et|inlihiiiim wilhin the eeonomic 
discipline elleeiisely assume that bounding 
.s> stems eiinilibi.iie Mill .in integrated 
esrsiem e iheoiem ih.ii does not make this 
assumption is niiu.il lor l.iigei piojccts il. 
.IS III si.iiid.iid eioiioiiiie .inalssis, we .lie lo 
use s.ilid .ooimptioiis legaidiiu’ pio|eil 
es'.iln.ilioii I'.ii.iiiieieis Iheonis 'niieei.iied 
esisteiue'llienieiii which is cuiieiills 
poo ihle IS liic i.iili.'i iininieiestme ^.ise m 
will, iiecoss siciiisilipinio.incweqinlihiiiiiii 
wliivli esi.hides liiim.in .iclisilv de.ilh is 
.ilw.iss die liii.il equililniinn 

An Hiipoit.inl concept .iiising lioin the 
ecological sciences is ih.ii ol ecos\sieiii 
lie.ilih ' Tig genei.il ide.i is le d' iw some 
.Hillings In hlllll.lll lle.lltll llliplsine III. It .1 
(cii.iiii ^el ol iiic.isiiies leijiio .ilciii to pulse. 
h|n.id|'iessnie.eli o'.iii hcdciiv. dindeseiihe 
the eciici.il st.iie ol ccossstciii liiiiclioiiing. 
W liile le.seai ell III tills.irea IS still.It arel.ilively 
c.iii' si.ICC, .1 miml'H.'i ol imisoilaiii lessons 
li.i s e been le.irned lo d.iie I’oieinosi. because 
Cl‘'system heli.isioui is inhcienily uncertain, 
niamiaining .in ecosystem’s ability to adapt 
to changing circumstances can m itself be 
legarded as .in important policy goal. This 
.id.ipiabilils IS genei.illv lelerred lo .is iis 
■sell-oig.iiiising c.ip.iciiy' A critical 
comisoncnt ol this is. indeed, the Iminiin 
element ol the c'cosysiem. sshieh has the 
ability lo nnriiire and protect overall 
ecosv.ste.in health in its own .self-iiiteiesi. 
l*ro|ects which |Tose a |Toicniial threat to this 
sell-organising capacity inigiu be rejected 
outfight tin the case that they threaten key 
lile-support iunctton.s) or mtghi be adiusted 
to include explicitly adaptive capacity. 

In summary, to rellcci these lessons, 
common elements of many El; policy pre- 
senptions include: lalacall for precautionaiy 
policy formulation that docs not threaten 
critical environmental support systems: 
(b) a call for increased attention to the 
social equity dimenMonx ol policy design; 
and (c) stronger decentralisation of 
decision-making authority to rcstiurcc u.sers/ 
nr to individuals directly experiencing the, 
impacts of resource use. These types ol 
policies.!» agchcral set, have becnrcicrred 
,t,o by the Intertaiiifnai Instilute lor 


^’.^hvifOniucitt’aftii 1 )es e’ioptneni as-’pi ini.ii \ 
einhronmcmat Ciiiy il'Hf'i to rellce't the 
idea (hat eionumic. eiiMionmenial and 
equiis go.iK should all be addressed 
.siinnh.irieonslv The,’decentlalisalion 
theme at ises I rom 1 he .ibnnd.ince ol evidence 
that such decentrahsiiiioii joiiiils .u hicves 
three goals of sustainable develo()meiii. it 
improves ecttnomie ellieieitcy; it leads to 
improved enviionmenlal man.igcment: and 
it increases social stability through giving 
individuals agrcuier sen.se of cm|>owcrment. 
Exampiesol grealei decenlralisatitm include: 
esi.'ihlishmeni of some lorm of pro|>cily 
rights, reliance on price and nturket signals 
(oi environmental management (asopposed 
to regulations); and, delegation ol 
enviionmenlal responsibility lo local 
authorities, wiihconcomitani enabling fiscal 
powers. 

ImI’I K AHOVS lOK Projht VaII'MIOS 

The use ol i>Kti»'i'l\-loiniidiiU'(l CHA is 
.ichicving renewed interest as it provides a 
mc.iiis for i|u.intilymg ecoiiornic and 
cn\nonmeni.ll cllecis using a common 
iiuinei.mc. Although the theory ol CBA is 
well established .aid lias not tiadergone 
piolouiiilch.uigesovci the past decade, much 
ol the iiiiuisin ol CBA has hcen levelled 
.It Us impii'ivr.ipplicaiion; while the theory 
cle.iili calls lot Ion.sidcralion (»f social, 
ciniii'nmeni.il .ind other tmpaets, these arc 
"lien not addressed in pnictiec because of 
the ilillicullies .issoci.iled with spccilying or 
i .ilumg the mip.icis. When honest attempts 
.11 c m.ide to consider 1 hese I mpacls, however, 
thev pros idea iisclul tool lot project apprai.sal 
.ind planning There are, liowcvcr, still a 
numbci ol impoiiant theoretical constraints 

10 .ulopiing CBA 

liven within the .icccpicd theory of CBA. 

11 IS important to recall the limiting 
•issuiiipl ions ofilsv.ilidity. Foremost, typical 
i.ilu.iiion assumptions irriiiiw that llic 
piojcci he a rel.iiivcly small project which 
docs not undermine the general equilibi lum 
(fifiiol ihc economic sirucliirc. An.ily.sisol 

l. iigc piojccis. orot piojccts which msolvc 

m. issivc income rcdisiribuiion, requires 
csiim.ilion and consideration ol new CiE 
•.oiiililions.'' In .iddilion. loi such large 
jirojccls. sh.idow-pru mg .ind project 
I'oasihilily .issumj'iions mu.si rellcci jHiicnlial 
iii.icro-cconomic iin.inciitg constranils and 
the lact ih.ii piojects may themselves be 
coirelaled with n.uional income. ” In 
p.iiiKiilar. this may require explicit 
aiknowicdgmcnt ol ilsk within Ihc piojeci 
appi.nsal: at a mimmiim. ihi.s requires use 
ol exju'cicd values instead ol model values. 

In .tddilinn. however. EE points lo a 
number ol other limitations ol CBA. l-irsi. 
staiul.ird certnomi' theory tells us that large 
|)io|ects require explicit ealeulalion of GE 
eliccis. Bivanse tlw lack of an integrated 
existence theorem ittiplics that stirff GE 


tnoiHhng cuiihtH s>i(i^racit>nly inetxrjHfraie 
cnxtronmcnral vifects. the tiw* of CBA itti 
huge jiioiccls liaviiig a scale ilui .ijipioaches' 
the re.silieiiic limits ol some ecosystems 
should he rcg.trded us snsficci 'I1ii>. .d,so 
ajiplics to sntall projects that, when taken 
cumulatively with a numhei ol lelaicd 
jirojects. apjiroach a iclatively large sc,tic. 

.Second, the unquanlilitible imcntumn 
discussed earlier limits the applicability of 
CBA to situations which have rcasoitiihly, 
well-defined potential outcomes. Where 
such outcomes are not well-defined, 
analyses must explicitly attempt to account 
for uncertainly The geiK’ral approaches 10 
do this in the lilcratiiic involve either 
scnsiiiviiy analyses, itsk analyses b.ised on 
prob.ibilnydisinhntions.hsk analyses ba.sed 
on adjusimenistoihe discount r.iic.oi c.xplicil 
calculations of option values. SeiiMiiviiy 
.inalyses are iml generally veiy instructive 
III juaclico, and proh.ibilily-h.iscd analyses 
do not .iddress I he problems ol uni|iianiili.tWe 
unicn.iinly. Also discouni tale apjimaches 
have largely been discredited as an 
appropriate lorm of risk aii.ilysis for. 
environmemal piobicms there is no a priori' 
reason lor assuming that eitltcr an increase ; 
or a deciease in di.scouni rates will he more.; 
reprcscnialivc of an environmentally 
.sensitive appraisal in a world in which the - 
social discount rate is assumed us - 
exogenous.-' Where ecological unceitaimy : 
Irom non-linear systems arises it would, for 
certain projects, require that negative • 
discount rales be ii.scd lot ajipraisal.-' 
Moreover, even if .i miilli-geiieralional 
general equilibrium did exist, then Jiscoiini ■ 
rales are in lact endogenously determined 
under a ‘siisl.iinabiliiy’ consir.imi: such , 
discount r.iics should therefore not simply i. 
he assumed as exogenously apphcahic to all 
apjir.itsals In shoii. valid discount rate 
appio.iches themselves require knowledge. 
of the inlcMctions between various system 
tomponcnls Where this information is - 
un.iv.iil.ihle. 'option value' melhiHls iviitaili , 
as a potentially applie.ihle leehnKjtie. 
Essenii.illy, those apjiioachcs pl.ice a value ■ 
on Tmdisiloscd Itilure iiitorm.ilion': Ihc. 
litcraluic dealing with irilical ccosy.stcnis. 
however, clearly show s ih.it i.iiion.il i lioices ■ ■ 
uiiJei such calculalioiis gcnei.illi ic.ut lo , 
llcxihic. jiiecaiKionary jxilicics and ' 
projects.-' 

Third, the issue ol ciosysiem health 
cssenti.illy raises the question ol lunv much 
.should nghtiully he mcoiporalcd wiilim the .. 
ohiectivc lunclionofaCBA Many.ilicinjils 
at evaluation ol environmental imi'acls - 
essentially .tssume that ii.ulc-olls .tie*, 
po.ssible. It. on the other h:in>l. m.iini.mmig.'' 
ihcsclf-orgiinisingcajiacitv ol •hcciosy.sictn 
is taken as ,■ separ.uc liiencr-order - 
tibjeciivc. then any suhscijucni CBA can be 
u.sed only lo Itw extent ih.ii it cvjil.ii;ites 
projects or policies ili.ii ojxraie within Ibis; 



constraint. Althouiih it isu(,'kni)wlcd^'cd that, 
in theory, some degree ot opiimis.nion ot 
a system’s scll-organising capacity may he 
appropriate, such line-tuning is generally, 
rejected in praeiieal terms. The tavoured 
approach explicitly .separates the ecosystem 
health constraint, il it cun he demonstrated 
that the poicnital risks to ecosystem or human 
health are rclalivcl) large 
in closing, it is relevant again to note that 
much of the above can, in theory, he 
incorporated within a well-rormulaicd CBA 
it ohjectivc lunclions are properly specilicd 
and it the existence ot technical feasihility 
constraints IS acknowledged. The complexity 
ot undertaking such a CBA in applied work, 
however, extends tar beyond that which is 
typically attempted in standard project 
appraisal. In lhcca.se of large infrastructure 
projects - such as those m the Narmada 
Valley - the scale ol the proposed projects 
and the lack ol inlormation relating to 
environmental impacts and linkages seriously 
undermines the iraciahility ol such an 
exerci.se. For ihi s reason. 1 here IS an I nereased 
call lor mulli-critcria analyses (MCA) to he 
conducted on large projects with high 
uncertainly and potentially substantial 
ecological impacts.’* 

Ill 

Empirical Discussion 

Numerous analyses have been undertaken 
ol various components ol the benellt and 
cost streams that might he associated with 
the Narmada Valley protects. Some ol these 
have involved simply qualitative statements 
wherca.s others have attempted more rigorous 
estimates ot the physical and moneti.sed 
impacts. An overview of the general extent 
of some ol the benefits and costs is provided 
in the ligure; this inventory ts mc.ini to be 
indicative only of the nature of some of the 
more potentially signilicani impacts.-"'There 
is. us noted earlier, significant controversy 
over the actual extent and value of a number 
of these impacts. The purpose ol this section 
is to highlight selected impacts and to show 
in greater depth three of the issues - relating 
to scale, uncertainly, and ecosystem health - 
of interest to ecological economics. 

Many of the original objections to the 
CBAs of the projects focused on the lad that 
they either completely ignored important 
exicrnalilies or that they effectively double- 
counted certain project benefits. In .some 
ca.ses. the original CBAs simply ignoied 
even signilicant market transactions. For 
example, most project descriptions assert 
that significant benefits will accnio bccnu.se 
ol domestic water provision, yet the formal 
project definition excludes the technical 
components (and costs) related to such 
provision. These costs are estimated to be 
as high as Rs S.IKX) crore."' Subsequent 
criticisms of the CBAs Incused on the 


technical assumptions under whfti^' tiiey 
were undertaken. For example, original 
evaluations neglected evaporation losses and 
seepage from the canals, resulting in 
overstated benefits for irrigation. 

While criticisms of this sort arc legitimate 
challenges to the integrity of the analy.scs. 
they overijjok the broader issue of whether 
.such CBAs should, in this ease, be regarded 
as valid analytical tmils. The previous section 
demonstrated that CBAs which ignore scale, 
uncertainty, and ecosystem health arc 
inherenlly Hawed il thc.se three i.s.suc.s can 
be demonstrated to be important factors. The 
following provides analyses of these issues 
to demonstrate that, in the ca.se of the 
Narmada Valley projects, they arc indeed 
relevant issues The analyses arc based 
largely on information already available 
for these projects, yet the information is 
ciist within the context of these three issues.” 
The general approach is to provide selected 
monetised estimates of costs to illustrate that 
within the context ol other project costs, 
these i.s.suc.s arc indeed significant. 

MnASi^itr.s or- .SrAi.k in 
Environmiintal Impacts 

A major issue of project scale with the 
Narmada Valley projects is the extent of the 
linkages and dependencies between the SSP 
and the N.SP. The independent review noted 
that the S.SP would not work as anticipated 
because the design of the .SSP in fact required 
that the NSP were in place upstream to 
provide the required water control; under the 
circumstances, many of the asserted benefits 
of the SSP would be quite specious. A 
complete analysis must consider the 
cumulative effects of all of the major project 
components which, in this ca.se. include the 
upstream Narmada Sagar projects. 

It is instructive to consider some of the 
more signilicant potential environmental 
costs associated with hasin-widc develop¬ 
ment in comparison to the construction costs 
of the S.SP and other economic indicators 
within the region: 

(ill IW3 milliimi o] US $) 
Construction of ,SSP only ,.S()0-.S.70() 

Construction of S.SP and NSP 4.8(X)-7.(XX) 
Downsircatn iinpucls-iniiigaiive 
water inunageincni 2.2(X)-.1,.S(X) 

Upstream impacts - Environmental 
costs of forest loss (approximately) 23,7(X) 

The downstream impacts rcpre.scnt the 
miligative costs associated with ensuring 
that the water supplies arc indeed available 
for domestic and livc.stock u.sc. Given that 
salt water intrusion ts likely, these estimates 
include provisions tor mitigating impacts of 
salinisation. Il is important to note, however, 
that these estimates arc miM values; while 
there is some chance (hat costs will be less 
ihanthis. there cxistsapas.sibiiity (hat severe 
aquiter damage from upstream watershed 
modifications Will substantially increase the 
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supply. The upstream environmental impacts 
from (primarily),the Narmada Sagar projects 
are almost an order of magnitude greater 
than the actual construction costs of the 
projects themselves. Again, however, these 
are modal estimates of the immediate land- 
use impacts; greater impacts are conceivable 
if unforeseen hydrological effects occur as 
a result of forest cover losses. 

When these figures are placed in the context 
of direct project costs and of other economic 
factors ill the region, it is clear that (he scale 
of the impacts is unprecedented. The state 
of Madhya Pradesh, which is one of the 
Ics.scr developed states in India,” has a GDP 
of approximately US$ 11.000 million 
annually. Gujarat and Maharashtra GDPs 
arc approximately U.S$ 13.000 million and 
US$ 26.000 million respectively. Even 
though the impacts will be spread over some 
years, the .scale of the potential impacts is 
quite significant. Given that many of the 
forestry losses will be in Madhya Pradesh, 
massive economic adjustments would (Kcur 
in this state given its relative poverty. As 
it is not possible to predict the general 
equilibrium impacts of this type of 
environmental disruption, the application of 
traditional forms of CBA is highly suspect. 


Ml-AStlRt-.S OK UNfkRTAINIT IN 
Dl.STRiniJTIONAL IM1‘A(TS 


There IS little question that persons will 
be displaced by both the SSP and the NSP 
because of the dam infrastructure, the 
irrigation canal networks, and the reservoirs. 
One ol the key is.sucs with the projects, 
however, relates to the uncertainty of the 
distribution of impacts. This arises from a 
number ot factors. First, the actual impacts 
on population displacement are relatively 
uncertain. Second, the manner in which the 
people will adjust to that displacement is 
also highly uncertain. In the ease of the SSP. 
conservative estimates indicate that 245 
villages with a total of I .(X).000 people will 
be displaced by the reservoir. The displaced 
population of Madhya Pradesh will be about 
twice as targe as the combined displaced 
papulations of the other two states. The 
canal network will affect about 1,40,000 
farming families, 24.000 of which (some 
1.20.0(X) people) will lose at lea.st 25 percent 
of their land. About 5,000 people have 
already been displaced by the dam-site and 
irrigation head infrastructure. In the ease of 
the NSP, estimates done in 1988 indicate 
that about 2,00,(XX) people will be displaced 
by the reservoir alone. The NarrRada Valley 
project as a whole is expected eventually to 
displace over one million people. Not 
included in any of these estimates are the 
affected persons who live upstream and 
downstream of the projects, and those who 
live in area.s to which persons displaced by 
the projects are resettled. Given the current 



. ■ ... . 

regional disparities extant in thcarea "failure 
to address this uncertainty can be expected 
to lead to signiticant social tensions and - 
potentially - toincrcasedeconomic hardship. 

In economic lcrm.s. the nature of the 
impacts may be quite significant. The 
potential ranges of economic costs associated 
with population displacement Irom all of the 
projects arc estimated to he us follows: 

t US S miltiim/vear) 

U)s>us tmm displacement 
(luwcresiiinulei KM) 

Losses Imm displaeeiiieni 
(Upper estiiii.itei >530 


i the sinfdctnoMt'Kri^Mtr'throat to in Mahiilirttid)trg»'^'this extM^ aitaiyiiis 

human health is the potential impact through of the potential economic impacts of the 

watcr-rclatcddiscascs. A World Bank report increased incidence of malana iilusirnies 
slated that malana presented a serious threat that, here too. the magnitude of the impact 
in the vicinity of the canal network and the suggests that there is a real threat to overall 
potential for schistosomiasis existed ecosystem health. 
throughoutthcarca.Thc Independent Review Estimatingthccconomicimpactofmalaria 
noted that malaria outbreaks and deaths had ts relatively complex. In principle, thccorrcct 

occurred near the dam sue: schistosomiasis economic valuation is based on an assessment 

has been confirmed in at least one village of how much compensation individuals 

Fioi'ki. Si.iii Mos' or AssLkiro BfcNi nis and Costs uom Tur NAkWAiM Valu=v PhoiKits 
I.S.S = Sardar .Sarovar. NS= Nann.ada Sagar. |y93 prices, values in crore = It) million R.s) 

Benefit IVscripiion/Naliia' of Benefits 


These are ordcr-ol-magnilude esiimates 
based on the lost production from current 
economic acii vines. Most of these costs 
would be borne m Madhya Pradesh, which 
IS at greatest risk from more extensive 
IliKiding because of backwater cl feels and 
risks associated with delorcsialion and 
ineffective rclorcstaiioii programmes. To 
place this in perspective, it is signilicant to 
note that the direct costs (ot resettlement and 
land acquisition) have been estimated us a 
one time budgetary requirement of about 
U.S!ii 275 million for the .SSP area and an 
additional US$425 million forihe NSParca. 
If the higher estimates ol losses arc in fact 
realised, this budget level is likely to be 
wholly inadequate. Moreover, the unavail¬ 
ability of suitable land noted by the inde¬ 
pendent review suggests that compensation 
budgets m.ay be inadequate in any event. 

Under these circumstances, it is again 
clear that many ot the traditional .issumptions 
relating to GE in the region will likely not 
apply in this insianec. The uncertainty poses 
a serious challenge to assessing the impacts, 
given that the uncertainty is derived from 
a combination of environmental impacts, 
labour movements, and economic 
opportunities in dil fercni parts of the region. 
While GE structures might (under ideal 
circumsianccs)bccapublcofaccommodating 
some of the adjustments in labour markets 
and economic opportunities, the cltccts of 
uncertain environmental impacts cun not he 
asscs.scd at this stage. For CBA to have an 
upplieation in such circumstanees. however, 
it must be able to assess the GE impacts of 
any potential scenarios. 

iMPAfTS ON EtUSYSTHM Sl-i-F-ORGANISINCi 

Capacity 

Animportant issue in measuring ecosystem 
integrity is to maintain its self-organising 
capacity intact. Threats to an ecosystem’s 
resilience can. over the long term, lead to 
a breakdown in the system's ability to deal 
with exogenous shocks. This is most readily 
seen in the aspect of human health. People 
are, in all rc.spects, an important element of 
the broader eco.system and, to a large degree, 
human health .can over the long term be 
regarded as an indicatorof broader ecosystem 
health. In the Namiada Valley project area, 


ImgalKin lirigalcd urea of 1-2 iiiillion hii Area served hy .SS depends on upstream 

control at N.S 

I’ower .SS has installed capacity ol I4.sn MW: additional capacity of 1.590 MW from 

N.S projects 

ITomestic water From 25-40 million people will have unproved acees.s loduiiiestic water-supply. 

Liveslock water In Ihc northern pan ol Gu|aral. pastoral taniilies' will have improved access to 

water. 

Industrial water Narmada Water Disputes Tribunal Award alloc.aied 0.207 iiiaf in industrial 
uses 

Pisciculture Fslimaicd improvements of the order of 70 crore for NS project area 

Flood control Flood control exists from Narmada Sagar protects a.s upstream control structures. 

Reduced imports lncrea.sed fondgrain and oilseed production reduces need for im|Torls 

Cosi Descriplion/Nalure of Costs 

Dam consiruclinn Dam works al each of the N.S protect (4.2(K)crore) and SS pro|ecT( 11 .(MM)-18,000 

crore) ureas will be constructed 

Calchmeni area IX'inarculion of degraded areas, nursery developiiient, and iicliun prograilime 
Ireulmeni lor irealinem of catchnieni urea at cost of approximately I.KM) crore 

Command area Provision ol surlucc and sub-surt.ice drainage and pollution conirni 

devciopmeni measures lo miligale waterlogging, muiniatn water quality and optimise 

water use (2..500 crore) 

Compensatory An area of 90,(M)()-97.(MM) ha of ilegraded )orcsl will be afforested al a cost 
affore.siulion of approximately l,7(M)erore. 

Canal consiruclion Canal network will invoisc about 75.(MM)kmnl canals (including mam, brunch, 
disinbution and minor canals) over 85.(MM) ha 

Doineslic water Supplementary costs ol water supply were excluded from earlier csdiiiues of 

provision project costs. Cost csliinales range from 1,5()0-5,(MX) crore for SS project area. 

Power consuinplioii .Siipplcmenlury power requirements for lifting gnnmdwater and operating 

doinestie water distrihiition Costs esiiinuied in range of 2.700'3,40() crore 
lor SS pro|ec( urea. 

Reselilcincnt and Total direct rcselllcment and displaced persons estimated lo he us high as 1.5 

rehahililaiion million individuals Many are indigenous people Tulul direct costs ore 

2,2(M)\ crore. 

Forestry loss and Submergence will cause loss ol 43.IXM) ha ol forest in NS proejet area and up to 

associated envi- 16.(MM) ha in SS project area Total direct costs of forest loss are about 6(X) crore. 

ronincnlal losses Total indirect environmental costs (excluding loss of genelie resources) 

associated with forest loss are 7.3,500 crore, using norms established by the 
Forest Research Insliliile. 

Agrieiiluire land Submergence will cause loss of44,400 ha of agricultural land in NS project urea 
loss and 11,300 ha in SS project area. 

Wildlife impacts Loss of comdors will reduce habitat and threaten ecosystem biodiversity 
.Sedimcntalion and Sediments reduce useful life of dam. reduce power generation capacity, and 
siliaiion create backwater effects which inundate up.sircam areas above submergence 

xonc 

Waterlogging Soil degradation and fcriility loss from waterlogging anticipated in I ,(X),0<X) ha 
in Narmada Sagar project area. 

Salinisution Sail water intrusion of surface and ground water anticipated in downstream 

urban and rural areas. Mitigation requires supplemcnial pumping. 

Health impacts Increased incidence of malana, filaria. cholera, gastroenteritis, viral encephalitis. 

goiter and some other water borne diseases in vicinity of reservoirs and canals. 
Pollution Increase in suspended sediments and retention of pollutants from decreased 

cireulaiion. 

Cultural henlagc Lo.ss of important religious sites and tourism potential. 

Earthquake risk Recent events have tragically underscored the seismicity of the region Fears 
exist that dam consiruclion will increase seismicity. 

Fishery loss Hilsa, mullet and prawn species threatened. Losses will exceed 385 crore in 

Gujarat, much of which will be foreign exchange. 

Nmt: The literature typically inclpdes a wide range of cost and impact esiimates for various hcnefil 
and cost components. Those |»vscmcd in this table are intended to show order-of-magniiudc 
estimates to provide a context for understanding tlw projects’ implications. .Sec text for 
references. 


would bo vMlIin;.’ to .K'n’|il lor pulliii,L' up 
\Mih hijih iital.iii.i liwols Nlf.iMMiiia ihis k 
pioblom.ilii’, .mil ihi' bosi ih.u ii^oroiis 
oionomic nioihoiU i.iii olivn pioMtlo i\ ;« 
iitc,isiiii.-ol w illinyiii-ss lo p,i\' loi rcdui.i.‘d 
lliis !>. l\I'n .ill\ suMiow li.ii U’^N ih.m 
Ihc vmIIim'.'iiia'' to .uI v’l’i luc.isiiro liul 
siibsi.inii.ii uM'.iu li !-• loiimtoil to osliiii.ilc 
ibo wilhii'.’Mi'Nv to |i.i\ ,iiul .1 lowot hound 
ol lliix iikm'-iih’ !•- Illicit cMiin.ilcd b.ivcd on 
ihciliici.1 iiiip.K iMiii pioUiK iivii\ .indhc.illli 
i.iic 

lllusii.iiivc I Mil iil.iiions i.in he m.idc lor 
.lUpicMlsi ciiMiio\Mlhinihcie>;ion..i\simiini! 
th.ii M ni.il.iii.i iMiihicMk oiitirs .is .1 rosuli ot 
ilicpio)ciis li cpidcinii Icscis ,irc rc.iihcd. 
111 .il.HIM iniidcinc ini!.'lii be expeited lo 
appio.K h .ippioxiniMlely 2(K)e.»scs jiei l'.(KK) 
ol popul.iiion .It iisk. w'lih child inoitiilily 
.11 .Vl/IO.INX) Mild ^ener.il .idiili morialits ot 
the order ol 2(I/I().(K)() (Incn .111 'at risk’ 
popul.iiion in the region ot .ippioxint.iiely 
50 million pcftpic. the iii.ilari.i inenlenee 
would involve some II) million eases 
aiimi.illy. 1 per cent ol wliieh would result 
in de.iih Although Indi.i h.is inipleir.ented 
siieeesslul iiial.iria er.idie.iiion piogr,mimes 
in the p.isi, modein eoniiol programmes .iie 
becoming ineic.isingly inoie expensive " If 
Indi.i could eontiol the m.il.iii.i oiitbieaks .it 
ilose to lusloiK.il cost (I'SS I jier e.ise 
.iveiU'di. Ilieii ilie imtig.itioii. "nIs loulil be 
as low .IS I'.sS 10 million .iiimi.illy. II, on 
theoincrli.iiul.moiecomplex veeior-eoinrol 
proieduies aie iei|uiied to lombal the 
p.utiiiil.ir stiMiii. then ei.idie.ition costs may 
III l.iii .ippio.iih those 111 other developing 
lOiinoies lnihisi..ise.iheeeonoimeimp.iel 
w luUI M.iiislaie to m.il.iri.i control costs ol 
the oidei ol t'SS 400-1. lot) million 
.inmi.illv The .iltein.iiivyio ineiniing ihesc 
costs would be. ol lourse. lo .uicpl the 
piodueiiviiv losses Irom highei liioihidily 
.md de.iih i.iies 

1 hese losis .lie. iii l.iii ,1 lowei esiim.iie 
hei.iiise i.ii ih. v i vi lii.le .1 piemiiim 
I oiiiponeiu ill.II pe.iple.iie willing lop.iv lor 
lo.' 'I iii.il.o:.! iliihleliie .iild. ibl 110 
pioiliii live .VoMoiiii. ..line was .iil.u lied lo 
de.iilis Mverleo. Ag.iiii. liowevei. the 
iii.igiiiiiule III die imp.iils illustrates ih.ii - 
il ,1 in. 1)01 upset oeuirs in eiosysieni 
iiiiegiiiv - the eiiliie iegioii.il eLononiie 
stiiietuie i.iii he uiulermined I-ioiii die 
|K'i spei 0 Ve ol any ('HA, such .111 upset would 
inv.ilid.iie the .issiiniptions uiidei which the 
('H\ IS III bill .1 v.ilid aii.ilviu.il tool To 
'ii.iiiii.uiidieinie.eiilv oldie' HA .onsii.miis 
vlioiilil III lilts (..ise. he pl.i. I il I vogenously 
ii; llie sei ol Mliovv.ible oiil.oilies lo elisilie 
ili.i! such .noiiipleie. .ill.ifise in itiemieeiily 
.)l the eeosvsiem vIih-s 1101 h.ippen 

IV 

(’oiK'liisioiis 

III elk\t. (he iliseiissions in this p.ijier 
II. ive.ueuedih.it ir.idilioiial methodsol ('HA 


are largely incapable ol pioV^i^’ any 
meaningtiil guni..nee a'latmg to the overall 
desii.ibilily ol die Narmada Valley schemes 
I’.irti.il empiiie.il analyses demonstrate Ih.il 
si.ile. uneeii.itnty in distiihulional imp.ieis. 
and iisks tociosvsiem and htim.in health are 
.ill poienli.illy sigmlie.inl issues. Linder such 
eiieiinisiaiKes. ■preeautioii.iry’ piojcvl 
developmeni .ind policy .ippro.iehes ,iie 
.ippiopriaie, diese will, mtiirn.eonsir.iin the 
(voienli.il development options .ind likely 
iei|mre iiiereaseii reliance on smaller-se.ile 
.solutions " 

.Snell ap|vro.iehes will generally attempt to 
ensure (he continued lunetion.ility ot eriiie.il 
lile-siipport systems. Also, they will 
explicitly bliild in a higher degree of 
reversibility in deejsion-niaking Ih.in would 
otherwise-prevail. .Specifically, key (lolicy 
interventions will likely he required in three 
key areas 

Ciiiiuiliilive A.\st'y\nwni ant! PUiimiiifi 

Planmiig approaches must lecogmsc and 
accommodate the fact that cumulalive 
enviionmeni.il impacts ol various pioiect 
componenls m.iy m tin 11 threaten the 
presumed levels ol bcnelils tioni these 
projects In particular, this i'cc|uires dial ilie 
SSI’ .ind N.S'I’ not be pl.iiined .iiid cvaliiaied 
III isol.iiion ol one another It ni.idcc|u,iie 
inlorni.iiion exists on .1 key system ccaii- 
ponent, evalii.ition ol rcl.iied (>iojecls th.ii 
depertcl on such conqvoiienis shouhl be 
siisiiemleduntil vuchiiilorm.'iionis.ivail.ilvle 

Dninhulion 0 / hii!><iil\ 

linccriaiiity in ihc extern .iiuidcgiccol the 
distiibiilion ol iilip.icis suegesis lh.|l gic.ilei 
contingeiicv pl.inmng isiet|tmednidiecvcut 
Ih.u benelits .ue not re.ilised 01 h.iimtiil 
im|iacts are grc.ilei di.iii those ciiiieutiv 
.in(ici|vaied. In p.iiticul.ii. (Ins could be 
largeled 10 those individu.ils who were ihe 
worst-.Il Ice led .is .1 lesiill ol any imsucccsslul 
icsciilement .iiid rchahilii.ilion.'" One 
|voiciiii.il m.xh.iiiisin lo .iihicve iliis is to 
crc.ite a si.ind alone |)rec.iutionary lund dial 
would he dcdiL.iied to dealing with 
unloresecn iiiciinisiances relating to 
leseldemeni oreiiviionnient.il pioblems. The 
lund should .ilso be capable, m ellect. ol 
pl.icing levies on |)ro)cc( heneficianes 
through, loi example, w.iter charges or 
suichargcson|H>werusc riieiearenunieious 
piccedenis lor such mccli.inisins m oiliei 
countries ' Also.,iiihouglisiicliincch.inisms 
lechnic.illv icquueihe 'e.iimarking'ol liinds. 
Mull e.iiiii.iikiiig IS bccoimng incre.isiiigly 
.11 ie|vi..'devcn vv iilmiihctr.idilionalconcc|>ts 
• It (viiblu Im.ime Ihcorv il it provules, in 
elicci. a piec.iiiiionaiy insurance I'kus lor 
tmcert.iiii events “ 

Mitinii'iuiiii r of Eoosystvm h'umiionii 

iVrhapx toremosi, precautionary policies 
reqtfire ih.il one establish a set of operating 


cunsira^s w)mc% 

organising capacity of critical eeo.systcm 
components is not threatened. Where the 
impacts on ecosystem function are 
unccitain. a development strategy must 
include adequate reversibility such (hat if 
the constraints are breached, it will he possible 
to impleiiieiu mitigativc programmes. Such 
strats'gtes in critical areas are typically 
ch.iracteriscd by sinaller-scale. plriscd 
developments .which are coupled lo a 
iiioniioring network that allows (lolicy 
makers to tr.ick ini|v<ic(.s ol activities 

One question the above (HuiiIs laisc is. ‘Is 
.1 ilevciopmeni moiaioriiim o|itim.ir.’' The 
answer to ihis question must .surely be that 
laigc-scale develo|imcnt should be ii.ilted, 
but (hat a development mor.iiorium on 
sm.illci (iroicils III the N.irniaila Valley is 
likely noi optimal. A number ol analysts 
h.ive noted that, even once all of the 
inlorm.ition regarding enviionmeni.il 
iiiqvacts IS revealed, the .S.SI’ and NSP 
scheiiies may on bal.mce be quite bciielici.il 
Imposition ol a moraloriiini on .ill 
development would, in ellect. also imply 
im|iosing a mor.iioiuum on .ill ol die 
necessary mioim.iiion on vviin.li rational 
decisions niighi he based The piobicm is 
th.it'^suth |iio|eits ol this scale, die only 
w'.iy lo gcnei.ilc the required inlomi.ilion 
IS through ex(vermienl.ilion on |>rogressivelj 
largci sc.iles. In this conlexi, .1 nia|or 
ciiticism ol the cuireiii scheme is iliai 11 
|vio|)oses running ihc .•xperimeiu 
iiiimcdi.itclv on die laige.st si ale im.iginahle. 

Aldioiigh preiaiitionaiy (hiIicics do not 
iictess.inly imply mi|vosnion ol a broad- 
based development nior.itoiium. they do 
imply an apivioacli dial will likely lelv on 
a larger numbei ol small (iroieits li is, 
moreover, acknowlcdgevl that the 
consiiuclion costs of such smallei (nojects 
may be greater than that ol (he currently 
proposed scheme. The issue here, of 
course, isthaismhhighercostsarejustilied 
bcc.iuse ol Ihe llexibrlity and options 
|)iov ided by such an approach; concurrent 
monitoiing of envii'onmenlal and social 
conditions will indicate whether 
development can progress more or less 
rapidly. Although, historically, large-scale 
developments may have been favoured, 
there is increasing evidence in India that 
smaller-sciilc ap|>roachcs can also he an 
important development strategy where 
critical eiivironment.il or .social is.sues are 
concetned. hor example, almost Rs .W,(XX) 
crore has been committed within central 
and stale budgets lo impretving renewable 
energy development during Ihe ongoing 
Eighth Five-Year Plan.^Cuvcn that large- 
scale development potentially threatensihe 
ceologieal integrity ol the entire Narmada 
River hasin. perhaps such smallcr-scale 
approaches arc also more appropriate i<> 
Ik' Narmada Valley. 



|\n vaitior o 1 ihi^ iMiKr wiis piv'cmi’ii ' 

lo 'Ihe Narni.id.i httiutu' Woikxlmp on ihc 
S.iiitKMlii Sa*.Mr .iiul S.irdar S.iitoai'. konvcncil 
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Feminism at the Margins of Anthropology 

Kamala Gancsh 


THK responses lo Dipnnknr Giipij s 
’Fcminiriealioiiol Theory'(March 25) 
iiiive eomprehei.sivcly hiiihlighied the 
cxiremesclcetiviiyol hiseilatinn.soriemini.st 
sludics to make sweeping generalisations. 
In particular he has ignored the thrust of 
women's studies in India which has not only 
been aleit throughout to the need loi linking 
activism .ind academic woik. but also been 
wary ol any extreme descent into pic- 
cioiisness or csotcrism I would here locus 
only on his trcaiinenl ol anthropology .ind 
postmodern anthropology (or the new' 
ethnography', as it has olten been releried 
to) and his silence on conlempoiai y leniinist 
.inlhropology Gu|iia aigucs ihal more than 
any other social science discipline, 
anthropology by its very nature is particularly 
hospitable to posimodein tendencies and 
that "it IS not at all surprising that lemmists 
should borrow Ireely from this discipline, 
either Irom within or without" Onenatur.illy 
presumes that he will follow- this up with 
examples Irom and analysis ol leniinisi 
anihropology/anihropology ol gender/ 
anthropology ol women (I am using the 
terms interchangeably) and with specilic 
examples ol leininist (non-anihropo|cigical) 
studies that have borrowed Ireely Irom 
anthropology One wails in vain lixccpt for 
a passing reference to Mascia-I.ees et al 
(1989) who in tact have developed in great 
detail an argument on why feniinist 
anthropology is incompaiibic with post¬ 
modernism. there is no substantiation of 
what IS surely a major peg m his argument 
Gupta’s charactensatton of the discipline 
of anthropology is as totalising and ahistorie 
ashis characterisation ol leminism. He seems 
to be ignoring the serious changes within 
the discipline in its different phases. 

On the one hand, he argues that the field 
of the anthropologist olten loses its 
objectivity, since nobody else is likely to 
ever go to the same locale and challenge his 
research. This is a moot point. Shostak who 
worked among the IKiing records that she 
had been preceded by several succeeding 
waves of anthropologists; Margaret Mead's 
material and interpretation have been 
challenged by Derek Freedman who went 
there years later. Fields arc finite entities and 
cannot remain endlessly pristine for 
general ions ofanthropologi.sts. Gupta’s point 
has some validity for the early phase of the 
discipline, but then all the more rea.son why 
.such unchallengeable anthropologists "in 
some dank and dreary rain forest" would 


chum scicniilic validity for their data rather 
than call it 'fictions’ or 'creations of the 
mind’ (thus undermining their own work at 
a stage when postmodernism was not yet an 
attractive option and scientilicity was at a 
premium). The choice of metaphor, poetry 
.ind literary nope would be the convenient 
stance (I (one w.inis to label it as pure st.incc) 
if others have written about the same held 
and do ihallcngc him This then would be 
,illraclive in ,i l.iter (more contemporary) 
phase ol anihiopology rather than an earlier 
one. during which, in l,ict, .inthropology 
with Ms lour field associations’ (physic.il 
anthropology, an h.ieology, linguistics and 
cultural anthropology) had greater claims on 
scicnliricity than other social sciences 
Though there is a trend m anthropology 
towards disclaiming scicntilic objectivity 
(lor example, a big debate is going on 
currently ,ind inconclusively in the pages ol 
Ainfiii nil Aiu'hroiwlogist). it should not be 
oveiestimated Even so, such as it is. why 
IS this trend (now) apparently stronger in 
anthropology'' It is not Ihal the anthro¬ 
pologist's ficHd IS somehow more subjective 
than Ollier social sciences In part, it is the 
disciplinc’sdislmcl methodology of intensive 
lieldwork with paiiicipani ob.servation, and 
Its typical vantage point perched at the 
holders of two cultures that brings out in 
a rawer and more dramaiic way, the 
difficulties ol looking al caiegoiics in the 
held through categories derived from 
ac.idcmic disciplines (and the vantage point 
does not necess.irily or completely disappear 
when the researcher and the researched 
belong to the same broad culture, since the 
lormer is still formally trained in the 
discipline’s characteristic mode). This 
problem is not absent in other .social .science 
disciplines but gets masked due cs.scntially 
to the more locused and specialised nature 
of their ga/e. though the field is the .same: 
one’s own or ’other’ cultures and s«K-ictics. 

The ’blameyourowndiscipline’ .syndrome 
in anthropology is not derivable from 
postmodern ethnography. It arose in the 
very definite context of decolonisation. 
Critical anthropology, and later 'action 
anthropology’ that grew from it have brought 
lo aticnlion the apolitical surface of the 
discipline which allowed it to gloss over the 
wider context of inequality in which 
researcher-researched rclationshipsoperatcd. 

I For sharply articulated di.scussions, sec Asad 
1973, Gough 1968 and 1990, Huizer et al 
19791. The nbt inconsiderable phenomenon 


of ’native' or ’indigenous’ anthropologists 
looking at theirown cultures or those within 
their national borders, with its potential of 
bringing in polyvocality to the earlier 
situation of the monopolistic authorial voice 
over IS not always explicitly or sufficiently 
.'icknowledged within the discipline. But it 
did create pressure points and marked a 
critical transition in the di.scipline’s self- 
perception. 

The new ethnography represents onl^ one 
strand of this transition and development. 
Its primary focus is seen as the interpretation 
ol the text and constitution of ethnographic 
authority as subjective and contested. There 
has been sharp criticism about its lack of 
concern for relations ol power and politics 
I lor example, sec Keesing 1987 and Scholte 
I987|. Indeed, the postmodern turn in 
anthropology has been seen as a defensive 
response to the displacement of the 
singularity ot the male white anthropologist 
by not just the indigenous but the feminist 
anthiopologisi as well (Bell 1993:7], 

Given feminism’s and feminist scholar¬ 
ship’s overall onentalion towards looking 
at social re.ility from a gendered perspective, 
tow.irds loctising on power relations, taking 
sides .ind acting for the transformation of 
women ’ s SI I u.it ion (and will le I here arc many 
I icrce, internal debates over what constitutes 
valid action and intervention, there is abroad 
consensus on the need for it), there is a 
.serious contradiction in equating it in lolo 
with postmodernism. The striking com¬ 
monalities lie in the project of dismantling 
ol ’objectivity’. But the routes taken by the 
two streams are distinct and independent 
(and not one of the latter yielding to the 
lonncr’sdircctives.asGuptaputsit). Having 
arrived at an awareness of the importance 
of subjectivity in knowledge through the 
experience of being dominated, presumably 
further development in feminist studies may 
be along distinct routes too. Consciousness- 
raising through sharing of personal 
expencncc of discnmination as well as shared 
endor.semcnt of the significance of the small 
and micro level pr<x;e.ssesof ‘women’s world’ 
(while demonstrating the lopsidedness of 
objectivity as another name for male 
subjectivity) arc too rooted in the daily grind 
of the real world to be postmodern in the 
currently accepted .sense. 

But to bring the discussion back to a 
disciplinary base, anthropology of women 
is not a recent area of research, nor were the 
earlier phases necessarily uninformed by 
feiijinist questions. Margaret Mead’s woik 
is often seen [as. for example, by Sanday 
1990:23] as a forerunner to later feminist 
inquiries. Some of her contemporaries like 
Phyllis Kaberry and Audrey Richards also, 
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and 'What was cdnsiddred w be 'wbmen’i 
sphere*: the label was a subtle way in which 
their 'protofeminist' insights on cross- 
cultural differences and similarities in the 
position of women were excluded from 
serious incorporation within the discipline 
(see Gladstone 1992). A more systematic 
and theoretically grounded critique of 
patriarchy was developed in the 1970$. It 
focused sharply on androcentrism but was 
not equally categorical about eurocentrism. 
[For a compact reading list, sec Bulbeck 
1991). While there were two somewhat 
opposed positions on the issue of female 
subordination-universal versus historically 
evolving subordination - both were 
preoccupied with power relations between 
men and women as undifferentiated 
categories, and a casti ng of women as passive 
acceptors and victims. In current research 
assumptions and approaches of mono- 
causality have largely disappeared, and 
differentiation of the category of ‘woman’is 
very much on the agenda. Yet the earlier 
approach gave way to this one with rapidity, 
with internal linkages, through the weight 
of Its own logic, and through engagement 
with concrete issues of cultural difference 
which were focused on by non-white 
feminists from the west and third world. 
Often the same people transited Irom one 
to the other position (see, lor example, 
reflections by Schrij vers 1989 and Wici inga 
1990). In any case, they definitely stood 
on the shoulders of the earlier generation 
and that before it, sharing much in common, 
even though differing in certain respects. 
That is to say, contemporary feminist 
anthropology has a double dc.sccnt from 
feminist movement as well as anthro¬ 
pological concerns and cannot be severed 
from its predecessors in the same genre. 
It is not derivable from postmodern 
studies much less postmodern ethno¬ 
graphy. This, not-withstanding undoubted 
isomurphi.sms. 

The areas where recent writings in feminist 
anthropology appear to be close to the new 
ethnography are in the greater consciousness 
of the need for reflexivity and dialogue in 
the mode of doing as well as writing up 
ethnography, a recognition of the subjective 
nature of the fieldwork process, stress on 
difference and experimental knowledge and 
on experimental writing of the ethnographic 
text so as to reflect the presence of the 
potential readers as well as the writer in 
addition to the ‘field’. The point has been 
made strongly (by Mascia Lees et al : II. 
but also, for example by Bell 1993, and 
Jennaway 1990] that feminism has anti¬ 
cipated by over two decades several things, 
that postmodern ethnographers are saying 
now: that cidture is composed of seriously 
contested coefes of meaning, that language 


instruction of the other bhtails relations 
of domination. But neither postmodern 
ethnography nor mainstream anthropology 
acknowledges it, much less engages 
explicitly with it. which fact itself ought 
to alert us to some principles inherent in 
a feminist position which militate again.si 
its subsuming in either of the two. Caplan 
(1992: 85) makes the point that in Wntinfi 
Cultures, a major text of postmodern 
ethnography, the introduction cites 
Shostak's ‘Nisa’ as an example ol experi¬ 
mental writing but has not included any 
femintst contribution as a paper in the 
volume: a typical left-handed compliment. 

The compatibility of anthropology and 
feminism it.scif has been the .subject ol some 
debate. .Strathern (I9K7), lor example, ha.s 
argued at length that the self ot each is 
constituted by a ditlerent kind of ’other’ and 
hence that there arc irreconcjl.ibledil lerenccs 
between the two. Feminist anthropologists 
have been conscious of its marginalisation 
in the academy, i c. within mainstream 
anthropology. Whereas other disciplines 
have used anthiopological material and 
insights on women enthusi.'istically. within 
the discipline itself, it gets no more than a 
token bow. It has been allowed toexist, they 
feel, but not |x;rmeaic the academy (see 
especially Caplan 1992 and Jennaway 19901. 
The latter points out that this is in contrast 
to the relative ease and seriousness with 
which postmiidem ethnography has been 


and suggests ifiat tbe rcasixts tnay bavtj .tQ 
do whh the fact thiU anthrojxrlogy cominues 
to be underpinned by a ‘paradigm pT 
mctathcory which takes a.s axiomatic the 
possibility of a neutral epistemology that 
posits the existence of a realm of pure logic 
in which cultural abstractions can be made 
amenable to scientific validation. Feminist 
anthropology rocks this particular boat in a 
way that postmodern anthropology does not 
since the former implies a radical reordering 
ot social relations and the latter only a 
paradigm shift According loCaplan (1992). 
the critical distinction between feminist 
.mihropology and postmodern ethnography 
lies in the former’s insertion of the political, 
and its sensitivity to power relations, a 
consciousness that is heightened (though 
not nccessnly created) by women's experi¬ 
ence as subalterns. 

There is ol course ;i fierce debate within 
lemimsm about the ‘women as women' line 
ol argument and about the viability of 
solidarity and sisterhood. It is a complex 
issue, difficult to take positions on, but one • 
could in a limited sense, sec a certain genre 
ol writings of (in the main) women 
anthropologists (not necessarily feminist) as 
containing elements that have given- 
anthropology Its dialogic and reflexive 
orientation. 

The reflexive tradition in anthropohigy is 
best expressed in the 'fieldwork account', 
that companion volume to the ’real' study 
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An Open-end Growth Fund with 
accent on Primary Equity 

-- 


Thf f'und launchod in Apn! '95 iv'>[ viis for s.ilo 
now .itUT loik-in pctioii of 9C Jin'., ''.lii,- iinJ 
ri-piin.h.isc' of units at NAV lia.sal price. 

Salient Features 

Mimiiium mvestnient of 200 unit.s and in 
multiples of i 00 units rlu‘re;ilrer • No maximum 
limit • ‘>0% o( the funds utlleetev) will K- ineesteel 
in e(|iiit> anil eiiuit> relaud instruments Of the 


funds mobilised in the initial otter period, upto 
50% haw been earuTiarked for investment in 
primary eeiiiity • Any lonx term e'apital nains 
arising' our of the Fund will he subject to 
tre.itment indic.ited under Sections 48 and 112 
of Income Tax Act, 1961. 

For further details, please contact your nearest 
l.'TI branch, (.'hief Representative or AKcnt. 



UNIT TRUST OF INDIA 

For your better tomorrow 

All investments in mutual funds and securities are subject to market risks and the NAV of schemes may go up or down depending upon 
the factors and forces affecting securities market. Past performance is not necessarily indicative of future results. Primary Equity Fund 
is only the name of the Scheme and does not in any manner indicate either the quality of the Scheme, its future prospects or returns. 
There .is no guarantee that the Fund's objectives will be achieved. Please read the offer document before investing. 









■ SECULARISM: UMITSOF 
HEROIC THOUGHT 


■ NEW BANKING CULTURE AND 
SMALL BORROWER 



A Good Business Coluboration Is Like A Handshake. 

There Is No Upper Hand. 



Today's business environment is 
one of global interaction and cross-border 
affiliations Companies with a common purpose 
and direction, quick to join forces And yet, 
what defines a perfect business collaboration ’ 


Styles that emphasise on quality of 
the highest order That lay stress on beiiig 
concerned on the customer's behalf, for 
his time and money And that mculcate 
professionalism within the organisation. 


At Colour-Chem, we believe it is a relationship 
of equals Just as the one we share with our 
global assoc lates-Hoechst AG, Germany 

As a result of this relationship, Colour-Chem has 
access to world-class technologies, a reach into 
international markets and radically different 
management styles 


Tixiay, Colour-Chem is a Company that is 
on the move With an established presence 
in domestic and foreign markets, and new 
honzons to conquer 

We are confident that we will make it happen 
with our partner in progress-Iloechst AG. 
Because ours is a relationship of equals • 


Colour Chem 


Subsidiary of Hoechst AG 
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Economic Reform and Rate of Saving 




The behaviour of domestic saving has been one of the key issues in the 
current debate on the process of adjustment in the Indian economy 
following the market-oriented policy reforms initiated in 1991. An 
important objective of the reform process is to improve the balance of 
payments position without sacrificing output growth. The attainment of 
this objective depends crucially on an improvement in the savings 
performance of the economy. Viewed in this context, the decline in 
the saving rate since 1991 is a matter of utmost concern and 
deserves careful examination. 2184 


Urban Planning for Delhi 

The interval of almost a decade between the termination of the first Master 
Plan of Delhi (1962-81) and the beginning of MPDII has been a major factor 
in the unbalanced spatial expansion of the Delhi Urban Agglomeration and 
the further growth of a large number of unauthorised colonies, squatter 
settlements and slums. A review of the current status of urban and 
regional planning for Delhi and the National Capital Region against the 
background of these developments, the nature, objects and strategies 
of the two plans, the relationship between them and the adequacy 
of the (wo plans in meeting the objectives set for them. 2191 

Secularism: Beyond Heroic Thought 

The sociological di.stinction between secularisation as a social process and 
secularism as an ideology is important. The usefulness of this distinction is seen in 
..regard to the minorities question: secularism as ideology divorced from the process 
of secularisation contributes to the process of minoritisation, leaving the door 
open for its stated enemies to function legitimately in the political system. 2203 


Failed Ploy 

The prime minister’s attempt to 
bring the Planning Commission back 
to life by calling a meeting of the full 
Commission was part of his desperate 
efforts to win back lost political 
support through populist gestures. 
but it backfired. _ 2160 

Checking Malaria 

The 1994-95 malaria epidemic in 
many parts of the country were 
undoubtedly a result of the 
breakdown of the administration of 
the National Malaria Control 
Programme, but the new action plan 
adopted recently introduces new 
technical features without tackling 
the administrative problems. 2172 

New Banking Culture 

The new banking culture nurtured 
by the economic reforms is alienating 
not only the small borrower but 
also the small saver. _ 2169 

A Setback 

The CPI(M)’s attempt to take the 
^ofTensive by paganising a ‘victory 
rally’ notwHhitanding, the results of 
the GdPunA civic Section, like those 
of the earlier municipal dections 
throughout the SMte. have been a 

Un ; 


Negative Lessons 

in the sphere of centre-state relations 
what we have now is an altogether 
new ball game. Iftherc are lessons 
from the past, they are about how 
not to mishandle problems. 2175 

Uniform Civil Code 

Different ethnic, religious and 
linguistic groups have dinprent 
traditions and cultures and their 
personal laws are based on them. 

Any uniform law will have to 
accommodate these diversities. 2165 

Agenda for Beying 

Women the world over are concerned 
that the Beijing Conference should 
not remain only a meeting point in 
the history of women’s strug^es 
enhanced by the characteristic 
celebratory span, but also be the 
time for genuine and committed 
negotiations when governments will 
set in motion policies and actions 
which will secure the advancement 
of women as equal social,and 
political citizois. _ 2162 

Autonomy Only Solution 

Only stq>$ towards autonomy backed 
by credible guarantees will provide 
a lasting solution to the problem 
.iaK«dH>iiL 2147 



LETTERS TO EDITOR 


Public EnterprisejS and 
Bureaucracy 

IN my letter (April 29), I concentrated only 
on those aspects of Ramaswamy R Iyer’s 
comments (Augitst 20, 1994) on my paper 
(May 28, 1994) which specifically concern 
my paper. I naturally did not comment on 
the unsubstantiatcd/irrelevant observations 
made by him but only gave some examples. 
Iyer rc.sponds (June 24) by claiming that “I 
stand by the truth of that account” and by 
asking "what power can truth' or logic or 
reasonableness have over an obstinate 
adherence to myth and fable”. What he now 
actually offers as evidence in support of his 
statements is that he has received “confir¬ 
matory and appreciative letters from acouple 
of distinguished contemporary observers/ 
actors”. Henceforth one need not substantiate 
what one says: it seems it is enough to keep 
track ol the number of confirmatory letters 
recciveil! F-ollowing Iyer’s style, I am 
prompted to say ‘ama/ing performance’, 
but iinlikc him I am not left speechless. I 
really do not expect much from some of our 
■senior' bureaucrats We are aware of their 
culuirc to consider what bothers them as truth 
anil what others say as myth. Iyer ignores 
that Ills account is not the only one known to 
ill!' I caders. As mentioned in fixMnote number 
' inm> paper, my discussion on the Planning 
.mil Development Division of the Fertiliser 
("orpoMiion of India (P and D), which 
iniidemall> is only a very small par' of my 
p.iper. IS based on two studies. Neither of 
ilicse studies supports what Iyer says. 
Heiween these two studies and what Iyer 
s.iss, I have no hesitation in accepting the 
toinici because the opinions expressed are 
consistent with the logic and facts provided. 

In in> p.ipcr. I did not .say that planning or 
piibliccnierpri.scs in India have not achieved 
anyihing In the very first paragraph 1 pointed 
out ih.ii some PF.s. e g, BHEL, have 
signifii.int .ichievcments to their credit. 
But I Old s.iy (Which I think is generally 
agreed) that the performance of the PEs on 
ihe whole has been less than their potential 
and below the expectations with which they 
were .set up. Without the industrial policies 
pursued particularly in the 19S0.s and 196()s, 
many of the PKs would not have existed 
today. But after being set up, if these PEs 
had received greater attention and support 
from our policy pl.inncrs, then they would 
have been much stronger today. In fact, 
following the logic that xcro is greater than 
a negative number, if some of our decision¬ 
makers in New Delhi in the later period had 
shown less ‘interest’, if they had left matters 
to people who understand technology and 
believe in indigenous development, then 
ihe situation would have been far better. 

Iyer tries to defend the decision to go in 
for the I.3S0TPD ammonia plants initially 
by mentioning that the secretary (chemicals 
and fertilisers)... “agonised for a long pcriixl 
over the choice...” and now by observing 


that the induction of these plants was quite 
smooth and they did not experience any 
special problems in commissioning and 
thereby implying that if P and D had been 
given the responsibility then 'endless 
troubles’ would have been faced. What P 
and D was trying to do was something new 
for an indigenous enterpnse in a third world 
country. Naturally, problems arc not 
unexpected particularly when compared 
with the much more experienced 
international oiganisations. We believe that 
with proper .strategic planning and support, 
P and D had the potentiality to become an 
internationally competitive organisation. 
Such planning and support however were 
absent. In fact there was a lot of opposition 
toPandD. In view of the promise shown by 
P and D and the statistics quoted in my 
paper that 1,350 TPD plants were even 
internationally not the standard si/.e and 
that at 80 per cent capacity, the sm.ill'V 
plants can be more cost effective, I think I 
am justified in questioning the moiivaiiop 
of the decision favouring the 1,350 TPD 
plants. I repeated these statistics in my l.ist 
letter, thinking that Iyer had missed the 
relevant fixunotc in my paper. In his latest 
letter too he is totally silent on these 
statistics Obviously he has more confidence 
in his opinion than in h<ird facts. 

Iyer accuses me of sweeping generali¬ 
sation. Let me again reiterate that I did not 
say that ail burcaucrats/lcchnocrats join 
World Bank/TNCs or that they do not pursue 
national interests. But I do believe that some of 
them, whether they Join World Bank, etc, or 
not. do not pursue national intcrest.s. 

SuDiP Chaudhiiki 

Calcutta 

Dissolution of Orissa 
Local Bodies 

THE dissolution of the elected bodies of the 
panchayats and municipalities by the Onssa 
government on August 2 is a blatant attack 
on democracy at the grass roots level. 
Elections were held to these bodies in 1992 
and they had a legal tenure of five years. 
The recently elected Congrcss(I) govern¬ 
ment of Onssa has taken a partisan decision 
to disband these bodies evidently because a 
little over a majority of them had Janata Dal 
in power. The habit of dismissing opposition 
party governmen's at the lower level has 
caused havoc with our democratic process. 
In a multi-party system each party in power 
has toco-exist with the others and politically 
compete with them at the legitimate time. 

The Orissa government invoked Article 
243N in case of j^e panchayats and 243ZF 
of Ihe Indian Constitution for Ihe 
municipalities and got a resolution passed 
in the stale assembly saying that the laws 
under which these bodies were operating 
were inconsistent with the 73id and 74th 
amendments and therefore they be 
di.ssolved., The publicly slated reason is 


hardly convincing because even the 
Congress(l) government at the centre had 
not pointed out the alleged inconsistency 
after the constitutional amendments. In fact 
the state law was modelled after the central 
draft which was already circulated. 

It should be pointed out that unlike under 
Articles 243E and 243U there is no reference 
in these provisions to holding fresh elections 
within six months of the dissolution. In 
other words there may not be any elections 
to the panchayats and municipalities in 
Orissa tor im indefinite pcriiHl This is ir. 
clear violation of the spirit of the Constitution 
73rd and 7‘t th .imcndmcnts and the provision 
243E and 2431) It is sad tha*. period of 
experiment in democratic decentralisation 
with onc-lhird representation lo women and 
other siaiuiory loriiis ol reservation has 
been cu: short abruptly. Onssa which look 
pride in pioneering panchayali raj in the 
new phase has slipped ba k once again lo 
the era ol suspended instilulions and 
irresponsible governance 

We call upon democratic forces all over 
India to protest against this decision and 
help people ol Orissa in their struggle for 
p.inchayali ra). 

l.C Jai.s, Rajni Koiiiari, 
Manokanjan Moiianty, 
GiioKCb Mathew 

New Delhi 

Indian Entrepreneurship 

NASIR TY.^HJI’s article (July 29) made a 
refreshing change in the EPW agenda (July 
29). I was under the impression that earlier 
than Ihe establishment of the government 
lndu.strialltislitule in Madras in I9l9.similar 
efforts were in progress in the north at 
Modinagar, Kanpur, Calcutta and Benares. 
Manufacture of boiled linesced oil. an 
important raw material for the production of 
printing ink and paints and varnish was 
taken up by industrialists like Gujar Mai 
Modi, Juggi Lai Kamlapali Singhania and 
some Bengali entrepreneurs in Calcutta and 
Benares. Eminent industrial chemist P C 
Ray also inspired Pandit Madaii Mohan 
Malviya and one of the important activities 
in those days at Benares was the manufacture 
ofboiled linseed oil, neem soap and washing 
soap free from animal tallow. These were 
based on Indian know-how. 

It would indeed bequite useful if someone 
undertakes a study of such historical 
technological developments. I suspect that 
such industrial activity motivated Raja 
Baldev Das Birla to undertake the packing 
of meat to meet the armed forces’ demand 
during the second world wUr. In those days 
this created a stir in Marwari society - that 
Birlaji should do this kind of work for 
money. Malviyaji did not di.sapprove and 
helped in arranging finances from the 
maharaja of Baroda. 

S K Shakma 

Delhi 
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Farce of Drug Control 

T he Drug Controller of Indiaconstitutes the final authority 
on the manufacture, sale and promotion of pharmaceutical 
pnxiucts in the country. For aiding the controller and for the 
implementation of the Drugs and Cosmetics Act, 1940 two 
technical bodies are constituted, the Drug Technical Advisory 
Board (DTAB) which advises the state and central governments 
on the technical aspects of enforcing the act and the Drug 
Consultative Committee (DCC) to render advice to the 
governments and the DTAB. While the former is expected to 
give expert technical advice and therefore comprises technic¬ 
ally competent personnel such as the directors of the Central 
Drug Laboratories, the various research institutes, the prc.si- 
dents of the pharmacy and medical councils, rcpre.sentatives 
of the Indian Medical and Pharmaceutical As.sociations and 
the Indian Council ot Medical Research. In other words, the 
DTAB and the DCC arc authoritative statutory.cntilics invested 
with expertise whose advice, it would be presumed, is needed 
and heeded by the drug controller, except where administrative 
problems prevent such acceptance. 

About 15 years ago, the Drug Consultative Committee, on 
the advice of the DTAB. had recommended that several 
catcgoriesofharmiul/irrational fixed dose drug combinations 
be weeded out. The health ministry in a gazette notification 
of July 23, 1983 banned 22 of these categories. The date is an 
important one in the drug consumer activists’ notebook, for 
the ban, challenged by drug companies at numerous levels 
and in different courts in the country, is yet to be enforced. 
Interestingly, industry’s objections to the ban in most cases 
in court, had not questioned the experts’ basis for banning the 
drugs. Many ol these products had already been withdrawn 
in other countries by the companies themselves, standard 
textbooks and sources acknowl^ged that all of them were of 
doubtful efficacy, some were even dangerous and most of 
them had been recommended for withdrawal by several 
reputed authorities abroad. Faced with this state of affairs, the 
Drug Action Forum, Karnataka, a couple of years back 
petitioned the Supreme Court seeking implementation of the 
ban with the added plea, in a co-petition, to expand the list of 
harmful/irrational drugs to be banned. Given that this required 
a technical review of the ban list and Udeing into account the 
consumer movements’ criticism that the DTAB had not 
given sufficient weightage to consumer needs, the Supreme 
Court instructed the DTAB to co-opt three experts of 
independent standing in late 1994. 

What has happened subsequently is a mockery of the 
independent authority vested in tte drug con^iler to regulate 
and monitor the produetkm and sales of drugs in a manner that 
they benefit the large tnass of the peqile. In a detailed note to 



the Supreme Court, the three co-opted members have pointed 
out the errors of omission and commission on the part of the 
drug controllerwhois responsible for convening andconducting 
the meetings of the DTAB. The note points out, for instance, 
that the briefs prepared for the DTAB members were never 
sent to the co-opted members before the meetings; while the 
material submitted by the drug companies was circulated 
among the members, the petitioners’ contentions were 
unavailable; remarks made by the three members were 
selectively incorporated in the minutes of the meetings in such 
a way that they appeared to support the views of the drug 
companies. For instance, one of these members had opined 
that of the six drugs being discussed, two perhaps need not be 
banned. The report on the meeting deliberately left out the fact 
that the member had supported the move to bw the four drugs. 
Distortion of opinions has also occurred on the issue ot the 
need for fresh clinical trials, which the drug companies had 
stated as being necessary in ordertoassess the drugs’ relevance 
and efficacy. Curiously enough, the drug controller appears to 
have raised no objection to the fact that in the volumes of 
material submitted by the drug industry there was not a single 
quotation from a standard source and, further, that a large 
proportion of the material was irrelevant to the drugs under 
discussion and. even more interestingly, large sections were in 
German with no translations provided. In general, most of the 
references provided were from stray research studies, often of 
doubtful veracity. 

It is not that the Drug Controller of India or his counter¬ 
parts in the states have ever been held up as models of 
efficiency or objectivity. Nor have their offices been known 
for their committedness to the welfare of the pet^le. ’The 
Lcntin Commission, whose excellent report arid extensive 
recommendations on the reorganisation of the Maharashtra 
state drug control authority have long been mothballed, had 
exposed the deep-rooted influence that drug producers have 
over the drug control authority. That the proceedings of the 
first and only public enquiry instituted by the DCI, again at the 
instance of the Supreme Court, on the issue of the estrogen- 
progesterone combination drugs were structured deliberately 
to favour the drug companies hardly needs to be recalled. If 
texlay India has this lar^ array of unwanted, unnecessary and 
irrelevant but extensively promoted, advertised and marketed 
drugs which conuibute to the spiralling private medical 
expendiuires, it is a measure of the gross dereliction of duty by 
the drug control authority. And it is most unfortunate that the 
only agency today which may bring a semblance of balanced 
functioning to the DCI is neither the political nor the executive 
auUKXity, but the judiciary. 
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PUNJAB 

Limits of Patch-Work 

THE assassination o( the Punjab chief 
minister. Beant Singh, carries a lesson which 
goes beyond the narrow concerns for security 
of VIPs. The more fundamental issue of 
how lo deal with armed militancy that is 
rooted in popular grievances has resurfaced. 
The bomb that killed Beant Singh has also 
blown lo smithereens the assiduously 
cultivated myth that unfettered strong-arm 
tactics arc enough to finish off insurgency 
in any part of the country. KPS Gill, the 
Punjab director general of police, who has 
been the main architect of (his myth, was 
given a free hand by Beam Singh as 
demanded by him. Gill and the chief minister 
have been patting each other on the back 
all these months claiming that peace 
had returned to the strife-torn state. But 
Thursday’s event proved that it was a 
deceptive peace. 

It IS apparent now that what Gill had 
managed lo bring about during the last three 
years (since Beam Singh’s assumption of 
chief ministership) was a temporary lull on 
the terrorist front, by forcing some ot the 
terrorists to lice Punjab and take refuge in 
neighbouring states, and others to lie low. 
The main victims of Gill’s anli-tcrrorisi 
drive have been, as usual in such operations. 
inniK'cnt men and women of Punjab villages 
- as evident from frequent reports in the 
press and by human rights groups. It seems 
that taking advantage of the complacency 
fuelled by the lull, the terrorists - or at least 
one group (the Babbar Khalsa International 
which h.is owned up lo the killing) - have 
regrouped themselves to strike back. The 
fact that the blast could lake place inside the 
high-security precincts of the secretariat 
indicates the extent to which the group 
could infiltrate into Gill’s own security 
apparatus. 

in (he Indian situation, peaceful attempts 
at governance by the civil administration 
and coercive efforts to impose law and order 
by the police and military arc both equally 
vulnerable to perversion. Just as corrupt 
politicians and bureaucrats can buy their 
way out of thccourts, terrorists and mi litants 
can buy their way into high-security areas - 
reducing the entire strategy of VIP-security 
to futility. As long as the political system 
and (he administrative structures continue 
to wear thin and crumble, no amount of 
patch-work by the centre can change the 
ground reality either in Punjab or Kashmir. 

The assassination in Chandigarh must 
have upset the centre's plans for Kashmir. 
The Punjab experiment - an elected minis¬ 
try (in spite of a poor turnout of voters and 
boycott of (he elections by the Akalis, the 
main opposition) followed by a combination 
of tough anti-terronst steps and placatory 
economic measures to bring about a 
semblance of peace and pnrsperity - is 


being peddled by Narasimha Rao as the 
model for Ka.shmir. With this objective in 
view, Rao is planning to hold elections in 
Kashmir at the end of this year. If he can 
pull off the deal in Kashmir, he hopes to use 
it as a feather in his cap in the coming Lok 
Sabha elections. 

But Beant Singh’s assassination, apart 
from creating (he immediate problem of 
deterring candidates from jumping into the 
election fray in Kashmir, should serve as a 
warning to the centre against its propensity 
towards cosmetic solutions of deeply 
entrenched political and economic 
problems. A hurriedly manipulated election, 
followed by the continuance of repressive 
policies (legitimised by so-called repre¬ 
sentatives of the people), can sweep under 
the carpet popular discontent and other 
problems for some time. But (hey will erupt 
into morbid bursting carbuncles on the hcxly 
politic every now and then at unpredictable 
moments, as happened in Chandigarh. 

KERALA 

Clinging to Privileges 

IN Kerala the dominant political view being 
taken is that the backward castes, including 
the scheduled castes and tribes have to be 
.specially provided for in appointment to 
government jobs and promotions in addition 
to admissions to educational institutions, 
regardless of whether the beneficiaries of 
such reservations belong lo the ’creamy 
layer’, the htyer of those among the backward 
castes and classes which has already made 
good economically This view prevails 
among almost all political parties (there is 
no dearth of them in the state) except the 
CPI(M), a party with a major popular base 
no doubt. Given the prevailing view and the 
arithmetic of the partywisc distribution of 
scats in the state assembly, it should nut 
surprise anyone if the bill before the special 
assembly session to continue the existing 
reservation system, nullifying the Supreme 
Court order to the state to exclude the 
creamy layer, goes through. The statement 
of objects and reasons appended to the bill 
justifies the continuation of the existing 
rc.servation system on the grounds, first, 
that there exists a creamy layer among the 
backward castes and classes which has 
acquired the capacity to compete with the 
forward castes and classes and, second, that 
the ifackward castes and classes arc still 
under-represented. 

It is noteworthy that in both these 
arguments there is nothing really new that 
the present UDP administration in Kerala 
and the supporters of the move within even 
the opposition LDP are advancing. Denial 
of the existence of a creamy layer among 
the backward castes and classes, and that 
too in a stale such as Kerala, is a charade. If 
there is one state where many among the 
backward castes and classes o^r than the 


SCs and STs hitie benefited etiarinousiy 
and risen substantially in the income scale, 
it is Kerala and the state should be proud 
indeed of this achievement instead of 
denying it. The reality is sought to be denied 
by political parties only to retain theelectoral 
support of the articulate elite among these 
castes and classes who simply do not want 
to share the spoils that have nurtured them 
with those among them who have been 
denied the bencfilsof the rc.servation system. 
In this context, it ought to be noted that even 
the CPI(M )'s position is not totally in favour 
of abiding by tbc Supreme Court judgment 
on the issue. Its position, simply stated, is 
that while reservations should stay.thc first 
claim to them should be of (ho.se among the 
backward castes and classes who arc not 
from the creamy layer. Only if no one emer¬ 
ges from the non-crcamy layer should the 
job, promotion or admission go to the creamy 
layer belonging to these castes and classes.. 
.So even the CPI(M) position accepts the 
continuation of reservation for the creamy ’ 
layer; it only prioritises the choice within 
the backward castes and classes (this is not 
what the Supreme Court intended). The 
other parties arc oppo.scd lo even this 
prioritisation within these cin.s.scs. Why? 
Obviously, the creamy layer wants to hold 
on to its privileges. 

CRIME AND POLITICS 

Diversionary Tactics 

WE did not need to be told how serious the 
criminal-politician-burcaucrat nexus is by, 
of all bodies, the Vohra committee - which 
has not dared even lo mention the names of 
certain former chief ministers and politicians 
who.se camaraderie with underworld dons 
is an open secret and some among whom 
actually figure in police diaries. The 
profound discovery by (he committee that 
crime syndicates and mafia organisations 
in various parts of the country have 
established linkages with government 
functionaries and political leaders had long 
ceased to be news for the average Indian 
citi7.cn. The people's daily experience in 
different states, and under political regimes 
of every hue. has forced them to accept 
criminalisation of politics, in much the 
same way as they have learnt over the years 
to take in their stride things like nepotism 
and skulduggery by ministers, racketeering 
by politicians whom (hey elect to state 
assemblies and parliament and bribery 
among government officials whose palms 
have to be greased to obtain services which 
in the normal course should be available lo 
every citizen as a matter of right (such as 
free medicines in primary health centres in 
villages or telephone connections in cities). 

Given this situation, the Vohra 
committee’s report - if we accept the home 
minister’sclaimof its having been presented 
to parliament without any expurgation (as 
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squib, the tnsipidily of its contents makes 
one wonder why the ruling party had been 
sitting tight on it for the last two years. Set 
up by the government in the wake of the 
1993 Bombay blasts, the committee had 
come out with its report quite some time 
ago. The recent revelations about a Youth 
Congress politician's alleged murder of his 
wile in the capital sparked off a public 
debule on the patronage of criminals by 
political parties and put pressure on the 
ruling party to take a stand on the problem. 
As popular disenchantment with the 
Narasimha Rao regime got reinforced by 
the exposure ol a high-profile member of 
his party being involved in a ghastly crime, 
Rao chose the moment to release the 
committee’s report. 

Although the move is being advertised as 
a mark ol the government’s readiness to be 
'transp.ircnt* and share even a conlidcntial 
report on a highly sensitive subject with the 
people, the Vohra committee’s report 
actually serves to divert attention from the 
widespread public complaints about the 
^riniinal-politician-hureaiicrat axis which 


h.is become a menace to the common citizen, 
whether in the villages or cities. The report 
highlightsonly the threat tonational security, 
posed by smugglers mainly, who enjoy the 
protection of Iwal political leaders and who 
allegedly were used by Paki.stan’s LSI to 
plot the Bombay blasts. What about the 
other dimensions of the axis, as manifested 
in the daily sullermg of the dalit villager 
tcrrori.scd by criminal musclemen in the 
parly of the local landlord-politician, 
protected by the district administration? Or 
the urban middle class citi7.cn bullied into 
selling hi,s/her property or into .submitting 
to demands for extortion payments by the 
local mafia patroni.scd by MLAs and MPs 
and protected by the police? By ignoring 
these everyday manifestations of the 
criminal-politician-bureaucrat nexus at the 
ground level and trying to turn our attention 
to the larger international nexus and eleva¬ 
ting it to a threat to our 'national security’ 
by concentrating on the Bombay smugglers' 
mafia and its responsibility for the 1993 
blasts, the Vohra committee has offered 
prime minister Narasimha Rao the oppor¬ 
tunity to use tts report to reduce the entire 
issue of criminalisation of the Indian politi¬ 
cal system to one of a Pakistani conspiracy 
to exploit the Bombay underworld to carry 
out sabotage and subversion. 

The simplistic explanation of cri- 
minalisation of Indian politics by blaming 
Pakistan is matched by the similarly puerile 
explanation, offered by the Vohra com¬ 
mittee. for the Indian stale's failure to tackle 
the pntbicm. The submissions made to the 
committee by the various government agen¬ 
cies - RAW, CBI, IB, etc - have led the 
committee to the conclusion that it is the 
lack of co-ordination among these bodies 
that is mainly to blame- Following up on the 


committee's recommenduidtn, ihc^ore, 
the government has promptly set up another 
committee - a 11 vs-meml^r so-called nodal 
cell which will be charged with co-ordinating 
the operations of the different intelligence, 
investigative and enforcement agencies. But 
is it the lack of co-ordination, or of the 
political will of the powers that be. which 
has thwarted effective action again.st the 
mafia dons and the criminals who terrorise 
the countryside? But why talk of even lack 
of political will when the actual situation is 
that influential politicians actively intervene 
to protect the criminal underworld with 
which they have developed a mutually- 
bcneficial symbiotic relationship. 

it is not surprising, therefore, that stxin 
after the much-publicised submission of 
the Vohra coriimiitec’s report to parliament, 
the home ministry has decided to wind up 
the special Delhi police cell that had been 
set up to investigate the killing of 3,000 
Sikhs in the capital in 1984. Among those 
accused of involvement in the massacre - 
some of whom have in fact been indicted by 
judicial commissions - arc prominent 
Congre,ss leaders with underworld 
connections who conti nuc to hold important 
positions in the party organi.sation. 

A correipofulent wlds: 

THE non-seriousness with which the 
government of India approached the issue 
of the criminal-politician-burcaucrat nexus 
IS evident from the brief given to the N N 
Vohra committee. The government order of 
July 1993 had stressed the ‘links’ between 
crime syndicates and burcaucrats/politicians 
in the wake of the Bombay blasts. Taking 
the cue, the committee has in its report 
faithfully highlighted the alleged link 
between Pakistan’s LSI and the Indian 
underworld. It concludes that the Bombay 
blasts and the communal riots in Surat and 
Ahmcdabad demonstrated how the 
underworld hud been used by the ISI. The 
committee ignores altogether the larger 
political developments against which these 
events had taken place. For instance, there 
is no mention of the demolition of Babri 
masjid and the anti-Muslim carnages that 
had preceded the Bombay blasts. The 
suborning of the executive, the legislature 
and the judiciary had taken place on a much 
larger scale around the demolition of the 
Babri masjid. A more balanced exercise 
than that carriedout by the Vohra committee 
would have, therefore, at least acknowledged 
that the ubiquitous ISI was able to exploit 
the underworld here for furthering its 
objectives only because of the circumstances 
created by thcdcmoliljon of the Babri masjid 
and the killing of Muslims in Bombay and 
elsewhere in the country. 

The perversity of the committee's terms 
of reference is also exemplified by the 
exclusion from the committee's purview of 
the nexus among bus.siness, crime and 
government functionaries - as manifested 


inthie 'bavala' m^orthe asOassihalionrif 
a popular trade union leader like Shankar 
Cuba Neogi. Because those engaged in 
while-collar crime enjoy patronage and 
protection at the highest levels they arc 
.seldom, if ever, punished. By focusing 
attention on criminal gangs enjoying the 
patronage of ‘local level politicians’ the 
committee diverts attention away from the 
growing criminal activities of political and 
so-callcd ‘cultural’ organisations which arc 
left free to pursue theirobjecti ve of whipping 
up hostilities between communities. These 
organisations mask their crimes behind the 
pretence of righting ‘historical wrongs’ and 
target their activities at creating communal 
vote-banks. Their operations, therefore, 
deserve the most careful notice in any 
investigation of the criminalisation of 
political and .social life. 

It is ironic, but altogether apt, that the 
official agencies which arc represented in 
the so-callcd ‘ntxlal agency’ set up following 
the Vohra committee’s recommendations 
already stand compromised by their role in 
such landmark ca.scs of large-scale 
governmental malfeasance as Bofors and 
the slock market .scam, not to mention again 
the demolition of the Babri masjid. They 
have often deliberately prepared cases in 
such a manner as would not stand judicial 
scrutiny. Thus the ban on the RSS and the 
VHPafterthe demolition of the Babri masjid 
were conveniently linked toslalcmcnls made 
yc.irs ago. scrupulously leaving out any 
mention of their role in the organised 
destruction of the mosque on December 6, 

1992. There is also the more recent example 
of Iqbal ‘Mirchi’, who finds mention in the 
Vohra committee’s report as an instance of 
the growth of a small-time functionary into 
a major crime .syndicate. The CBI’s three 
chargcshecis against him arc .so llimsy and 
bereft of substance that they can be depended 
on not to secure his extradition, much less 
his conviction by an Indian court. However, 
despite their cstablshcd incompetence, 
prejudtees and malleability, lhc.se agencies 
continue to demand and to be granted 
extraordinary powers and additional 
resources. For instance, the IB told the 
Vohra committee that government should 
give "total freedom to the various agencies’’; 
the CBI demanded wider powers of 
preventive detention, tapping of telephones 
and conduct of surveillance, establishment 
of new monitoring mechanisms at the central 
and state levels, summary tnal procedures 
and review and amendment of existing laws 
to that end. And just as TADA has led to 
innocents suffering even as the graphs of 
crime and terrorism have risen dramatically, 
the setting up of the nodal agency, working 
outside the control of parliament, and 
conferring further draconian powers to 
agencies which have in the past proved 
unequal to the tasks entrusted to them are 
likely to aggravate the problem instead of 
providing solutions to it. 
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IRAQ 

More than a Family Feud 

A FALL-OUT of ihc Iraqi iiccupation of 
Kuwait in August 1990 was the imposition 
of a I .'S-lcd economic embargo on Iraq. The 
relevant UN Security Council resolution 
stipulated that the embargo would be lifted 
only when Iraq had dismantled all mass 
destruction weapons systems under UN 
supervision in such a way that it would not 
be able to develop such systems in future. 
After Its defeat in the Gulf war. Iraq had 
accepted this resolution in April 1991 and. 
ever since, had apparently complied with 
the requirements of the UN Special Com¬ 
mission (UNSCOM) which was to oversee 
Ihc dismemberment of the weapons systems 
Thus, on the eve of the defection Iroiii 
Iraq of president Saddam Hussein’s two 
sons-in-law. UNSCOM was on the verge of 
recommending the lifting of the embargo, 
an event eagerly awaited by Russia. China. 
France and others which arc interested m 
resuming trade with Iraq. But the defection 
and the suspicion it has given rise to. namely, 
that Iraq is withholding information about 
its .secret weapons systems, will further 
delay the lifting of the embargo. 

While, on the one hand, this will greatly 
add tt) the suffering of Ihc Iraqi people -- tlic 
worst hit being children and the aged - who 
arc being deprived of essential supplies 
from abroad, it will, on the other, help 
con.solidate the domestic political opposition 
to the regime of Saddam whose own 
authoritarian ways have in no less measure 
brought hardships on the people of Iraq 
It IS from this perspective that the 
defection of Saddam's sons-in-law, along 
with his daughters, and the subsequent I i.S 
muscle-flexing on the borders of Iraq need 
to be viewed. As much as a power struggle 
within the ruling family, the defection 
repre.sents the suppres.scd anger of a section 
ol the people aodcliteof Iraq against Saildain 
who, in the last one decade and more, has 
led the country from or>c avoidable war to 
another and from one economic and political 
disaster to a gre.iter one. While it would be 
a gross misrepre.scntation of the facts to 
blame Saddam alone lor the present 
denouement in Iraq - given the well known 
role of the US and its allies in the Gulf war 
•ind in the Iran-lraq war before that - it 
would be equally a mistake to ignore the 
undemrKiatic character ol his regime which 
allows him and his advisors to take decisions 
which prove costly to the nation. 

Observers sympathetic to Saddam - and 
their number is legion - glo.ss over certain 
of his actions by pointing to the allegedly 
stH’ialisiic orientation of his regime or by 
juxtaposing him as a third world David 
against a first world Goliath, the US. Yet no 
regime in which all political power is 
monopolised by one lami ly or by a minu.sculc 
section of the elite can legitimately be called 


socialist. Nordoes a third world government 
which flagrantly violates international law 
and basic human rights deserve much 
sympathy. 

The sons-in-law of Saddam and his 
daughters have partaken of the bounty their 
former mentor made available to his family, 
and if their defection were merely a move in 
the power struggle within the family fold, 
then they should expect little support. 
Similarly, the US and its allies had no 
businessengaging in troop movements along 
the Iraqi border if there had been no such 
moves from the Iraqi side. However, feuds 
in ruling families arc rarely other than a 
symbol of larger stirrings in stKicly and, if 
one were to go by what the defectors say, 
before the US, Jordan and Kuwait preponed 
their military exercises. Iraqi troops had 
already reached the 32 p.irallcl which a UN 
resolution loibids them to cross. 

BOSNIA 

West’s Game 

THIRTY-SFVEN killed and a hundred 
injured iii the latest artillery shell aitack on 
the c.ipiial of Bosnia. The worst, we arc 
told, in IK months. And Sarajevo IS supposed 
III enjoy ,UN protection which has lately 
been beefed up by NATO’s rapid reaction 
force. This time, perhaps, there will be 
sonic response to this shell aitack, from 'he 
ground or an or both. And perhaps the 
response this tinic will not be as timid as 
before The risk ol UN triMips being taken 
hostage has nearly been eliminated - with 
practically all ol them having been 
withdrawn Irom vulnerable spots, 

Wh.ttcvcrthe UN (read NATOi respoii. e, 
the basic question to ask is whether t ie 


Yugoslav conflict would be any closer to 
solution as a result. The west’s approach 
right from the outset has been to let 
Yugoslavia splinter. The old imperialist 
formula of ‘divide and rule' has been very 
much in evidence in its approach to this 
conflict and it is doubtful that today, after 
five years, there is any change in that 
approach, notwithstanding the responses to 
events as they occur from time to time. 
Already. Yugolsavia today stands divided 
between the .Serbs who are orthodox 
Christians. Croats who are Catholics and 
Bosnians who arc Muslims. A nation which 
professed and practised secularism for 
decades stands fractured on religious lines 
and IS now led largely by racists and fanatics, 
not because people have been converted to 
fundamentalism and fanaticism but because 
the conflict thrives on thc.se vile forces. 

What IS being currently canvassed as Ihc 
Contact Group’s peace proposal is nothing 
but a partition .scheme. The ethnic cleansing 
that had been going on over the years of 
conHicl will thus have been endorsed. But 
the wounds of partition thus inflicted will 
not easily heal. 

The partition ol Yugoslavia was never 
Ihc right .solution. Nor is the pailition of 
Bosnia. A long-term solution will have to 
be sought in terms ol a decentralised but 
unified Yugoslavia and within it Bosnia. 
The Muslims of Bosnia would certainly be 
feeling utterly scandalised at being bracketed 
with countries and communities practising 
and preaching fundamentalist Islam. But 
they arc being pushed more or more into the 
arms of such countries. The same is possibly 
true of the Croats and the Serbs, at least of 
the majority among them. Why not tap 
thc.se sane elements and bund on their 
strength? 
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BOMBAY DYEING AND 
MANUFACTURING 

Riding the DMT Boom 

ESTABLISHED in 1879. Bombay Dyeing 
and Manufacturing Company. India's largest 
producer of polyester raw material DMT. 
manufactures cotton textiles and non-woven 
fabrics and also carries out bleaching, dyeing, 
and .sanforising. A 76 pei cent incrca.se in 
turnover. Irom Rs 524 crore to Rs 922 crore. 
an incrc.isc of aioiind 80 per cent in total 
income .ind a rise ol 92 per cent in profit 
.liter lax lioin Rs 51 17 crore to Rs 9X 09 
crore weic some ol the highlights ol the 
company 's pcriormance lor the ye.ir ended 
Mnich 1995 Ncl pmlii could hase been 
higher were il noi I'oi .i i.ix piovision ol Rs 
16.75 crore ag.nnsi zero l.ix provision in Ihe 
previous yeir flie lomp.my h.is proposed 
a diviilend ol 55 per icnl 
Kxporls by Ihe eomp.ins m 1994 95 lose 
lo Rs 94 15 crore. up by R> per leni Irom 
Rs(v4 .U croremihcpievio'i>\c.ir A m.issive 
increase ol .ir miiuI 221 pci < cm was seen 
in imports Impoiis ol i.iw iii.iieii.ils lose 
Irom Rs 56 69 ciore lo Rs 220 09 croie. a 
|iossiblc re.ison being iisc in ihc priic ol 
paraxylene. an imporl.inl input lor DMT 
Fair every tonne ol DM'I fiiodiici'd. i.i\v 
inaierialconsumpiion isO 65 kgol p.iraxvicne 
.ind 0 42 kg ol mcihanol 
Bombay Dyeing h.is translorined its 
business from ih.il ol a icxiilc ni.ijor by 
divcrsilic.ition into m.iniilacluie ol DMT. 
rile DMT division’s conliihulion lo Ihc 
company's earnings h.is gone up sh.iiply. 
overtaking that ol the iixlile division. The 
company has a 67 per cent market share :n 
DMT. followed by IFCL and BRPL. 

Bombay Dyeing’s pcriormance in 1994-95 
comes againsi the backdrop ol rising solion 
and paiaxylenc pnees. the mam raw matcnals 
lorthci'ompany'stcxtilcaiulDMTdivisions. 
The price.s of the.se Hems have more than 
doubled since mid-1994. putting a severe 
squeeze on margins. The sales turnover of 
I he DMT division was Rs 588 56 crore against 
Rs 169.16 crore in the previous year. The 
division’s contribution to the company's 
turnover cros.scd 50 per cent because of the 
expansion in capacity and the tncrcas'e in 
DMT prices. Capacity increased from 4.5.969 
tonnes to l,l.'?.'73.5 tonnes. The increase in 
DMT pnees was the outcome of a variety 
of factors. With a global shortage in PFM/ 
DMT and no frc.sh FfA supplies coming up, 
polye.stcr units having dual feed capacity 
shifted to DMT considering that supplies 
Irom Bombay Dyeing were at least assured. 
The cutting of supply of PTA (Purified 
Tcrepthalic Acid),the alternative to DMT by 
Reliance, its main competitor in the domestic 


market, because of captive consumplhm, 
also worked in Ihe company’s’ favour. 
Slashing of the import duty on paraxylene 
from 30 per cent to 10 per cent in the 1995 
budget was offset by rising international 
prices of paraxylene which have moved up 
from $ 750 per tonne in January 1995 to 
around $ 1.8()0 per tonne. Reduction of duty 
on DMT also did not help because of rise 
in inicniaiional prices, which were around 
$ 550 per tonne in January 1994 and doubled 
to $ 1.100 per tonne by January 1995 and 
at present are $ 1,500 per tonne. Bombay 
Dyeing being dependent on imported 
paraxylene. raised its price but still found 
its margins squeezed. Though the company 
hasjustiricd the hike in DMTpriccon grounds 
of nsing costs of paraxylene, it seems that 
Bombay Dyeing has more than covered Ihc 
inerc.iscd costs. Paraxylene co.sis constitute 
nearly 30 per cent of Ihe raw material costs 
of Ihc cimipany and. in view of Ihe rising 
prices, the company is exploring the 
|K)s.sihilily ol a tic-up with a public .sector 
undcriaking for the manulacturc ol 
paraxylene. Il is al.'O talking to Hmdusi in 
Petroleum Corpoialion lor a lic-up for 
naphih.i necilcd lor the paraxylene project 
All m .ill Ihe DMT division has done very 
well, riding the |H.-irochcmicals boom. 

I'he pcriormance of Ihc DMT dis ision in 
1994-95 i.inmx. however, be compar.ihlc 
with that in the previous yc.ir bcc.tusc then 
c.ip.iciiy expansion had led the DMT plant 
lo be shut down loi an cxiended pciiod in 
May December I99>. The comp.iny, has a 
monthly capacity ol loughly I3,0(X) tonnes 
ol DMT This migiii be expanded to I4.(MK) 
tonne-, by Novcniber-Dcccmbcr through 
dchoiiicncckmg ol its plant at Palnlganga m 
Maharashtra. The world demand lot various 
petrochemicals, m particular DMT. has risen 
sha. ply and the company expects it lo rcm.iin 
lirm throughout Ihc year and is Ihcrclorc 
increasing its cap,icily Irom 1.12,000 ipa 
to 1.45.000 Ipa in Ihc current year and 
evcniii.illy to 1,60,000 ipa. According to 
D Alva, managing director, the company 
is one of the top 20 producers of D.MT 
in the world. 

The textiles division, traditionally the 
largest contributor, chipped in with a smaller 
share of 45 percent in 1994-95. Thedivision 
was not able to perform well because ol 
many factors. Cotton prices were on the rise, 
more so between October 1994and February 
1993. leading to erosion of margins for the 
company from its textile operation. Colton 
prices m November, the peak arrival season, 
were higher by about 80 per cent over those 
in Ihc corresponding period of the previous 
year, thanks lo a lower than expected cotton 
crop coupled with continued high demand 
for cotton and speculative pressures. This 


was coupled with an increase in infrastructure 
costs and government levies. The turnover 
of the textile division in 1994-95 was Rs 480 
crore against Rs 400 crore in the previous 
year. Exports were Rs 165 crore. 

The company spent Rs 75 crore on export- 
oriented textile modernisation to improve its 
global competitiveness. According to Nusli 
Wadia, managing director, "modernisation 
will, however, no longer be confined to 
equipment and will cover modernisation of 
work methods and management practices’’. 
The company i.salso holding talks with global 
textile leaders to bring in their brands and 
sell them through its 6(K) strong chain of 
retail shops, The company plans to go in for 
a new plant outside B<^mbay to manufacture 
towels to more than triple itsexistingcapacity 
from 3 tonnes per day lo 10 tonnes per day. 
Also on the anvil are plans to open more 
exclusive shops besides a major upgradalion 
of the existing outlets in order to strengthen 
the domestic marketing network. According 
to Wadia, retailing in India will shift more 
and more to selling rc.idy-lo-usc items. 

Many plans lor diversification into power, 
telecommunications. Icasing/hire purchase, 
shipping and inlrastruciurcdcvclopmcnl have 
been passed hut no concrete projects have 
emerged except in ihe power .sector. The 
company has shoo listed R.iiasihan as a sue 
lor the power pioieii 

The company pl.ins lo set up a plant to 
ni.i.iulaclurc (lai.ixy Idle wlin h ihecompany 
now imports The company vviil l.icc still 
compciiiion when the I'TA plant ol ATV 
Pciiochcm and Ihe IT,4 1 ap.icity expansion 
by RcImiilc lodiisines become operational 
by 199(j. 

SPhX’IAL .STEEL.S 

Higher Turnover 

Special Steels (SSL), a former subsidiary of 
Tisco and a leader m ihc production of sicel 
wires, has posted improved pcriormance for 
the year ended March 1995, Turnover w'as 
up by 52 per cent Irom Rs 356 crore to 
Rs 541 crore. Income from investments rose 
IromRs lOlakhtoRs 110lakh. Interest costs 
moved up by 39 pci cent and there was a 
26 per cent rise in depreciation provision. 
Like in the previous year, the compiuiy has 
made no provision for taxes. There w.as a 
net profit of R.s 26.16 crore, up by 367 per 
cent from Rs 5.64 crore in the previous year. 
The results lor Ihe year under review take 
into account the assets and liabilities and 
income and expenditure of Tata Mci.ils and 
Strips which was amalgamated with Ihc 
company in March 1995. The company 
rocorded production rises ut 10 86 per cent 
in billets and around 12 percent in wire rods. 
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1995 

1994 

1995 

1994 

1995 

1994 

Income/appropriations 

t Net sales 

92179 

52372 

.54108 

35578 

27374 

.36197 

2 Value of production 

9.5482 

52.592 

55846 

36020 

26646 

37108 

i Other Income 

48.37 

.3176 

7.59 

449 

ion 

1.346 

4 Total income 

100.319 

55768 

56605 

.36469 

27657 

384.54 

.S Raw maIcnals/Storcs and 

spares consumed 

5.3912 

305(6 

37799 

23258 

1.5.349 

18401 

6 Other manufacturing expenses 

12053 

6821 

5548 

4699 

4087 

4886 

7 Remuneralion to employees 

71.59 

5653 

4108 

3104 

1.528 

1.374 

8 Other expenses 

4418 

4519 

.3207 

2539 

1315 

2029 

9 OperaliitK profit 

22777 

8259 

5943 

2869 

5.378 

11764 

10 Interest 

7944 

3252 

2202 

1587 

1726 

18.33 

11 Croxs profit 

1.5238 

7834 

3840 

1529 

3919 

9964 

12 Depreciation 

3754 

2717 

1216 

965 

303.3 

4667 

13 Profit before tax 

11484 

5117 

2616 

564 

884 

5295 

14 Tax provision 

1675 

0 

0 

0 

50 

2950 

15 Profit after tax 

9809 

5117 

2616 

564 

8.34 

2.345 

16 Dividends 

1896 

1023 

793 

488 

564 

1122 

17 Retained profit 

7913 

4094 

1823 

76 

270 

1223 

Eiabillties/assets 

18 Ratd-up capital 

551.3 

3243 

2642 

1950 

2366 

2.366 

19 Reserves and surplus 

46127 

.37785 

16629 

12422 

23382 

24514 

20 Long term loans 

42957 

.34316 

6050 

6408 

10588 

6102 

21 Short lerm loans 

25749 

6.5(K) 

10532 

6589 

2224 

41.54 

22 Of which hank 

borrowings 

1.361 

4820 

6177 

3796 

787 

1069 

2.3 Gross fixed assets 

71202 

62433 

28808 

2247.3 

54792 

5.3922 

24 Accumulated 

deprecialion 

26338 

22748 

8829 

5089 

.34466 

31525 

25 Inventones 

22156 

148.36 

1.3680 

6409 

12122 

10505 

26 Total ossets/liahilities 

14.5480 

95627 

49196 

.33487 

.5(X)13 

48826 

Miscellaneous Items 

27 Excise duly 

14497 

4562 

8262 

2.355 

11434 

17498 

28 Gross value added 

26757 

17196 

97.39 

6220 

7337 

12497 

29 Total foreign 

exchange income 

16807 

14125 

3575 

5 

585 

101 

30 Total foreign 

exchange outgo 

28589 0 

9746 0 

55160 

2908 0 

2709 0 

2898 (1 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 

6.3 4 

54 8 

110 0 

106 2 

54 7 

74 1 

32 .Sales to total net assets (%) 

766 

64 0 

1.509 

1.300 

71 0 

97 5 

33 Gross value added to 

gross fixed assets (%) 

37 6 

27 5 

.3.3 8 

27 7 

1.3 4 

2.3 2 

34 Return on invesiment 
(gross profit 

to total assets) (%> 

10 5 

82 

7 8 

4 6 

7 8 

20 4 

35 Gross profit lo sales 

tgross inargtn) f%) 

16 5 

15.0 

7 1 

4 3 

14 .3 

27 5 

36 Operating profit lo sales (%) 

24 7 

15 8 

II 0 

8 1 

196 

32 5 

.37 Profilbcforelaxtosalcs 1 %) 

125 

9 8 

4 8 

1 6 

.3 2 

14 6 

38 Tax provision to 

profit before tax (%) 

146 

0 0 

(10 

0.0 

5 7 

55 7 

39 Profitaflertaxtonetwonh 

(return on equity) (%) 

19.0 

12 5 

1.3 6 

39 

.3 2 

87 

40 Dividend (%) 

55.0 

40 0 

.30.0 

25 0 

22.0 

48 0 

41 Earning per shore (Rs) 

17.8 

15 8 

99 

29 

.35.9 

1(8)6 

42 Bookv^uepershare (Rs) 

93.7 

126.5 

72.9 

7.3 7 

1105.2 

816.3 

43 P/Eratio(basedonlalestand 
corresponding last 
year’s price) 

(adjusted for 

revaluation) (%) 

198 

24 2 

14 0 

62.2 

.57 2 

.39 8 

44 Debt-equity ratio (adjusted fos ' 

revaluation) (%) 

83 2 

83 6 

31 4 

44 6 

41 1 

32 1 

45 Shonieimbank borrowings 

lo in\-:ntones (%) 

6 1 

32 5 

45 2 

.59.2 

6 5 

10.2 

46 .Sundry creditors lo 

sundry debtors (%) 

150 6 

149 6 

6.3 .3 

56 3 

9.3.5 

78.3 

47 Total remuneration 
to employees 

to gross value added (%) 

26.8 

32.9 

42.2 

49 9 

20 8 

11.0 

48 Total remuneralion lo employees 

lo value of production (%) 

7.5 

10.7 

7.4 

8.6 

57 


49 Gross fixed as.sels formation (%) 

14.05 

- 

28 19 

12 82 

20.02 

- 

.50 Growth in mvenlones(%) 

49.34 


11.3.45 

842 

I.5..39 

- 


Of high-value flat products, the company 
posted a production rise of 40 per cent. 

Exports increased to Rs 35.75 against Rs 
26,09crore in the previous year. The company 
exported 16.900 mt of steel wires, 200 mt 
of wire rods and 3,500 mt of cold rolled 
strips. Exports of the cold rolling unit which 
began last year were further strengthened 
with new markets being located in South 
East Asia. Imports rose from Rs 27.89 crore 
to Rs 52.02 crore, an important reason being 
the import of finished goods worth Rs 10 
crore. A dividend of 30 per cent has been 
recommended against 25 \Kt cent in the 
previous year. , 

The company’s Tarapur plant produces 
tyre bead wires, pre-siressed concrete wires 
and cold rolled .sheds, while us plant at 
Borivli makes wires. The production at the 
cold rolling mill increased to 58.500 tonnes 
against 14.900 tonnes in the previous year, 
with the company catering to most of the 
leading players in the automobiles and 
appli.inccs industry. Tata Metal Steel h,is its 
hot-rolling division at Sisodra and cold roll¬ 
ing facility at Navsan in Gujarat. The 
production of 57,200 tonnes of hot rolled 
strips at Sisodra was marginally lower than 
the production of 58,000 tonnes in the 
previous year. The unit at Navsari achieved 
a production of 19,600 tonnes of cold rolled 
strips which was higher by 20 per cent 
compared to the previous year. Reversal of 
the recessionary trends in the automobile 
sector augurs well tor the industry and 
translates into a better market for cold rolled 
products. 

The company is coming out with a rights 
issue of 14 per cent partly convertible 
debentures (PCD) ol the f.acc value of Rs 
100each to existing .shareholders in the ratio 
of one PCD for every five equity shares held. 
Each PCD will have a convertible portion 
of Rs 50 to be converted into one equity 
share of Rs 10 at a premium of Rs 40, as 
well as a non-convcrtiblc portion of Rs 50. 
I.shaal Hussain, chairman, said the issue 
would be made by the end of this year and 
proceeds would go to part finance the 
proposed capital expenditure plan of the 
company. 

The company’s wire plants at Borivli and 
Tarapur have been accredited with ISO 9002 
by RWTUV Germany, the certification 
covering the entire rangeof steel wires being 
produced by the company. 

CENTURY ENKA 

Rise in Raw Material Costs 

Century Enka. a B K Birla group company 
manufadunngnylon niamentyam, polyester 
filament yam, polymer resins, engineering 
plastics and tyre cord fabrics, has closed the 
year ended March 1995 with a dismal 
performance. Net sales have fallen by 24 per 
cent from Rs 362crore to Rs 274 crore. Total 
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forinteiestanddepreciationcoutd not prevent 
a sharp fall in net profit from R$ 23 crore 
to R$ 8 crore. 

This lacklustre performance has been 
attributed by the management to a 
prolonged lock-out at the company’s Pune 
plant. Added to this were the floods in 
July last year and the panic created by 
plague in September in Surat, the largest 
consuming centre for PFY, both of which 
seriously affected the working of the 
textile industry creating an adverse impact 
on the prices of PFY. The difficulties 
were compounded by the steep rise in the 
price of raw materials like DMT, PTA and 
MEG in the international and domestic 
markets and the benefit of the lowering 
of import duties in the 1995-96 budget 
were lost. Prices of raw materials like 
DMT , PTA, MEG and caprolactum are 
currently SO to 80 per cent higher than 
those of March 1994. The company has 
nevertheless proposed a dividend of 42 
per cent. 

The company’s exports increased from Rs 
I crore to Rs 6 crore. It achieved considerable 
success in export of polyester filament yam 
and efforts in that direction are continuing. 
Imports came down from Rs 28 crore to Rs 
24 crore in the year under review. 

Polyester filament yam is primarily used 
to produce synthetic fibre which is a substitute 
for natural fibre and when blended with 
natural fibre gives almost the same comfort 
and at a cheaper cost. Century Enka is one 
of the most established players in this 
industry. CEL operates on the batch 
processing system and manufactures 
polyester yam from the chips stage. Due to 
Ihe batch processing system and longer 
production runs, costs are higher compared 
to the mher companies in the industry. 

CEL derives 62 per cent of its revenue 
from PFY and about 30 per cent from 
nylon tyre cord and nylon filament yarn. 
With the increase in caprolactum prices, 
a major raw material for nylon tyre cord 
and nylon filament yam, margins were 
under pressure. Further with a capacity 
of 31,400 tpa of PFY, the company did 
not enjoy economies of scale as the 
capacity was underutilised. 

An expansion plan costing Rs 500 crore 
is on the cards, with schemes to increase the 
output of polyester filament yam (PFY) and 
synthetic industrial yam/tyre coid. One of 
the foremost industrial filament yarn 
manufacturers in the country. Century Enka 
has undertaken expansion of its polyester 
filament yam plant at Mahad worth Rs 150 
crore. The expanded capacity is expected to 
go on stream in the second half of 1996. The 
uncenainty in the availability of cotton at 
reasonable pripes was the reason behind the 
expansion. 


The company is hoj^i w 
perfonnance in the corning year bcM^se of 
the upturn in the automobile sector which 
has M to increased demand for tyres. This 
will increase the offtake of tyre yam and tyre 
cord fabrics. The govonroent’s decision to 
abolish tariffs on polyester yam has led to 
the shutting down of the company’s in- 
house twisting and dyeing operations for 
texturised polyester yam. The tariff is binding 
only on units whose operations are integrated 
in nature and independent twisters and 
dyers arc exempt from the duty. With the 
abolition of tariff values for POY and 
texturised yarn, excise is payable on the 
selling price at 57.50 percent ad valorem. 
Thus only POY and texturised yarn 
producers pay excise on POY and 
texturised yarn while those having 
integrated plants will be eligible to pay 
excise duty on higher price realised for 
twisted or dyed yarn. The government’s 
move, it is feared, will retard the growth 
of the industry. Units in the industry will 
have to bear an additional levy ranging 
from Rs 5.000 to as high as Rs 23,000 
per tonne on twisted and dyed polyester 
yarn at a time when the polyester yarn 
market is passing through a bad patch. 


The eofflpeiv''i^'’lNbieM«^ 

Polyrtl (RPL) to iaiuiiifacfure putielly- 
oriented yam which cab be ftirdierpmcess^ 
to make texturised yam (POY). RPLis setdng 
up a 66,6(X) tpa plant at a cost of Rs 504 
crore with facilities to manufacture 28,700 
tonnes of PET chips and 37,900 tonnes of 
partially oriented yam (POY). The company 
has I9percentequity participation inCent^ 
Chemicals with Century Textiles and 
Industries and Akzo N V of the Netherlands 
holding 16 per cent and 40 per cent, 
respectively. Centek Chemicals has set up 
a plant to manufacture polymerisation 
initiators which are used for manufacture of 
polyvinyl chloride, low density polyethylene, 
polystcrene, acrylic polymers, etc. The nutjor 
users of these products are petrochemicals 
i ndusirics and the optical lens manufacturers. 
The plant was commissioned in July 1992 
in Mahad in Maharashtra at a capital outlay 
of Rs I2.l0crore. Net sales wereRs 13.92 
crore, higher than the projected estimate of 
Rs 10.60 crore. Net profit also surpassed the 
projections of Rs 2.70 crore and reached Rs 
3.60 crore. The performance is attributed to 
improvement in technology that has come 
about as a result of constant effort at cost 
reduction. 


OUTSTANDING BOOKS 

WOMEN PRIME MINISTERS IN SOUTH ASIA 
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1995 ISBN 81-7169-33S-0 Rs275. 
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K. K. Verma. Rajan Verma & Saboohl Kazim 

Provides a fascinating evaluation of the efforts made 
towards achieving gender equality through Organising 
media Campaigns In some of the villages of Bihar and 
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1995 ISBN 81-7169-334-2 Rs27S. 
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CURRENT STATISTICS 


Rcscarcli Foamiation 


The annual mflalion rate rose for the second successive week to 8.51 per cent in the week ended August 12. Net RBI credit to the centre has gone up again and 
the nse in the current Tiscal year was Rs 18,479 crore on August 4 compared to Rs 1.0.17 crore in the same period of 1994-95. There was adequate Hquidiiy ii 
the system and tail rotes ruled cosy in August. In pnmary notations, yields on 91-day TBs have declined from 12.71 percent to 12 58 |)ercenl. while those 
on .164-day TBs came down significantly from 13 16 percent to 12.87 percent. Forward premium on ihe dollar has declined further and larely did it cross the 
5 per cent per annum mark in August. TTie havala rale, which had dipped below Rs 35 in July, continued in the Rs .34,70-Rs .14.80 range. 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-823:100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power. L.ight and Lubricants 
Manufactured noducts 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April-Aug 12. 1995) 


Cost of Living Indices 


Weights Aug 12. 

1995 


100 0 2914 


Over 

Month 

Variation (Per Cent). Poml-lo-Point 

Over 12 Months Fiscal Year So Far l994-‘>5 1993-94 
Latest Previous 1995-96 1994-95 

1992-93 

1991-92 

0.9 

8 5. 

10.2 

.1.3 

.5.1 

104 

108 

7.0 

136 

1 7 

8 5 

II.1 

4 1 

8.2 

12.7 

11.5 

.10 

15.3 

1 9 

69 

82 

69 

120 

11.9 

44 

5.4 

20.9 

1 1 

116 

18 5 

-08 

27 

15.5 

24 9 

-1 4 

8 1 

-0 1 

1.6 

100 

-0.1 

0.6 

24 

1.1 1 

15 2 

. 13.2 

0.6 

99 

98 

.1.6 

4 1 

10.7 

99 

7.9 

126 

04 

.1.5 

8.3 

1.0 

7.7 

8.1 

12.3 

6.8 

10.2 

1 4 

5.7 

8.2 

5 6 

10.5 

106 

7,0 

5.8 

17.1 

_ 

98 

10 1 

90 

116 

109 

81 

10 1 

1.1.7 


Latest_ Vanation (Per Cent). Poinl-lo Point _ 

Month Over Over 12 Months FiscalVear So Far 1994-95 1993-94 1992-93 1991-92 
Month Latest Prevtous 1995*96 1994-95 


Industrial Workers (1982=100) 

Urban Non-Man Emp (1984-8.5=100)* 
Agri Lab (July 60 to June 61=100) 

• for 1994-95 


Money and Banking (Rs crore) 


Money Supply (M,) 

Currency with nrblic 
Deposits with Banks 
Net Bank Ctedit to Govt 
Bank Credit lo CommI Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Centre 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-I^xxl Advances 
Inveslmenls 

For comparability, ail monetary a 


Index Numbers of Industrial Weights 
Production (1980-81 = 100) 


General Index 100.0 

Mining and (juanying 11.5 

Manufacturing 77.1 

Electricity 11.4 


Aug 04. 
1995 


542225 .3996 (0 7) 

107936 -.3071 (-2.8) 
426990 7583(18) 

243083 265(0.1) 

292168 902(0.3) 

73.579 24(00) 

17.5953 -2808 (-1.6) 
117392 -2104 (-18) 


1995-96 


11.387 (2 I) 
7066 (7 0) 
.372(0.1) 
2.3492 (10.7) 
2424 (0.8) 
-2311 (-3.0) 
6979(4 I) 
18714 (19 0) 


11707 (2 5) 
71.39 (8 7) 
.3560(1.0) 
11802 (5 7) 
-.1526 (-1.4) 
11165 (21 2) 
9120(6 6) 
91 (0 I) 


1994-95 


78653 (17 4) 
18887 (23 0) 
58941 (16.0) 
14248 (6.9) 
4.5080 (18.4) 
23264 (44.2) 
30.303 (21.9) 
949(1.0) 


1993-94 


7.3.307 (19 3) 
14170(20 9) 
57925 (18 7) 
29508(16 8) 
I7I6I (7 .5) 
27674 (1109) 
27892 (25 2) 
1306(1 4) 


,50484 (15.4) 
7111 (II.7) 
42945 (16 I) 
17903 (11,3) 
30187 (15 3) 
3747 (17.7) 
11274 (11.3) 
3586 (3 9) 


384081 5621(1-5) -2778 (-0.7) 4610(1.4) 49271(14.8) 52144 (18.6) 39017 (16 1) 

212851 6.34 (0..3) 1291(0 6) -3877 (-2.3) .38784 (22.7) 11.566(7.3) 2.37.57 (17..5) 

198.392 1592(0.8) -894 (-0 4) -6.361 (-3 9) 37416(2.14) 7402(4.9) 21684 (16.6) 

I.540II 2.163(1 6) 4757 (32) 11177 (83) 14172 (105) 28435 (267) 16820(18.7) 

and banking data presented here are bas^ on March 31 figures before closure of government accounts 


s Mar _ _ _ _ Avera ge for Full Fiscal Yea rs____ 

1995 1994-‘95 1993-94 i 992-93 1991-92 1990-91 1989-90" 1988-89 1987-88 


0 .301.6 2506(8.4) 231.1(5 6) 218.9(2.3) 213.9(0.6)212.6(8 2)196 4(8.6)1809(8.7)166,4(7.3) 

5 321.9 245.8(6 3) 231.2(3.4) 223.7(0 6) 222 5(4 5)2212(6 3) 211 6(7.9) 199.1(3.7) 184 6(6 2) 

I 291.9 241.8(88 ) 222.1(5.5) 210 7(2.2 ) 206 2(-0 8) 207 8(8.9) 190.7(8.6) 175 6(8.7)161.5(7,9) 

4 .146.8 .1146(8.5) 2900(74) 2699(5.0) 257 0(8 5)236.8(7 8)219.7(10,9) I98.2(9..5) 181(7.6) 


Capital Market 

Aug 25. 
1995 

Month 

Ago 

Year 

Ago 

BSE Sensitive Index (1978-79=100) 

3370 

.1453 

4431 


(-23.9) 


(65.3) 

National Index (1983-84=100) 

1551 

1599 

2097 


(-26.0) 


(67.1) 


1995-96 So Far 




d of Fiscal Year 


3261 

(-13.7) 

1606 

(- 12 . 2 ) 


Foreign Trade 


Exports: Rs crore 
USSmn 
Imports: Rs crore 
USSmn 

Non-POL US $ mn 


ulalive for Fiscal rear So 
1995-96 1994-95 


1994-95 


22314 (2.5.2) 17989(11.9) 82.130(18.4) 

7170 (25.2) 5729 (11.7) 26233 (18.3) 

9103(32.6) 18932(11 2) 88705 (21.8) 
7995 (32.6) 6029(11.1) 28251 (21.7) 

6409(34 6) 4761(21.49), 22.5.18 (29.1) 


23103(32.6) 18932(11 2) 
7995 (32.6) 6029(11.1) 


1993-94 


69.547 (30.4) 
22173 (20 4) 
72806(15.7) 
2.1212 ( 6 . 8 ) 
17456(10.6) 


1992-93 


3779 2281 
(65.7) (-46.8) 
1830 1021 

(79.2) (-48.1) 


1990-91 


53688 (21 9) 44042 (3.5..1) 3Z5S3 (17.6) 
18537(3.8) 17866 (-L.5) 18143(9.1) 

63375 (32.4) 47851 (10.8) 43193 (22.0) 
21882 (12.7) 19411 (-19.4) 24073 (13.2) 


I8(M5 (3.1) 
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Money Market Rates of Interest IptretmptrwitiHm) 


Weekended Fridays 


Auitisl 1995 



July 1995 




June 1995_ 


liismimenis '—-__ 

25 

I8<RF) i 1 

Mm 

28 2I(RF) 

14 

7(RF) 

30 

2.3(RF) 

16 

9(RF) 

2 

1 Call money rate 

(weekly weighted average) 

na 

na 

10.97 

760 

10.88 

9.46 

ll.% 

12.39 

16.15 

16.46 

14.64 

10.88 

1.3.60 

Coll money rale 
(Range:wwkly) 

10.50- 

0.25- 

10.25- 

0 25- 

8.50- 

0.25- 

10.50- 

1.00- 

14.00- 

0.23- 

13.50- 

2.00- 

10.50- 

II..50 

11.25 

12.00 

9.75 

11.00 

12.00 

14.00 

17.00 

19.00 

21.50 

17.25 

12.00 

16.00 

1 Treasury Bills: 

91-Day (On tap or ad h<N:) 

4.60 

4.60 

4.60 

460 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

91-Day (RBI Aiiction): 
ftimary 

12.58 

12.63 

12.67 

12.67 

12.71 

12.97 

•2.97 

12.71 

12 58 

12.50 

I2..37 

12.33 

12.33 

1 Secondary: DFHi ’ 

(mid-point of bid & offer) 

12.10 

12.10 

12.10 

12.10 

12.55 

12.95 

13.15 

1.3.18 

12.85 

12,75 

12.60 

12.38 

12.05 

All SGL trading 
(Weighted YTM) 

12.49 

12.46 

12,32 

11.78 

14.46 



14.71 

12% 


7.60 

11.35 

13.22 

364-Day (RBI Auction) 

Primary 

* 

12.87 

* 

13.16 

• 

13.16 

0 

12.71 

« 

12.60 

0 

12.52 

0 

Secondary: DFHI (mid-point) 

11.45 

11.45 

11.45 

tl.40 

11.55 

11.73 

li.8S 

11.90 

11.60 

11.30 

11.40 

11.30 

11.10 

All SGL trading 
(Weighted YTM) 

11.14 

ll.2'6 

11.74 

1097 

12.24 

13.03 

13.68 

1.3.91 

14.01 

13.90 

13.51 

13.30 

13.37 

Repo auctions 

((X>I securities): RBI 

* 

* 

* 

* 

• 

* 

• 

• 

0 

« 

0 

• 

• 

.Secondary market na 

na 

na 

na 

na 

na 

na 

14.50 

16.00 

na 

na 

na 

na 

State Govt loans (Coupon rates) 

- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

All SGL trading 

(Weighted YTM) 

13.90 

13.74 

13.86 

13.85 

13.52 

13.97 

13.08 

... 

12.08 

13.11 

12.64 

11.77 

12.14 

GOI Securities: 

Primary Auctions 

* 

13.65 

4t 

• 

13.85 

0 

13.25 

« 

* 

14.00 

* 

14.00 

* 


(3 year) 


(5 year) 


(2 year) 



(10 year) 


(10 year) 


Secondary : All SGL trading 

(Weighted YTM) 

11.89 

10.21 

10.98 

ll.% 

12.46 

12.51 

12.72 

12% 

1.3% 

13.44 

13.51 

13.74 

13.64 

PSD Bonds yieid:- 
Tax free: NSE 

(traded, weighted) 

10.58 

11.55 

II..52 

11.71 

11.65 

11.61 

11.69 

11.99 

11.70 

11.65 

11.30 

11.63 

11.64 

NSE (Range: weekly) 

10.65- 

10.72- 

9.98- 

10 68- 

I0.-89 

10.49- 

10.66- 

10.75- 

11.21- 

10.83- 

10.94- 

10.66- 

10.61- 


11.62 

11.62 

12.52 

11.99 

11.75 

11.76 

11.71 

12.21 

12.62 

12.78 

11.4 

12.21 

12.22 

Taxable: NSE (traded. 

weighted) 

16.04 

16.27 

16.01 

16.84 

16.48 

16.84 

15.35 

16.81 

16.54 

16.50 

17.75 

16.67 

17.91 

NSE (Range: weekly) 

15.62- 

15.88- 

15.16- 

16.04- 

16.05- 

14.34- 

13.87- 

15.04- 

16.5- 

13.13- 

16- 

13.16- 

16.85- 


16.25 

16.75 

16.47 

17.59 

16.63 

17.50 

16.55 

18.31 

18.04 

16.71 

18.08 

18.17 

18.29 

Commercial Bills: 

DFHI (Rediscount rate) 

14.50 

14.50 

14.50 

14.50 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

(rP:Primary rrurket (90 days) 

13.7.5- 

13.75- 

13.75- 

13.7.5- 

15.00- 

15.00- 

15.00- 

15.00- 

15.00- 

15.00- 

15.00- 

15.00- 

15.00- 


14.25 

14.25 

14.25 

14.25 

16.50 

16.50 

16.50 

16.50 

16.00 

16.00 

16.00 

16.00 

16.00 

Secondary; DFHI (Discount tate)IS..V) 

15.50 

15.50 

15.50 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

Secondary; market/NSE 

13.50 

13.84 

na 

I4..50 

13.75 

na 

na 

14.50 

14.64 

14.94 

14.40 

13.67 

I4J8 

CDs: Primary market (one year) 

13.5- 

13.5- 

13.5- 

13.5- 

14.5- 

14.5- 

14.5- 

14.5- 

14.5- 

14.3- 

14.5- 

14.5- 

14.5- 


15.00 

15.00 

15.00 

14.25 

15.25 

15.25 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

IS.OO 

Secondary: DFHI (Discount rate) I4..50 

14.50 

14.50 

14.50 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

Inter-coiporate deposits 

(3(V9(VI80 days) 

16.00- 16.00- 

16.00- 

17.00- 

17.00- 

16.00- 

16.00- 

16.00- 

16.00- 

16.00- 

16.00- 

16.00- 

16.00- 


24.00 

24.00 

26.00 

28.00 

24.00 

21.00 

21.00 

21.00 

21.00 

21.00 

21.00 

21.00 

21.00 

UTt-1964 Units (Week-end 
secondary market price in rupees) na 

na 

na 

na 

15.05 

15.05 

15.02 

15.13 

* 17.81 

17.81 

17.81 

17.80 

17.80 

Hundi Rote 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

Memorandum Items: 

(i) Forward premia on the US dollar 
in the domestic inter-bank market 
(annualised in per cent per annum) 
(Wedcly aveiige)« 

Spoi/Cash 4.23 

-4.18 

-1.09 

0.58 

1.96 

2.11 

4.37 

1.85 

14.09 

8.07 

6.47 

2.76 

1.31 

One-month 

2.60 

1.73 

1.62 

1.80 

3.62 

4.77 

5J6 

4.70 

5.05 

3.53 

4.25 

3.48 

4.10 

Thiee-moMh 

3.62 

3.09 

2.99 

3.48 

4.50 

5.22 

5.73 

5.32 

3.66 

5.86 

3.34 

3.33 

6.86 

Six-ntomh 

4.83 

4J3 

4.42 

4.81 

3J4 

5,84 

6.13 

3.82 

6.08 

6.21 

5.86 

5.95 

6.62 

(ii)HavdaR«B(RsfUS$)(DiilMi) 34.80 

34.80 

34.76 

34.70 

34.80 

34.90 

35.15 

35.15 

33.23 

35.25 

35.30 

35.35 

35.50 


... no mdiBg * no auctloo na not avniUUe (•) no floatadon YTM * yield to maniriiy 

RF meiiM npettini RMay fiiir fonnightly npoctiat of condidom of banking butiMaa and the Ibmighi aeives aa the leaove maintenance period. 
9 Baaed on tto daily ^uotadona aupplled by Meciclai Financial and Coromeitiaf Seivicea Ltd.. Bombay. 
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COMMENTARY 


NEW DELHI 

Using Planning Commission as a 
Political Pawn 

BM 

The prime minister's attempt to bring the Planning Commission back to 
life by calling a meeting of the Commission was part of his desperate 
efforts to win back lost popular support through populist gestures, but it 
backfired with the severe indictment of the economic reform programme 
in the Commission's mid-term appraisal of the Eighth Plan causing 
further embarrassment to the government. 


THE prime minister found it expedient to 
pull in the Planning Commission from limbo 
alter a whole year and convene a meeting 
on July 19. This was done as part of his 
teverish preparations for the coming elections 
10 the Lok Sabha which arc posing a threat 
to his survival in office. The move, like 
many other si ini I arl y i n spi red ones, ho we ver, 
boomaranged on him. 

The proposed meeting of the full Planning 
Commission was not to be followed up by 
a sc.ssion of the National Development 
Council. Nor was any serious review of the 
Eighth Plan performance intended The 
National Development Counci I - headed by 
the prime minister and composed of chief 
ministers, some union cabinet ministers, 
including the finance minister, and full 
members ofthe Planning Commission - was 
set up to promote a national consensus on 
and provide political sanctions and 
administrative support to planning socio¬ 
economic development. Its importance has 
been enhanced now when a majority of the 
state governments arc led by parties other 
than the Congress ruling at the centre. But 
Narasimha Rao did not want to associate the 
NDC with his latest 'planning' caper which 
was designed to serve his exclusive electoral 
purposes. He wanted to drag the Planning 
Commission into giving some respectability 
to his pre-election populist gestures and 
announcements. 

Earlier a suh-eommittec of NDC had been 
set up. This was publicised as an initiative 
to associate state chief ministers with the 
planning process. The sub-committee had 
drawn up reports on some important policy 
matters, among them one on 'austerity' to 
improve government Tinances and boost 
national saving for investment. These reports 
were simply shelved by the Rao government. 
Rao was interested only in securing the 
endorsement of the Planning Commission 
for his 'special schemes’ of employment 
generation when some members of the 
Commission showed concern for the policy 
conditions required to improveopportuntties 
for gainful and productive employment 
which has begun shrink at a fast rate in the 


wake of the economic reforms, especially 
the open door policy towards foreign 
investment. Rao was not interested in these 
forebodings. The Planning Commission 
members were also concerned about the 
large shortfalls in the Eighth Plan's growth 
and poverty alleviation targets. All these 
matters surfaced sharply when the meeting 
of the full Planning Commission fixed for 
July 19 was postponed without much ado 
by the prime minister. 

The prime minister has. however, found 
himself in an awkward position alter the 
cancellation of the meeting of the Planning 
Commission. He belatedly realised shortly 
before the meeting was to take place that the 
Commission had finalised a mid-term 
appraisal of the Eighth Plan which had 
recorded sharply the lags and shortfalls in 
the implementation of the Eighth Plan. Aside 
from the lackadaisical functioning of the 
pnme minister and his office, which the 
abrupt cancellation of the meeting of the 
Planning Commission has further 
emphasised, the episode has also exposed 
the total disregard of the Rao-led government 
for the Eighth Plan's commitments and 
targets. Tliis obviously does not mean that 
the competence of the planners in Yojana 
Bhavan to draw up a development plan and 
monitor its implementation is under question, 
as is being suggested in some interested 
quarters, especially in the PMO. What is in 
question is the ability and readiness of the 
political and administrative set-up headed 
by Rao to implement the plan. In fact the 
professional members of the Planning 
Commission in Yojana Bhavan can claim 
that their planning exercises have become 
more detailed, meticulous and in-depth over 
the years. It is the Rao government which 
has made their labours infnictuous. In the 
past also the planners have had problems 
because of the lack of appropriate policy and 
administrative decisions by the political 
leadership. However, what they have now 
to reckon with is that the very philosophy 
and rationality of planning had become 
irrelevant to the Rao government which has 
opted for p crude and infantile variety of 


laissei-faire. This is what its so-called 
economic reform programme is really all 
about. 

The balance of payments crisis of 1991 
is only the ostensible reason for launching 
the structural adjustment programme. The 
economic liberalisation and globalisation 
policy in fact means that planned investment 
and mobilisation of domestic resources, 
which have shrunk todangerously low levels, 
are no longer among the government's 
concerns. Private enterprise is to be relied 
upon for economic growth, if the^members 
of the Planning Commission still managed 
to write the Eighth Plan in such conditions 
and have now come out wiih a mid-term 
appraisal of the plan, they deserve credit for 
playing a useful role in an adverse political 
environment. The Planning Commission was 
reconstituted by the Rao government after 
the finance ministry had been made the 
pliant instiumeni to propagate and implement 
the readymade policy blueprints provided 
by the international financial institutions on 
behalf of India's foreign creditors to make 
the Indian economy a^ectly subservient to 
and open for exploitation by foreign capital 
and a handful of its Indian collaborators 
among businessmen, professionals and 
politicians. The claim sometimes made on 
behalf ofthe government that development 
planning is still relevant is, therefore, 
misleading and cynical. The structural 
adjustment programme is geared to market 
forces to determine investment and 
production priorities, it puts private, 
especially foreign, corporate business on a 
pedestal and decisively rejects any role for 
the government as the agency for 
development, except as a sideline activity 
for the personal gain of bureaucrats and 
politicians. 

The very idea of planning on the basis of 
social, economic and political-strategic 
priorities for strengthening the autonomy 
of India’s development process and 
consolidating the country's political 
independence is condemned by those who 
call the shots. Ideas of social transformation, 
decentralisation of the political and 
administrative structures, protection of 
labour-intensive productive activity and 
assuranceof gainful employment have ceased 
to have any relevance to the government’s 
economic and social policies. The Bghth 
Plan noted “a declining trend in employment 
elasticity with respect to growth In GDF'. 
This trend, instead of being halted, has now 
been confirmed in the mid-term appraisal to 
have accelerated as a resdil of the hi-tech, 
labour displacing economic growth which 
has been t^ously pursued (hiring the plan 
period. The idea thin foreign trade and the 
services sector would generate employment 
on a massive scale > a target of 10 million 
jobs had been set in the plan-was eleady 
a fanciful one. The domestic saving nte 
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had turned stagnaiu “partly influenced by 
the larger availability of consumer goods”, 
as the Eighth Plan document had pointed 
out, which was a shamefaced way of 
acknowledging the surge of consumerism 
among the upper classes, encouraged by 
fiscal and investment policies. The position 
in this respect has worsened under the 
“reform” policies and further eroded 
resources for development of the economy 
and people's welfare. 

When Eighth Plan was being formulated 
It had been proclaimed by the government 
that under the scheme of structural adjust¬ 
ment of the economy, the primary role of 
public authority in the development process 
would be to promote the social infrastructural 
sectors such as health, education and family 
planning. The planners had shown more 
foresight and honesty in noting in the plan 
document that, in Indian conditions, 
responsibility for investment in the 
development of the material infrastructure, 
which is long gcstating and gives low returns 
but widens opportunities for high profitability 
for private enterprise in the economy as a 
whole, would still rest in large measure on 
public authority and that private cnteiprise 
would take up this responsibility in response 
only to special incentives. Even for carrying 
out the tasks set for the public sector in the 
scheme of the Eighth Plan, therefore, the 
government would be required to raise 
re.sources on a massive scale. This position 
has now become stark and has been sharply 
pre.scnted in the mid-term appraisal of the 
plan. But any worthwhile corrective is 
precluded by the fiscal, pricing, production 
and trading policies pursued under the 
structural adjustment programme. 

It was, therefore, a grand deception on the 
part of the Rao government to talk of re¬ 
duction in poverty, increase of employment, 
vast expansion of the social infrastructure 
of education, health and family welfare when 
the Eighth Plan was drawn up. Under the 
new economic policy dispensation, the plan 
projections were entirely fanciful. The 
assumptions with regard to an inflation rate 
of between band 9 per cent, a current account 
defleit no more than 1.8 per cent of GDP, 
a decline in the government’s dissaving rate 
and an export growth rate of 13.6 per cent 
annually in the Eighth Ptancould not possibly 
have materialised. The mid-term appraisd 
of the Eighth Plan is unquestionably a useful 
document insofar as it has underlined this 
situation, much to the discomfiture of the 
Rao government. With the planning hoax of 
the Rao government thus exposed, the 
government has landed itself in an 
embarrassing position in the pre-election 
year. It is treating the mid-term appraisal as 
‘confidential* inadesperateattmnpt to protect 
its economic policy pretensions. The mid¬ 
term appraisal has stown that the so-cdled ^ 
reforms have failed miserably to promote 
either economic gRiwth or sqpial equity. The 
argument Is Ming peddled that the 
p^ormaoce of the government. ij[ideed the 


achievemenis of its reforms, diduld not be 
judged in terms of the targets of the Eighth 
Plan. The ‘positive’ trends in the economy 
after the crisis year of 1991 when reforms 
were launched arc being loudly stressed. 
The fact is being side-tracked that the Eighth 
Plan was finalised in 1992 and took into 
account the sorry state of the economy in 
1991. The mid-term appraisal notes 
developments in the reform era in terms of 
various economic indicators - growth rate, 
poverty alleviation, current trade account 
and saving rate - and compares them with 
the position in the second half of the 1980s. 
The first three years of the so-called post- 
reform period show a sharp retrogression on 
all counts 

With the step-by-step removal of the 
constraints on Uic free play of market forces 
and the pull of effective demand in the 
economy, investment flows, production 
structure and income distribution cannot 
conform to any meaningful and equitable 
socio-economic priorities. The attempt to 
obfuscate this truth cannot carry credibility. 
The leading forces at work in the socio¬ 
economic structure and the political-power 
superstructure with which the prime minr.icr 
has identified himself have clearly no use 
for planning. The functioning of the Rao 
government in the last four years has clearly 
testified to this position. If the Rao 
government still maintained the charade of 
planntng and kept the Planning Commission 
in place, it was the wily politician's way 
of fooling public opinion, especially since 
the results of the so-called liberalisation 
policy were bound to provoke strong 
popular protest. But, meanwhile, the ruling 
party, ba.sking in the applause of the small 
affluent segment of the population and of 
foreign vested interests, has lost its mass 


support bajM!.1lie«bisfib wlty to reprieve Ak 
lost electoral-political support throiighempiy 
populist gestures in the pre-election year. 
The attempt to activate the Planning 
Commission behind such an attempt too has 
misfired. 

It is not surprising that as a concomitant 
of the economic deterioration in the wake 
of the scuttling of planning and the launching 
of the economic reforms, the much cheered 
political stability during the tenure of 
Narasimha Rao as prime minister has been 
found to be a surface phenomenon. The self- 
styled economic reformers and their 
publicists are embarrassed by the 
developments in the economic, social and 
political spheres. Matters have indeed come 
to a head for the prime minister's party, in 
fact for all political parties and personalities. 
Rao proclaimed at the Surajkund conclave 
of his partymen that lie did not propose any 
more to join the forthcoming electoral battle 
on policy issues. The fight, on his part, 
would be for “who occupies the chair”. The 
wild populist gestures and promises he is 
making arc, therefore, designed explicitly to 
buy votes by hook and crook. What are 
being proposed are frankly doles. The 
estimates of expenditure on these doles 
which are being trotted out do not guarantee 
that such expenditure will be actually 
undertaken, let alone reach the selected 
beneficiaries. The leakages to officials and/ 
or non-government agents and agencies of 
the ruling party, which will be associated 
with their implementation, are known to 
be large even in normal times. They will 
be exceptionally large in the pre-election 
year. The Rao government's tenure in 
office is coming to a close as five wasted 
years for the country in every way and on 
all counts. 


CALL FOR PAPERS 

Unpublished papers, in the nature of an encyclopaedic contribution, are 
invited for inclusion in a multi-volume series being edited by Professor S. 
Bhagwan Dahiya on Liberalisation, Globalisation and Adjustment 
Programmes: Theory and Practice. The scope of this work includes the 
following aspects; 

1. The role of Economic, Social and Political forces in driving and shaping 
globalisation and regionalisation, and their interaction. 

2. The relationsh^ between globalisation and regionalisation. 

3. The implications of globalisation and regionalisation for developing countries. 

4. The economic, social and political dimensions of liberalisation, globalisation 
and adjustment programme. 

5. The process of interactions between interest groups and government 
decision-making during the successive phases of adjustment. 

UST DATE FOR SUBMISSION OF MANUSCRIPTS, PREFERABLY ON 
FLOPPY DISK: 30 NOVEMBER 1995 

This series will be pubHstfed by the Spell Bound Publications Pvt Ltd., Rohtak 
Papers should be sent to: 

Profeeaor S. Bhagwan Dahiya 
F>2, Uiflveraity Campus 
Rohtak>124 001 [INDIA] 



Fourth World Conference on Women 
^Gendering’ Development: Issues and Politics 

Shobha Raghuram 
Ruth Manorama 

Women the world over are concerned that Beijing should not remain 
only as a meeting point in the history of women's struggles enhanced 
hy the characteristic celebratory space, hut also be the time for genuine 
and committed negotiations when governments will set in motion 
policies and actions which will secure the advancement of women as 
equal social and political citizens of their communities and nations. 


OVER 30.000 women arc cx|)eeted lo be in 
China for the UN Fourth World Conference 
on Women (September 4-15. 1995). and its 
parallel Non-Government Organisation 
(NGO) Forum (August 3()-September 8, 
1995). At the Chinese capital, government 
delegations will complete the final round of 
negotiations on the Platform for Action, the 
document which in its draft form has already 
undergone several rounds of negotiations, 
the most crucial one being at the 39th 
Commission on the Status of Women (CSW). 
in NY (March 15-April 4). While the not- 
so-long-ago World Summit for Social 
Development at Copenhagen focused on 
issues of poverty, unemployment and social 
integration, the Beijing Conference has as 
leitmotifs the themes of equality, peace and 
development. The agendas for equality 
include goals for equitable and sustainable 
development, demands for safeguarding 
women's human rights throughout their life 
cycles and commitments from governments 
to that end. and. also the agenda for upholding 
peace as an irreducible condition for 
development. When governments at Beijing 
adopt the Platform for Action and commit 
themselves to implementing the agendas, 
they will be doing so at an i mpurtant juncture 
in history. 

It is 50 years since the dark skies of 
Hiroshima and Nagasaki and we arc on the 
eve of the 50th anniversary of the founding 
of the United Nations. We arc two years near 
to 50 years of the idependcnce of India and 
we are 50 years after the great historical 
beginnings of the Quit India Movement. The 
crises in human governance continue to 
mark the politics of everyday living and 
they arc reflected in survival indicators. 
Poverty continues to be progressive, 
undermining the full potential of various 
advancements in human endeavour and 
new forms of violence continue lo he 
invented and executed. Chernobyl and 
Bhopal remain searing landmarks of large- 
scale human disasters. The prospects for the 
poor everywhere and women tn particular 
are bleak, despite the great histories of 
social struggles and resistances. And the 
world remains as divided as ever. Africa 
contains 27 of the 41 countries with the 


lowest per capita income and the rest belong 
to Asia. Ever mounting debt, increased drug 
trafficking, lowering of environment 
standards as more polluting industries get 
relocated in the south, and an overall 
worsening of work conditions as large-scale 
migrations take place have all been serious 
setbacks for the efforts of governments and 
peoples' organisations during the last three 
decades to secure human rights in an 
economic, political, cultural and social justice 
agenda. Development efforts have not been 
able to resolve the dual realities of plenty 
and famine, health and disease, unparalleled 
advancements in knowledge and technology 
and growing illiteracy with child labour for 
many The Social Summit concluded with 
issues being raised with concern and with 
no real commitments being made. Women 
the world over are concerned that Beijing 
should not remain only as a meeting point 
I n the h istory of women' s St rugg les enhanced 
by the characteristic celebratory space but 
also be the time for genuine and committed 
negotiations when governments will set into 
motion policies and actions which will secure 
the advancement of women as equal social 
and political citizens of their communities 
and nations. 

For women, one half of the sky' and 
earth, much is at stake. They remain the 
prime architects and actors in preventing 
whole communities from collapsing. They 
remain the authors of a palpable struggle 
against the dehumanising trends of 
globalisation, of private accumulation and 
of untold violence against the pour, the 
disadvantaged, women and children. Women 
globally have struggled and will continue 
at Beijing to refuse to be treated as ‘soft 
policy options’. as beneticianes, as appendix 
to documents, or as supplicants for some 
benefits. They have underscored at the earlier 
negotiating grounds their strong and 
uncompromising roles as: 

Full and equal participation in all spheres 
of public and private life, based on lull 
economic, social and political citizenship... 

They have asserted that social rights and 
entitlements are part of constitutional 
obligations. 


Platform FOR Action 

The Platform for Action is a lengthy 
document running to 121 pages including 
the propo.sed Beijing Declaration which 
accompanies the Draft Platform for Action. 
It comprises three sections: the Statement of 
Mission, the Global Framework, the second 
section outlining the critical areas of concern, 
strategic objectives and actions, and the last 
section devoted lo institutional mechanisms 
and financial arrangements for promoting 
the advancement of women. This document 
succeeds the Forward Looking Strategies 
(FLS) Document agreed upon at the Third 
World Conference on Women in Nairobi in 
1985, The proposed Beijing Declaration 
which precedes the DPOA contains a 
preamble that expresses concern about the 
situation of women and emphasises the need 
to ad. On the goals 

(a) the previous international instruments 
are reiterated, 

(b) the global environment (descriptive) 
outlining world changes and the 
con.scquent changes for women is slated 
and 

(c) so IS the enabling environment 
(prescriptive) of empowering women 
and mainstreaming women in 
development 

The Drali Declaration ends with calling 
for ‘high-levcr commitment towards 
implementation of the POA and the action 
required at the national and international 
level. The Statement of Mission and the 
Global Framework lays out the intent and 
the vision that inspire the women’s 
movement. It also significantly underscores 
the macro frameworks in which women will 
have to fight for theirequality. Key references 
include “iiccclerating the removal ofobstacles 
to women's full and equal participation in 
ail spheres of public and private lite, based 
on full economic, social and political 
citizenship.... State policies were often 
indecisive and compromises were made in 
institutional and financial agreements, 
leaving many gaps in implementation. In 
the absence of mechanisms which could 
enforce accountability, it was difficult to 
hold institutions or the government res¬ 
ponsible, the trend continued in favour of 
gender equality and violations and women’s 
rights. Other factors were economic 
development trends and the concentration of 
power related to global li.scal restructuring. 
This has permitted governments to sacrifice 
the quality of life and fundamental rights of 
the people, particularly women”. 

The 12 critical areas of concern include: 

(a) The persistent and increasing burden of 
poverty on women. 

(b) Unequal access to and inadequate 
educational opportunities. 

(c) The equalities in acce.ss to health and 
related .services. 

(d) Violence against women. 

(c) Advance peace, promote conflict 
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resolution and reduce the impart of 
aimed or other conflicts on women. 

(f) Inequality in women’s access to and 
participation in the definition of 
economic structures and policies and 
the productive process itself. 

(g) Inequality between men and women in 
the sharing of power and decision- 
making at all levels. 

(h) Insufficient mechanisms at all levels 
promote the advancement of women. 

(i) (Lack of awareness of and commitment 
to (internationally and nationally 
recogni.sed) human rights of women. 
[The enjoyment of all universal human 
rights by women)'. 

(j) Inequality in women's access to and 
participation in all communications 
systems, especially the media; and their 
insufficient mobilisation to promote 
women's contribution to society 

(k) (l^ck of adequate recognition and support 

for women’s contribution to managing 
natural resources and safeguarding the 
environment)'. 

(l) [Pcrsi.sicnt discrimination against and 
violation of the rights of the girl child)' 
[Survival, protection and development 
ot the girl child)'. 

CoN nSTCD ArIiAS 

Each of the areas of concern carries with 
It a set of strategic objectives and actions. 
The sections on Poverty, Health, Economic 
Inequality, Human Rights, Environment and 
Girl Child have proved .so far to be the most 
controversial areas of contestation. The 
European Union, the G-77, the Holy See 
(Vatican) and the US have been playing 
strong roles in inlluencing the document and 
gaimngcoinpctitiveadvantage. Women from 
developing countries have challenged the 
already accepted presupposition evident 
particularly in the sections on Poverty and 
Economy I nequal i ty. The strategic object i ves 
and actions for Poverty are: 

- Review, adopt and maintain macro¬ 
economic policies and development 
strategies that address the needs and efforts 
of women to overcome poverty within the 
framework of sustainable development. 

- Rcvi.se laws and administrative practices 
to recognise women’s rights to economic 
rc.sources and to ensure women’s access 
to economic resources. 

-Provide women with access to savings 
mechanisms and institutions and to credit. 

- Conduct research in order toenabic women 
to overcome poverty. 

And for Economic Inequality they arc; 

- Promote women's self-reliance including 
accc.sstoemploymenl,appropriate working 
conditions and control over economic 
resources, land, capital, credit, technology 


* BracketedandundernegoliationasofMay 1.^ 
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and guarantee economic opportunities for 
women - Secure economic rights for 
women. 

- Take positive action to facilitate women's 
equal access to resources, employment, 
markets and trade. 

- Provide business services and access to 
markets, information and technology to 
low-income women. 

- Strengthen women’s economic capacity 
and commercial networks. 

- Eliminate occupational segregation and 
all forms of employment discrimination. 

- Create a flexible work environment - Better 
harmonisation of work and family 
responsibilities for women and men. 
Both the areas accept the present global 

Tiscal restructuring and assume that women 
must now find ways and means of mitigating 
the impact of liberalisation and find within 
civil society structures that will guarantee 
their ‘minimum’ conditions of survival. 
Women have condemned first, the 
ascendance of the market ideology which 
have promoted inequities and second, the 
unsustainable economic growth in indus¬ 
trialised regions which have jeopardised the 
quality of women’s lives. While the European 
Union at the Commission on the Status of 
Women argued that "we need to underscore 
the positive impact of the structural 
adjustment policies on women" activists, 
economists and many members of the G-77 
agreed that the negative aspects deserve 
emphasis. The demands in these two areas 
of concern for action include: 

{I) The SAP must be reviewed. The impact 
of national and international programmes on 
women should be monitored. Gender 
disaggregated data should be madeavailable. 

(2) The reform of the multilateral landing 
bodies must be put back on the agenda. The 
transparency and accountability of the 
Bretton Woods institutions is high on the 
list of demands made to all governments and 
UN bodies 

(3) Economic policies should be directed 
towards achieving sustainable development 
in the long run and not short-term economic 
growth. 

(4) The implications of the new trade 
regime and the World Trade Organi.sation 
should be examined and information made 
available. The increasing roles for women 
in the .service .sectors and ‘free trade zones' 
call attention to issues of hazards, work 
conditions, minimum wages, social securities 
and human dignity. 

(5) Women from south countries and India 
in particular have demanded an international 
regulatory mechanism for all Transnational 
Corporations. This becomes urgent 
considering that theCentre for Transnational 
Corporations was closed down and the 
WTO opened. Within the UN structure, there 
must be a body that continuously monitors 
the impact of transnational corporations on 
women. This can be situated in the Economic 
and Social Council. 

(6) Counting women’s unwaged work 
needs the evolution of a global structure of 


woilt including otipait^ work. Racognlsing 
and quantifying women’s unremunerated 
work and including its value in the Gross 
Domestic Product (GDP) or a satellite 
account of the GDP emerged as a key issue. 
Women do two-thirds of the world’s work, 
receive only 5 per cent of the income, own 
less than I per cent of the assets. Women 
remain at the bottom of the hierarchy of 
work and wealth. 'This is aggravated by the 
subtle and devastating problem of racism. 
“It shapes every aspect of women’s reality, 
ranging from the impact of SAP on women 
in the south to lack of pay equality for 
women north and south, and determines 
how their lives are spent. Yet this reality is 
nowhere reflected in the GDP.” This was 
pointed out by Juan Somania (Chile), Chair, 
World Summit on Social Development. 

(7) Actions by governments require a 
constant social and gender audit so that the 
poor and women as a whole would not be 
burdened with victimhood. Women urged 
for all development projects to be transparent, 
accessible from the initial stages to 
institutions in civil societies so that there 
would be a reduction of the oft-heard story, 
'the unintended consequences'. 

(8) Low income countries should receive 
compensation for losses experienced as a 
result of GATT. Resources should be made 
available for social development. 

(9) Debt reduction that go beyond existing 
packages must be reviewed. Debt 
cancellation as demanded at Copenhagen 
has to be renewed. 

(10) Governments of developed countries 
must commit at least .7 per cent of the GDP 
to development assistance. Governments of 
developing countries need to provide 
information regarding (he utilisation of aid 
women insist on accountable and transparent 
structures for aid utilisation and urge their 
governments to impiement aid in a manner 
which does not erode the self-reliance of 
nations and their people. 

(11) Women and food securities is a 
sectoral issue which will continue to receive 
sustained attention from all major women’s 
organisations. The decline of investments in 
agriculture by the state especially in 
developing countries, coupled with slashing 
down public food subsidies has been a matter 
of growing concern to women globally. 
Women’s organisations are mounting 
pressure on governments to play a decisively 
affirmative rote in this regard and warning 
multilateral lending institutions to remove 
conditionalities which cripple the survival 
of the poor. Women’s organisations at Beijing 
in the NGO forum will share models on how 
people in communities have developed their 
own foodgrain banks, etc. 

We have looked at the DPOA and even 
a generous view docs not dissuade us from 
believing that in the final analysis it fails to 
provide in essence the history of patriarchy 
and nation states and their continued 
influence in women not having rights over 
land and property. The document neither 
takes a hard look at the inherited .social 


systems nor does it wish to challenge the 
global political economy which absorbs and 
reinvents the dominant structures in third 
world countries. Women’s economic 
exploitation and the oppression and violence 
that ensues, according to the DPOA, requires 
only cosmetic atid accommodati ve spaces of 
redressal in dominant, gender insensitive 
modes of economte transaction common to 
the command market driven economies. 

The sector of health will continue to be 
a space of severe contestation. While south 
countries have insisted on strengthening 
peoples’ accc.ss and alfordability of health 
care (focus being on basic health care needs), 
the Vatican will insist as it has dune at the 
rSW meeting to bring back the controversy 
on abortion which dogged the ICPD agenda 
Thi s has been a tedious prtK'ess and women ’ s 
organisations from both south and some 
north countries have had to work overtime 
to project the problems ol health care ot poor 
women be it in .irca ol basic and 
comprehensive health care services, human 
reproductive technologies i>r drug policies 
which do not cut olf health care from being 
available to the poor 'Women’s health in 
women's hands' will be a sister slogan to 
‘Health lor all' 

Hi. MAN- Rir.irrs Framfwork 

Governments have also been asked to 
ratify the six core Human Rights Treaties. 
Women activists and several governments 
have demanded the use of the Human Rights 
Framework in the core areasof reproductive, 
economic, social and legal nghts. The three 
existing UN Treaties whieh need to be 
recalled include the International Covenant 
on Economic. Social and Cultural Rights 
(1966), the iniernationai Covenant on Civil 
and Political Rights (I96S) and the 
Convention on the Political Rights of Women 
(195.1), In 1945 the UN Charter declared the 
principle of equal rights for all “without 
distinction as to race, sex, language or 
religion". Throughout the negotiations 
women have reminded governments that 
there is no going hack on the hard won 
achievements of the earlier UN conferences. 
The World Summit for Children (1990). 
UNCED (1992) which recognised the skills 
and knowledge of rural and indigenous 
women, the protection of the environment 
and the management of re.sourccs. The World 
Conference on Human Rights (199.1). ICPD 
(1994) which reaffirmed women’s 
reproductive rights as human rights and the 
World Summit on Social Development 
(1995) which called attention to the pivotal 
role of women in addressing the problems 
of poverty, unemployment and social 
integration. At the same time one needs to 
be reminded of how long drawn the processes 
in the UN system are. leave alone how 
etfective the UN is in enforcing nation stales 
to abide by the treaties they ratify, in 1946 
the Commission on the Status ol Women 
was established by the UN Economic and 
Social Council. It took many years of work. 
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from 1959 when the Convention on the 
Political Rights of Women took place, to 
1981 when CEDAW came into force, for 
women to realise how painstaking and 
convoluted is the process of achieving rights 
for women among all the UN member states. 
While in 1985 at Nairobi the FLS for the 
Advancement of Women to the year 2000 
was drafted and voted on. it was only in 1990 
I hat the Commission on the Status of Women 
began work on reviewing progress towards 
implementation of the Nairobi FLS. In 1994 
several regional preparatory processes for 
the Fourth Women's Conference took place 
especially in Indonesia. Argentina, Jordan 
and Senegal. In 1993 at the WorldConlercnce 
on Human Rights a Special Rapporteur on 
Violence Against Women was appointed 
and a preliminary draft of report was 
submitted at the CSW this spring Women 
trom everywhere, at the CSW meeting 
retnvoked the ICPD achievements in 
underscoring the empowerment and 
autonomy of women as the basis for 
development and the Copenhagen Social 
Summit 1995 call for attention to the pivotal 
role of women in addicssing the problems 
of poverty, unemployment, and social 
intcgraiion .At the (\SW NGO women 
insisted that Beijing must not only adopt and 
determine priority actions but also gel down 
to mobilising women and men at both the 
policy-makingand grass roots levels. Women 
have called for a restructuring of the UN 
system with much greater transparency and 
accountabi lity. Women want a UN that offers 
and ensures global securities to civilians by 
way of strong institutional relations with 
member states. The UN continues in the 
post-cold war era and the post-year 2(K)fl to 
hold out a few possibilities in this direction 
particularly towards providing governance 
in an unequal world, torn by armed and 
ethniccontlicts Women willalsobca.s.serimg 
at Beijing that a prim-ry component of 
comprehensive peace will be an acknow¬ 
ledgement that the security of all people is 
more important than the security of states 
They have called for a total elimination of 
all nuclear, chemical and biological weapons 
and a ban on arms trade. They will be calling 
for the UN to recover the original aims for 
which the UN was created and for the UN 
to reassert its original purpose: Being the 
most viable mechanism for guaranteeing 
peace and governance. It is no simple 
coincidence that the bracketed texts continue 
to be references to SAP, governance of 
multilateral lending institutions,TNCs, social 
and gender audit of all major development 
environmental projects, ban on arms trade, 
among others! 

In the last one-and-a-half years during 
which time women the world over have been 
having regional meetings, negotiating with 
governments, etc, this question has been 
raised: ‘Whose world ts it and who will 
speak for whose world?’ If nation states 
wish to continue with their existing geo¬ 
political rivalries and contentions, Beijing 
must not be the site for these longstanding 


rivalries, ft is a tragic ifony that the 0 |>pFessed 
in whose name meetings ate being held and 
vast amounts of money is being spent, should 
hardly matter or figure as central to the 
negotiations and discussions. If UN 
conferences are reduced to peer group 
meetings where governments will be present 
and united on making no commitments to 
the people under review, these meetings 
may as well be done away with. In the 
process of globalisation, women as 
agricultural workers, as construction 
labourers, as peasant women, as community 
workers, and as industrial workers in free 
trade zones, among others, are fighting to 
safeguard their resources, keep their com¬ 
munities and families from disintegrating as 
the global economic integration takes place. 
Women from .south countries are quite clear 
in taking the stand that integration for the 
command economies and the elites every¬ 
where could mean further social dis¬ 
integration, increased migration, increasing 
number ot female-head^ households and 
even harsher working conditions for the 
poor everywhere. 

Criiic'al Juncture 

We are at a critical juncture. Women the 
world over face the rightwing back clash. 
In the name ot the ‘family’, for example in 
the US. the women’s movement is being 
held responsible for the ‘break up’ of the 
family. Women everywhere need to assert 
their protest against all (undamcntali.sm 
which destroy the broader social fabric on 
which alliances are built The pro-poor 
climate IS certainly on the demise and neither 
the states nor the markets will assume 
responsibilities for the sacrillces and the 
.social costs borne by the working classes, 
women and children in the informal sector, 
dalits, tribals, in effect all tho.se who have 
the greatest moral and political rights for 
demanding the fruits of development and 
economic growth. What is the status of the 
Beijing Declaration and the Platform for 
Action? Will a moral agreement on a specific 
.set of values, an open and agreed commitment 
to the set of values, objectives, and strategies 
for action bind governments to ‘gendering’ 
development and with political will create 
institutional mechanisms that work for the 
social good? While governments at Beijing 
will meet and decide on the final Platform 
for Action, women representatives both at 
Beijing and in their home communities will 
continue to insist on a minimum agenda of: 
Right to employment, regularisation of 
employment, minimum wages, maternity 
and paternity leave, right to association and 
collective bargaining, right to dignity, 
provision for safe and secure work 
environment, equal political representation 
at all levels, right to education, provision of 
constitutional guarantees and enactment of 
legislation to prohibit discrimination on the 
basis of sex and guaranteeing of ftill human 
rights to women throughout their life cycles, 
among others. 
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Uniform Civil Code 

Implications of Supreme Court Intervention 

SPSathe 

Different ethnic, reti^ioiis and linguistic groups have different traditions 
and cultures and they are entitled to presence them. Their personal laws 
are based on these traditions and cultures and therefore cantwt be 
obliterated ju.\( for the sake of uniformity. A imijorm law will have to 
accommodate such ritualistic diversities. 


IN a recent ca>e (Sarla Miuliuil) where a 
Hindu had cunverted hiniscll to Islam in 
order to marry a record wile while the I'lrst 
was living, the Supreme Court was piovokcd 
III ask the union governmciu wh.it it had 
done III pursuance of the diieetivc pimeiplc 
ol slate iMiliey contained in aiticle 44 oi the 
Consiiiuiion. which cnioins upon it to take 
Steps lor pioviding a unilorm civil code 
This has iriggeied a debate on this subicct 
.igdin While uniloiiii civil code as an ideal 
IS doubtless laudable, the liming and the 
occasion lor the Supreme Couil’s inicr- 
veniion w.is not opportune. Further, the 
speeches which the judges have made are 
likely to he niisunder.siood and could send 
w long signals lo various quarters. They could 
sirengthcn the majorilanaii chauvinism on 
the one hand and minority I'undamcntalisni 
on the other 

In l.ici unilorm civil code, like the cause 
ol Hindi as a national language has sul'lered 
due lo overenthusiaslic espousal by its 
criisadeis. The minonties, including the 
Muslims might have been less resistant to 
modernisation of their personal laws, it the 
kind of arguments which are ollen made by 
Its supporters had been avoided. Some such 
.irguments were unfortunately aired out by 
die Icarnedjudges of the Supreme Court and 
this lurthcr complicated this issue. 

One ol the judges Justice Kuldip Singh 
said that a unilorm civil code would 
strengthen national integration and that the 
niinoriiies should give up their commitment 
10 the two nation theory and agree to a 
uniform civil code. It was further .said that 
ihc Hindus had accepted reforms in their 
personal laws and sacrificed for the national 
unity. The learned Judge thcrclore exhorted 
the state to take steps to provide a uniform 
v ivil cvkIc. Now that the Supreme Court has 
observed that the above ob.servalions were 
not binding and were merely obiter dicta, 
they need to be caretully examined because 
even Ihc obiicrs of the Supreme Coun are 
worthy of greatest respect. 

We already have uniform laws in matters 
other than family affairs such as marriage, 
divorce, maintenance, inheritance and 
adoption. The assumption that uniformity 
produce.s harmony and integration itself 
needs lo be questioned. Wc have one law 


lor the maiority community and yet can we 
say that then- is iniegMiion within it'’There 
■ire disputes between the 'savarnas’ and the 
'dalils' and between various linguistic 
groups Did iKoplcs ol Karriaiaku and Tamil 
Nadu not kill each other recently when they 
quarrelled over the waters ot the River 
Cauvci f’ Such dissent docs not di.sappear by 
the presence ol a common law. Dmnocracy 
admits dissent and since ours is a plural 
siH'ictv any cllort lo regiment various ethnic 
and linguistic groups into a uniform mould 
could be counterproductive. Identity must 
be distinguished from separatism Having 
distinct identities is not against national 
intcgiation and they do not necessarily lead 
toseparatism Dillcrent ethnic, religious and 
lirjguistic groups have different traditions 
and cultures and they are entitled lo preserve 
them. Their personal laws arc based on such 
variety ot traditions and cultures and therefore 
cannot be obliterated just for Ihc sake ol 
uniformity 

One does not necessarily sub.scribe to the 
two nation theory or multiple nation theory 
by insisting upon the preservation of the 
.status quo. Within one nation there can exist 
a number of legal systems. In fact fcdcial 
government means the coexistence of such 
multiple legal systems Our Constitution 
places the plenary Icgislaii ve power i n respect 
of family, inheritance, .idoption, etc, in the 
Concurrent List of the Seventh Schedule 
thereby implying that both the centre as well 
as the slates can make laws on these subjects 
This means that Maharashtra may have its 
own family law different from that of 
Karnataka In the US. each slate has its own 
matrimonial law. 

Those who oppose changes in the personal 
lawsare not necessarily anti-national, though 
we may call them status quuists and 
conseivativc. If you read the report of the 
Hindu Law Reform Committee chaired by 
B N Rau. you will .see that various objections 
to the reform of the Hindu Law had been 
raised by leading members of the majority 
community and some of those objeelions 
were similar to lho.se whieh the minority 
leaders rai.se today. Even Rajendra Prasad, 
v»4to was the president of India wsus not 
favourably disposed towards the propo.sed 
reforms of the Hindu Law, Reform of the 


personal IttWs whicl|Js a precomlitton fbr 
the emergence of a uniform civil code geu 
delayed if one buttresses the case for it with 
such emotive arguments. 

The Constitution doubtless visualises the 
emergence of a uniform civil code but does 
It mean a single law for all? Can we not have 
dilferent laws for ditTerent communities 
provided they arc basedon uniform principles 
of gender and social justice? 

Article 44 of the Constitution which 
contains one of the directive principles of 
stale policy needs to be interpreted in 
coniionancc with the spin! of iheConstitution. 
What the directive principle of state policy 
means is that there should be uniform laws 
but not necessarily a common law. The 
expressums uniform’ and ’common’ are 
often used inteichangeably but they have 
dilferent connotations. Extension of the 
majority community’s law to all the 
minorities would doubtless make for a 
common law but would it make a uniform 
law'.'The word ‘uniform’ in article44 means 
that all communities must be governed by 
umloim principles of gender justice and 
human lustice Each personal law therefore 
needs to be critiqued from the perspective 
of .social and gender justice. It will mean the 
niudernisaiion and humanisation of each 
[lersonul law. A uniform law would mean 
not necessarily a common law but different 
|)crsonal laws based on unilorm pnnciptes 
ol equality of sexes and liberty of the indi¬ 
vidual. Let there be reform of each personal 
l.nw so us to weed out gender injustice and 
outmoded traditions or practices. Article 44 
of the Constitution must be interpreted in 
conjunction with article Hof iheConstitution 
which guarantees equality before Ihc taw 
and equal protection of the law. Article 14 
allows classiricaiion of the people and 
traditions, cultures and even religion in 
conjunction with cither or both of them 
could be the basis of classification This was 
the essence of the decision given by the 
Bombay High Court in Narasu Ap/ta Mali's 
case in which two of India’s most versatile 
judges namely, Chief Justice Chagla and 
Justice Gajendragadkar (who later became 
the chief justice of India) upheld the Bombay 
Prevenlionof Bigamous Marriages Act, 1946 
on the ground that the prohibition of 
polygamy among Hindus was not a 
different treatment lo the Hindus on the 
ground of religion but was because of the 
different traditions, history of social reform 
and cultures. Certainly there can be no 
discrimination on the ground of caste or sex 
and therefore such traditions which place 
women in subordinate position will have to 
be disregarded. Revision of the personal 
laws from such standpoint will ultimately 
take us towards a uniform civil cede. Such 
uniformity can sustain Ihc diversity of the 
laws. Uniform civil code should not be 
construed as a mandate for regimentation of 
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the laws because such regiineniaiion smacks 
i>l (otaliiarianism 

ThetenirdI gs'vcrninenl. however, cannol 
be absolved Irotn the charge of having 
neglected the wellare ol the minority 
eoitimuniiics On the one hand it twik no 
steps to modernise and rclorrii the law of 
marriage and divonc pertaining to the 
C'hiisiidiis in spile ol several requests Irom 
that eomniunity. The I .awCommission made 
a study ol that law and gave its report (XOth 
Report, IdXO) and the Supreme Court a.s 
well js several high court.s have exhorted 
the governineiil lor its inaction (Shah Ratio, 
Maty Ro\ .iiul Swajma (ihosh Sec Sathe 
l‘)VI) 

On ihe Ollier hand it nullified whatever 
had been achieved through judicial proccs.s 
towards the mitigation of the gender injustice 
in the Muslim Personal Law through 
decisions such as Shah Ratio. In that case, 
Ihe Supreme Court held that a Mu.slim 
divorcee was entitled to maintenance under 
section 125 ol Ihe Code ol Criminal 
Piocediiie from her husband even alter the 
period ol idtlaf The passing of the Muslim 
Wonien's Right on Divorce Act, 1986 was 
the most regressive legislative intervention 
which boosted the morale ol the Muslim 
lundamciilalists and orphaned the Muslim 
divorcees 

We feel happy that the union government 
is now taking up the reform of the Christian 
M.itrimonial Law This could be the 
beginning of the process of modernisation 
ol ihepeisonal laws. The government should 
lollow this up by a law ol adoption lor all 
Ihe communities. Such a law is necessary 
because at present the tacility of adoption 
IS not o|Tcn to the minority communities 
Under the Hindu Adoption Law, only a 
Hindu can adopt and only a Hindu child, 
either born as a Hindu or brought up as a 
Hindu cun be,adopted. 

Lcgislatiuri for the Muslims cannot be 
indelimtcly postponed. The argument that 
pcrstinal laA' is immune Irom the interven¬ 
tion ol the sovereign legislature is not 
sustainable. The right to be governed by 
pci.sonal law was never considered as pan 
ol the right to Ireedomof religion guaranteed 
by article 25 ol iheCon.stitution Moreover. 
Ireedom of teligion guaranteed by article 25 
ol the Constitution is subject to "other 
provisioh-s of this Part" which means it is 
subject to the provisions contained in Part III 
which contain guarantees of the fundamental 
rights Even if freedom ol religion 
compnfhends the right to he governed by 
(U'lsohal law. It does not cover the right to 
pi'rpeltiaic denial of equality or personal 
liberty to a section ol people who are 
governed by such personal law. Reform of 
Ihe personal law would be for making ihe.se 
laws Consistent with the fundamental nghts 
ol the women lolk and would also be a 
mcjxuneol social wellare for which the state 


can legislate under sub cl <b) of cl (2) of 
article 25. Polygamy, unilateral divorce, 
absence of provision for maintenance for a 
divorcee are somcof the curses which deserve 
to be weeded out. 

The Indian Secular Society has published 
a draft Indian Marriage and Divorce Act 
prepared by the scholars of the IL.S Law 
College, Pune. Another draft on the law of 
inheritance and succession is in the offing 
A draft of the common law of adoption has 
also been prepared by some organisations. 
The draft ^'t'image Law published by the 
Indian Secular Society is flexible enough to 
accommodate the diverstties of traditions 
and culture prevailing among various 
communities in a uniform law. These drafts 
aie intended to serve the purpose of providing 
a ba.sis lor a meaningful debateon the subject 
which will be free from acrimonious or 
chauvinistic overtones. 

While making these drafts we realised 
how difficult It would he to amvc at a 
common law. Our draft therefore had to 
accommodate diversities that exist in the 
personal laws. For example, Ihe rules 
regarding the prohibited degrees of 
relationship are different in the Muslim 
Personal Law from those m the Hindu Law 
A Muslim can marry his first cousin or 
should a Hindu be permitted to marry a first 
cousin whereas such a marriage i.s totally 
forbidden for the Hindus Should a Muslim 
be prohibited Irom marrying the lirsi 
cousin or should a Hindu be permitted to 
many a first cousin? Why should we really 
do that? Is It not bettei to allow each of these 
communities to follow their own traditions ! 


A debate wouki take place oii whetlwir ft 
person'.s right to dispo.se of bts property by 
will should be restricted as is done under 
the Mu.slim law. It woultlbe fiercely opposed 
by Hindus. Chri.sttans and Parsis who would 
say that such a restriction would go against 
individual liberty. The Muslim law provision 
on the other hand would doubtless ensure 
gender justice bccau.se daughters are often 
denied their inheritance by the willing away 
of the property. 

Each community would like to enjoy its 
freedom regarding religious rites performed 
on a wedding. The insistenceof the secularists 
that religion must be banished,!rom all 
worldly affairs may be ideologically sound 
but practically not wise. Even the mighty 
Soviet Union did not succeed in banishing 
religion. The uniform law will have to 
accommodate such riluali.stic diversities 
What IS important is that the prixiess of 
taking steps towards a uniform civil code 
should begin. So far this matter has suffered 
either from total neglect of the governments 
or aggressive postures of the majoritarian 
elements 
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Kashn^:. Aut^jiny biily Skdutioti 

Asghar AM Engineer 

Only steps towards autonomy backed by credible guarantees will 
provide a long-lasting solution to the problem in Kashmir. 


THE Kashmir problem has caused so much 
bloodshed, yet there is no solution in .sight. 
Punjab and As.sam also saw long drawn 
struggles but now there is not much violence 
in these two states, although it is difficult 
to say that they are devoid of any problem. 
But in Kashmir violence still rages. Most of 
the Kashmiris I met claim that more than 
40.000 people have died. The Charar-e- 
Sharict incident has further complicated the 
issue. Thus. th£ uppermost question is what 
could be done to resolve this tangle.’ 

There is no doubt that the people of 
Kashmir have begun to realise that the gun 
IS not the solution to their problem When 
the movement began in 1989-it was thought 
that ‘azadi’ was round the corner The whole 
atmosphere in the valley was ien.se due to 
the abduction of the then home minister 
Mtilii Mohammad Sayecd's daughter But 
such heroics lead nowhere. The Kashmiri 
militants have killed, beside innocent people. 
manyoftheirownranks-Qazi Nisar. Mauivi 
Farouque. and several others. 

This IS not to overlook, let alone condone, 
state violence. In fact, it is stale violence 
which legitimises militancy in the eyes of 
the opprcs.sed people. The day I reached 
Kashmir there was a general stnkc because 
the security lorces had shot dead two 
engineers on mere suspicion. No one dared 
to say anything before the parami litary forces. 
A truck driver was mercilessly beaten by the 
paramilitary forces before my eyes. Such 
act.s further alienate the people. So long as 
army and paramilitary forces remain in the 
valley there is bound to be widespread 
violation of human rights. It is almost 
tinptissible for any government to stop tt. 
In the case of Kashmir, it is all the more 
difficult as ISi of Pakistan is also playing 
its own game. The Jamaat-e-lslami- 
controlled 'Hizh-ul-Mujahidin' and the iSI- 
controlled ‘Harakat-ul-Ansar' have vested 
interests in keeping the valley in turmoil. 
The state of turmoilensures continuous flow 
of arms and money. 

In the initial stages, militants came from 
middle class intelligentsia. They were 
committed to make sacrifices for ‘azadi'. 
Some of them took to the gun thinking it 
to be the only way to achieve their goal. 
Some militants also came from the lowest 
rungs of society who envied their upper class 
masters. Many domestic servants also took 
to the gun and could dictate to their former 
employers. There have been ca.ses where 
they tried to mafry daughters of their former 
employers at gun>point. But soon lumpen 
and criminal elements took over the militant 


leadership. Some of them were drug- 
peddlers. Today it has become difficult to 
ascertain as to who is fighting for ‘azadi' 
and who for theirown or Pakistani ends. But 
one thing is clear. The people of Kashmir 
have begun to reali.se that militancy has led 
them nowhere, it has only ruined them. They 
have also realised that Pakistan cannot 
liberate them whatever its proclamations. It 
only aims to create turmoil in the valley for 
Its own ends. Thus a peaceful solution which 
ensures dignity ami honour to the people of 
Kashmir is being sought. 

Here too there is no unanimity among the 
Kashmiris. Though the Indian government 
has lost Its credibility in their eyes, all parties 
lie not reject accession of Kashmir with 
India Only the Hurriyat leaders and the 
militants challenge it. The National 
Conference, the Janata Dal. the CPKM) and 
other groups in Kashmir do not want to 
reopen the issue of accession at all. All of 
them agree to a measure of autonomy to 
Kashmir Even the governor thinks that 
without autonomy elections will not be 
effective in Kashmir. 

For Pakistan 

I interviewed almo.st the entire cross- 
section of Kashmir! society and their views 
ranged from "our legitimate accession could 
only be with Pakistan” to "Pakistan has 
ruined Kashmir”. According to Lone, a 
member of People's League which is also 
part of the Hurriyat. atrocities by the army 
and the paramilitary forces have not stopped. 
They have committed more atrocities ih 
villages than in Snnagar. He cited example 
of Mohammed Khan from Uri who was cut 
to pieces when he intervened on behalf of 
some villagers who were being beaten by 
the security forces. He admitted that the 
problem was extremely complicated and 
cannot be solved through guns. He was 
ready for negotiation and for reducing the 
defence expenditure of the two countries so 
as to keep south Asia free from the nuclear 
race. Lone did not lay down any conditions 
for starting negotiations. 

Gilani of Jamaat-e-lslami (the main 
constituent of the Humyat) which controls 
Hizb-ul-Mujahidin maintained that India 
should declare Kashmir a disputed territory 
and fulfil itscommitment to holda plebiscite. 
‘‘We can negotiate with India only on that 
basis. There is no question of accepting 
atitonomy. We have sacrificed lives of more 
than 40.(KX) people and honour of our 
women for what? For autonomy? Certainly 
not. We will accept nothing less than 


plebiscite”, was his mfiroin. On b«ng asked 
whether he will demand independence for 
Kashmir, be replied that according to the 
UN resolution only two options are avail¬ 
able: accession to India or PakLstan: there 
is no third option. When asked how does 
he expect 60 per cent of Hindus of Jammu 
and large number of Buddhists of Ladakh 
to join Pakistan, he pointed out that when 
Hyderabad and Junagadh were annexed 
through police action, the Muslim popu¬ 
lations in tho.se states had to remain in India, 
similarly, Hindus and Buddhists from Jammu 
and Ladakh can join Pakistan. On being 
informed that Muslims in Hyderabad and 
Junagadh states were not more than 7 to 8 
per cent, he did not reply. Gilani was of the 
opinion that the Kashmiri pandits should 
return to the valley, though he cannot 
guarantee their safety when their own lives 
were threatened. 

In Sopur shops were cln.scd becuu.se 
security men on patrol duty had looted a few 
shops. The security forces had taken revenge 
since a grenade was thrown at them. Many 
people complained that their houses were 
forcibly occupied by the security forces. 
Sopur is a stronghold of Jamaat-e-lslami and 
Hizb- ul-Mujahidin and was at one lime con¬ 
sidered to be a ‘liberated area'. For security 
personnel it is a hyper-sensilive zone. There 
are military bunkers all around and many 
houses are convened to military camps. 

Abdul Ghani ol Muslim Conference who 
resides in Sopur maintains that Kashmir 
belongs to Pakistan and if a plebi.scite lakes 
place he will vote for Pakistan. According 
to him the Kashmiris have been fighting for 
their rights since 1931 and took to the gun 
as a last teson. They know that gun cannot 
solve the problem ^t as in Ireland and in 
Sri Lanka it can lead to the negotiating 
table. Gani wanted the problem to be solved 
through the combined efforts of India, 
Pakistan and the people of Kashmir. He 
agreed that Jammu and Ladakh are not for 
merger with Pakistan. He wanted Chenab to 
be accepted a.\ thedi viding line, a proposition 
rejected even by ilie UN. Gani informed 
that there are 800,(XX) security forces in the 
valley but he had not given up hope and 
would not be subdued by the gun. 

Muzaffar, a retired college principal in 
Sopur. has no trust in Indian government 
and finds Indian seculansm a sham after the 
demolition of Babri masjid. An advocate 
from Sopur frankly admitted that though he 
is for Pakistan, the people of Kashmir are 
not for it. They prefer azadi'. He also admit¬ 
ted that armed struggle had ruined the 
economy of the valley but felt that had India 
fulfilled its commitments to Kashmir 
sincerely and invested in its development, 
disaster could have been averted. 

In Baramula, a sensitive border town with 
a large Sikh population, a merchant 
considered both India and Pakistan res¬ 
ponsible for their plight. He felt that mere 
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' ' elections cannot solve the problem unless 
the basic issue is addressed. People may be 
forced to vote by the army but the government 
will not inspire conlidencc. The only solu¬ 
tion according to him was autonomy and 
better economic opportunities tor the youth. 

For AinoNOMY 

Farouq Abdullah, the cx-chicf minister of 
Kashmir, was despondent and bitter that 
Narasimha Rao had not promptly responded 
to the Kashmir situation. For him the 
accession of Jammu and Kashmir to India 
was not subject of debate. But he wanted 
the 1952 accord between Nehru and Sheikh 
Abdullah to be honestly implemented to 
make elections meaningful. Abdullah also 
said that if autonomy is duly granted and 
elections are held, Kashmiri pandits will be 
able to safely return to the valley and this 
will enhance the prestige of the Congress 
in the country and enable it to win the 
general elections. But the Rao government 
IS dithering. Further, any declaration of 
autonomy must be fortiTied with credible 
guarantees. The people of Kashmir have 
been repeatedly betrayed and the Indian 
government needs to act quickly and 
decisively to salvage the situation. 

PeerGhyasuddm.ancx-Congress minister 
and now a Janata Dal member, recently 
published a kook on Kashmir, According to 
him. the Jamaat-c-lslami with its links with 
iSi is mainly responsible for provoking 
militancy in Kashmir. It was Mir Qasim who 
made an alliance with the Jamaat in early 
1970s and strengthened it. The Jamaat took 
advantage and inducted its men into key 
positions. It also appointed hundreds of 
teachers from amongst its supporters and 
thus could gel an opportunity to brainwash 
the students with its |KU-Paki.stan ideology. 
The Jamaat could influence a section of 
Kashmiri intelligentsia also. Ghyasuddin 
alleged that a large number of drug-peddlers 
are supporters of the Jamaat. Most of the 
militants are urban lumpen while some 
militants come from poor rural background. 
He did not hold the Indian government 
responsible for Charar-e-Sharief incident and 
viewed substantial autonomy as the long- 
lasting solution. 

Zafar Iqbal, a noted journalist of Chattan, 
an Urdu weekly, found both the sides 
adamant. The Indian government by its 
insensitive dealings had deeply alienated 
Kashmiris. Yet people are equally dis¬ 
illusioned with Pakistan. They would prefer 
azadi’ but it is not forthcoming. 

The Janata Dal president of Jammu and 
Kashmir unit, Abdul Qayyum Ansart and 
M Yusuf Tarigami of CPI(M) blamed the 
Jamaat-e-l$lami for ruining Kashmin people. 
Kashmiri people are liberal and follow Sufi 
Islam. When the Jamaat did not succeed in 
spreading its influence among the masses, 
it inflict^ militancy on them. If autonomy 
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is promised peace can be negotiated. Both 
were of the opinion that even if aimy had 
not burnt Charar-e-.Shariel it cannot wash 
off its responsibility for the incident. 

Shabbir Shah spent more than 20 years 
of his life in Indian jails and yet is not bitter 
about It. His only demand is that let people 
of Kashmir decide their future. When he met 
Vajpayee at New Delhi, he told him that 
since the latter had improved India-Pakistan 
relations why is he ignoring the aspirations 
of the Kashmin people by opposing article 
370. Shabbir Shah also ciarified that he 
stands for all Kashmins. Kashmiri pundits 
are an integral part of Kashmir and it was 
Jagmohan, the then governor, who created 
a fear psychosis in their minds. Pandits were 
killed not because they were Hindus and 
pro-India but because they were part of the 
establishment against which Kashmiris are 
fighting. The Indian government wants to 
use them as pawns in their power game. 
When Kashmiri leaders complain about 
violations of human rights, Indian govern¬ 
ment tells the world what the militants have 
done to Kashmin pandits. Most of the pandits 
have been given jobs and only poor pandits 
.suffer in miserable camps, said Shabbir Shah 
Shabbir Shah squarely blamed the army lor 
the destruction of Charar-e-Sharicf. The 
people ofCharar-e-Sharicf have defence 
ordnance shells in their possession "How 
could Mast Gul possess such shells, if it is 
he who burnt it?”, was his question. 

Krishna Rao, the governor ol Jammu and 
Kashmir, in an hour-long discu.ssion gave 
the entire background of the Kashmir 
problem. He admitted that the Kashmiris 
have genuine grievances Elections were 
rigged in the past and there has occii 
widespread corruption. Though the situation 
has improved still there are corrupt oflicials, 
some of them given to wine and women. 
This erodes the government's credibility 
Krishna Rao claimed that though the security 
forces have committed excesses, they have 
been considerably disciplined. 

He did not agree that 40,000 people have 
been killed. He puls the figure as 10,000. 
with militants and civilians in equal number 
Out of30,000 militants arre.sted 27,000 have 
been released, he informed. The governor 
IS for holding free and fair elections. 

L K Advani wants to conduct elections 
only after militancy in the state is completely 
uprooted. But, Rao argued militancy can be 
better fought with the help of a popular 
government. 

According to Rao, the army was not 
involved in the burning of Charar-e-Sharief. 
He informs that the shells with defence 
ordnance markings were launched to 
illuminate the darkness so that the army 
could spot the enemy in the night. Never¬ 
theless. many Kashmiris believe otherwise. 
Something effective needs to be done to 
restore the pvemment’seredibility. Judicial 


inquiry should not be avoided, if the army 
has not played any role in burning down the 
Charar-e-Sharief. 

The governor .said that unemployment led 
the youth to join the ranks of militants. 
Therefore, he asked for 10,000 jobs to be 
created for the Kashmiri youth in various 
parts of India. “Can we not create 10,000 
jobs in a big country like India?”, he asked. 

CoNt'l DSIONS 

The overall conclusion.s reached after the 
vi.sii to Kashmir can now be mentioned. 
Firstly, there is widespread tccling ol 
alienation in the valley. Thcvallcyljioks like 
a vast military camp. Secondly, the people 
of Kashmir arc now looking for a credible 
solution. They feel they have been ruined 
by militancy. Thirdly, as pointed out by 
almost all, autonomy is the acceptable 
.solution. Only a section of the Hurriyat 
might reject it. Announcement ol autonomy 
might result in a divi.sion in the ranks of 
Hurriyat. Fourthly, autonomy should be 
announced before the elections ate held and 
should be backed by credible guarantees, 
The people of Kashmir feel that they have 
been repeatedly betrayed and mere 
announcements may not satisly them. Fifthly. 
various developmental schemes must be 
started with a sense ol urgency and officers 
ol proven integrity should be put in charge 
of these schemes. Last ly. the common people 
ol Ka.shmir arc, despite years of militancy, 
liberal and tolerant as they ever were. Many 
ol them feel Indian secularism can piovide 
a bettci alternative. But they are dismayed 
by the ri.se ol Hindu lundamentalism 
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New Banking Culture and Small Borrower 

N A MiUumdar 

The new harming culture nurtured by the economic reforms is alienating 
not only the small borrower but also the small saver. 


THE reforms in the banking sector, 
introduced since mid-1991 initially as part 
of the macro-economic adjustment 
programme, have changed the profile of 
Indian banking, particularly of public sector 
banks. No longer, is it now possible to 
camouflage inefficiencies of banking under 
the garb of ‘social banking’. Profitability 
has emerged as the single-most important 
criterion for judging the operational 
efficiency of individual banks. As the Reserve 
Bank of India (RBI) put it: “Improving the 
profitability of banks would have to be a 
major pre-occupation..." Recapitalisation of 
nationalised banks, introduction of a system 
of income recognition, asset classification 
and provisioning, a greater degree of 
autonomy to banks in the interest rate regime, 
reduction in the non-performing assets 
(NPAs), and in the Statutory Liquidity Ratio 
(SLR) - all the.se have changed the face of 
public sector banks. RBI deserves to be 
congratulated for transforming the profile of 
Indian banking in such a short span and so 
painlessly. 

While all this is well documented and 
recognised, there is an aspect of change, 
which IS m a way a by-product of reforms, 
but which has remained virtually unnoticed. 
The reference here is to what might be called 
the new banking culture' which has emerged. 
This brief article seeks to focus on the new 
culture because it has far-reaching 
implications for the future growth of the 
economy. 

Most public sector banks today are 
attempting to cast themselves in the image 
of foreign banks and in the process there is 
aconscious neglect of priority sectors. Banks 
are there to cater to multinationals and the 
corporate elite and per chance to deal in 
derivatives - the lesson from Leeson is yet 
to be learnt! Let the small and tiny sector 
enterprises, the self-employed, the technocrat 
entrepreneur fend for themselves: they can 
approach the finance companies or the 
moneylender. Thus the new banking culture 
nurtured by reforms is reflected in shunning 
lending to priority sectors, exploiting fiilfy 
opportunities offered by capital market- 
related activities, a nose for making an easy 
and quick ‘kill’ in terms of pronts, making 
use of finance companies in preference to 
direct lending. This new culture isepitomised 
in the statement of the chairman of the State 
Bank of India who spoke of the “demise of 
traditional banking” in India. This approach 
betrays an innocence of Indian economic 
realities as we would seek to show. 

The main theme of this article is to 
demonstrate that diis new mind-set emerging 


among public sector bankers would be 
disastrous for the future growth of the 
economy, unless RBI takes concrete 
measures to make the new banking scenario 
compatible with small borrowers. 

Let us begin with the positive impact that 
reforms have produced on public sector 
banks. Even the Narasimham Committee, 
no admirer of public sector banking, did 
recognise that during the last two decades 
or so since the nationalisation of banks in 
1969, public sector banks have supported 
broad-based growth, mobilised larger 
resources, integrated the rural population 
into the financial mainstream and provided 
increased access to small industries, small 
farmers and weaker sections of the society. 
In term.s of sustainability of viability, 
however, the sy.stem left much to be desired. 
Basically, the capital base - the ratio of paid 
up capital and reserves to deposits - of 
public sector banks was around 2.85 percent 
in 1990-91. This was very low by 
international standards. The ratio of non¬ 
performing assets to total assets of the 
banking sector as a whole was as high as 
22 percent. Lack of proper disclosure norms 
had facilitated the process of pushing the 
problems under the carpet. The net profits 
of public sector banks after provisions and 
contingencies were no more than 0.18 per 
cent of working funds. All this has now 
changed. Indian banks with branches abroad 
were required to achieve a ‘risk weighted’ 
capital adequacy ratio of 8 per cent-by the 
end of March 1995, while all other banks 
are required to comply with the 8 per cent 
norm by the end of March 1996. Out of 27 
public sector banks, seven banks have 
achieved the 8 percent norm and nine banks 
the 4 per cent norm as at the end of March 

1994. Regarding the NPAs, for the system 
as a whole, NPAs are e^imated to have 
declined from around 24 per cent in March 

1994 to a little less than 20 per c«it in March 

1995. By the end of March 1995 all banks 
have fully met with the new provisioning 
requirements. Finally, the number of public 
sector banks showing operating proFits has 
gone up from 19 to 21 in 1993-94. Although 
six banks continued to show operating losses, 
RBI’s projections indicate that by March 

1995 at least two of these would have begun 
to show operating profits. This turn-around 
is a tribute to the remarkable skill witH which 
RBI has achieved the transformation. 

^ Neolut of Priority Sectors 

Let us now turn to the other side of the 
coin. Ute roost conspicuous feature of the 
’new culture' bred by reforms is the wilful 


neglect of priority sectors. The share of 
priority sectors iii total net bank credit 
dcclin^ consistently from 40.9 per cent in 
June 1991 to 39.3 percent in June 1992 and 
further to 35.9 per cent in June 1993. There 
are two disturbing aspects of the delault. 
First, although the target for priority sectors 
remained unchanged at 40 per cent, RBI 
appears to have chosen to wink at the default. 
Not only is there any traditional exhortation 
by RBI to banks to fulfil the target, but RBI 
has maintained a studied silence on the 
default. The RBI's Annual Report tW3-94 
was content by merely presenting the data 
on sectoral deployment of credit; there was 
not even a routine mention of the default. 
The Report on Trend and Progress of 
Banking in India ly^H-94 goes only a step 
further: "As a share ot net bank credit it 
(priority sector credit) increased by 1.9 
percentage points from 35.9 percent in June 
1993 to 37.8 percent in March 1994. against 
the stipulated target of 40 per cent”. RBI’s 
reports enjoy, and rightly so, a very high 
reputation for their analytical skills. Why is 
it then that this persisting and signifleant 
decline in the share of priority sector credit 
escaped RBI’s attention? One cannot blame 
commercial banks if they interpreted RBI's 
studied indifference as a signal for con¬ 
doning their wilful default. In sharp contrast 
to RBI’s approach, the Economic Survey, 
1994-95 of the government of India pro¬ 
vides a detailed discussion on this trend in 
priority sector credit. The explanation of¬ 
fered here may be an apology for an expla¬ 
nation but what commands admiration is its 
transparency. The second disturbing aspect 
of default is that such a decline in the share 
of priority sector has occurred in spite of the 
fact that the ’norms’ of priority sector credit 
have been diluted substantially. Forinstance, 
direct and indirect advances to agriculture 
can now be clubbed for meeting the sub¬ 
target of 18 per cent of direct advances to 
agriculture. The definition of priority sector 
itself is widened: advances up to Rs 5 lakh 
for financing the distribution of inputs for 
agnculture and ‘allied’ sectors can now be 
considered as indirect advances to 
agriculture. The ‘allied’ activities include 
dairy, poultry and piggery and consequently 
advances for poulby feed and cattle feed are 
eligible fqr being included under this 
category. The decline in the share of priority 
sector therefore becomes all the more 
conspicuous and RBI’s indifference 
inexcusable. 

As the recent MS Shoes episode has 
demonstrated, the nose for an ‘easy kill’ had 
goaded banks to rush into areas where angels 
fear to tread. Both private and public sector 
banks were involved in such adventures: the 
disease is so contagious that even small 
banks the headquarters of which are situated 
away from the metropolitan centres were 
involved. It is high time that we realise that 
what may apparently appear good for the 
balance sheet of an individual bank may not 
be necessarily good for the growth of the 
economy. 
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Fortunately, RBI has acted quickly in this 
area. Two measures deserve to be specifically 
mentioned in this context. There has been 
a proliferation of finance companies during 
the last couple of years; and also an unduly 
large increa.se in credit from banks to such 
companies Apart from the business of 
equipment leasing, hire purchase, car finance, 
etc, there is the apprehension that they lend, 
directly or indirectly, to support the capital 
market. It was in this context that RBI banned 
in Sepiembci 1994 commercial banks and 
financial institutions granting bridge loans 
or interim finance to non-banking financial 
companies (NBFCs) against capital/ 
debenture issues, etc. RBI reiterated in April 
1995 that this ban should be stnctly observed 
and that banks/financial institutions should 
ensure that this is not circumvented by 
provision of credit under different 
nomenclature such as temporary/short-term 
loan or working capital assistance. In 
addition, the overall limits of borrowings by 
NBFCs from bank.s/financial institutions 
have been reduced. RBI has also advised 
development banks to moderate their lending 
to NBFCs. 

There isanotherdimension tosuch lending. 
Although bridge loans to finance companies 
arc banned under the present guidelines, 
banks and financial institutions can together 
extend bridge loans to companies against 
public issues and/or borrowing from the 
market up to a maximum of 75 per cent of 
the amount actually called up on each 
occasion. From April 17, 1995 such bridge 
loans by banks/financial institutions to all 
companies including finance companies have 
been banned. 

These measures taken by RBI have to be 
seen in the broader context of the unsavoury 
developments in the capital market, which 
have surfaced in more recent months. 'ITie 
unwary saver should not be taken for a ride 
by fly-by-nighl operators. 

Anti-Poveriy Imaou 

If the reforms in the economy in the post- 
1991 phase have come to acquire an anti¬ 
poverty image, the financial sector reforms 
arc also to be blamed for it. RBI went about 
systematically draining out the social 
content' Iroin the banking system. Three 
measures can be mentioned to substantiate 
this point. First, concessionality in the interest 
rate structure, which was the bedrock of the 
interest rate regime, was virtually abolished. 
Even a small borrower today has to pay an 
interest rate of 12.5 per cent as against 10 
percent or so earlier. Secondly, provisioning 
has become cssential even for small loans: 
banks are now required to provide an ad hoc 
7 5 percent on all advances below Rs 25,000. 
As a consequence, banks have become 
increasingly reluctant to lend to small 
borrowers The decline in priority sector 
lending has already been discussed. The 
third point relates to resources of the National 
Bank for Agriculture and Rural Development 
(NABARD). It may be recalled that RBI 
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used to contribute to the National Rural 
Credit Long Term Operations (LTO) Fund; 
this fund used to provide on a continuing 
basis resources of a sizeable magnitude at 
nominal cost to NABARD, which in turn 
was able to offer refinance facilities to banks 
and co-operatives at attractive rates of 
interest. RBI in its new-found market 
mythology, withdrew its support to 
NABARD from 1992-93 and hence the 
latter's ability to inject funds at concessional 
rates of interest in the rural sector has been 
eroded seriously. No wonder that capital 
formation in the rural sector has declined 
sharply. 

In fairness it must be added that the RBI 
occasionally makes appropriate nosies on a 
social banking. For instance, C Rangarajan, 
governor, stated in January 1995; "Banks 
and financial institutions are legitimate 
instruments of social and economic change. 
Even as banks expand their activities to meet 
the di verse credit requirements attention must 
be paid to those sectors which may have 
special needs. Good banking should not be 
inconsistent with socially concerned 
banking". But the pity is none of the credit 
policy measures introduced in the post-1991 
phase reflects this good intention! Ultimately, 
It was left to the finance minister to reinject 
the ‘social content’ into the banking system 
and restore the role of banks as catalyst of 
development. 

In the Budget proposals announced by the 
finance minister in March 1995, two major 
programmes designed to promote broad- 
based growth and enlarge employment and 
income-earning opportunities for the weaker 
segments of the society were proposed, the 
establishment of a new Rural Infrastructural 
Development Fund (RIDF) and funding of 
the Khadi and Village Industries Commission 
(KVIC). What IS interesting from the point 
of view of the theme of this article is that 
commercial banks are involved in both of 
these schemes. Banks which default in 
meeting the priority sector sub-target of 18 
per cent of net credit to agriculture would 
be required to make the deficiency good by 
contributing to RIDF. This stipulation is 
likely to create a corpus of about Rs 2,000 
crore for RIDF. Again, banks are also required 
to provide on a consortium basis Rs 1,000 
crore to the Khadi and Village Industries 
Commission (KVIC) which will on-lend 
these funds to khadi and village industries 
enterprises, either directly or indirectly. 

This raises a more fundamental question: 
Are we not promoting what can called 
‘banking by proxy’? By surrendering some 
Rs 2,000 crore to NABARD and another Rs 
1,000 crore to KVIC. are not banks running 
away from their legitimate responsibilities. 
In fact these schemes would be tantamount 
to saying ‘If you cannot meet your priority 
sector targets surrender the amount to 
NABARD'. It is understandable why such 
an option is provided to foreign banks which 
suffer from certain infirmities like lack of 
a branch net work, so far as lending to priority 
sector is concerned. But why equate domestic, 


particularly public sector.banks wi^fortlgn 
banks? In fact, commercial banks have a 
much better track record in the area of direct 
lending to small borrowers than either 
NABARD or KVIC. There is always an 
advantage in involving banks directly in 
implementing, supervising and monitoring 
the concerned projects. 

In the urban sector, banks are finding it 
increasingly convenient to lend in bulk to 
NBFCs, as mentioned above. The small* 
scale industries, micro-business and other 
small borrowers are in fact being pushed into 
the arms of the NBFCs which charge lending 
rates of 25 per cent or even more. One begins 
to wonder whether we are reverting to the 
pre-nationalisation era when banks used to 
lend to 'multanis' or moneylenders, who 
were perhaps the only source of finance for 
small borrowers, they werecharging usurious 
rates of interest. Arc we elevating NBFCs 
to the status of the ‘new multanis"’ In a way 
this is the logical corollary of imitating 
textbook patterns of banking in a developed 
economy: transaction costs are lower if you 
lend to a small number of large borrowers, 
rather than it you lend to a large number of 
small borrowers. 

Public sector banks jiavc begun recently 
to imitate foreign banks in insisting upon 
a large minimum b,ilance lo be inainlaincd 
by savings bank account holdeis' this is yet 
another fall-out ot the market mythology, 
This is a retrograde step in a system where 
public sector banks could take legitimate 
pride in helping to rai.se India’s saving rate 
to a respectable level, through the process 
of institutionalisation of household .sector's 
savings. 

This new banking culture thus alienates 
not only the small borrower but also the 
small saver! 

Macro-economic compulsions demand 
that during the next 10 years or so there 
should take place an employment explosion, 
if a significant dent on poverty is to be made. 
Going by empirical experience the organised 
.sector is incapable ol providing the needed 
thrust to bring about such a massive 
expansion in employ ment. One has therefore 
to look lo the informal .sector - non-farm 
subsector, rural industries, small, tiny and 
.service subsectors, market-related self- 
employment programmes, and so on. In fact, 
this is one way of look i ng at the decentral i sed 
and broad-based growth pattern envisaged 
in the Eighth Plan. If the banking system 
has lo play the role of a catalyst of 
development, a new negimeof creditdciivery 
system has to be forged, perhaps involving 
voluntary organisations (NGOs) and self- 
help groups. A whole range of advisory 
services would have to be provided especially 
if the new hi-tech areas arc to be fully 
exploited. Viewed against this macro¬ 
economic perspective, it is imperative that 
our banking system, particularly public 
sector banks should refocus their attention 
on lending to priority sectors, small 
borrowers, micro-enterprises in the hi-tech 
areas and so on. 
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Warning to Left Front 

Biren Roy 

The CPI(M)’s attempt to take the offensive by organising a ‘victory 
rally’ notwithstanding the results of the Calcutta civic election, like 
those of the earlier municipal elections throughout the state, have 
been a setback for the party. 


THE results of the Calcutta civic polls held 
on July 9 clearly reveal erosion of ihe 
influence of the CPKM) and the Left Front 
in the city proper and adjoining areas. This 
was the third election held on the basis of 
Ihe 1980 Municipal Act which has .some 
unique features. It provides more power for 
the elected representatives. A cabinet type 
of constitution has been adopted with the 
piovision ol mayor-in-council led by the 
mayor vested with substantial executive 
powers. 

In this election, out of 141 .scats the Left 
Front got 70. the Congress! I) 66, BJP 2 and 
independents .1 Out of ’ independents, two 
li.ivc later on joined the Congress and one 
is still undecided. But in the 1990 election, 
the Left Front had secured 99 seals and the 
Congressil) had won only 37 seats and Ihe 
BJP 2, The CPI(Mj alone had secured 71 
.seats, I c. a inujority of the 141 wards. But 
this lime, the CPI(M) secured 5.1 scats and 
other Left Front partners 17 seats, including 
three independents supported by the Front. 
In Calcutta proper consisting ol 100 wards, 
the CPl(M) secured 34 scats, other Left 
Front partners 14. including one independent, 
whereas Ihe Congrcss(l) secured 50 seats, 
having wrested 17 scats from the Left Front 
whereas the Left Fiont wrested only one seat 
trom the Congress! I). The BJP won 2 seats 
inCalciitta proper. In Jadavpurareufadjacent 
toCalcultii). which is a traditional stronghold 
of the Left Front, that is of the CPUM), it 
could maintain its influence by .securing 13 
out of 14 seats losing only one by a narrow 
margin, but in Behala, another stronghold 
of theCPKM), it lost heavily; the Congress(I) 
secured 12 out of 18 seats. In the Garden 
Reach area predominantly inhabited by 
industrial workers and a Muslim minority, 
the CPI! M) won four out of nine scats. Here, 
an independent ol dubious character defeated 
both the Congress!!) nominee and the Left 
Front candidate who was a CPI stalwart. The 
CPI’s performance was dismal, it won only 
four scats out of IS contested by it. An 
important feature ol this year's election was 
that one-third of the total 141 .seats, that is 
47 seats, were reserved for women. The Left 
Front won a majority of these .seats. The 
Congress(l)’s gain was spectacular despite. 
in-fighting between the official PCCfl) and 
the Youth Congress(l) led by Mamata 
Baneijec, MP. Tlie results demonstrated a 
negative vote for the Congress(l). Both the 


Congress!!) and the CPI(M) accused each 
other of resorting to unfair means in the 
election. But there i s no doubt that the election 
this year was largely free and fair compared 
to the last election of 1990. 

Different reports indicate that in many 
constituencies the Muslim minority and 
slumdwellers did not vote for Left Front 
candidates. This is an ominous sign. 

In civic elections, besides national politics 
local issues also play an important part. On 
the whole Calcutta citizen’s expectations 
from the mayor-in-council were not fult'illed. 
On topol all these, the high-handed behaviour 
(it a section of CPI!M) activists and their 
alleged link with corruption made voters 
hostile to It. Being in power in the state for 
a long period of 18 years, there is no doubt 
that a section of CPI!M) cadres has become 
corrupt and self-seekers. There are allega¬ 
tions that factionalism inside the local 
CPKM) have led to the defeat of the CPUM) 
candidates in certain areas. 

In its election campaign the CPKM) failed 
to raise any significant slogan for improve¬ 
ment of CIVIC services, except highlighting 
the 'megacity' project and industrialisation 
with high technology. The result showed 
that the citizens did not attach much impor¬ 
tance to these slogans. On the other hand, 
the Congress!!) harped on corruption and 
partisanship of the administration. One has 
to appreciate that present-day youth, 
especially those between the ages 18 and 25 
fthc voting age has been lowered to 18 


yem), have misdeeds 

of the Congress h^me'during tite 19*70$. 
but they experience the misdeeds of a section 
of the CPI(M) activists in their respective 
localities. This factor influences their 
decision. 

The Congress(f) fared well also in the 
municipal elections held about a month ago 
in different municipalities. A significant 
aspect was that the CPKM) lost in the 
industrial belts of Hooghly district and in 
Kharagpur, another industrial area, and also 
in certain semi-urban areas bordering the 
urban municipality. These areas were 
considered .so long to be bastions of the 
CPUM). There is no doubt that the result of 
the recently concluded Calcutta civic 
elections and other civic elections definitely 
shows a setback for the CPUM). After the 
results were announced, there was jubilation 
in the Congress(I) camp and despondency 
in CPUM) circles. But the CPUM) sought 
to take the offensive by organising a victory 
rally on July 15. 

It should be mentioned that Jyoti Basu, 
the most popular leader of the CPUM) was 
absent during the whole period of civic 
elections. He was busy wooing the MNCs 
in the US and the UK. It is clear that his 
activities abroad did not enthuse the voters. 

As the Congress!!) decided not to contest 
the mayoral post and in fact boycotted the 
election, a CPUM) mayor was re-elected 
unopposed. The mayor-in-counci! has also 
been formed, though there is some bickering 
among the Lett Front partners over allotment 
of portfolios in the mayor-in-council. 

Prospects of improvement of civic ser¬ 
vices are not very bright especially in the 
face of Congress!!) resorting to obstructive 
tactics. 

The CP!!M) will do well to self-critically 
analy.se the causes of the setback in Calcutta 
and other civic elections and take corrective 
.steps against degradations in a section of the 
party. It should publicly declare the short¬ 
comings observed through such analyses. 
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New Malaria Action Plan 

Panic Response 

Sunil Kaul 

The 1994-95 malaria epidemics in many parts of the country were 
undoubtedly a result of the breakdown of the administrative aspects of 
the National Malaria Control Programme. Yet, the new plan of action 
adopted recently introduces new technical features without tackling the 
administrative problems. 


THE modil'ications made in 1995 to the 
National Malaria Control Programme'.s 
(NMCP) Modified Plan of Operations (MPO) 
and thus named Modified Action Programme 
have been clearly made in a hurry as a panic 
reaction to the large-scale deaths that took 
place in various parts of the country in the 
past one year. The diagnosis oi the epidemic 
has been wrong; the remedy seems to he 
worse. 

While the blame for the epidemic should 
be placed squarely on the medical ad¬ 
ministrative machinery, most of the changes 
that have been made are directed at the 
technical aspects of the programme while 
the administrative aspects of the plan have 
seen only cosmetic changes. Public health 
tenets have been shown the back door under 
the guise of a pragmatic approach to tackling 
malaria. On the one hand, there are i mportant 
changes made in treatment schedules without 
assigning cogent reasons for the shift in 
policy; on the other hand, status quo ante 
IS maintained about pill sizes and availability 
of syrups/sugar coated formulations ot 
chloroquine for small children. What is really 
inexplicable is the silence on the issue of 
making humanpower and matenal resources 
available for the implementation of various 
modifications wihout which the plan may 
not work at all. To begin with MPO says 
that "Deaths due to malaria are only due to 
P falciparum infection” (para 3.2.1). This is 
too sweeping a statement and denies the 
victims of relapsing P vivax, like those who 
have severe anaemia and either abort or 
succumb to childbirth, a sensitivity that they 
deserve despite their low incidence. Further 
the presumptive treatment for areas where 
microscopic diagnosis is not available 
immediately is laid out to be chloroquine 
plus sulpha combination because “suplha 
combination has no action o P vivax”. This 
fact that sulpha combination is ineffective 
against P vivax is not borne out by any of 
the standard textbooks of pharmacology 
and if there is some study available to the 
NMEP which proves this, it needs to be 
brought out of the wraps. 

The action plan shows a table which 
indicates the r^ical treatment of P vivax. 
Pmalanae, and mixed infections, according 


to which an adult will have to take four 
tablets of 150 mg chloroquine and six of 2.5 
mg pnmaquine on the first day and continue 
taking SIX tablets of primaquine for the next 
lour days. The dosage for radical treatment 
ol P vivax as per the WHO schedule still 
continues to be 10 tablets of chloroquine 
over three days and had been the same in 
the NMEP guidelines earlier The technical 
committee which has recommended a lower 
dosage must have done so only after having 
convinced itself ol the efficacy of such a 
truncated dose by some studies which are 
contrary to the experience of many a doctor 
like myself working in the field. Obviously, 
we need to know more about such a study. 
Besides, the thought ol swallowing lOtahlets 
at one go has always been very worrisome 
for most patients one encounters. NMEP 
could do well by making two dilTerent types 
of tablets of chloroquine which can be scored 
to make it easier to halve 600 mg and 300 
mg tablets can do the inck lor all ages and 
cases of malaria Similarly, 5 mg and 10 mg 
scored tablets of primaquine can do the 
needful for all ages and cases requiring the 
drug. This can reduce the maximum number 
of tablets at one time to only two and a hall 

Further on the action plan mentions 6(K) 
mg of chloroquine as sufficient for the radical 
treatment of P falciparum. This is once again 
questionable on the same grounds as earlier 
but needs double the attention because 
inadequate dosage schedules can worsen the 
chloroquine resistance siiuuiion already 
getting out ol hand in the country. The 
higher chloroquine dosages (menioned in 
3.2.3 (c)) which conform to the WHO 
schedules arc recommended "wherever 
feasible" but this tails short ot what malaria 
conscious doctors would like others to 
prescribe 

Also, there is no rationale tit presenbing 
primaquine to patients with the P falciparum 
parasite because there is no persistent tissue 
phase to tackle. If it is given to prevent 
transmission, it can be justified as a public 
health measure only during epidemics 
because ot its attendant risks of causing 
haemolytic anaemia. To expose all the 
patients at all limes to the risks of this drug 
when It is of no benefit to the patient cannot 


be explain^ except in extreme ciicain-> 
stances. 

Similarly, the treatment schedule for 
radical treatment of resistant strains of P 
falciparum for adults has been limited to 
1,000 mg Sulfalene + Pyrimethamine 
although there should be some provision for 
1500 mg Sulfalene + 75 mg Pyrimethamine 
for adults as per WHO recommendation (at 
least for those weighing more than 50 kg). 

Earlier in the action plan document the 
conditions mentioned for identification of 
high nsk areas in rural areas has no relation 
to the ABER. and thus there is every 
possibility of the surveillance going awry. 
The low ABER which has been theTiallmark 
of our poorly supervised malaria programme 
can never provide reliable data for any 
programme. Hence formulae can easily be 
worked out to take into account the ABER 
of the particular PHC to avoid a situation 
where the monitoring may become 
meaningless on account of low ABER. 

The voluntary link worker (VLW) which 
has been advocated by the scheme (para 
3.1.3) may be in line with the latest thinking 
of involving the local community in tackling 
malaria, but it should te reserved only for 
areas other than high risk areas. Laying out 
the duties of VLW does not mean an ensured 
accountability for surveillance of a standard 
that IS desirable tor areas at a high risk. 
Further, there must he .some provision for 
incenti ves (per slide col lected) or honorarium 
payable probably by the panchayat to ensure 
continuity of the VLW, 

With reference to pathological examina¬ 
tions only the JSB slain has been recom¬ 
mended for examining blood smears. This 
is frequently out of stock NMEP should 
have taken this opportunity to include the 
po.ssibility of using Leishman's .stain which 
can he used equally well to sec the malarial 
parasite and is easily available for routine 
blood examinations. One has frequently seen 
malarial surveillance work .stopping on 
account of non-availability oi the JSB stain 
and the manual in its present lorm only 
reintorccs the assumption that malaria smears 
can only be seen using the JSB stain. Further, 
the expcctatioif that a lab technician can 
examine 100 fields in live minutes is loo far- 
letchcd especially because there arc no 
assistants provided to the lab technicians. 

PRKVliSniON 

The malaria engineer (mentioned in para 
4.1.3) needs to he described further because 
one has not heard of such a speciality in the 
engineering field. Maybe, NMEP is 
committed to run such a course. On the 
selection of suitable in.sccticide the manual 
fails to mention anopheles stephenis, one of 
the major urban vectors and the one 
responsibile for the epidemic of Rajasthan 
in 1994. The decision not to entrust the 
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lusecticidat ^pi’ay op^atiotts to''*^ndnr 
technical personnel like contractors, volun¬ 
tary bodies, etc”, is objectonable because 
voluntary bodies are in close contact with 
the village communities and this is the easiest 
of the antimalarial operations in which the 
villagers can contribute. Al.so.tilltheNMEP 
manages to get a large workforce, the spray¬ 
ing of the remote areas will continue to 
suffer. 

Further, the report mentions that “Cattle 
sheds arc not to be sprayed" in order to divert 
the mosquitoes from human dwellings to 
cattle sheds. This point was actually stressed 
upon earlier but in the reverse, in that cattle 
sheds were not to be left out. To reverse its 
earlier stance, the NMEP is now localising 
Its .sights only on human malaria. This may 
he understandable, but it losses sight of the 
fact that the most vulnerable population - 
that is women of childbearing age - enters 
these .sheds precisely at the times of maximum 
activity of mosquitoes, that is, at dawn and 
dusk, and wi II get exposed to the mosquitoes, 
unless this directive is changed. What one 
IS also sure of is a general resistance in the 
villages to such a selective spraying becau.se 
animal sheds arc as.sociatcd with the mosquito 
menace. 

The recommendation to monitor the 
cholinesterase levels regularly appears very 
ambitious because such facilities are not 
available anywhere in India except a select 
handful of cities. Mass surveys as advocated 
in the report must be avoided as they tend 
to encroach upon the busy schedule of the 
lab technician and adversely affect the slide 
examination rate. 

Apart from the points highlighted above, 
there arc many issues included in the manual 
cither a hit prematurely, e g. biocide sprays 
which arc as yet unavailable with the NMEP, 
or need to have been stressed upon but have 
only a slight reference, e g, the use of lavicidal 


surprise checks of prescriptiotU to -iee' if in preventing epidemic because it 
they conform to rational or NMEPguideiines is as clear as tl» of the day that the 

and of lab work and spraying activities in epidemics of i994-9S have occurred less 
the field are necessary. Some exemplary and due to faulty policies and more due to the 
prompt punitive action may go a long way total collapse of an unsupervised system. 


UNITED STATES 

Mending Medi< 

AB 

The relevance of the issues raised in the debate on mending the 
Medicare programme in the US extend beyond the US since they 
involve the question of how to harness the merits of the market in terms 
of offering a choice while guaranteeing a minimum to everyone. 

NEXT to the trials of O J Simpson (the bills of doctors and hospitals, would 
football celebrity who has been arraigned conUibute a fixed sum to a health insurance 
for the murder of his ex-wife and her plan on behalfofeach medicare beneficiary, 

boyfriend) and Susan Smith (the young As a recent page-long article in the Afew Fork 

woman who killed her two little .sons to Times put it, “In the argot of health policy, 
placate a reluctant lover), the subject that a defined benefit would be replaced by i 
occupies the centre-stage of public attention defined contribution". The merits of the 
in the US these days is the future of proposed scheme - commonly called the 
‘Medicare’, the ambitious programme that ‘voucher system’ - would, according to its 
was instituted 30 years ago to assure health proponents, permit the recipients to choose 
care to the country's senior citizens and the what they want and at the same time enable 
incapacitated. the government to control the costs which 

Created by the Democratic administration are currently multiplying at an unsustainable 
under president Lyndon Johnson, the annual rate of 10 per cent. Under the new 
programme runs a government insurance to system the beneficiaries will choose from 
pay the hospital and doctor bills of the the plans offered by the health management 
elderly and has been acclaimed as a great organisations who provide this service to 
success, benefiting 33 million Americans in millions of the employed, but at a cost. What 

the age group 6S years and above (together the fixed government contribution will mean 
with 4 million disabled), the only group in is that a beneficiary will get a cash rebate 
the country to have universal coverage, if the plan he chooses costs less than the 
Before its advent, any serious illness of a federal payment, but would have to pay the 
retired person could be ruinous for him and difference if it falls short, 
his family and eat up the family's entire The Democrats maintain that the 
savings. Many (more than one-third) went Republicans' proposal would end the 


lish for the control of malaria. One would 
have hoped (or this lacility to be made 
available at the PHC level but the manual 
docs not recommend this. There is ai.so a 
silence on the peripheral monitoring of 
insecticide rsistance of mosquitoes and of 
chloroquinc resistance amongst Plasmodium 
(one of the forms in the life cycle of the 
micro-organism). The earlier this is ensured 
so as to allow a prompt and decentralised 
action to be taken at the PHC level to 
encounter the resistance, the better, it 
would be. 

One more field where the NMEP can help 
is to encourage the use of mo.squito net and 
other personal protective measures. In times 
ol epidemics, serious thought can also be 
given to chemoprophylaxis for all the people 
or at least for children and pregnant women. 
La.st hut not the least there is a crying need 
loensure that the system works. None of the 
plans will Crime to fruition unless there is 
accounlahllitFln the system. Random and 


without any treatment as a result. 

Despite its achievement and popularity - 
the longevity of the aged has perceptibly 
increased - the future of the programme 
faces a big que.stion mark, the primary reason 
being its continuously escalating costs and 
theimplications in terms ofinter-generational 
inequity in the tax burden if it is to be 
maintained in its present form. While 
everyone agrees that the programme should 
continue, how to control its costs has been 
a m.iiter of bitter controversy among 
poliiicians and policy-makers with strong 
ideological overtones. 

In the absence of anything concrete from 
the Democrats as to how to go about the task 
- their plans to reform the health care system 
comprehen.si vely having come acropper last 
year - the debate has so far focused largely 
,on the model offered by their opponents, the 
Republicans, that would transform the pro¬ 
gramme. Wlut this altcrhativjB .envisages is 
that the government, instead of paying the 


fundamental purpose of the programme, viz, 
entitlement to first class medical care for all 
elderly and incapacitated Americans as 
exercising a choice would expose them to 
the pitiless and perplexing medical market. 
“Vouchers are a cruel birthday present on 
the 30th anni versary of Medicare” said Donna 
Shalala. secretary of health and human 
services in the Clinton administration. 

At bottom, the differences in the approach 
of the two parties over the issue - how to 
mend Medicare - reflect the gulf in their 
perceptions about how best to balance the 
budget and on the larger question of what 
is the proper role of government in matters 
like health care. What is being asked is. 
should the elderly be left with no alternative 
but to look up to a slothful bureaucracy that 
exclusive health care catering by the 
government means or can the market be 
trusted to provitte all their insurance needs? 
The budget balance plan touted by the 
Republicans and approved by the Congress 




promises to end federal deficits in seven 
years, relying on a spending cut of nearly 
$ I trillion of which $ 270 billion will come 
from saving on Medicare alone (and S 180 
billion 1 1 om that on Medicaid, the programme 
ihai extends health assistance to the poor). 

Relying on a new government analysis, 
released on the programme’s anniversary 
day, July 30, president Clinton questioned 
the Republicans' claim that their model of 
managed care would oiler a preferable 
aliernaiivo to the beneficiaries. TTie Republi¬ 
can plan 10 rcsiram the growth ol Medicare, 
the study prepared by ihe department of 
hcalih and human services has shown, 
would mean going under the poverty line 
for some 5,00.000 elderly Amencans who 
already face dilficulty in meeting their 
c.sscntial expenditures. Each of them would 
have to spend on an average $ 625 more 
annually than they do now if the Republicans 
have their way. Even more would be 
impoverished, the study further says, if block 
grants were to replace the government 
medical insurance scheme. 

'These cuts would force their families to 
make choices between generations that no 
family should have to make”. Clinton said 
in his weekly radio address on July 30 
While acknowledging that Medicare needed 
to be saved Irom going bankrupt - the 
Medicare Fund Tni.stces have warned that 
the system will go under in seven years 
unless major steps are taken to change it - 
the president went on to say, “we do not have 
to bankrupt older Amencans to do it". He 
claimed that his plan to balance the federal 
budget in 10 years would also reduce the 
growth of Medicare by $ 124 billion over 
the next seven years, but would avoid 
intliding the kind of hardship that the 
Republican plan contemplates in order to 
finance lax cuts for the rich. 

The idea ol giving the benetkiaries more 
choice and greater financial stalTe in their 
choices which will result from the 
government providing only a fixed sum 
toward purchase of a privately managed 
medicare policy is endorsed by experts like 
Heniy Aaron ol the Brookings Institution 
and Rubir Reischauer. former director of the 
Congressional budget olfice. In order, 
however, that everyone gels the basic care 
they would like the govenimeni to lay down 
a package of minimum benefits that must 
be provided under every plan that the private 
health management organisations offer. 

The Federal Empk>yee.'' Health Benefit 
Programme offers a mrxfel for the system 
the Republicans arc advocaiing. Under that 
programme the government contributes not 
just a flat sum, but 60 pei cent of (he average 
premium for the six biggest health plans. 
The incentives apparently work and, as the 
NYT article notes, federal employees shop 
avidly and many have moved into lower- 
cost plans. 


The question that critics ask is does the 
voucher system mean more opportunities or, 
in reality, more coercion? If, as the 
Republicans want, the Medicare budget is 
to be shrunk by $ 270 billion or 14 per cent 
over seven years, given the growth ol health 
care and private insurance costs, payment 
by the government for each beneficiary will 
grow less, implying an erosion of the value 
of the voucher. 

Of course, the Republicans reject any such 
prognosis and maintain that their plan would 
not “shove the elderly into the cold" but 
would preserve ail the benefits they enjoy 
at present. However, there can be no getting 
away from the reality that implicit in the 
Republican proposal is the presumption that 
■hose who choose the traditional fee-for- 
service Medicare facilities would have m 
pay more by way of higher premiums and 
their share of the actual medical bills 
('deductibles’ and ’co-payments’). 

Recent opinion polls suggest that while 
there are sharp differences among political 
parties and among different sections of the 
people - the wealthy and the indigent - 
support for sensible retorm ihai would heed 
the retirees’ needs and means has grown and 
IS now large enough for pirliticians to deal 
with the basic problem without fearing lor 
their re-election. 

The debate over this as also the related 
questions of reform of welfare’ and 
'Medicaid' will almost certainly be carried 


over to the next year and will foirn S'niqjor 
issue in thepiesidential contest of 1996. The 
outcome however wilt have repercussions 
beyond north America. At bottom is the 
issue of government vs the market. Believers 
in the market - who now dominate the policy 
scene all over the world - will no doubt see 
in the swing from total government support 
for health care of the old to limited state 
involvement and allowing individual choice 
and management by the market a vindication 
of their faith. They would however do well 
to note that what is at issue here is not 
whether thegtivemment should involve itself 
in seeing that everyone among the pid who 
needs medical attention gets it but what 
should be the extent and modality of the 
involvement. There is no question of the 
federal government reneging on the 
commitments it gave to the seniors 30 years 
ago. The search essentially is for ways in 
which the system can meet the demands it 
IS going to face in the next decade as the 
aging population explodes and. equally 
importantly, in which the merits oi the market 
in terms of wider choice can be harnessed 
w hile guaranteeing a minimum to everyone 
Above all, America is ■■mending and not 
ending Medicare, a shining symbol of a 
society’s concern for the care ol its elderly 
and incapacitated - a distant dream fur a 
developing country like India where any 
medical care worth the name remains the 
privilege ol a lew 
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Resolving Centre-State Conflicts 

Nirmal Mukarji 

In the sphere of centre-state relations what we have now is an 
altogether new hall game. If there are lesso.is from the past they come 
from the way the 'exceptions’ sector has been hamlled or rather 
mishandled - one, that civilised governance must rely more on 
democratic dialogue than on authoritarian militarism; and, second, that 
conflict in plural polities mu.st he resolved without flinching from 
exceptional settlements that re,spect the aspirations of deeply troubled 
groups. 


(N the discourse in India on centre-state 
relations three chaiacteristics ol the states 
are often lost sight of. 

One is that, unlike in the US, the stales 
in India are not indestructible Mint of the 
slates lhat aie there now weic only siaics- 
in-lhc-makingiheolherduy They woie born 
out of proces.ses that are still going on. 
Therefore new stales may keep being created. 
The present political map ol India bears no 
resemblance to the one at independence in 
1947. Foi all we know tomorrow's map may 
be substantially different lioin today’s. So 
when we in India talk of centre-stale relations 
we talk ol relations between an indestructible 
centre and not-so-inde$iructtble states 

rite .second characteristic is that the stales 
are units not ol a ledeiation but of a union, 
aptly styled a quasi-federation 'Quasi' 
becdu.se. influenced by ihe trauma of 
partition, the con.stitution-makers opted lor 
a strong centre, arguing that this would help 
to hold the country together. There is a 
federal .scheme in the shape ol division of 
powers between the centre and the states, 
but It IS heavily skewed in favour of the 
centre. In practice the centre has become 
much more powerful than what the 
constitution-makers visualised. Centralised 
planning has contributed to this. So has the 
‘fuehrer’ model adopted by the Congress 
Party, which has been in power at the centre 
for most of the time. 

Thu third characteri.stic is the unevenness 
of the states in size, population and stage 
of development. Of the 25 .states, Uttar 
Pradesh (UP) is the largest with a population 
of 140 million or so. At the other end is 
Sikkim with a population of less than half 
a million. The constitution treats all of them 
at par. in that all have to conform to the 
prescriptive provisions of the part dealing 
with ‘The States’. So each state has a 
governor, a chief minister, cabinet, 
legislature, high court, even a chief secretary 
and a uniformly patterned bureaucracy. 
Within a state law.s and policies apply 
uniformly to all people and regions. The 


reality, of course, i.s lhat states and regions 
within the larger states differ widely When 
this reality is ignored there is trouble. 

I have mentioned these characteristics at 
the outset because they have a bearing on 
what I have to say 

I 

I shall lake the liberty of including staies- 
m-lhc-muking m this presentation, and shall 
in fact deal with these first. 

The plain f.ict is that the centre has had, 
and still has. more visible conflicts with this 
category than with already constituted states 
LiMiking at the past, m most instances the 
centre lelused to yield to the demands from 
this category until loicod to do so. Potti 
.Sriramulu's sacrilice, for instance, forced 
the centre to di vide I he old Madras presidency 
into two separate states of Telugu and Tamil 
speakers. It also compelled the setting up of 
the States Reorganisation Commission, 
which m turn led to a wholesale redrawing 
of state boundaries largely based on the 
linguistic-cultural principle. Even then 
Maharashtra and Gujarat could be constituted 
as separate slates only after much blood was 
shed over the future of Bombay city, and 
Punjab only after tong and sustained Akali 
agitations In the north-east, Nagaland and 
Mi/oram could gain recognition as states 
onl> after years of tierce insurgency by the 
people and fiercer counter-insurgency 
operations by India’s armed forces. 

The point to note is lhat in all such cases 
there was contlict or potential conflict 
between the centre and states-in-the-making. 
Resolution was obtained largely because 
demands were pressed through coercive 
means. In some cases the centre responded 
through Its own coercive instruments. 
Therefore it can be said lhat, however 
unpleasant it may sound to a country that 
claims to be a democracy, it was coercion 
that eventually produced accommodation 
Since lulingclasscs seldom learn from history 
the same may happen, and is in fact already 


happctjmg, in the case of other states-in -thc- 
makmg Uttarakhand may well be Ihe first 
of a new crop of states, it has the backing 
of iwo unanimously passed resolutions of 
the UP legislature. One was passed when tlie 
Bharatiya Janata Party (BJP) was in power 
and the other now when j coalition led by 
the .Samajwadi Parly i.s there. 

The other point to note is that in all these 
cases what was involved was the assertion 
of group identity Liniversal sufirage was 
expected to arouse the political consciousness 
of the voters It did. Bui thiough a process 
ol social chemistry slill to be lully undcrstiHxl, 
It has led to people clubbing themselves in 
groups on some principle or the other Where 
such groups have geogiaphical bases they 
become highly identily-coascious and make 
demands m the general direction nt autonomy 
and .scl(-go\ernancc. Basically this creates 
bargainingsituaiionsx. hercone side demands 
all and thp other is not prepaicd to concede 
even an inch. Whether it is Bodoland or 
Jharkh.ind or any of the others in the queue, 
resolution has yet to be achieved. The Gorkha 
Mi!l Development Council ol Darjeeling, 
woiked out between the centre, the West 
Bengal state and Ihe leaders ol Ihe movement 
lor a separate Gorkhaland, has not worked 
well. Yet. for the centre as also for the 
concerned slates, il b.is virtually become the 
cure-all model to coniain the demands ol the 
Bodos .ind others The council’idea offers 
self-government well short of statehood. 
Whether it will succeed in its objective 
rem.uns to be seen. 

These aic uni csolvedsiluationsolconllict 
or potential conllict, all arising from this 
sector of siatcs-in-thc making and identity 
assertion 

II 

What about already constiiutcd stales'’ In 
the Ciirly years alter independence there was 
no conflict bccau.se the cenire and all the 
slates were ruled by the same Congress 
Party. Dillerences if any between the leaders 
at the centre and ihc states were settled 
within the party. 

This happy state - happy for the Congress 
-ended in 1957 when Kerala elected the lirst 
non-Congress government The dismissal ol 
this Left government two years later on 
tenuous grounds set a |),)tiern m which, 
during all the years that Congress ruled at 
the centre. non-Congress state governmenis 
were coiisianily made to led uncornlortable 
and found the going dilliculi Olten they 
were toppled, by manipulation or by misuse 
of the constitutional provision lo impose 
president's rule Tolerating ‘oihci party’ nile 
has yet to become p.irt ol political ciillure 
in India. II some non-Congrcssgoveinnieiits 
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the relationship between technology and colonialism 
in British India, Technology and the Raj deals 
with three important areas: the practices shaping 
and constraining technology transfer and technological 
and engineering education; patterns emerging in 

transportation and c^'inmunication; and principles arising in the struggle for 
technological sovereignty before political independence in 1947. 


Wtsitrn Ttdiflology and 
Tichnicol Transftrs to India, 1700-1947 
Edited by Roy MacLeod 
and Deepak Kumar 





STATE AND 
CIVIL SOCIETY 


Explorations in Politicol Thtory 
Neera Chandhoke 




Throtigh an extensive reading and interpretation of the 
literature in political theory, this thought-provoking study 
constructs an entirely fresh theory ol civil society that cati 
l»e used to promote deim>cratic participation .md responsiliility. 

A path-breaking study, it differs from purely SA6E Pyblicotions Indio Pvt ltd 

theoretical exercises by addressing itself to praxis- W JA V Ptst Boi 4215, Ntw Bilhi tIO 041 

(hi; 4412114, 1444951; 

oriented politics. 1^1 f.,, 

I I AE- 55 , Salt Ilk*, (llcim 700 014 

■ 19»a ■ pafl*a IV^I (III- 377012) 

• R« SaS IcUtk) ■ R* Its lfmp»r) M 27, Moloiiy lood, T llg|gi, Miiliu 100 017 

(III; 4345122) 


7Uc^^... TRACTS FOR THE TIMES 


This series deals with issues of contemporary concern. It attempts to provide meaningful information, critical 
perspectives and theoretical reflections on various themes. The series is edited by a distinguished group of editors, 
namely S.Gopal, Romila Tliapar and Neeladri Bhattacharya. 

The Indian Economy Rs 50.00 

Crisis, Response and Prospects 
A Vaidyaiialhan 

The Indian Economy provides an overview of Indian Economic development in the last four decades since Indepen¬ 
dence. It traces the evolution of development strategies since 1930s, attempts to understand their rationale, their 
problems and contradiction. It begins with an evaluation of economic performance under planning and goes on to 
review the range of arrangements that seek to explain the constraints on growth. 

Dalit Visions Rs 45.00 

Gail Omvedt 

Dalit Vision explores and critiques the sensibility which equates Indian tradition with Hinduism, and Hinduism with 
Brahmanism, which considers the Vedas as the foundational texts of Indian Culture and discovers within the Aryan 
Heritage the essence of Indian Civilization. It shows that even secular minds remain imprisoned within this 
Brahmanical vision, and the language of secular discourse is often steeped in a Hindu ethos. The tract looks at 
alternative traditions, matured within dalit movements, which have questioned this way of looking at Indian Society 
and its history. While seeking to understand the varied dalit vision that have sought to alter the termsof the dominant 
order, this tract persuades us to reconsider our ideas, listen to those voices which we often refuse to hear and 
understand the visions which seek to change the world in which dalits live. 
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near-impregnable bases among the people. 

I'he Congicss ccnirc’^ aversion lo non- 
Congrc.ssism in the states was in tune with 
ihe slide of the Coitgres.s Party into the 
•fuehrei’ model, A ’fuehrer' neither brooks 
dissent nor shares powei Rut the model 
needs a charismaiie voie-eatching leader. 
There is no longer such a leader, and 
consequently state after state has been voting 
non-Congress. In this new situation the old 
game of .stale governments being toppled by 
an intolerant centre may be difficult to play, 
however great the temptation to do .so 
Electoral politics has, in a curious fashion, 
resolved this particular manifestation of 
Lcntrc-slatc conflict, at least for the present. 
The Congress centre seems to have become 
wcakef and the slates perhaps le.ss weak than 
before. 

The rculfy enduring issue that generates 
differences in the centre-state arena isover- 
cciuralisation. 'fhings have come lo such 
a pass ih.u. III addition to central subjects, 
the centre has become the dominant actor 
in the concurrent field and even in matters 
wholly the concern of the state.., ranging 
from an item like the police (o an all- 
embracing siibjcci like rural development. 
Since there is liitle difference between the 
ruling elites at the centre and in most of 
the Mates, ilic phenomenon of ovei- 
ccntralisalion has seeped into the polity 
widely If ihcccnire has been busy usurping 
the tunciions ot ihe stales, the .slates have 
been doing the veiy .same thing with the 
tuiietions ul local governments 


Governance as a whole has moved upwards 
and away from the people. 

Inevitably there arc reactions. The stales, 
cutting across party lines, have on this issue 
lurned .igainsi the centre; suh-st.ate ethnic 
and other groups against both, and the people 
against the cntiic system. Conflict has become 
inherent in the totality of the polity, not just 
between 4he centre and the stales. The 
underlying issue is how much autonomy the 
people canexercisc in the makingof decisions 
concerning them. Todale this has remained 
unresolved. India saw a lurch towards near- 
total centralisation during the Emergency of 
the mid-1970s. It has .still to see a genuinely 
signiricant move in the opposite direction 
of decentralised, accountable, people-based, 
democratic governance. 

Put in another way, the issue is nut how 
lo resolve diflercnccs between the centre 
and the states. So long as the ruling elites 
ni the.se levels remain much the same the 
fight between them, if any, will be only how 
lo share the spoils of power. The real is,sue 
Is deeper. It is between those who have ruled 
so far, whether at the centre or in the states, 
and tho.se who have been ruled over and 
liave been at the receiving end, between the 
ruling eiite,s and the people. 


in-' 

Perhaps the truth is that by and large 
there have been no real problems between 
the centre and most of the states. One sees 
this in the way institutions for discussing 
centre-state issues have functioned. The 
Rajya Sabha, which somewhat like the 
Senate in the US was meant to be a council 
of the states, has become just another 
debating lorum no more concerned about 
the states than the Lok Sabha. The National 
Development Council composed of the 
prime minister and the chief ministers of 
all the slates meeis now and then, set 
speeches are made and eventually a 
consensus announced broadly reflecting 
what the centre lias already decided Much 
was expected iVom the Inter-State Council 
constituted by the National Front govern¬ 
ment at the centre. It has only succeeded 
in disappeaiing from sight. 

So we have to turn to the exceptions like 
Jammu and Kashmir {J and Kj, l^njab and 
the Norlh east which have occasioned tough 
contlicls The demand in these places is 
expressed iii evocative vocabulaiy, such as 
'itzadi' (independence), ‘khud-miikhiari' 
(self-determination) and the like The 
discouisc goes way beyond listed powers. 
It compels thought being gi ven to the hitherto 
unthinkable. Why should such states not be 
silowed to write then own constitutions foi 
autonomy' They need he placed under only 
two constraints, one, that the centre must 
retain ai le,ist the minimuin functions, defence 
and foreign affairs, and some aspects of 
cominunicutions and macro-economic 
managemeni; and two, that the constitutions 
so written do noi inlringe the basic features 
ot the Indian con.siuuiion The doctnne that 
the national constitution has certain basic 
fcaiurc.s dial jusi cannot be amended, much 
less deleted, is one of the most creative 
contribulions of the .Supiemc Court ot India 
in recent ycais. 

It needs to be borne m mind that the slate 
of 1 and K already has its own constitution. 
It IS another matter that i and K‘s autonomy 
has been steadily eroded by the centre in 
collusion with fraudulently elected 
governments in that slate. What this suggests 
is that linking provisions tying state 
constitutions lo the national constitution, 
like the famous Article 370 in thp case of 
J and K, should be treated as unamcndable 
basic features. 

This ‘exceptions' sector raises two issues. 
First, is there necessarily merit in insisting 
on a uniform package of devolution for all 
states'.' .Should exceptional cases not be 
allowed specially packaged devolution.s 
geared to iheii special circumstances'.' 
Second, should the extraocdini^y demands 
of this ‘exceptions’ sector be responded to 
militarily or democratically, through coercion 
or through dialogue? 


the principir of pack«g«t for. 
individual states was conceded in the shape 
ol Article 370 for J and K. It was later 
adopted for several other states in a series 
, of provisions stretching from Article 371 
to .371G. But the contents of these special 
packages has been overtaken by militant 
discontent in some places. India has still 
to recognise the need for substantially larger 
special packages fur the states undergoing 
acute problems. There are instead backlash 
forces in the so-called mainstream 
demand! ng the scrapping ot even the modest 
special packages that exist at present. 

On Ihe second issue, the mainstream ruling 
elites spread over all the so-called national 
political pai lies seem to be united in .support 
of using primarily the military instrii- 
mentaliiy. Which not only constitutes a mm- 
solution but in fact keeps worsening 
problems 


IV 

Lastly, theie arc larger lortcs at work. 
Some sinister, like ihe rise of religions 
inlolerancc and extremism, which led to 
the dcsiiuctiun of the Babri masjid and the 
uns[)e,''.kabie outrages of ,Sural, Bombay 
and many other places. Others hopetui, 
like the coming logethei of countervailing 
elemcnis amongst dis.idvantaged sections 
such as the backwaid classes and the 
minorities. These are tending to shake and 
render out of dale ihc sei-piece chessboaid 
of the pre-exisiing polity conligured by the 
centre and the states, for they cut across 
slate boundaries and draw sirengih from 
deeper sources than whai Ihe ruling elites 
have been accustomed to deal with. India 
IS in the mid.si of a churning process in 
which regiessi VO and hopelully progressive 
forces arc wrestling with each other. 
Obviously it is impossible to tell which 
side will prove to be the eventual victor. 
But there is the undeniable fad that the BJP 
which presided over ihe deplorable mosque 
demolition at Ayodhya was democratically 
thrown out of power come next election 
in UP by a coalition of the backwards and 
Ihe minorities. 

In Ihe lacc ot these new forces, it is 
doubtful whether there is much to be learnt 
from the past handling of centre-state 
differences in India. There is an altogether 
new ball game. If there are lessons from 
the past they come from the way the 
‘exceptions’ .sector has been handled or 
rather mishandled. The lessons are mainly 
two. One. that civilised governance must 
rely more on democratic dialogue than on 
authoritarian militarism. Second, that 
conflict in plural politics must be resolved 
without flinching from exceptional 
settlements that respect the aspirations of 
deeply troubled groups. 
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In Pursuit of Food Security 

M H Suryanarayana 

Increasing; Access to Food: The Asian Kxperiencc edited by I) S Tyagi and 
Vijay Shankar Vyas, Sage Pulrlications. New Delhi, 1990; pp 455, Rs 250. 


THI.S hocik IS h.i.cd tin (lie rcsean'li work 
elKellocg liilL'in.iiional I'clloivs liom Asian 
coutitiii.'s (i piovides a survey ol selcet 
Asian eounti vexpel lencos 111 achieving both 
physie.il .iiul ecnnoinic access to food with 
special loius on governnient policy 
measiiies rii.iitheobjectivesol toodsCcuiity 
have been achieved in ihe conlexi of limited 
land av.nl.ibiliiy. high man-land ratios and 
giovMiig popiilaiion makes these countiies’ 
achievemeiils quite creditable The countries 
considered .ire riniia Irom among the easi 
Asian coiinlries (Dima, Korea, and hipanl. 
Iiidoncsi.i. Philippines .ind Ihailund Irom 
among ilie siiuth-easi Asian nations 
I Indonesia .M.ilaysia, Philippines and 
Thailaniil and India .ind Sii Lanka Irom 
southAsiatit.ingl.idesli Huiiii India Nepal 
Pakistan and Sri l.aiik.u 

I’o Lmlilite .1 proper .ipprei lalion ol 
dil'teieni policies anil iheii suicess in 
achieving lood security ihc hook begins 
vviili an iiitrodueiion ih.il piovides the 
background iiiieiinsol the initial conditions 
and .1 review ol Ihc (ood situation in the 
icccnt past m these coiiiuiics Most ol these 
eouiitries, despite being piedomiiiantly 
.igiicultural with a disfiiopoitioti.iiely huge 
laboui force depending on this sector, have 
been food dclicii due to low level ol vield 
pel uiin ol land In addition iliey had to 
oper.ile uiidci consirauiis hke high man- 
land ratio glowing popiu.ilion. weak 
inlr.is'',icluie .ind in. ,s poverlv. the 
evceplioiis being Indonesni M.ilaysi.i and 
Thail.ind w liKliexpei leiiccd me teasing larid- 
iiiaii i.iiios Yet thanks to some ol ihc 
appropriate lechiiology-cuiii-piice policy 
measures .iinied al iiicie.ising domestic 
production and hence iiiiport substilulion ol 
loodgraiiis these eountnes could achieve 
neai sell-sulliciency in loodgrims 
P'oodgiain pioduciion exceeded population 
giowih and domestic demand in many 
countries resulting, sometimes, even in 
spoi.idic suipluscsol wheal .is expeiienccci 
by India in IMS5 and ol iice in Indonesia 
III l‘)K4 and l')KS 

The constraints laced, policies pursued 
and their consequences varied across 
countries '^orinstance, in India technology 
and price policies were .iistiumenial in 
piomoting physical access while a public 


disiiibution system combined with poverty 
all-'iiatioM piogtammes ensured increased 
cconoinic access to foodgraiiis Physical 
access to lood, as measured by per capita 
availability ol loodgrains, and economic 
access, as measured by proportion ol per 
capita income I'equued lo buy a unit of 
food and relative increases in nominal per 
camta income and foodgrain prices, has 
incieascd in India as found by Tyagi. How- 
the system of public distribution evolved 
in India and how far it h.is succeeded in 
meciing the ditlercnt objectives ol lood 
security aic examined by Bapna The costs 
>il the strategy for procurement ol 
loodgrains for public distribution is much 
more than the direct monetary costs For 
instance, there are eosts due to subopiiiiial 
resoutcc utilisation and inetficieiil 
production as.sociaied with pricedistortions 
resulting Irom zoning and inter-stale 
loodgrain movement lestriciions lor 
procurement Bapna examines .some of the 
inadequacies ol the public distributioo 
system and linds it to be uillaigcted. 
irregular in supplies and expensive The 
suggested remedies range Irom targcimg 
by commodity icorientation in lavour ol 
co.irse I deals to replacing the system by 
lood stamps 

riiiiia has also succeeded m meeiiiig the 
food needs ol ils population, which i.s about 
one-i)uarter of the world’s population, with 
only 7 pel cent ol the world’s arable land 
but by lollowing a dilferent strategy 
altogethei as shown by Wen. Need lot 
increased industrial and loodgrain production 
lo ensure national security involved 
cotillii ling price policies like undervaluation 
ofagricultiiral products to generate investible 
surplus for industrial development but 
overpricing loodgrains to reduce their 
imports by promoting production and 
curtailing consumption This contlicl was 
resolved by opting for a .strategy ol non- 
pricing policies like production planning 
based on in.stitutional and tcchnologicai 
innovations involving demolition of the rural 
power structure, land reforms, redi.siribution 
ol draught animals, collectivisation and 
combined application ol tiadilional and 
modern technologies. The pnee policy was 
resorted to only to increase rural incomes 


and intluencc resource allocation but after 
the economic reforms in rural China in 1978. 
As regards economic access, China relied 
on measures like rationing of basic 
necessities, confined largely to uiban areas 
with the exception of niral areas designated 
us specialised industrial/cash crops 
produemg/gram deficit areas, along with 
income subsidy and wage policies As regards 
the rural sector, the emphasis was on .sell- 
sufficiency and self-supply of foodgrams 
which was achieved, of course, with a cost 
involving disappearance of the rural private 
sector and lopsided ruial ecar,iMiiy. The rural 
economic reforms of 1978 ba.sically sought 
to undo such imbalances, set up a rural 
market economy and thereby achieve an 
economic structural adjustment in rural 
China The study by Rui-Zhen examines 
how China went about securing such 
adjustment, its success and failures, 
implications for food security and the need 
to continue with such reforms. 

Indonesia, on other hand achieved 
increased production of loodgrains, 
p.irticulaily rice, hugely as a result of 
government policies towards production 
and marketing (Piggot and Trcadgold). The 
policy towards production consisted of 
invesinieiU in research for high-yiclding 
\ .iricties, itn estment in i ural infrastructure, 
nlM■^llu,'l^ III iingaiion. price subsidy tor 
inputs, and institutional arrangements 
(Syaricf). Of course, the selt-sufftciency in 
rice, though delicately balanced because ot 
growing population and narrow dietary 
base consisting only of rice, has been 
achieved al heavy costs to the treasury in 
terms of price supports and an array of 
subsidies One possible solution being 
considered at the policy formulation level 
is diversification of consumer preferences 
along with the development of the 
secondary food crops sector (Piggot and 
Treadgold). As regard food insecurity and 
malnutrition arising out of poverty, the 
Indonesian government emphasised the 
linkage ot agricultural development with 
nutritional improvement and formulated a 
strategy of direct institutional intervention 
in providing health and nutrition services. 
For instance, the national Family Nutrition 
Improvement Programme, which was 
implemented at the grass roots level, 
monitored child growth wand offered 
nutrition education, including training in 
home gardening to p.ovidc nutritional 
agncultural products, especially vegetables. 
As a result ol all these efforts, infant 
mortality declined from over 200 per 1,000 
live births lo 90.1 and life expectat^y 
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increaited fro<n41 ycjws to 54ycarsbcw«en 
1960 and 1983-84. Given the 
muKidimensional nature of the problem of 
poverty and malnutrition, and food and 
nutrition systems, involving socio¬ 
economic and cultural factors, the study 
pleads, in the content of Indonesian 
experience, fora holistic ‘multidisciplinary 
socio-tcchnological approach'. 

Sri Lanka is another country, though 
with a per capita income of $ 400 in 1987 
ranked among the poorest countries in the 
world, which has achieved remarkable 
social progress, thanks to the wclfaie 
policies of the government which were 
implemented vigorously till the economic 
reforms of 1977 (Pinnaduwage and 
Abeygunawardena). Like other Asian 
countries. Sri Lanka also followed a policy 
o< increasing foodgrain production by 
measures like price support, irrigation 
investment and fertiliser subsidy schemes. 
Bui ihe major government intervention was 
with respect to increasing economic access 
to food through highly subsidised, 
somciimes Lven free, distribution ot 
loodgrains. For instance, in 1969-70 iice 
subsidy contributed 63 calorics per day 
Inwards per capita consumption ot the 
population and 115 calories jicr day per 
capita of the poorest 10 per cent It was ’ 
in 1979. as part of the effort to reduce 
government expenditure and government 
intervention in the economy, that the four- 
decade old price subsidy scheme w'a'- 
replaced by a direet income transfer scheme. , 
that IS, the food stamp scheme, which oplu m ' 
IS currently being considered by India also 
Hence the Sri Lankan experience should ' 
provide useful guidelines. However, barring : 
facts such as that the food stamps wcic 
better targeted and the government 
expenditure on food subsidies declined h\ 
one-half, the study docs not pro vide enough 
details to compare the food stamps with 
price subsidy schemes and draw polu\ 
conclusion >. 

Among the countries tinder review 
Thailand .stands out as a success case m 
.ichieving food scurity by free trade polii \ 
market mechanism (Konjing) It is one o' 
the SIX countries in the world produi.mc 
surplus food for export where growm 
loieign market poiential and markei 
diversification played an important part in 
promoting domestic crop and livestock 
pioduction and diversification This was 
largely facilitated by a set of favourable 
.eovernmcni policies which aimed ai 
mercasing farm production and farmer's 
miome through improvement of the 
marketinginfrastructure and through market 
interventions like farm price .Mipports and 
inputpricesub.sidies.A$r^a(dstc^security ; 


of tow income people, the Thai government 
procured ricc as reserved quotas from 
exporters and through bidding for 
distribution through fair price shops. In 
addition. It sought to improve the nutritional 
status of the population by specific 
programmes like nutrition education ol 
mothers, the establishment of chiid-c.ire. 
day care and health service centres, 
in.stitution.ll feeding programmes such as 
school lunch programmes, and nutritious 
food production projects. 

Finally, the study on Philippines by 
Ledesma brings out how important 
institutional relorm.s are in cnsuiing looJ 
security, particularly in a .society where land- 
man ratios arc highly unfavourable 
Philippines IS the ISihmostpopulouscountry 
in the world. Farm aica is highly concentrated 
with small farms constiiiiling 68 per cent of 
all farms accounting for only 30 pei cent ol 
total larm .irea. About half ol the farms 
occupying iwo-thirds of the total area are 
owner opi.r.itcd and ilic rest are rented oi 
held under some .iiher airangenieiit with 
tenancy iiriangemeni heing a major factor 
It IS against this background that the study 
dwells at length on Ihe various legislative 
measures taken by the government lor land 


reforms, but witliiput any evaluation of their 
success and implications for food security. 
Instead, it expresses the hofie that the reforms, 
il carried out with the requisite support 
services, may only provide the starting point 
for a strategy for transforming the Philippine 
rural society necessary for improving the 
food system. 

Finally, the book ends with an excellent 
evaluation ol the south A.sian coimirics' 
experience, their constraints and long-term 
jirospccts by Vyas The experience docs not 
lend any support lotlie view that the piospeci 
lorinlemalional loodseeurilybasin proved. 
Notwith.standiiiglhc liucinatumal Monetary 
Fund's Food Financing Facility Food and 
Agiicullural Organisation’s Food Security 
.\.ssisiance Seheine, cic. there is need fetr an 
inienialional I'ood reserve .vhicli would be 
resjvoiisive to the iicccl ol pooi cciuniries. To 
ensure lood seeiirily lor the poor, ad liocism 
towards rural public works programmes, 
subsidi.sed disirihulioii ol loodgrains and 
clireci feeding progiamines have to be 
leplaeed by a long term, selective and 
saturating' ajtpro.ich In sum. ihc book 
conlaius some inlormalive and analytical 
studies (tl so'.ilh Asian goveinmeni jvolicies 
Inwards lood seciirilv 
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Poor Attempt at Understanding BJP 

Ashok Chousalkar 

Hindu Nationalists in India; The Rise of Bharatiya Janata Party by Yogendra 
K Maiik and V B Singh; Vistaar Publications, New Delhi, 1994; pp 262, Rs 275. 


THE Bharatiya Janata P.arty has emerged as 
a major political force in Indian politics 
since 1988-89 It has given a new lease of 
life to Hindu nationalism which till now had 
a vciy limited influence on Indian iiolitics. 
Hencea book on the policies and programmes 
ol the B IP IS welcome The book isptimaiily 
wntten by Yogendra Malik; only a chaptei 
on the electoral pcrform.ance ol the BJP is 
by V B Singh. Malik contends that the recent 
upsurge of Hindu nationalism is a reaction 
ol bioad H indu masses against the Nehru vtan 
model of nationalism developed b) 
westernised and secular intellectuals In its 
place, the BJP wants to put forward an 
alternative model of nation-building. 

The BJP was established m May 1980 
when the truncated Janata Fany suflered 
defeat at the hands of the Congressd' led 
by Indira Gandhi. After the eicctoial defeat 
the non-Jan Sangh members ol the Janata 
Party wanted to finally lesolve the is.sue ol 
dual membership that dogged the party since 
its inception. The party passed a resolution 
disallowing dual membership. As a icsult, 
the former Jan Sangh affiliates quit the [lartv 
and formed the BJP under the leadeiship of 
A B Vajpayee The BJP did not reclaim its 
previous Jan Sangh ideology. Instead it 
priK'laimcd Gandhian socialism as its creed, 
though the rank and file did not believe in 
It. After l98.‘'-86 the BJP abandoned ns 
‘pseudo-secularism’ and declared its 
commitment to Hindu nationalism 

According to Malik the Indian nationalj.sls 
soughl to distance themselves iroin the 
heritage ol Hindu leligton, while the Hindu 
nationali.stsdrcwupunHinduculturalreviv.il 
and social reform movements of the 19th 
century He quotes from the writings of 
Vivekanand,.Sii \urobindo.B.ankimehandra 
and Tilak to substantiate his point He 
di.scus.scs the Hindu nationalisi ciiiiquc of 
the Nchruvian nationalism which asserts 
that a doctrine out of tunc with the culture 
of the people is not likely to become pait 
of their psychological setup. Malik holds 
that the reassertion of Hindu nationalism as 
an alternative ideology ol Indian state is 
ba.sed on the claim that the majority in the 
country has a right to .set the goals ol the 
state. Hindu nationalism .advocates thecau.se 
of a single homogeneous national identity, 
reieciing India's multi-ethnic leality. 

It seems that the author has not coiTcctly 
understood the historical roots of the rise of 
Hindu nationalism or of the Indian national 


movement The 19th century social 
movements were m no way related to Hindu 
nationalism because the reform programme 
was an anathema to the latter. It is wrong 
to call Vivekanand, Aurobmdo and Tilak as 
precursors of Hindu nationalism becau.se 
their agenda was essentially anti-colonial 
and democratic They used religious symbols 
in a given situation to democratise society, 
and not to use them against the Muslims 
They wanted swaraj, both foi the Hindus and 
the Muslims. The social reform movements 
led by the backward caste leaders struggled 
against the bnihmanical order. The Hindu 
nationalist panics were established m the 
second decade of this century to stem the 
tide of these movements They were 
supported by the upper castes who feared 
the emeigcnce of democratic Ibices in India. 
Thus the RS.S, which was established in 
i92.‘i, had nothing to do with national 
independence, social refoi ms and democratic 
movements in the country 
On the one hand the author deplore^ Hindu 
iiaiionalisin since it encourages divisive 
tcndencie.'- m multi -rcligmus society ol India. 
He linds Uecn Dayal Up.adhyay's integral 
humanism full of contradictions. Yet, on the 
other hand, he hastens lo add that India is 
the motherland and .sacied hand of Hindus 
He maiiU.uns that symbols used by Hindu 
nationalists lor internal cohesion and national 
unity are preconditions of modernisation 
The author makes contradictory statements 
ol this kind at many places. 

The Jan Sangh. which was established in 
|b52, giadually spread us influence in north 
India But it was during the Jaya Prakash 
movement, as the author tightly points out, 
that It spread its wings tar and wide In 1977 
the Jan .Sangh mciged with the Janata Parly. 
The empirical research conducted by the 
auihoi shows that the BJP leadership has a 
narrow social base in no way reflecting 
India’s cultural diversity There is .absence 
of leaders from the ininoriiies and lower 
classes. Also, itdocsnot have regional leaders 
with siront! roots in their linguistic 
communities or castes 
Malik fails to lake note ol the anti-cow 
slaughter movement launched by the Vislj va 
Hindu Parishad in 1966-67 to derive political 
benefits in the general elections of 1967. 
This movement helped the Jan Sangh to 
emerge as a major oppositional force. (The 
VHP's Ram Janmabhoomi movement was 
a repeat periormance of the anti-cow 


slaughter moveifient.) Alturthe forniarlonof 
the Janata government in 1977, elections to 
different state assemblies were held. After 
the elections, the l.ok Dal and the Jan Sangh 
factions forged an internal alliance and 
equally distributed amongst themselves the 
chief ministerships of UP, Haryana, Bihar, 
Himachal Pradesh, Rajasthan and MP. The 
Janata Party's fate was sealed when the 
alliance broke .ind Lok Dal chief ministers 
ol UP, Bihar and Haiyana were forced to 
resign. It is true that the Jan Sangh faction 
supported Morarji Desai at the time of the 
split in July 19'’9. But Malik is inCorrect in 
say ing that there was a competition between 
Charan Singh and Jagjivan Ram foi the 
leadership of the Janata parliamentary party 
be. aiisc by that time. Charan Singh had 
all eady resigned from the Janata Party launch 
his own party, the Janata(S). So Malik has 
messed up many details. In the BJP's 
leadership profile he includes upstart leaders 
like B D Mishra and T N Chaturvcdi but 
does not mention importani regional leaders 
like Kalyan Singh. Shanta Kumar and 
Keshubhai Patel 

After Its formation, the BJP attempted 
different political strategics but failed to 
improve Its position. It suflered. I humiliating 
defeat m the 19.S4 parliamentary elections. 
A.s a result the party decided to jettison 
Gandhian socialism The rank and file of the 
BJP looked upon Gandhi as a leader who 
partitioned India and apjiea.sed the Muslims. 
Malik regards that the RS.S did nut 
wholeheartedly support the BJP dunng this 
period The Hindu revival was encouraged 
and promoted by Indira Gandhi to win the 
support of the masses against the backdrop 
of Sikh militancy. In 198.5 the BJP reverted 
to the old Jan Sangh line of Hindu 
nationalism. The ideology of integral 
humanism replaced Gandhian socialism. 

L K Advani used the Ram Janmabhoomi 
card very deftly. In the 1989 parliamentary 
elections the BJP improved its position 
considerably. In 1990 assembly elections it ' 
formed governments in MP and Himachal 
Pradesh, and along with the Janata Dal in 
Gujarat and Raiasihan. The contlict between 
the Jan.aia Dal and the BJP Hared up on the 
issue of the implementation of the Mandal 
Commission and the constniction ol Ram 
temple in .Ayodhya 

Aftci the 1991 elections, the BJPsupported 
Narasimha Rao’s government but this policy 
was abandoned in DecembBr 1992 when the 
Babri masjid was demoli.shed. Malik opines 
that the secularists displayed political and 
administrative ineptitude and lack of moral 
courage by pitting Ram against Babar 
According to him Ram represents Hindu 
cultural tradition and is a national symbol. 
Narasimha Rao. V P Singh and Aijuu Singh 
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adopWrfoppOftthisilc ' 

to consolidate their vote-banks but their' 
actions carried little conviction. But 
immediately afterwards Malik writes that 
the BJP's actions have led to a sense of 
insecurity among the minoniics and no party 
can rule India without winning the trust of 
the minorities. The author makes many such 
contusing statements, it isdifficult to believe 
that Ram can be a symbol of national 
regeneration because the issue ol identify 
tormation in a plural society like India is 
complex one. Therefore, despite using the 
Ram card to the hilt, the BJP was able to 
secure only 21 per cent ot total votes Malik 
believes tn the BJP propaganda that the Ram 
temple at Ayodhya was built by Vikramaditya 
and that it was destroyed by Babar a couple 
ot centuries later. It is a well known fact that 
Vikramaditya belonged to the first century 
B C and Babar ruled in the 16th century A D. 
Thus there is u difference of 1.600 years 
between the two events. Malik should know 
that the Hindu nationalists deliberately iry 
to blur the lines between myth and histoiy. 

The R.S.S has many Irontal organisations, 
the BJP being one ol iheni. Malik argues 
that K B Hedgewar. the founder of the RSS, 
developed an alternative model of nation- 
Iniildiiig. challenging the Gandhian and 
Nchruvian models He mentions that 
Hedgewar was iiinucnced by V D Savarkar’s 
theoiy of Hindu n.itionalism. In fact, the two 
Savarkar brothers, G D and V D, developed 
iwo separate theories of Hinduiva. The elder 
G D .Savarkar was clo.ser to the RSS and his 
theory of nationalism was based on Vedanta 
spiritualism and disputed superiority of the 
west. The younger V D Savarkar expounded 
ihe llicoi y of Hindutva based on Darwinism. 
Il aimed to harness western science and tech¬ 
nology to acquire power. Alter Hedgewar’s 
demise. M S Golwalkar, who bccaitic the 
sursanghachalak of the RSS, was influenced 
by G D Savarkai ’s theory. V D Savarkar and 
Golwalkar never got along together. 

Malik commit.s an error in saying that 
Golwalkar was disinterested in polities. In 
fact, Golwalkar provided an ideological 
substance to Hindu nationalism. He was 
deeply political in the .sense that he desired 
to establish Hindutva hegemony in Indian 
polities. Yet, inspitcofbeingawcllorganiscd 
body, the RSS cannot mobilise 20 million 
people at a call. These limitations were seen 
in 1975-76 and again in 199.5 when it failed 
to put up a fight against the government. 
Therefore, its strength should not be 
ovcreslimaled. 

The author finds BJP’s performance in 
1991 parliamentary elections startling, as 
the party doubled its voting percentage anti 
secured 120 seats in the latk Sabha The 
author informs that though the BJP peformed 


in the urban 

Mutlimsuppoit. Inconstlttiencies wh^thr 
Muslims arc more than 40 per cent of the 
populace the BJP did well by communally 
polarising the voter Yet. amazingly, the 
author arugos that the BJP’s better 
performance in the urban areas was due to 
the voter.v' greater awareness of the 
minoritism of other parties. He is factually 
inaccurate in stating that before 1993 
as.semhly elections the unified Janata Dal. 
the JD (.\jit>, the ID (Bahuguna) and the SJP 
merged to form the JD. in fact, the JD(Ajil) 
and the J Dt Bahuguna) merged with the Janata 
Dal in l988-«9 

The auihor considers the wrong policies 
of the Congress Party and the decay ot 
Indian stale as responsible for Ihe rise of 
BJP. He sees the BJP and the Congress arc 
two prim.iry contestants for power at the 
national level According lo the author, the 
National Front is unlikely to emerge as a 
major player in national politics. Yet. it must 
be noted that since the NFrepresents political 
diversity and regional interests in India, it 
is wrong to rule it out completely The 
NF-LF eombmc continues to occupy an 
important place in Indian politics. It needs 


W be plnr^’^ 


■iteiii: sliiie ihe 
communists idid bed ho Alienee with the 
Muslim League and it is the Congress that 
has allied with the latter. 

Nevertheless, the author regards political 
unification of the fragmented Hindu society 
difficult While doing so the BJP is likely 
to come under intense pressure from Hindu 
revivalist and lumper elements, forcing the 
party to adopt a belligerent approach on 
social and religious issues. The author finds 
It hard to predict the future of Hindu 
nationalism in Indian politics though he is 
ot the view that it is not likely to disappear 
in the near futuic. 

The book CO vers di fferent aspects of BJP’s 
politics and gives useful information about 
its recruitment and electoral performance. 
The major weakness of the book is the 
inability of the auihor to develop his own 
critical perspective Therefore he makes 
contradictory statements which weaken the 
main thrust ot the book, and at times gives 
the wrong message to the readers. The author 
lacks adequate information about the 
ideological underpinnings of Hindu 
nationalism Hence, Ihe book leaves much 
to be desired. 
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i/ 

A>ddifs dnd C/cnllcmen, 

/^’'hdvf great pleasure in welcoming you all to the 

' '^forlysecond Annual C/er.eral Meeting of your 
e Company The Directors' Report and the Audited 
Accounts for the year ended 31st March, 19<>5, have been 
with you lor sometime and, with your permission, I shall take 
them as read. 

I WORigyORESUi^ 

^our Company has achieved yet another impressive 
performance m 1d<l4-95. Total disbursements of the 
Company during the year amounfed to Rs.PVO cr. as against 
Rs.bt>0 cr in the previous year, registering a growth of over 
the cumulative receivables under Hire Purchase and 
leasing reached a record level of Ks.1215 cr. as against 
Rs 9t>3 cr., an increase of over 27%. 

During the year, your Company mobilised fresh deposits 
to the tune of Rs.15y cr. and renewed deposits aggregating to 
Rs t3t cr.. posting a gross mobilisation of Rs.2yo cr 
as against Rs.167 cr. in the previous year. Total public 
deposits outstanding as at 31 si Marc!), 1995, amounted 
to Rs 431 cr. as against Rs.352 cr. in the previous year. Your 
Company continues to enjoy the highest credit 
rating 'fAAA' awarded by CRI5IL. I wish to place 
on record my sincere thanks to over 4,50,000 depositors 
spread alf over the country for the trust and confidence 
reposed in the Company and assure them of the highest 
level of safely of their hard-earned money and our efficient 
and personalised service. 

I he gross profit earned by your Company during the year 
was R$.103.21 cr, an increase of 21% over the previous 
year. Ihe profit after tax increased to Rs.34.38 cr. from 
Rs 26.05 cr. registering a growth of 29%. Taking into 
account the continued good performance of Ihe Comp.iny. 
your Directors have announced Ihe much awaited bonus 
issue, again in Ihe ratio of one for one, making it the third 
such bonus issue within a decade. Besides, Ihe dividend has 
been increased to 50% for Ihe year, the highest distribution 
so far. 

The Prudential Norms prescribed by the Reserve Bank of 
India (RBI) for Non-Banking Finance Companies (NBFCs) 
came into effect from 3l .3.9o. Your Company has adhered 
fo the above norms in presenting Ihe accounts for the year 
ended 31 si March, 1995 and met all the requirements 
comfortably. You will be happy to note that Ihe capital 
adequacy ratio as on 31.3.95 is 15.25%, well above the 
prescribed minimum of 6%, thanks to the conservative 
policies adopted by the Company since inception. The 
standard assets i.e performing assets, as per RBI's new 
classification, were at the highest level of 99.3% of the total 
business assets. 

I ECONOMIC ^ 

.X performance of Ihe Indian economy during 1994-95 
was reasonable and satisfactory in many dimensions. After 
having grown at the rate of 4,3% per annum during 1992-93 


and 1993-94, the economy registered a growth of about 
5.5% during 1994-95. It was after a lapse of over 3 years that 
an overall growth rate exceeding five per cent has been 
registered. Both agriculture and industry, with growth rates 
of around 4% and 8 4%, have contributed to this impressive 
performance. Of particular significance to your Company 
was Ihe spurt in the output of Ihe capital goods sector; at over 
24%, this stands in shining contrast to the decline of 5% in 
Ihe previous year (1993-94). and in this context, the key role 
played by Ihe automobile indusiry, particularly the 
commercial vehicle segment, merits special mention. 

The outlook for the current year, again, appears quite bright 
with exports rising, foreign currency inflows continuing, 
industrial output increasing and agricultural production in 
full swing in the wake of yet another good, though delayed 
monsoon. However, there are a few qjroblem areas and 
weaknesses that must needs be mentioned. 

The fiscal and price situations are two ma|or sources of 
concern Though the fiscal deficit in 1994-95 was distinctly 
lower than in Ihe previous year, it still exceeded Ihe 
budgeted level. The need to prune this deficit has become all 
the more urgent in the light of the difficulties experienced by 
the Central Qovernment in its borrowing programmes 
during Ihe first half of the current calendar year. If this is not 
done and if Ihe level of Oovernment borrowings is nof 
moderated, the upwaid pressure on interest rates could gel 
further accentuated And this could result in adverse knock- 
on effects over a wid: front in Ihe economy, causing a 
setback to the commendable progress made in fighting 
inflation, thanks to Ihe RBI's policy measures. 

Inadequate infrastructure, particularly in critical areas like Power, 
Telecommunications. Road network and Ports, is increasingly 
becoming a maior hurdle in sustaining economic growth. 


.X RBI, while announcing its slack season policy in April 
1995, lowered ceilings on bank lendings to all NBFCs and 
advised financial institutions lo moderate their lendings to 
them on similar lines. Unfortunately, this has also affected 
the availability of funds to those NBFCs focussing on asset- 
based financing to priority sectors like road transport, 
infrastructure development and industrial machinery. These 
NBFCs have generally played a complementary role to the 
banking system and the financial institutions: many of them 
have established an enviable record as cost-effective and 
profitable intermediaries with a high degree of economic 
efficiency, tven in the process of mobilising public deposits, 
they have earned a sound reputation as reliable and efficient 
repositories with acceptable credit ratings Obtained well 
before this was made mandatary. I appeal lo Ihe RBI lo 
reconsider Ihe credit restrictions recently imposed in respect 
of such registered NBFCs with high credit ratings, engaged 
in asset financing, who have complied with all the 
prudential qorms and whose end use of funds in the priority 
sector is properly established. 








Likewise, in regard to mobilising public deposits, a level 
playing .field needs to be maintained as between regulated 
NBFCs and other types of deposit taking entities. One 
increasingly comes across several such new entities 
aggressively advertising and canvassing for public deposits, 
offering rates almost double the maximum rate stipulated 
by the RBI for regulated NBFCs. Some of the innovative 
scheme's' thal these entities come up with are also highly 
risky and detrimental to the interests of unwary depositor^ 
It is, therefore, imperative that the legal and regulatory 
framework should cover all these types of financial activities 
also, including prescription of ceiling on interest rates. 



"e^our Company has written an aggregate business of 
ibT 207 cr. in Hire Purchase and Leasing in the first four 
months of the current financial year as against Rs. 175 cr.' 
previously. /Mthough the cntiy of biinks and financial institutions 
in Hire Purchase and Leasing has intensified the competition, 
with the good overall growth in the economy, your Company 
IS confident of achieveing a reasonable growth in Hire Purchase 
and Leasing business this year also by adopting suitable funding 
strategies and expanding geographically. 


»^uring the year 1904-95, the production and sale of 
commercial vehicles grew by 37,9% and 31.7% respectively. 
This trend of robust growth has continued during the 
first quartei of the current year also in all segments of 
the automotive industry With the vehicle manufacturers 
having ambitious targets for capacity expansion and 
volume growth, the prospects for the automotive industry 
for the current year remain bright. 

Road transport has come to occupy a dominant position 
in the country's transportation system. The share of 
road transport in freight traffic has risen .from 11% to 
60%, and in passenger traffic from 26% to 80% over 
the last 4 decodes; this trend is bound to continue. 

the development of roads, however, has not kept pace 
with the demands of traffic. The increase in the number 
of vehicles has put tremendous pressure on the road 
network. The inadequacies of the road network result 
in heavy loss for the economy in terms of energy 
consumption, wear and tear of vehicles and time delays 
National and Stale Flighways which constitute 10% 
of the total road length account for 70% of the total 
traffic. It IS estimated that over the next 10-15 years a 
sum of Rs. 1,52,000 crorc will be required for upgrading 
the current network of National and Stale Highways 
and adding 10000 kms of National Expressways to 
cope with the increase in traffic. However, the 'olal 
budgetary allocation to this sector is grossly inadequate 
at less than Rs, 3000 crorc per annum. 

The recent amendments to the National Highway Act, 
1956, should help attract private sector participation 
in road development. This can, however, play only a 
supplemental role. The Ccntral/Statc Qovcrnmcnls have 
to substantially increase their outlay on laying new 
roads and maintenance and improvement of the existing 
ones. 

The abolition of octroi is another measure that transport 
operators have been clamouring for since long. The 
West Bengal Qovernmenl have recently taken the bold 
step of doing away with this harsh levy. I earnestly 
hope thal other stale governments would soon follow 
suit in the larger interests of accelerating inlcr-slalr 
movement of goods and putting an end to'a cosily and 
inefficient way of collecting revenue that can easily be 
replaced by .other means. 


r^dia Equipment Leasing Ltd. recorded a good performance 
during the year and made a profit after lax of Rs. 366 lakhs and 
declared a higher dividend of 20%. The Company issued Ixmus 
shares in the ratio of 1:3 in )unc 1995 which was followed by 
a rights issue in the ratio of 1:4 at a premium of Rs. 25/- per 
share. The rating of the Fixed Deposit programme of the 
Company has been upgraded to 'MAA+' by ICRA signifying 
high safety for depositors' funds. The Company also proposes 
to go in for a public Issue later this year. 

Sundaram Finance Services Ltd. also performed well during the 
year and made a profit after tax of Rs. 110 lakhs. This subsidiary 
declared a maiden dividend o^ 10%. Sundaram Finance 
Sccunties Ltd. performed satisfactorily in its first eight months 
of operation in stock broking business. 

Your Company has also decided to enter Mutual Fund 
operations m collaboration with M/s Newton Management 
Ltd., a leading investment management group in the United 
Kingdom. An Asset Management Company is proposed to be 
incorporated for the purpose. Vour Company also has plans to 
obtain membership on the National Slock Exchange of India 
I Id., to widen its riock broking activity. 

Your Company still awaits Qovernment s response to the 
recommendations of the Malhotra Committee on reforms in 
the insurance sector before drawing up specific plans for 
diversification into general insurance business. 


e^our Company has always endeavoured, in fulfillment of 
ft? social responsibilities, to contribute its mite to the well¬ 
being of the community wherefrom it draws its own growth 
and sustenance. The latest and most noteworthy exarhple of 
this is Sundaram Medical Foundation, a non-profit trust, 
set up by Sundaram Finance and its associates, with the 
obicetive of providing quality medical care to the community 
at affordable cost. A 100-bcd well-equipped community care 
hospital has started functioning in Anna Nagar, "vladras 
since September 1994 under the auspices of this Foundation. 
The capital cost of this Irospital has been funded largely by 
donations made by your Company and its associates. I am 
happy to say that this community care hospital has already 
emerged as a "centre of excellence' in its field of activity. 


behalf of the Bo.ird of Directors and on my own behalf, 
I take this opportunity to thank our depositors, customers, 
bankers, financial rnstilulions and all the shareholders for the 
co-operation and assistance extended to your Comrviny and 
look forward to their continued support. I also place on 
record my appreciation of the good work done by all 
members of staff both In the field and in the office. 

, i7us ifyct ihM purport to In- the pnHiTthftjfi ot llw Annikil 
C/cnenti Mcctmp of the Compiny. 
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SPECIAL ARTICLES 


Economic Refoims and Rate of Saving in India 

Premachandra Athukorala 
Kunai Sen 

TIks piipci contrihutes to the cm rent debate nn the dectine in the donieaiic xavin^ late in India tn the aftermath of 
the hhirahxation rejorms initiated in IWI. It is found that the decline in the savinrate has predominantly originated 
in hnmehiild physical \ayinp, the main aihcati \>or\ of saving vhirli is comnum to both saving and investment estimates 
piepareil h\ the CSO (a\ en that the persish ni decline in household physical saung has occurred in a context where private 
coipoiaii investment has c xhihited snong giinvth and that there is no evidence of an intiinsU bias in the nen policy regime 
against tin unorganised se, mr. ni' suspect that the decline m the saving rote is a statistical artefact resulting from an 
iindeiI sliniatioii of total gross domestic capital foimaiion. 


I 

Introduction 

I'HE- hch.ivioui ol clDiiusiii. saviiicv lui'- 
been imc ol' thi.' key I'.iucs in the corrent 
iJcbjie on the process ol adjiisinu-ni in the 
Indian economy lollowiiij; the markcl- 
onciUedpolicylelorniMHilialedin IVdl An 
iinpoiianl objecine ol iho rclonn |)ioi,cs‘. is 
1(1 improve India's b.ilaiicc of p.iymenis 
position wiihoui sacriticinu output itrowth 
The attainment ot this ob|ective depends 
eiiistally on an impiovcinent tn ihe savinjrs 
perU'imanve ol the economy As the 
development expeiience ol I lie Asian newly 
indnsi nail sing voiiniiiesele.il lydemonslrale, 
lapid .ind siisi.iined eeonomit giovsih is 
eonsisieiil with exiein.il ec|uilihiiiim onlv 
il the economy v.in domesiK.ilIv geneiate 
.inineteasiiigsh.iieol invesiible lundsneeded 
loi siiili gtiniih V'lewi'd 111 tins l onle.vl, the 
einph.tsis 111 ilie vuiient debate on the 
beh.ivtour ol tlomesiiv savings situe die 
reloims is eiitnely jiistilied 

The oilivial data on domestic s.ivings 
(geneiatcd by the Nation.il Slatistieal 
Oigaiiis.iiion.C'SC)) point to <i decline in the 
saving lale Ithe latio ol gross domesiK 
savings to (jDP) since IWI This decline 
van be seen .is a reveisal ol the upward licnd 
111 Ihe savings I. lie since Ihe niid- 19 H().s Two 
sv bools of ihoiighi haveemeigedio 'explain' 
this disappomiiitg saving pel fill manee in the 
|K)si-ielorm peiiod One view as expiessed 
in /’/((■ lx iHIoiiiu Siirsey ln 04 04 (which we 
can vail ihe'oH'ivi.ir view nakes the position 
that the vleclnie in (he savings i.ite is possibly 
spill lolls as It IS not consistent with 
cconontu fundanienl.ils I Ins view, 
ihereloie. tails lor .1 leview ol the 
nielhodologv loi esiiiiialiiig ..ivnigs and 
capital lorm.iiion intheecononiv"(/:'( oiuiniu 
Slaves I004-0S, p ?i A setond view holds 
dial Ihe decline in Ihe savings rale is in laei 
'real' and is .111 iininieiided ionsei|ucnte ol 
the reiorni pioeess |Rao IW 5 ; liPW IW 5 . 
I'd'W Reseaieli l-oundalion 1995 ) For 
nsianec, I.PW Researeh Found.ition 
'(lecforth EPWRF) aigiic, ‘ it is beyond 


doubt true lhai the delinilive thrust ol new 
economic policy is to promote highei 
ceonomie gi iiwlli by promoting consumption 
bv the vet V middle .mdhigli-ineoiiieelasses" 
IhPVVRFMW*; 1040] EPWRFlurlher.irgues 
that tlieie is an upw.ird bias 111 ihe 
nieiisuienieniol household I'inanei.d savings 
in ree.'iii yeas and this, it corrected, will 
luiiliei .icveniuaie the fall in the leponed 
s.iviiigsiale Tliepeisisieiil lall inthcsavings 
i.ite and the beliel that tonspieiious eoii- 
sunipiion ani.ing the rich .iiid middle class 
in the post lelorin economy has coniiibuicd 
to this la|i have provided breeding gioiind 

I I ir .1 powei I III lobby againsi pi oposed looscii- 
iiig up ol v|u.inliiative import lestrietions on 
eonsiiiiier goods |Duncan 1995 16] 

'The pill pose ol the p.iper is to coi.lribtilv 
to this debate ilirougli a caielul analysis ol 
disaggicgaied s.iviiig d.il.i while p.iyiiig 
atieiiiioii III measuiemeiit issues and 
econoiiiie luiid.imentals which undergiiil 
s.iving behavioui In Section II, we piovidc 
an oveiview ol the salient I'caluies ol 
beli.ivioui ol savings in die leeeni past 
highhghiiiig vciiain key as|ieets ot Ihe data 
ih.ii h.as liven o\ erlooketl in the cut rent debate. 

III parlieulai. wc note that the dceliiie in Ihe 
s.ivmgs rale sinev 1991 has been driven by 
ihe lall in liousehold physical savings. Since 
liouseliold physical savings is obtained rroiii 
ihee.ipiial lormiitionaLv oums, we argue that 
the answer to ibe savings decline must 
ni'vess.iiily lie eillici in the behavioui ot 
houseliold eapilal torniaiion or in its 
iiieasuieinem In Seelion III wc explore to 
what c xieiil I he app.ircnl dcci 1 ne 1 n household 
vapiial lorinaiion is le.il 01 a ‘staiislieal 
ailelavl' In Seelion IV. we crilieally evaluate 
FPWRF's elainis that hou.sehold linanvial 
savings aie overestimated' Section V 
voiu hides 

11 

Savings Behaviour: An Overview 

The key Icaiures ol' the behaviour iit the 
gi iiss domestic savings rate in the recent past 
arc well known by now and can be biicfly 


summarised | lor lurtherdiseu.s.sions, secRao 
1990. Roy and .Sen 1991; EPWRF I995J. 
Fiistly. the savings rate increased over the 
.second hair of' the 1980s to a peak ol' 2'T7 
pei eeni m 1990-91, It then tell sharply in 
the next two yc.irs to 20 per cent in 1992- 
9.^. It remained .tround that level in 1993- 
94 It IS important to note hcic that the 
decline is obsoivable,,(inly when the 
eomparison is made wall the last three yeais 
of the 1980s (Table I) Scvondly. the tall 
in the s.ivings rate h.is been niosily due to 
the lall in the total household savings rate 
(Figiiie l.i The household s.ivings rale has 
lallen I'lom a peak oT 20 pci cent 111 1990- 
*i| 10 15 9 pci cent iii 199.3-94 While the 
piiblie seeior savings rate has shown a 
negative (rend over iiukIi ol Ihe 1980s and 
|99()s, the eomribuiioii ol' public seeior 
savings to total domestic sav ings (aiouiid I - 
2 per cent ol GDP iii hiic lOXOs) h.is not 
been huge enough to explain the sharp 
downturn m the gross domeslie savings lalc. 
The corporate savings lale, on the other 
hand, has inetcased steadily over lime A 
point worthy of mention here is that ilicic 
was a dip in the gross domestic savings rale 
in the early 1980s (similar to whai one is 
witnessing in Ihe early 1990s) — a tealure 
of Ihc behavioui ol savings in the Indian 
economy that has remained an unresolved 
pu/.ide' in ihc liieiuluie (on this, see Roy 
and Sen 1991 ]. We shall return to this point 
111 a later section Thirdly, the data clearly 
indieaics that Ihc decline in the total 
household savings i.itc has been due to a 
eurrcspuiiding decline in the rate of 
household physical savings (Figure 2). There 
has been a signiheant tall in the latter from 
a peak ol 11 3 per cent (of GDP) in 1990- 
91 10 5 6 per cent in 1993-94. that is. a 
halving ol the household pHysical savings 
I ale in a space of three years Household 
linancial savings as a percentage of GDP 
has, on (he other hand, iiiercased over time 
to a peak of 10.3 per cent in 1993-94. Since 
household savings in phy.sical a.sseis 
eoniribulcd approxniiUcly half of the total 
domestic savings in the entire ccomimy in 



ftcuUKR t- CiHOs* Domestic SavIws and Total Househoi d Savings 
(as a per ocm of GDP) 
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details}. Sin^d liotitseiiolcl phys^al savings 
is obtained as a residual, any biases and 
errors in themcasui emcni of gross domestic, 
capital formation (as well possible biases in 
invesiment estimaies for the public and 
corporate sectoi's) would be rellectcd in ihc 
esiimaiion of hou.sehold phy.>icai savings. 

In this context, one con offer two possible 
explanations for the obscived decline in 
household physical .savin.a.s — one. that the ' 
decline in Ihc l.'iiter is 'loal' and related to 
the process of adjustment in (he Indiait 
economy sincelheon.seiofioformsin 1991, 
and the othci, that this decliiu' is a siatisticai 
aitclact' and is due (o the possible. 
mea.suremeiii cirois uiising from the . 
esiinuitioii ot gross domestic capilai 
lonnation (GDCFt We examine each of. 
ihc.se explanations in turn in the nex i scclion, ^ 

III 

Decline in Hou.sehoid 
Physical Saving.s: , 

Real or Statistical Artefact? 


the laic 1980s, clearly ihc sharp decica.se in 
ihe household physical saving.s rale is the 
most impoiiant latlor behind the ictent 
dcLlnic in me savings mic Therefore the 
explanation of ihc decline in the savings rale 
in the Indian economy in the recent past 
mu.si necessarily lie in the behaviour of 
hou.sehold savings in physical assets. 

To SCI Ihe stage forihe ensuing di.scu.ssinn. 
It IS necessary lu gain .1 clear undeisiandmg 
about Ihc way household physical investment 
IS measured in CSO saving/investmciit 
csiimales. The household .sector, as dclined 
by the CSO. is highiv heierogeiicous in 
eharaclcr and is virtually synonymous with 
the unorganised scclorofihceconomy. Apart 
Ironi the ‘household proper', it includes 
non-govcrnmcni non-cc'rporatc cnicrprise.s. 
unregisiered small-scale household 
industries, and noii-piofit charitable 
institutions. Given this heierogcncoiis 
eharaclcr, household savings in CSO data 
(which account foi 60 to 80 per cent of total 
domestic saving) is a residual derived by 
deducting public and corporate savings 
(directly estimated fioiii public and eor|Kiraie 
■iccoimis) from total saving. 

The stalling point of the proceduic lor 
^cstimat ing household saving is theesti nvition 
ofgross total domestic fixed capital iormaiion 
using the commodity How meihod [foi 
details, .sec RBI 1982. Rakshil 198.V, CSO 
I989|. Household physical saving is then 
derived as a resirlual by .subtracting 
goveinment and corporate phy.sical eapiial 
formation (directly e.stimated using 
governmeni and corporate financial 
stalemenis) from total physical capital 
tormation. The comptment of household 
phy.sical saving (savings m total physical 
assets) in Indian saving data is therefore 
identical to the component of household 


inve.vliiienl in physical assets in domcsiic 
invc.vimcnt vlala. The hou.sehold sector’s 
financial saving is arrived at by deducling 
Ihe governmeni and corpoiatc seeioi s 
holding of liiKinciul assets irom the total of 
such assets in (he economy. Thus in ihc cases 
of both physical saving and financial saving 
any erronnestimuied totals and iliccslimules 
lor the other iwo .seciors are eventually 
lellecicd in the estimates lor the household 
sector. However, in ihc case ol linaiiciul 
saving this Is not considered a serious 
problem because both Ihc other two 
components and the total are based on lairly 
reliable piiniaiy Jala This i.s noi so in Ihc 
ca.se ol physical saving While invcstmenl 
esiimates tor ihe public sector and corporate 
seciorinay be considered re.isonably reliable, 
estimates ol total invesiment (Irom which 
Ihe lormci Iwo components arc deducted lo 
derive household phy.sical saving' is subject 
10 signilieanl bia.ses and crrois arising from 
the nature o( the eoinmodity How method 
used in cstiinaiing ihai .iggicgate |scc RBI 
1982, Rakshil l98.tandSrinivasan 1994 tor 


As noted, the Jccliiie in the household • 
saving rate in po.st-rcform years ha*.',.' 
piedorninamly come Irom the decline in the. 
rale ol household gioss domeslic capital'' 
lornuiiioii I - household physical saving ' 
rale). Inteicsiingly, this signifieanl fail 
household invcstmenl rale has occurred tit . 
a context where the private corporate J 
iio'csiment laic lias tecoided an impressive * 
iiicicasc by any lustoneui siandard tTaWe ; 
2' The laltei incrca.sed Irom 4 7 per cent. ,t 
in 1990-91 106.8 pel sent in 1993-94. While- ■ 
(heie luLs been a murgin.il fall in the publij : 
sccii-r inve.sinicni lo GDP ratio, the fall in 
the go'ss mvesimciu lalc, which i.s similar 
in mugnitudc lo Ihc tail in the s.aving rate< - 
has predominantly onginaied in the fall m‘.'’ 
the ratio of Ik •uschuld g 1 oss capital 1 ormaiioit 
lo GDP 

■fhis intriguing inverse relation.ship , 
between pn\.iieeoiporatcCapital foimation ^ 
.aid household capital lonnation in the Indian 
ci-onomy as revealed by the C.SO data is not 
a peculiar poM-reloi m phenomenon. It is an 
iinpori.un ‘sivlised fact' of the sectoral 


Pabie I Gross Domi sitc Savivi.s ,\ni> hs Sktohai Uisaoi.hi(.ation 
(as a (Tcr scnl of GDP) 


Yeai 

Huu.schold Sector 
Physical Financial 

Savings Savings 

Total 

Su /ings 

Private 

Corporaie 

.Sector 

Piihlic 

Secloi 

Giixss 

Duinesliv 

Savings 

OIKS-St) 

7..S 

7 1 

14 6 

2 0 

! 2 

198 

1986-87 

62 

8(1 

14.2 

1 8 

2 7 

18 1 

I987-.S8 

89 

8 0 

170 

1 7 

2 2 

20 9 

1988-89 

10 4 

6.9 

17 3 

2 2 

20 

21.6 

1989-90 

10 0 

8 1 

18 1 

26 

1 6 

22 7 

1990-91 

11.3 

8.'’ 

20.0 

-7 

1 0 

23 7 

1991-92 

78 

10 1 

178 

.V2 

2 1 

2.i.l 

1992-9.) 

77 

7,8 

I.V.S 

3 0 

1 S 

20.0 

199.1-94'' 

,S.6 

10.3 

IS 9 

4 0 

0 2 

=!,-. < 


* Quick esiimaies. 

Sfiurc*.!'Central Statistical Organi.saiirm (1994. lOv.S) HtmumM Sune. IW4 J‘< 




Figure 2: Gross Domi stk' Ssvinus and Househoi.d Savings, Financial and Physical 
(as a per cent ot GOP) 
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GDS + HouschoKI Financial Savings 4 Household Physical Savings 


Ix-huviiHir ol ciipKi l(im).)lioii in India as 
icvcaled by the oflici.il naiional account 
si.iiislics IJoshi .iiid ladle Iy94.,ll5) 'Phis 
is inosi clearly 'Cen in Figuie V Given the 
method ol esiiinalion used. Ibis siyli.sed lad 
provides the lirst indicalion that there may 
he eriois in the measureinenl ol household 
physical savings To return to our point 
eailiei about the savings puzzle ol the early 
lysOs. Figure 3 clearly shows that the sharp 
decuMsc in the household physual savings 
late in this peiiod coincides with an increase 
ol similai magnitude in the coiporate 
investment rate It can be hypolhesiseil at 
this stage that there may be a common 
explanation behind the savings behaviour ol 
the early l9Xt)s and I99()s aiio tins has 
essenii.illy to do with the measurement o| 
(ilXI 

■Vs notcil, the term 'households' as used 
111 national .iccounis is a misnon’cr The 
household seclor iiu ludes not onl\ 
iiulividiials but also iion-go'ernmenl 
imincoipoialcd enterprises such as 
pioprietoiship and paitnership lirms and the 
iiniegistered sm.ill-siale indusiiial sectoi 
Moieovei as we will see later in this papei, 
ihedi.stmciion bei weenthe 'hou.sehold' sectoi 
and the loipoiate secioi in teims ol then 
domains i| operation has gr.ulually 
dis.ipiKMi ed due to vai lous ladois emanating 
Iron; the icgulatory system In theory, the 
same set ol eionomic lactois should drive 
invesimeiu dciisions in the private sector, 
whethei they be private corporate lirms or 
umncorpoialeil enterprses i As the Raj 
Committee aptly put it. Investment 
behaviour in the unincorporated enterprises 
\i\e to be viewed m Ithej wider context as 
•( o' the growth of private business 
orises within ihe economy" |RBI 
' I Thenegaliverel.iiion.slnpbctwccn 


the two i n vestment rates is, therefore, di fftcul t 
to explain m terms of economic behaviour. 
.Since the estimates for private corporate 
investment can be considered to be more 
reliable (obtained as they are from thebalancc 
sheets of the RBI’s sample of firms), one 
can expect that in a context where corporate 
investment exhibits an increase fdecreasc) 
any underestimation ofgross domestic capital 
formation by the commodity Bow method 
in a given year would result m a spurious 
downward (upward) movement ol household 
capital formation (and therefore household 
saving in physical assets) m that year. The 
sharp decline in the ralcol household physical 
investment (=household savings in physical 
assets) during Ihe period since 1991 can, 
therefore, be considered real only if we have 
sul ficient icasons to believe that the incentive 
structure and the institutional setting created 
bv the new (posi-1991) policy regime 
embodied an intrinsic bias in lavnur ol 
corporate investment and against non¬ 
corporate and household invesiment. 


There is no evidence of the existence of 
such a situation during the post-1991 period. 
In fact, the new trade liberalisation and 
industrial declieensmg policies have been 
designed in such a way that the performance 
of unincorporated and small-scalcproduction 
units arc cushioned against adjustment pains 
in t he process of economic opening, reflecting 
a continued adherence to the age-old tenet 
ot 'small-scale reservations’ in Indian 
development planning [Bhagwaii and 
Srinivasan 1993;Duncan 1995). Even though 
importsol capital goods and of intermediates 
have been largely liberalised compated to 
pre-1991. imports ol consumer goods are 
severely constrained by quantitative 
restrictions (QRs), coming principally under 
the so-called Negative Li.st under the Import 
Policy The tarifl structure too .still has a bins 
against consumer goods (as does the QR 
policy structure), though in a much 
diminished fashion. These features ol the 
trade regime suggest the effective rate ol 
protection (ERP) (protection to a process of 
production or to ‘value added’ in an activity) 
for the so-cal led house! lold sector production 
activities would have in fact incrca.sed as 
compared to that lor private corporate seclor 
production during the post-refoim years. At 
the same time,eniry barriers m many product 
sectors where small-scale units tend to show 
a greater concentration remain virtually 
intact; over 800 items, including most 
consumer goods, are reserved for the ’small- 
scale’ sector — companies with an 
investment of less than six million rupees 
(Duncan 1995:16]. In consistent with this 
small-scale bias in the policy regime, most 
industries in the consumer goods sector have 
in fact performed better than the average for 
the manufacturing sector, in particular in the 
year 1993-94 (Table 3). Several of lhc.se 
industries have found to be small 
establishment oriented (.see Rainaswamy 
1994] and their perlonnancc provides indirect 
evidence on the relative perlormance of 
small-scale firms in recent years. 

EPWRF(1995) pays attention to a decline 
in household financial liabilities in recent 


Tabu 2 Gross Domi-sik f'Ai’nAi, Formaiion and Irs .Sktorai Disaggregaiion, Ciirreni Prices 

(a.s a per ccnl of GOP) 


Yoai 

Hdu.seholil 

Private 

('orporalc 

.Sector 

Public 

Sei lor 


Errors and 
Omissions 

Adiusted 

Toial 

I9SS X(. 

7.5 

5 5 

11.2 

24 2 

-2.0 

22.2 

I98() 87 

6 2 

S 8 

11 7 

2.8.2 

-2.3 

209 

1987 88 

8 9 

8,6 

99 

22.5 

05 

« 22.9 

1988 .89 

to 8 

4.8 

99 

24 5 

0.1 

24 7 

l')89-9() 

9 0 

5 2 

too 

24 2 

08 

25 0 

1990-91 

11 2 

47 

97 

25 7 

1 4 

27.1 

1991 92 

85 

5 2 

9.2 

22.9 

0 7 

2.8.6 

1992-98 

77 

67 

8 9 

23.3 

-1 3 

22 0 

l99,t-94* 

5 6 

6 8 

8.9 

21.8 

0 9 

20.4 


'* Quick osiiinatcs 

Simnf Central .Staiislical O'ganisaiion (1994. 1995) 


Pi'ftnikmS#*- 







y«m M a potmtial (ixitiiiciitbr oif tiw M'ft'ne 
{^household physical investment (sa’ ing). 
I'his view implicitly assumcsaclosc positive 
relationship between household llnaneial 
liabilities (essentially bank loans to the 
household sector) and household physical 
investment (savings), a relationship which 
IS yet to be established empirically While 
this may be true on a secular b.isis, it would 
be misleading to draw conclusions about the 
behaviour ol household physical savings 
from movements in household (inancial 
liabiliticstwhich arguably isielatively ‘I'rcc’ 
ol measurement errors). As is clear from 
Figure 4. there have several yeais in the 
lecenl pa'i when the direction ol change in 
these two variables have not coincided - lor 
example, (he years lOOO-yi and I‘)y2-9.f 
In any case, as Roy and .Sen (1994) argue. 
It IS household investment in machinery 
(and noi total physical as.scls) (hat should 
be morccloscly related to hiiusehold rm...icial 
liabilities 

Fconomic policy reloniis opened up 
opportunities lor increased participation of 
toieign invesimeni m 'ho corporate sector 
ol the economy. However, while the new 
policy hxs eeriainiy created increased interest 
ol foreign investors in Indian markets, "this 
has not yet translated into siibsianlial 
acceleration of foreign dircci invcsimcni 
(FDD involving aciual increases in 
productive capacity" |JM 1994:46.^1. Most 
o( private capital inflows have lakeii the 
loimol porllolioinvestment Ofiherelatively 
modest volume ol FDI inllows, the lion s 
share has gone to the purchase of existing 
productive assets lather than to expand the 
productive capacity in the corporate sector 
IChaudhuri 199.51. In any case FDI 
participation only .serve to provide an 
explanation for the incrca.se m the corporate 
investment rate, not for 'he decline in 
household saving rate. (There is no plausible 
trade-off between FDI inflow and household 
investment!). 

As EPWRF (1995:1023) correctly points 
out, the reduced incidence of corporate 
taxation would have contributed, to .some 
extent, to the recent improvement in corporate 
saving and investment. While it is difficult 
to quantify the magnitude of this influence, 
it is unrealistic to place too much emphasis 
on It in explaining the distinct investment 
performance of the corpowte sector 
compared to the household sector. 

it is evident fiom the above discussion that 
the apparent decline in the household 
investment in physical capital (and hence 
household savings nie), which has in turn 
reflected in a significant decline in the total 
.savings rate in the economy since 1991, has 
largely, if not entirely, emanated from an 
undcreittimalion of GDCF in recent years. 
Why should there be a systematic downwards 
blits in the measurement of G[)CF? Put in 
another way. has there been any specific 
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Table .3. Gkowth in Prooiktion. SeLEcrEU Industries 


Industry 

1991-92 

1992-9.3 

199.3-94 

Food products 

49 

-1 5 

-10 2 

Beverages, tobacco and tobacco products 

29 

6.0 

21 2 

Cotton textiles 

».o 

8.0 

28 

Wood and wood products 

—(j 8 

.3.0 

4 4 

Paper and paper products 

26 

39 

6 S 

Leather and leather products 

-6 6 

3 S 

.SX 

Nun-melallic mineral products 

6 2 

1 9 

34 

Total manufacturing 

-0.9 

2 1 

-.3 , 


Soune- RBtRullftrnHmy 1994) 



S(i^ember 2. 1995 
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Moiilh. Year 

D Gurrenc> with Public + Ociiiand and Time Deposits 


Ucvelopniciits in ihc Indian economy since 
1991 that render the old inelhodology of 
measuring capital tormalion vulnerable lo 
measurcincni eirors? 

This issue can be meaningfully resolved 
only through a careful study of the cstiinaiioii 
procedure adopted by the CSO in generating 
its saving and investment data, in particular 
the key aspects ol ihe commodity How 
method (d invesiment estimation, while 
paying attention to possible inconsistencies 
between the procedures used and changing 
patterns of production relations m the 
economy. However, in the light of readily 


available evidence, we can suggest two 
po.ssible explanations The first explanation 
relates lo the ongoing process of 
Tnfoi mahsaiion ol the Indian industry since 
the caily I98()s, largely in response to 
stringent labour legislation and other 
institutional constraints (such as stringent 
closure rc.stricuon.s) (RBI 1982; Ahluwalia 
1991; Duncan 199.5] The informal (unorga¬ 
nised) sector comprising unincorporated 
firms and household production units in 
manufacturing has continued to grow mostly 
at the expense of the relative importance of 
the pri vate corporate sector during the period. 


Admittedly small industry is the home of 
unrccoided growth...Some of the growth 
may have been growth displaced from the 
large-scale sector because, of tiie competitive 
(small vs large) nature of policies. There is 
reason to believe dial some pioteciionisi 
policies for the small-scale scctoi have led 
to the fragmentation of .some large-scale 
units into small ones in order to gam fiom 
such pioiectiim. 

This pi ocessof informalisation ol domestic 
industry would have perhaps intcnsiticd 
following policy refoiins in 1991 foi two 
reasons. First, as di.scussed, the inceniiffe 
structures seems lo have changed in favour 
ol manufacturing sectors suited for the 
protilablc opciation ol small-scale units. 
Secondly there is some evidence of a new 
emphasis on exporl-orientcd production 
activities which requires greater flexibility 
in labour relations to maintain international 
competitiveness [Duncan 1995]. Inuconlexi 
whcic the relative contribution of inlormal 
sector production units continue to grow 
at a rapid rale, estimair.s based on Ihe 
commodily How method are likely to 
under.siaiedome.siic capital torinalion, unle.ss 
Ihe cslimaiion procedures are revised on a 
continual basis in order lo capture 
construction material, machinery and other 
investment goods produced in the 
unorganised sector. 

Our second explanation relates to rapid 
growth of capital (and intermcdia(e) goods 
imports as a result of import liberah.saiion 
initiatives since 1991. The index (1978-79 
= 100) of machinery imports increased from 
441 in 1990-91 to 572 in 1992-9.) and then 
to 696 in the second quarter of 1993-94 
(CSO, Monthly HuUelin oj Stattstics, 

Tablc 4: Gross Savings of Housfhoij) .SEcroR 
IN Total Financial Assets and in 
Cl'rkI'Ni y and Bank Deposits 
(os a per cent of GDP) 


Year 

Gross 

Savings 

in 

Currency 

Gross 
Savings 
in Bank 
Deposits 

Gro.ss 
Savings 
in Total 
Financial 
As.sets 

1980-81 

1 2 

4 1 

89 

1981-82 

0.6 

3.3 

8.5 

1982-83 

l.l 

37 

9.0 

1983-84 

1 .3 

3.8 

9.1 

1984-85 

1.3 

43 

10 2 

1985-86 

0.8 

4.0 

9.7 

1986-87 

l.l 

46 

10.5 

1987-88 

1.4 

4.4 

10.8 

1988-89 

It 

.3.7 

* 10.1 

1989-90 

1.7 

3.2 

10.8 

1990-91 

1.2 

3 1 

10.6 

1991-92 

1.3 

3.4 

11.5 

1992-9.3 

0.9 

3.6 

10.3 

1993-94 

1.7 

4.4 

11.9 


S/i«ri«.EPWRF(l995) 


Economic iind P()littca) W«el(ly 



Oci^r 19V4).T^^^$ rtijjid {ni^rTtP^wtii iiti- 
the post-reform economy implies a <;on- 
tinuoiis increase in the share of imported 
capital goods in total domestic availabitility 
ofcapital goods. Given the time lag involved 
in the compilation of trade data, it is likely 
that the estimates of total fixed capital 
formation obtained by using a historical 
ratio of imported to total available capital 
goods understate increases in capital 
formation based on imported capital good.x 
in the post-rcfofm economy, at least m the 
most recent year for which data is reported. 

IV 

'Overestiination’ of Financial 
Savings; An Evaluation 

In the current debate on the leceni 
behaviour ol savings iii India EPWRF 
(1‘I95) has argued thai there is an 
ovcrestimaiion of household financial 
savings in 1993-94 and this overcslimation 
it coriccicd will show up a further tall in 
the .savings rate. This argumcm lakes as its 
starting point the sharp mcic.ise m 
hou.sehold savings in currency ,inJ bank 
deposits, the latter iiicieasing from 0 9 per 
cent ol GDP iii 1992-93 to I 7 per cent ol 
GDP in 1993-94 while the former increased 
from 3 () per cent o( GDP in 1992-93 lo 
4.4 percent of GDP in 1993-94 EPWRF 
(1995) argues that this sigmluant inciease 
in household holdings ot linaiicial assets 
can be utliibiiicd to two laclors which an; 
iransitory in nature: ta) massive puii h.ises 
of local stocks and shuics by Inicign 
institutional investors in the altermath of 
policy reforms, and (b) rapid meiea.se in 
foreign rcmiliances to the household .sector 
mainly in response lo the signilicant 
depreciation of the rupee as part of policy 
lelorms. 

Before we critically evaluate EPWRF’s 
arguments, two salient features of household 
financial savings behavioui over the past 
two decades shouUI be pointed out Firstly, 
there has been fairly stable upward trend in 
gross financial savings (what ERF calls 
savings of pure households) (Figure .5). In 
(his context, the behaviour of llnancial 
savings in 1993-94 cannot be considered as 
an outlier Secondly, there has been 
considerable tluctuation in the ratios ot 
household savings in currency and in bank 
deposits as a per cent of GDP, the former 
fluctuating within the range U.6 to 1.7 (as 
per cent of GDP) in 1980-94 and the latter 
fluctuating between 3.1 lo 4.4 per cent of 
GDP in the same period (Table 4). Therefore, 
given the historical pattern of behaviour of 
these two variables, the data does not indicate 
that household savings in currency and hank 
deposits in 1993-94 has been ‘abnormal’... 
These two points should he kept in mind 
when considering the savings performance 
of; the household sector in 1993-94, 


Xccordttlg 10 EPWRF the 

titjection of money lo the economy though 
FM purchases of local slocks and shares was 
■‘essentially the [ main) factor that contributed 
to an expansion in currency and also lo an 
extent in bank deposits in 1993-94 which 
as result of the methodology of estimation 
of household savings, got reflected in higher 
financial saving m the form of these very 
financial assets”. EPWRF argues thin there 
are two possible sources of overestimation 
Firstly, the use of historical ratios for 
.ipportioiiing household portion in currency 
and deposits which are not valid in the 
current comcxt.,ind secondly, the estimation 
procedure not taking into account the 
dissavingofhouscholdsiniheirsalcof shares 
and debentures to Foreign Institutional 
Investors (Fllsi 

There c.in be no .irgument with EPWRF’s 
assertion ihat historical ratios derived Iroiti 
an earlier period may nol be valid in ihc 
current period. However, it would be 
misleading lo infer fiom this that there has 
been an ■■iveic.siimalion' of total domestic 
saving.s in India in the recent past While 
uscol past histori.'al ratios may incorrectly 
asciihc the increase in euircncy and bank 
dcpoMis to go lo hoii.scholds, it can oiilv 
lead to an ovcresiiniaiion ol household 
financial savings, nol of toial doincslic 
-saving.s Since ihc holding of currency and 
bank deposits is a combined portfolio 
decision ol all agents in the economy, these 
iwo assets will have to be held by some 
sec lot in the economy, whether it be 
households, the corporate secloi or the 
goveinment rheiefore, an ovcrestimaiion 
of household holdings ol currency and 
hank deposits will lead to an 
underestimation ol the financial savings ot 
some other sector and will only atfeel Ihc 
compo.silion iil savings. ERFs argument 
would only he valid if (here is a hunching 
of the increase m currenc y and deposits 
towards the end ol the financial year (since 
estimates of savings in currency and bank 
deposits arc based on data for the end of 
the financial year) Prc.sumably tlie implicit 
argument here would be (hat such a situation 
is one of disequilibrium' in agents' 
portiolio and consumption decisions with 
actual holdings ol euircncy and deposits 
not reflecting desired holdings. Yet as 
Figure 6 makc.s clear, there does not seem 
to any indication in the behaviour of 
currency with the public and total demand 
and time deposits that there has been a 
surge in these two assets towards the end 
of the linancial year 1993-94. 

The possible impact of sizeable foreign 
inward remittances by Indian expatriates on 
the giowth of household saving in the form 
of money balances was discussed for the 
first time in the Raj Cummiltec Report [RBI 
1982; Appendix VI). The comment by 
Rakshit (1983 761) on this issue in his 


IS equally relev^ ibr an assessment of 
EPWRF view oft irdnsitory increase in 
financial saving.s. To quote Rakshit. 


Fhci e arc lal iacies galore in thi.s ‘explanation' 
ol the rise in the financial saving ratio of 
households. It is true that.. foreign inward 
rcmiitance.s imiinlty raise moneyholdings of 
households, hut so do money wages or any 
other type moneiai y rec eipts of households. 
The fact that some receipts initially rai.se 
money balances is of no importance in 
explaining why households find it 
advantageous to hold a larger fraction of 
iheir savings in the lonn of currency and 
hunk deposits 


Even if wc ttalscly) believe that 
lumittances arc fully translated into 
hou.sehold financial savings ti e, marginal 
propensity lo save out ol remittances is 
unity), increase in remittances could 
account foronly about 0.7 pericntage point 
inciease in the average rate of hou.sehold 
finuneial saving in 1991-92 and 1993-94 
ovci the average level for the preceding 
ihiec years [calculation based on Table 7 
in EPWRF 1995) 


Conclusion 

In this papci w'c have attempted to 
contribute to the current debate on the 
decline in the domestic saving rale in India 
lollowing the lihcialisation reforms 
initialed in 1991 In search of sources of 
decline in the olficial (CSOi saving rate 
W'C carelully analy.sed disaggregated saving 
data while paying attention to measurement 
issues and economic funclanienlals which 
undergird saving behaviour. 

ll IS found (hat (he decline in the saving, 
rate has predominantly originated in 
household physical saving, the mam 
siibcaicgory of saving which is common 
to both saving and investment estimates 
prepared by the CSO. Hou.sehold physical, 
saving is derived as a residual by deducting 
directly estimated public and corpor.stc 
investment from tnial capital formation 
estimated using the commodity flow 
method Given that the peisislcnt decline 
in household physical saving thus derived 
lias occurred m a context wliere private 
coi poraic investment have exhibited record 
growth, we suspect that the decline in 
domestic saving rate as reflected in official 
data is a statistical artefact resulting from 
an underestimation bias in the estimation 
ut total gross domestic capital formation. 
Relating lo this point, there is neither a, 
sound economic reasoning nor empiricaf 
evidence to argue that the reform process 
has been specifically damaging to the 
investment performance of the household 
sector. We also failed to find any convincing 
evidence lo suggest that there has been an^ 
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o^erestinution of total domestic savings 
^emanating from an abnormal (transitory) 
increase .n the rate of household financial 
saving during the posi-reforni era 
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Review of Han Formulation and Implementation 



VNaUi 

This paper reviews the current status of urban and regional planning for Delhi and the national capital region, 
against the background of socio-economic and demographic changes that have occurred during the last three decades. 


Introduction 

IN an earlier paper published in this journal 
fNath 1988] the present author had reviewed 
the statusof planning for the national capital 
region (NCR) (see the figure). Tfie review 
referred to the constitution of the NCR 
planning board (NCRPB) in I98S and 
presented a summary of the objects, strategy 
and principal recommendations of the 
interim development plan and the draft 
regional plan (DRP) for the NCR that had 
been prepared by the board before the 
preparation of the ‘Regional Plan 2001' 
(RP). The latter was finalised and approved 
by all the governments concerned - of UP, 
Haryana and Rajasthan, the union territory 
of Delhi and the centre - in July 1988 and 
became effective in January 1989. The 
draft second master plan for Delhi had been 
prepared by the Delhi Development 
Authority (DDA) in 1985 but it had to be 
revised because it was not approved cither 
by the government of Delhi or by central 
government. Since the NCRPB had been 
constituted in the same year and had started 
preparation of the RP. the central 
government wanted the master plan for 
Delhi to conlorm to the objects, strategy 
and policies of the RP. A revised ma.sicr 
plan (MPD-lf) was prepared along these 
lines: it was appitived by both governments 
and was enforced on August 1. 1990 (DDA 
1990:15]. 

The interval of almotii a decade between 
tlic termination of the lirsi master plan ol 
Delhi. 1962-81 (MPD-I), and the beginning 
ot MPD-II has been a major factor in the 
unbalanced spatial expansion of the Delhi 
urban agglomeration (DUA). particularly its 
growth into the areas around the built-up 
area of Delhi in 1962. which had been 
designated in MPD-I as the green belt 
incursions into the green belt have*faccn 
maximum in two locations: (a) along the 
highways t'onnecting Delhi with its satellite 
towns, Chaziabad, Faridabad and Gurgaon, 
and (b) into the Aravali ridge, which htgl 
been designated in MPD-i as a nature 
preserve. Large parts of the ridge, located 
within the DUA, have been built over so 
much that the original woodland is hardly^ 
visible. 1 

Tbeinierv^l^ributedidsotQlhefttrthcr 
growth of«iargd hiiffliber of unauthorised 


colonics, squatter settlements and slums. 
They had b^n mushrooming even during 
the period of MPD-I lor tw*o reasons: 

(i) large in-migration into Delhi with the 
great majonty of the migrants being 
poor, and 

(ii) freezing of all land for urban develop¬ 
ment in the union territory by its 
government. 

Hereafter, the DDA alone would have the 
right to acquire and develop land for 
residential, commercial, industrial or other 
uses. The decision was taken to ensure that 
all development within the UT was according 
to MPD-I. It did achieve this object, but it 
also had the unfore.secn result mentioned 
above. The process has continued until it 
isestimated that “about two-thirds of Delhi's 
housing stock is located in .squatter colonies, 
other unauthorised and sub-standard 
.settlements and notified slum areas. Estimates 
show (hat Delhi's squatter hou.scholds have 
increased .seven-fold between 1961 and 1991 
from 40.(K)0 to 300,000" (interview with 
C Noronha, mcmber-.secrciary^ NCRPB). 

The object of this paper i.s to review the 
current statusof urban and regional planning 
for Delhi and (he national capital region. The 
review is presented against the background 
ot the changes - demographic, other socio¬ 
economic and in spatial expansion of (he 
DUA and of (he satellite towns of Delhi - 
that have occurred during (he last three 
decades, it aiialy.ses (he nature, objects and 
stiategies of both plans and explains the 
relationship between them. It f(x;uscs. in 
particular, on (he adequacy of the two plans 
in meeting the objects 

The paper is divided into seven .sections 
The growth of the population ol Delhi .since 
1961 and changes in its economic structure 
arc described in Section 11. Section III 
contains a brief review of plan formuiaiion 
and implementation during the three decades 
1962-91 andacompari.sonufRPandMPO- 
11. The implementation of both plans is 
discussed in Sect ion IV. This seci ion contai ns 
also a brief description of the construction 
programme of DDA The steps taken to 
restructure and reform (he DDA arc (Ascribed 
in Section V which provide the background 
to some of the recommendations made in 
Section VII. The prospect for the decade 
I99l-200t isdiscu.ssc(lin.&xtion VI. Section 
Vtl dpntiltts > number of recommendations. 
Theke r^ale. in particular, lo restructuring 


oftheDDAand reform of otherorganisations 
which provide essential services to theDUA. 
It should be mentioned that several 
recommendations arc in line with accepted 
policies of (he central and state governments. 

The appendix is devoted to: 

(j) description of growth of population during 
1971-91, economic structure, developm^ 
problems and projects being implemented 
or planned to alleviate them in the six DMA 
and eight priority towns/citics located within 
the NCR, and 

(ii) evaluation of the prospect of the town/ 
cilyreachingby 200I the population assigned 
to It in RP. It may be added that NCRPB 
proposes to revise (he a.ssigncd popuiationt 
for all the I4 lowns/cities in I994. 

II 

Demographic and Related 
Socio-Economic Trends 

Gaowm of Powjlation 

Data on growth of population of the union 
territory of Delhi during the three decades 
1961-91 arc given in Table I. The total 
population increased fiom 2.66 million in 
1961 to 9.42 million ill 1991, or by 255 pet 
cent. The growth rale during individual 
decades varied within a narrow range of 51 
and S3 per cent. But there were large 
differences in the mtcr-dccadal rates of 
growth of the urban imputation, on the one 
hand, and the rural population on the other. 
The growth rates of the urban population 
ranged between a low of 46.9 percent during 
1981-91 to a high of 58 per cent during 
1971-81. But (he growth rate of the rural 
population declined abruptly from almost 
40 per cent during 1961-71 to 8 per ceiH 
during 1971-81 tojumpbackto llOpercent 
during 1981-91 Die reasons for these sharp 
fluctuations need to be investigated. The 
sharp fall in the growth rale of the rural 
population during 1971-81 could be due to 
incorporation of a large number of villages 
within (he municipal corporation of Delhi 
(MCD) as a result of extension of its 
boundaries, while (he high growth rate in 
the next decade could be due to the large 
number of people, working in DUA. using 
the villages as dormitories because of lower 
rents than near their w<>ii places located 
within the DUA. It may be added that almost 
the entire deficit in housing (the difference^ 
between the number of households any 



' number of occupied houses) in 1991 was in 
urban Delhi (Registrar General and Census 
> Commissioner 1991 a:261. Accordingly, it is 
. safer to use the total population of the union 
teiTitory, 90 per cent urban, for any analysis, 
dian the urban orrural populations separately. 

Data on the growth of population of Delhi 
during the four decades 1951-91, and the 
contribution of migration to this growth, are 
given in Table 2. The population increased 
by more than 50 per cent in every decade. 
Data on the number of migrants into Delhi, 
which are aval table only for the three decades 
1951-81, indicate that i n two of them migrants 
contributed mure than half of the increase 
(NCRPB 1988: 1371. 

Although data on the income levels of 
the migrants are not available, there is 
considerable indirect evidence to indicate 
that the great majority of them are poor. The 
evidence consists principally in: (a) 
proliferation of slums and squatter colonies 
because of the migrants’ inability to afford 
better housing; and (b) increase in 
employment in the informal sector in which 
wages/earnings are low. 

Work Participahon Rate 

The work participation rale (main workers 
only) in Delhi was 31.4 per cent in 1991 
(Table 3). It was lower than the national 
average of 34.2 per cent but higher than the 
proportions in the adjoining states of Punjab 
(29.9 per cent). Haryana (28.1 per cent) and 
UP (29.7 per cent) [Registrar General and 
Census Commissioner I99lb:l2].inallthesc 
states, the WPRs are low because of the low 
proportion ot workers among females: the 
proportion for males, 51.6 per cent in Delhi 
and in the 47 to 53 per cent range in the 
adjoining stales, arc clo.se to the national 
average of 50.6 per cent. 

Data on the distribution of the workforce 
by industrial categories in 1991 are given 
in Table 4. It will be seen that the proportion 
of workers engaged in agricultural and allied 
activities was only 3.4 per cent and the 
remaining 96.6 per cent of the workers were 
engaged in various non-agricuitural 
activities, ol which manufacturing and 
processing including household industry (29 
per cent), trade and commerce (21 per cent) 
and other services (31 per cent) were the 
most important. This may be expected since 
Delhi is predominantly urban. RP aims to 
deilcct a total population ot 2 million from 
Delhi to the DMA towns and priority town 
complexes by 2001. But. as i ndicaicd by the 
data presented in Table 5, the dctlection 
would not alter significantly the distribution 
ol workers by industrial categories. In other 
words.even after the dctlection Delhi would 
remain a major industrial, commercial and 
Tinancial centre with 4 boul half ot the 
workforce engaged in these activities. It will 
be noticed also from this table that between 


1951 and 1981 the proportion of (he 
workforce engaged in manufacturing 
increased steadily from 17 to 29.2 percent. 
The increase was almost exclusively at the 
expen.se of ‘other services’, which includes 
public administration. A reversal to the 
position of 1951 is not expected, however, 
as a result of deflection of the population. 
The principal reason for this is that growth 
of manufacturing industries in the DMA and 
priority towns would be due to the location 
of new industrial units tn them and not to 
shifting of the units now located in Delhi. 
The shift, if it does take place, would only 
be in the case of non-conforming industries. 
A total of 24,(X)0 industrial units need to be 
relocated [DDA 1990:185). Shifting of 
markets would also not reduce the proportion 
of workers engaged in trade and commerce 
because except for the market for fruit and 
vegetables, which is proposed to be shifted 
from Azadpur in the union territory to the 
new town of Kundli proposed to be built in 
Haryana, the shifts would be from their 
present crowded locations within old Delhi 
(Shahjahanabad and Paharganj) to new 
locations on the periphery of DUA. 

Ill 

Comparison of MPD-II 
and NCR (KP) 

Both MPD-il and RP have the same 
termination date. 2001. The principal object 
of both plans is to reduce the growth of 
economic activities and of population in the 
DUA by diverting the growth to a limited 
extent to DMA towns but mainly to priority 
towns in the NCR. so that the population 
of the union of Delhi would be 11.2 million 
by the year 2(K)I. However, the two plans 


h*av 4 di^arent fjrojebtlona of population 
by 2001 without (he deflection. Whereas 
MPD-II has projected the population at 12.8 
million, RP has projected it at 13.2 million. 

The agreement between the two plans on 
the princi pal object, the strategy for achieving 
it and the termination date greatly assists in 
their implementation, because financial 
and other resources needed for their 
implementation can be allocated with the 
assurance of agreement between them. The 
agreement is pos.sible because both the DDA 
and the NCRPB are under the ministry of 
urban development of the central 
government. But it should not be taken for 
granted; it could be difficult to achieve if 
the DDA is transferred from the central 
government to the government of Delhi 
sometime in the near future. 

In both plans, targets in difterent sectors 
and .subsectors are need-based and do not 
make any reference to requirements, either 
of finance and professional and managerial 
manpower, or of the time needed for 
formulation and implementation of projects 
and achievement of Ihc targets. RP makes 
It clear that implementation plans which 
specify these would be prepared within its 
Iramcwork by the state governments and by 
ihe central ministries. This may be assumed 
also in case of sectors other than land 
development and housing for low and middle 
income groups, which are not within Ihc 
purview of the DDA. 

MPD-II iscsseniially a land use plan which 
speci tics the use of land in the union territory 
of Delhi for residential, industrial, 
commercial and other uses. Secondly, it 
specitics in great detail the floor area ratios 
(FARs) for lands reserved for different uses 
and for residential lots of different sizes. 
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(Numbers in 000' 

Population 

1961 


1971 


1981 

1991 

Total 

2658 


4066 


6220 

9420 

Rural 

299 


418 


452 

949 

Urban 

2.159 


1647 


5768 

8471\ 

Total 


51 (K1 

Growth Rates (percentage) 
53.00 

.51.45 

Rural 


.19 91 


8.10 


109.86 

Urban 


54.57 


58.16 


46.86 


Stmrcf Registrar General and Census Dunniissioner (1991a’ 96) 


TA8i.r 2: Populatmin ano MK.RAnoN into UI:1.hi. I9.S1-91 


Year 

Population 

Nel Dceadal 

Per Cent 

Total No of 

Percentage of Immigrants 


IIXX)’s) 

Increase 


Immigrants 

in the Decadal Increase 



(000‘s) 


(000‘s) 

in Populuion 

1951 

1744 





1961 

2659 

915 

52.1 

544 

59.5 

1971 

4066 

1407 

52.9 

525 

37.3 

1981 

6220 

21.54 

53.0 

1229 

.57.0 

1991 

9421 

3201 

51.5 

na 

na 

Soune: 

Figures for 1951-81. NCRPB 1988:1.17. Table 3.1 



Figures for 1991: Registrar General and Census Commissioner, India (1991b: 96). 
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^ ^opi^ along rtudft if It 

contains also a review of the hnplementation 
of MPD-I. The review brings out that in the 
case of most sectors the projections of needs 
proved to be under-estimates because growth 
of economic activities and of population in 
Delhi was higher than the projections of 
MPD-i. The expansion of housing and 
infrastructure was lower still, creating a huge 
deficit between needs and supplies. 

IIk two exceptions to the latter were 
supplies of water and electricity in ca.se of 
which the achievements were 121 and 100 
per cent of the targets. However, keeping 
in view the persistence of shortages of both, 
particularly in Delhi’s severe summer, MPD- 
11 takes the view that the requirement of 
water was under-estimated in MPD-I and 
suggests a higher standard - 80 gallons per 
day per capi la - instead oft he SO gpd adopted 
in MPD-I. It does not indicate, however, a 
higher standard for calculating the 
requirement of electricity. The latter is 
es.sential, however, because of explosive 
growth during the la.st three decades in the 
number of air-coolers, air-conditioners and 
various electrically operated kitchen 
appliances. The revised standards for both 
water and electricity should be accepted 
both by the government of the union terri¬ 
tory and the central government and 
arrangements should be made to meet them.. 

In sharp contrast to the not too 
unsatisfactory achievements in respect of 
water and electricity, there is the dismal 
achievement of 3S per cent ol target in case 
ol sewerage. The pnncipal unsewered areas 
arc: (a) Shahjahanabad and parts of its 
extension into Paharganj and Karol Bagh. 
(b) unauthorised colonics and (c) slums. In 
the ca.se of the first two. night soil and other 
garbage is removed by hcadloads. The slum 
dwellers squat and throw garbage in open 
spaces neare.st to them. 

It is recognised in MPD-II that some of 
the policies of MPD-I were unrealistic and 
needed to be changed. The mo.st important 
policy changes recommended by it arc two; 

(i) Permission ot non-residcntial activities 
in residential premises which had been 
prohibited in MPD-I. 'The change had to be 
made because of the high prevalence of 
mixed land use not only in old Delhi hut 
also in most of the residential colonies that 
have come up since 1961. 

(ii) Significantly higher PARs than those in 
MPD-I. This change has been made keeping 
in view the high price of land in Delhi and 
the consequent prcs.surcs for adoption of 
higherFARs. Both changes have contributed, 
however, to the increase in congestion, high 
levels of pollution of water and aif. and 
shortage of basic services in OUA. 

The review fails to mention the change, 
in the role of the DDA from an organisation 
concerned primarily with formiilation, ' 
overseeing imtriementationandenforcemeni 


ofmaster plans, to one concerned primarily 
with land developmmt and constnidion of 
houses for middle and high income groups 
and tenements for the low income group 
(LIG). During the course of the two decades 
1970-90, the DDA has become the largest 
land development and construction 
organisation in India. 

There were three reasons for the 
transformation; (a) the decision of the 
government of the union territory of Delhi 
to freeze all land within Delhi to ensure land 
development and construction of housing 
according to MPD-I; fb) the acute shortage 
of housing in Delhi due to rapid growth of 
its population; and (c) the need to resettle 
tens of thousands of poor residems of slums 
and squatter colonies. 

One disturbing finding of the review of 
implemenlaiionof MPD-I is lack of progress 
in shifting of non-conforming (highly 
polluting and hazardous) industrial units 
or of markets from their old locations to 
new ones that h^ been recommended in 
MPD-I. On the contrary, new units have 


Tabij; .1. Work Paktkipation Rate of Main Workers in Delhi and Adxnninu States 

IN 1981 and 1991 


Persons 

Moles 

Females 

1981 

1991 

1981 

1991 

1981 

1991 

Delhi 

31.9.3 

3t .39 

52.47 

51..32 

6.52 

7.37 

Haryana 

28 3.3 

28 12 

48.94 

47 07 

4.69 

6.45 

Punjab 

29,t5 

29.89 

53.13 

52.74 

2.27 

4.17 

UP 

29.23 

29 74 

.30 31 

48.68 

5.40 

8.24 

Rajasthan 

30.48 

31..39 

49.92 

48.26 

9..32 

13.34 

India 

33.48 

34.19 

31.62 

50.62 

14 07 

16.48 


Simn e Registrar General and Census Commissioner (1991b; 22). 


Tabu 4- Distribution of Main Workers by Industrial Categories 1991. Deuii 



Agriculture 

Mining 

Manufac- 

Construe- 

Trade and 

Transport 

Other 

Total 


and Allied 

and 

lunng and 

lion 

Coimncrce 

and Com- 

Services 



lndu.stncs 

Ouarrvine 

PriK’cssing 



municutions 




(Mil) 

(IV) 

(V a+b) 

(VI) 

(VII) 

(VIII) 

(IX) 

(1(0 IX) 




(Numbers in OOO’s) 




Total 

77 

7 

7.31 

2.32 

710 

246 

965 

2968 

Rural 

46 

4 

62 

24 

37 

25 

74 

273 

Urban 

31 

.3 

667 

208 

673 

221 

891 

2676 




.'ercentages 





Total 

.3,39 

0.42 

28.64 

6 23 

21.16 

9.0 

.31.16 

too 

Rural 

32.8.3 

2.79 

20.53 

.3 88 

5..3S 

8.04 

26.58 

100 

Urban 

I..35 

0.26 

28 20 

6.39 

22.26 

9.07 

31.47 

100 


Noifjt: I Manufacturmg and Processing (categories V as-b) include household industry also. 

2 Discicpancies between numbers and percentages due probably to typographical errors. 
Smin-f. RegisIrarCeneral and Census Cotninisstonerl 1991b: 146-47) 


TABtF' 5' Distrwuthin of the Workkirce by Three Industriai. Categories. Delhi 


Categories 

1951 

1961 

1971 

1981 

1991 

2001 

(Projected) 

Manufacturing and Prot'eKsing 

17.0 

22.4 

239 

29.2 

28.6 

290 

Trade and CoinnH.‘rcu 

22.8 

19.3 

21.6 

22.3 

21.2 

22.0 

'Other Services’ 

43.7 

46.0 

37.8 

31.5 

31.2 

31.5 

Others 

16.5 

12.3 

16.7 

17.5 

16.9 

17.5 


SfmrceK Data for 19.11-81 • NCRPB 1988: 36. 
Data for 2001 • NCRPB 1988; 144. 
Dau for 1991 - As in Table 3. 


areas of the both (hiring ttw pi^iod 
of MPD-I and thereafter. The iocatioa of 
polluting industries contributes to the 
pollution of air and water. Metallic effluents 
such as mercury and nickel from industries 
such as electroplating pollute water for long 
stretches of the Yamuna, thus affecting the 
quality of drinking water available to. 
communitin located downstream of DeHii.. 
The presence of hazardous industries is an 
immediate threat to life and limb of their 
workers and those living in their neigh¬ 
bourhood. There are frequent reports of 
accidents in such industrial units causing 
deathsorinjuriestoworkersandneighboucs.. 
As mentioned earlier it has been estimated 
in MPD-II that 24.0(X) non-conforming > 
industrial units need to be shifted. 

Some of the reasons for continuation of 
the non-conforming industries in their 
present locations have been mentioned by 
Mehra in his study of Shahjahanabad 
(Mehra 1991, Chapter 4]. However, a fuller 
investigation covering the entire DUA is 





ik^ccted as a f5«t step towards preparation of 
' ': an effective pian for shifting the industries; 
U should include both financial incentives 
for, and administrative sanctions against, 
shifting. 


IV 

Implementation of Plans 

Regional Pi.an NCR 2001 

During the first five years (1989-93) of 
RP the principal activities of the NCRPB 
have been the loliowing: 

(i) preparation ol a financial plan for the 
period of the eighth five-year plan 1992-97; 

(ii) co-ordinating land development and other 
development activities within the NCR with 
the governments of the participating states 
in order to ensure that they are in accord with 
the strategy and policies of RP: and 

(iii) serving as the nodal agency for 
preparation of projects included in RP. This 
includes attracting external financial and 
technical assistance for formulation and 
implementation ot projects. 

The financial plan envisages a total 
investment of Rs 38.13 billion, its di.siribulion 
by .states and central sectors is as follows: 
.Stales' sector - Rs 19.67 billion 
Central sector - Rs 18.46 billion 
Investment in the stales' sector wilt be 
primarily for building eight 'priority town 
complexes'forinduslrial. commercial, public 
administration and residential u.scsalongside 
selected priority inwns. The complexes will 
be the growth points within the NCR to 
which a loial population of two million 
would be dellccied trom Delhi. A sum of 
Rs 2 billion has been allocated by the 
Planning Commission lor the NCRPB for 
the Eighth Plan period. It, together with 
internally generated funds of Rs 5(X) million, 
will prtivide seed money lor building iltc 
complexes. TTw remaining Iiinds areexpecicd 
to be provided by public fiiianci:il tasiitiii ions 
such as the Housing and Urban Development 
Corporation (HUDCO), I (ml Trust of India 
(UTI). the Lite Insurance Corporation (LiC) 
andlheGcncralliisurunccCorporation (GIC), 
the state governmenis. the private sector and 
bilateral and multilateral atd agencies. 
Investment by the state governments will 
mutch the loans ailvanced to them by the 
NCRPB. TTic financial plan states, 

Tlie townships to he developed should he 
centred amund core economic activities in 
the manuluciunng. commercial or public 
administrative sectors Indusiiies. markets 
andofficeiomplcxcs would he shilled fioin 
Delhi as part of the overall dispersal siraieg). 
or el.se developed as green-field pioie,. Is ol 
the stuic/central governments. Higher ordei 
social faciliiicsofregional or national impor¬ 
tance suchased ucutional/mcdieal/engmccr- 
ing institutions, universities, hospitals, spoi is 
complexes, tourist centres may also be amone 
the aclivitics lo he promoted in these 
townships (NCRPB IW2. ii:,^-41. 


Investment in the central sector wilt be 
primarily for expansion/improvement of 
regional infrastructure such as construction 
of expressways, broadening and improve- 


mni oftberailway (^li^eonvetiiaitltOT 
ftietre gouge tobroaii gatigband single track 
to double track and expansion/improvement 
of telecommunication facilities. 


Table 6' DMA and Priority TownsCities: Growth of Pofolation. 1971-91 and Populations 
Assioneo in Reoional Plan (NCR) for 2(X)t 

(Pnpulatum finuret in 000'$) 


Town/Ciiy _ Population _ Growth Rales (Per (Pent) 


1 

1971 

2 

1981 

3 

1991 

4 

2001 

(Assigned) 

5 

1971-81 

6 

1981-91 

7 

1991-2001 

8 

UP 

DMA lowns/eities 

Ghaziabad-Loni 

128 

287 

.S20 

1100* 

124.9 

81.9 

Il2.t) 

NOIDA 


— 

167 

5.50 

— 

— 

229 0 

Prtonly towns 

Meerut 

373 

.S.37 

847 

1.5.50* 

44.3 

.57.7 

83.0 

Hapur 

72 

103 

147 

4.50* 

44.3 

42.7 

169.0 

Buiandshahr 

S9 

103 

127 

500* 

73.8 

23.3 

293.7 

Khuria 

.SO 

67 

80 

.300* 

33,6 

19.4 

275.0 

Haryima 

DMA towns/cities 

Bahadurgarh 

26 

38 

.S7 

200* 

45.2 

52.0 

2.50.9 

Faridabad-Ballubhgarh 123 

331 

614 

1000 

169.4 

85,5 

62,9 

Gurgaon 

.S8 

101 

1.3.S 

700* 

76.5 

34.6 ■ 

418.5 

Kundli 

— 

— 

— 

1.50* 

— 

— 

— 

Priority lowns/eities 

Rohuk 

I2.S 

167 

216 

.500* 

33 7 

29..'r 

131.5 

Panipai 

88 

1,18 

191 

.5(8)* 

56.8 

38.4 

161.7 

Palwal 

36 

47 

,S9 

300* 

.30 7 

25.5 

408.4 

Kewan 

44 

.S2 

75 

110 

17.5 

46.8 

467 

Dharu Hedu 

— 

— 

II 

75 



552.2 

Riijaillum 

Priority towns 

Alwar 

1(8) 

I4,S 

211 

.500 

45 3 

45.5 

1.37 0 

Dhiwadi 



15 

115 

— 

— 

666.7 


Niiie.s — Thc.se lowns/cilics did not exist in these years. 

* The assigned populations are considered too high lor these towns/cities. 
Sourirs Figures lor 1971. 1981 and 1991 Censuses ot India. 1971. 1981 and 1991. 
Figures lor 2(8)1 Regional Plan - 2(8)1 NCR. 137 and 139 


Tari I 7- 


Type of 

1970-71 

1980-81 

1990 Total Increase 

Dwelling thill 



1970-71 to 1990 


Periiurieiii 

I L.ind developincnl hy DDA 
I) Individual housing on regular 


plots (HIG) 

58945 

82.378 

149871 

90926 

III Co-o|vrjtivc housing (IIIG and MIGl 


1000 

2(I0(X) 

19(88) 

III) Fmployer housing (IIIG lo LIGl 

II Consiruetion by DDA 

51598 

72119 

<H888) 

384(8) 

I) Group housing (EW.S to MIG) 

.5608 

65867 

18(888) 

174.39 

11 ) Rescllleincnl colony units lEW.Si 
ill No participalion by DDA 

34952 

197684 

237000 

202048 

1 ) Traditional housing (MIG to UG) 

744(8) 

876060 

84(88) 

9600 

III I'nauihnrised housing (MIC and LIGi 

59154 

143970 

25.5(88) 

195846 

,Suh-Toial 

294134 

6.57189 

1035871 

741737 

Seim periiianeni 



' 


1 ) Tradilional ueclared slum house' 





tF.WSand LICi 

49600 

52440 

56(88) 

6400 

III Unauthorised hou.ses 





(r.WS.ind ' IGi 

19718 

47990 

8.5000 

^.5282 

Sub-Total 

69718 

100430 

141(88) 

71282 

Temporary 





Squuuer 

62594 

98709 

240000 

177406 

Toial 

426046 

8.56328 

1416871 

990825 


S'oif Categories of hencliciaries are mentioned in brackets. 

S.’ll 111 -. P.iper prepared hy the 1)0 A for presentation at the Third Inlemaiionai Housing Trainiilig 
SeiMina^ - March 14-26.1991. Nagoya, Japan, 33. 
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Economic iuM 




fWiaianwiioinil^ 

fiirlnipNneiiijt(k>nor«mworifaepi^^ 
The NCRPB will setup adaptive rmaneial 
institution called the National Capital 
Region Development Finance Corporation 
(NCRDFC) under the Companies Act, 
1956. This institution will act as the apex 
authority to raise additional resources 
through market borrowing and loans from 
various public financial institutions. It may 
also invite equity support from 
participating states and their agencies. It 
will thus be the nodal financial institution 
for the large-scale town development 
projects envisaged in the NCR investment 
programme... 

Furthermore, the NCRPB will promote joint 
stock companies for development of the 
new townships. Fifty-one per cent of the 
equity in the companies would be by the 
participating .stales, the NCRPB and the 
public financial insiiiulions; while the 
remaining 49 per cent may be left for 
private sector investment. A certain portion 
of the share capital would be reserved for 
those whose lands are acquired for 
development of such projects. 

Each participating state government may 
create a revolving fund with the seed money 
provided by the board (through NCRDFC) 
and the respective stales, on a mulching 
basis, for developing the new town.ships 
The surpluses generated by the projects 
should be credited into this fund for further 
development [based on information in 
NCRPB 1992. ii:5-6J. 

Details of progress in building the priority 
town complexes as also of (he role of (he 
NCRPB in co-ordinating various develop¬ 
ments by the participating governments 
and serving as a nodal agency for attracting 
external assistance arc given in (he 
appendix. It may he mentioned that the 
development of priority town complexes 
is most advanced in Bhiwadi and Aiwar 
(Maisya Industrial Area) in Rajasthan, 
Panipat in Haryana and Meerut in UP. The 
two Rajasthan complexes are being 
develop^ for the location ol new indus¬ 
tries, while Meerut and Panipat will begin 
with shifting established industries from 
their pre.sent congested locations within 
the cities to industrial estates developed 
outside them. 


.■.awnaBTWRr; ■ ' 

The stated strategy of RP is to allow 
limited growth of population in the DMA 
towns and to divert the growth principally 
to the priority towns. The strategy is aimed 
at achieving balanced development of the 
NCR and reducing pressures on the 
infrastructure and natural resources, 
particularly water, of the DMA. The strategy 
is not rcllected. however, in the populations 
assigned in RP for various towns for 2001. 
The figures for this year, given in Table 6. 
indicate that all the DMA and priority towns', 
except Fandabad-Ballabhgarh and Meerut, 
would experience rapid growth during the 
1990s. Such growth is envisaged for both 
new industrial-residential townships, such 
as Dharu Heda in Haryana and Bhiwadi in 
Rajasthan, and for old towns, such as Pal wal 
and Rewari in Haryana and Khurja in UP. 
which experienced slow growth during the 
previous decades. This author is of the view 
that the populations assigned fur 2001 arc 
too high for two-thirds (11 out of 17) of the 
DMA and priority towns. The shortfalls 
would be particularly large in Pal wal. Rewari 
and Khurja. This is because most of the 
projects relating to building of priority town 
complexes and expansion/improvement of 
regional infr.'istructurc arc still being 
prepared. Aftcrthcir preparation, there would 
be gestation periods of two to four years 
during which the projects would bccvaluatcd, 
revised, approved and allocated (he finance 
and manpower needed for implementation. 
The institutional structures needed for 
implementation of the projects would also 
be built during this period. Consequently, 
most of the projects would begin to be 
implemented only during the latter part of 
the 1990s. Building of priority town 


comptextmiwHwinuscicxaeopnontytwMq^ 

which is the principal project forshiRingpjf 
industrial ar^ commercial activities frtmr 
Dclhi.couldexteodwcli into the next decadp, 
2001-2011. The effects of the projects in; 
terms of growth of economic activities and 
population would also be felt in this decade 
or later. 

This is the principal reason for the 
recommendation made in Section VII thtd 
the period of RP should he extended by 11 
years to 2012. If this recommendation i* 
accepted, the NCRPB should prepare, in 
collaboration with the govemmems of the 
participating states, projections of growthof 
population, workforce and its distribution 
by industrial categories to 2011. It should 
prepare also new projects or second phases 
of earlier projects to meet the demancB 
generated by the growth of economic 
activities and ot population during 2001* 
2012. 

Implemuntation tJF Secono MAsrea 
Plan of Deijii (MPD-II) 

The nine-year period between the 
termination of MPD-I and beginning of 
MPD-II was devoted by the DDA to land 
development and construction of housing, 
mainly for MIG, and development of 
resettlement colonics for the LIG and EWS 
who were living in slums. Thc.se activities 
have continued under MPD-li. But white the 
DDA hadcarticrdcvclopcd ncighbourhtxxls 
of limited size at various locations within 
DUA, in recent years It has developed sixcabic 
townships which provide housing, shopping 
and other facilities for tens of thousands of 
residents. Theprincipul townships arc Roltini 
in nonh Delhi, Patparganj in cast Delhi, 
Vasant Kunj in south Delhi and the planned 


Table 8B- Incbeasb in Registeked Moitm Vehicles in Fouii MEt.AcmES - 1984-1989 

(Nmiif/erii) OOG's) 


Year (a.s on March 11) 

1984 

1985 

1986 

1987 

1988 

1989 

Bombay 

404.1 

411 8 

480 

524 

5S7 1 

.588.2 

Calcuiia 

28.1.9 

285.9 

.121 

151 

.1%.6 

424.4 

Delhi 

7.S0 1 

841.1 

961 

1112 

1284.2 

1465.6 

Madra.s 

1.18.8 

201.0 

288 

171 

4198 

465.0 


Sourre: Motor Tmiupoit Statistics of India 1987-88 to 1988-89, Ministry ufTrunsport. 


Tabu 8A; Reoisteked Motor Vehicles in Pour Meoacities as on March .11, 1989 


{Number in (IGO's) 


Three 

Wheelers 


Year 

Ail 

Vehicles 

Two 

Wheelers 

Passenger 

Goods 

Cars 

Jeeps 

Taxis 

Buses 

Tracks 

Tractors 

Trailers 

Others 

City 

Bombay 

588 

222 

25 

15 

236 

13 

34 

7 

13 

1 


2 

Caicuila 

424 

168 

1 

13 

170 

(A) 

17 

12 

12 

4 

- 

5 

Delhi 

1466 

1009 

55 

fB) 

293 

(A) 

9 

17 

81 

- 

0.4 

- 

Madras 

486 

339 

6 

1 

107 

0.3 

7 

2 

17 

- 


OH 


Nine: (A) Included in cars 

(1^ Included in tracks 

Smre: Motor Thnspon StaliMict of India -1987-88 and 1988-89. 



. township of Dwarka in west Delhi. As a 
result of the DDA's pretKcupation with land 
development and housing, enforcement of 
(he plan has been relegated to the background. 
Oh the other hand, the construction 
programme has enabled the DDA to make 
a major contribution to land development 
and construction of housing lor the rapidly 
Increasing population of DUA. During the 
two decades 1970/71-1990 the housing 
stock of Delhi increased by almost one 
million. Of this total. 75 per cent consisted 
of permanent dwelling units and the 
remaining 25 per cent were semt-permanent 
and temporary units which can also be called 
slum units. The DDA contnbuled 64 per 
cent or nearly two-thirds of the permanent 
dwelling units. Dctai is of the type of dwelling 
units, the contribution of the DDA to their 
addition and their benctlciaries arc given in 
Table 7. 

It may be added that; (a) the real 
beneficiaries of many programmes have 
higher incomes than those indicated in the 
table; (b)dcspite the large scale of its housing 
activities, the DDA has made no attempt to 
modernise construction techniques; (c) the 
allottees of flats or tenements built by the 
DDA have to spend considerable amounts 
of money to make them suitable for living; 
and (d) there is little room in the Hats or 
tenements for increasing living space for 
meeting the needs of increase in si/c of the 
family. 

The DDA constructed a total of 2.35.(XX) 
dwelling units for the low income gmups 
in its various resettlement colonies. The 
number of units completed was the highest 
during 1971-81 and within it during the 
three yearsofthecmergcncy. 1975-77. when 
tens of thousands of stum dwellers 'were 
evicted from their slum dwellings and 
resettled in colonies developed for them. 
The rate ol resettlement has been slower 
after this period for three reasons; 

(i) change in prionty in national planning 
Irom slum clearance and rc.setllemcni to 
slum improvement; 

(ii) the memory of the unpica.sant and 
disruptive experience of slum clearance and 
rcscitlcmcnt during thcemergency. it should 
be mentioned that much force was used to 
evict and rc.scttic the slum dwellers in the 
colonies built for them. Not enough attention 
was paid to the genuine difficulties ol those 
being resettled. The resettlement colonics 
were located at long distances from their 
former places of living and work. Access 
roads from the colonics to the city and bus 
and other transport .services also were not 
developed. Furthermore, physical and social 
infrastructure within the colonies was also 
underdeveloped. As a result, they had to face 
much difficulty in day-to-day living and in 
travelling from their homes to their jobs, 
(tii) intluencc of vested interests (slum 
lords, underworld dons and others) who 


are interested in continuation and 
proliferation of slums. The slum dwellers 
provide tidy, steady income to the slum 
lords. For the underworld.dons. the slums 
constitute safe havens for illegal activities. 
For politicians, the slum dwellers are vote 
banks. Many slum dwellers themselves 
contribute to expansion of their slums by 
increasing the size of their huts or building 
new ones. Thus, they would rent out a part 
of their hut to a migrant or another person 
who is in need and use the cash and other 
savings to add to thei r dwcl I ing or construct 
a new one next to it. 

Freezing of land within the union territory 
of Delhi has made a major contribution to 
effective implementation of MPD-I and 
MPD-II. It has enabled the DDA to acquire 
and develop large areas for housing and for 
construction of indu.strial. commercial and 
community service centres as envisaged in 
the plan. Large colonies have been developed 
by co-operative group housing societies or 
by the construction wing of the DDA itself 
which provide residential accommodation to 
tens of thousands of people of various income 
groups. Furthermore, it has enabled the DDA 
to reserve large green areas between its flats 
within the colonies and also to develop parks 
at the district level. Without it, the green 
areas would have been much smaller aiivi 
congestion and pollution within them niiich 
higher than at present. In iiiost of the colonics 
developed by commercial developers during 
the l9S0s and 1960s, the green areas are 
much smaller and roads and other circulation 
areas are narrower than in the colonies 
developed by the DDA. 

The freezing of land is not regarded by 
DDA officials as a significant factor in the 
steep increase in the prices of land in Delhi. 
The principal reasons for it according to 
them arc; (a) nsing cost of land acquisition 
and development, and (b) speculation in 
land. 


Reform of DDA 

The first major step towards structural 
reform of the DDA was taken in September 
1992 when its slum improvement and 
resettlement wing was transferred to the 
municipal corporation of Delhi (MCD). A 
decision totransfer construction of dwelling 
units on lands developed and sold by the 
DDA to co-operative group housing 
societies, private developers and individual 
owners had been taken as far back as 1987, 
but it has yet to be implemented. It is 
expected, however, that the DDA's 
construction programme will be wound 
down progressively as projects in progress 
are completed. Thcrcaftera small unit could 
continue tor some years to remove structural 
and other defects in the dwelling units built 
and sold by the DDA. 


With there changes the DDA wlif ire a 
leaner and, ho^fully, more efficient 
organisation concerned principally with 
acquisition, development and sale of land, 
and formulation and implementation 
(including enforcement) of master plans. 

It remains to be seen whether the transfer 
will be of benefit to the slum dwellers. There 
are two main reasons for the doubt. First, 
the MCD is a very large, almost unwieldy 
organisation, and since slum improvement 
and relocation of squatters would be one 
among its numerous functions, it is possible 
(hat adequate attention is not paid to it. 
Second, as two recent statements issued 4)y 
it to the press, extracts from which are given 
below, indicate, its policy on slums and 
squatters is still being evolved: 
Conferment of ownership rights on nearly 
one million residents of 2.50,000 hutments 
located in 44 colonies, which were 
established during the years of the 
Emergency (1975 to 1977), by relocation of 
slums located within the then DUA. Two- 
thirds (31) of the colonies are located in east 
and west Delhi: the rest are in various other 
locations. The hutments are built on plots 
of 25 sq yards each. The properties would 
be given on lease but can be converted into 
frec-hold by paying a fee to the MCD. MCD 
will charge the prevailing market rate for 
the conversion which would not exceed 
Rs 900 per sq yard of land that the DDA 
has been charging. It proposes to raise Rs I 
billion from the sale of the properties [The 
Times of India, June 4. 1993], 
Development of 14 special squatting zones 
located on the urban fringe, mainly in north 
and west Delhi, for resettlement of about 
1,00,000people who have moved into Delhi 
after 1990. in each zone, a plot measuring 
10 sq mt would be allotted to a household. 
MCD will provide basic services to ensure 
clean living but only 'kutcha' (mud and 
thatch or corrugated iron sheet) structures 
would be allowed to be constructed. 
Furthermore, contractors would be employed 
to collect all dues from the households. The 
object of the scheme is to release valuable 
vacant lands that are likely to be encroached 
upon by the ever-expanding unauthorised 
colonies [The Times of India, June 7,1993], 
The proposals have been sent for approval 
to the ministry of urban development. They 
could be rejected. The second proposal could 
be vigorously opposed by the slum dwellers 
for three reasons. 

(i) The squatting zones would be at long 
distances from places of work of those being 
relocated so t hsd they would have to undertake 
long, time-consuming and expensive 
journeys between their homes and places of 
work. 

(ii) Allowing construction of only kutcha 
structures, which are liable to be burnt in 
Delhi’s hot summer or suffer severedamage 
during dust for thunderstorms, on plots as 
smalk as 10 sq mi. would result only in 
dreation of planned slums. 
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(Ki) Empl^meoi df cootractbh to iwltect 
dues from t)w slum dweileOi for sdrvices 
provided by the MCD would give it the 
income projected only if then is effective 
supervision of the contractors. Otherwise, it 
would lead to exploitation of the residents, 
besides poor receipts to MCDdueto leakages. 

The only merit of the proposal is that it 
would send a signal to would-be migrants 
to Delhi that they would be treated much 
less generously than the migrants of earlier 
years have b^n treated. The long-term 
solution to the problemof squatting in Delhi, 
however, is to deflect employment from it 
to the DMA and priority town complexes 
(and sub-regional centres), as has been 
recommended in RP. This is because: 

The principal reason for migration into Delhi 
in the last three decades is rapid increase 
in employment in new industries, especially 
small-scale, and expansion of trade and 
commerce. Employment’ and ‘family 
movement’ accounted for 73 per cent of all 
the migrants in IV8I from the five adjoining 
states (NCRPB 1988, 1:15], 

VI 

Prospect for 1991>2001 

The principal features of the prospect for 
the decade 1991-2001 can be summarised 
as follows: 

(i) Growth of population. 

The total population of the DUA would 
not be much less than the 13.2 million 
projected by the NCRPB; it could even 
exceed the figure and reach 14 million since 
most of the villages, which are semi-urban 
already, could be reclassified asurban. Many 
of them would become part of the DUA as 
a result of its rapid spatial expansion. The 
principal reason for not expecting any 
detiection of the population to the DMA and 
priority towns is that most of the projects 
for achieving the deflection would bear fruit 
only during the decade 2(X)I-20I I. 

(ii) Delhi will remain a major industrial 
centre. 

’The proportion of its workforce engaged 
in manufacturing industries would not only 
not decrease but could increase. The principal 
reason for this is that the government of the 
union territory which was elected in 
December 1993 is not interested in shifting 
industries from Delhi to the priority towns/ 
cities in the NCR. On the contrary, it is 
interested in encouraging further growth of 
industries and relaxing anti-pollution control 
over them. 

(iii) hpUferation cfslums and unauthorised 
colonies. 

Because of continuing increase in jobs in 
the industrial and service sectors, laig^scai# 
migntiofl iiM Delhi will continue, with 
most Oif the migrants being poor. 


Furthermore, the government of the union 
territory has promised to provide all 
slumdwellers with electricity connections 
and to regularise all the unauthorised 
colonies, numbering about 600, which had 
existed on March 31, 1993 [77ie Times of 
India. December 14, 1993, pp I, 13]. 

(iv) Pollution of air and water and traffic 
congestion. 

Pollution will worsen greatly because of; 
(a) continuing growth of manufacturing 
industries, and (b) rapid increase in the 
number of motor vehicles: “According to 
surveys conducted by the Central Pollution 
Control Board and the Indian Institute of 
Petroleum, Delhi tops in pollution among 
the five metropolitan cities; it is followed 
by Bombay, Bangalore, Calcutta and 
Ahmedabad in that order. Motor vehicles 
discharge 870 tonnes of pollutant in Delhi 
compared with SSO tonnes in Bombay and 
between 245 and 255 tonnes in Calcutta, 
Bangalore and Ahmedabad" {The Times of 
India, September 13. 1993; Capital IJ. 

The principal emissions are carbon 
monoxide, hydrocarbon5.oxides of nitrogen 
and lead compounds which are injurious to 
the health of both human beings and animals. 
Emissions from motor vehicles contributed 
50 to W per cent of tlm air pollution. The 


number of motor vehicles, 70 per cent of 
which are two - and three-wheelers, increased 
three-and-a-half times during the seven years 
1984-89 (Table 8), and the rate of annual 
increase may be expected to be similar during 
the decade 1991-2001. The increase in 
pollution would lead to rapid increase in the 
incidence of respiratory diseases, such as 
a.sthma, among children. 

Construction of a mass road transport 
system (MRTS) could reduce growth in the 
number of vehicles. But the cost of the 
system estimated at Rs 90 billion according 
to the latest study conducted by RITES, is 
so high that a central government which is 
committed to reducing budgetary deficits, 
would not flnance it. It would involve massive 
investment and the rate of return on it would 
probably be negative because of (he need 
for subsidising its operation. Fares for travel 
on the system would need to be kept low 
because most of the travellers would belong 
to low and medium income groups. 

(v) Increase in shortage of water and 
electricity. 

The present shortages will worsen unless 
supplies are increased adequately and in 
time to meet increasing demands. ’The 
shortage of water could be overcome by 
obtaining larger supplies from UP. Haryana 
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'!jfind I’unjab. To overcome the shortage of 
«lectricity, facilities for generation. 
. transmission and disirihuiion will need to 
be greatly ex panded. The central government 
could be expected to finance projects for 
expansion of water supplies, but those 
relating to electricity would need to be 
financed largely through market borrowing 
by the Delhi Electricity Supply Undertaking 
(DESU). which is proposed to be privatised. 
It may be added that as a result ol |x>ur 
operational and financial management, which 
includes large-scale pilferage of ctecincily. 
pour maintenanceof facilities, low electricity 
rales and lack of a proper system of 
accounting. DE.SU incurs large losses every 
year in its operation A number of steps are 
being taken to reduce the losses and make 
the undertaking financially viaolc bclore it 
IS privatised. 

(vi) Rihhon development along roads. 

Particularly the Dcihi-Curgaon-Dharu 
Hcda and Dclhi-Faridabad roads could be 
completely lined with housing colonics, small 
and medium si^cd industrial units, repair 
'.liups and storage tacilitics of companies 
based in Delhi and housing colonics. The 
DcIhi-Gha/iabud-Meerul road is lined 
already and construction of a six-lane 
expressway todi vert tralllc from it is included 
in the transport component of RP. 

VII 

Recommendations 

These recommendations arc aimed at 
making planning for Delhi and the NCR 
more effective. They focus, therefore, on 
improving the planning functions of the 
DDA and the NCRPB and strengthening co¬ 
ordination between them. They begin with 
the DDA. whose original functions ol 
formulation and overseeing implementation 
of long-term development plans for Delhi 
have become marginal to its main activity 
of land development and construction ot 
housing for LIG and MIG and resciilcmcnt 
of slumdwellcrs. Hie two functions take, 
according to a senior official ot the DDA, 
almost all its resources of finance and 
management. Furthermore, most of iis.iop 
officials arc constantly engaged in tire 
fighting operations related to the above- 
mentioned functions. Keeping this in view, 
the author reiterates 1 he proposal for dt v i sion 
of the DDA into the following three 
autonomous or semi-auionomous agencies: 

(i) Delhi land development and housing 
board. 

(ii) Delhi board of slums and squatter 
colonies, and 

(iii) Delhi planning authority. 

(i) Delhi land development and housing 
iuHird. 

The board should have responsibility for 
land development and construction of Hats 


for the middle income ghiupl Conilnmioh 
of house.s/nats for people of the high income 
group on land developed by the DDA should 
be left to co-operati ve group houstng societies 
(CGHS) or to individuals. The board should 
have a strong consultancy organisation in 
order to improve quality and reduce costs 
of land development and construction. These 
will greatly reduce the tnnumeruble 
complaints by purchashers of the Hats built 
by the DDA alxiut their poorquality including 
structural delects. Furthermore, keeping in 
view Delhi's climate, especially its long hot 
summers and familial and social life of the 
residents, it should keep even larger green 
spaces between buildings than it does at 
present 

(ii) Delhi hoard for slums and squatter 
colonies 

The board should have three main 
functions: 

(a) improvement of slums and squatter 
colonies which have acceptable locations by 
improving sanitation in them and providing 
essential physical and social infrastructure 
(access roads, liltered water, surface drains, 
electricity, primary .schixils. health centres, 
etc). The layout of the colonics .should al.so 
be modified to the extent possible within the 
constraint ot their present location. 
Confirmation ol secure tenure on the 
residenis/owners would provide them a 
strong incentive tor self-hclpinimpmvcmeni 
of the dwellings 

(b) shifting residents ol slums and .squatter 
colonics that have unacceptable hKations, 
such as along pavements of roads', lands 
reserved lor location of public lacililies - 
educational institutions, health cent res, parks 
or other recreation facilities - or poorly 
drained lands, which arc liable to llotHls 
during the monsoon and have pools of 
stagnant water through most of the year. The 
rc.sctticment colonics .should be as close as 
possible to the former dwellings of the 
residents so that they face minimum 
dislocation in their lives and do not have to 
travel long distances between their new 
homes and places of work. 

(c) providing site-and-service and core 
housing to the people who are being 
resettled. The cost of land development 
and providing core housing would 
undoubtedly need to be subsidised, but 
emphasis should be on self-help by (he 
residents. The resettlement colonics should 
be properly laid out uiid provided with 
basic service facilities. Individual plots 
within them should nut be smaller than the 
present approximate 21 sq mt for those 
who can can pay a part of the costs of land 
development and construction of core 
housing. It may be added that their number 
would not be small since the costs would 
have to be paid in instalments extending 
over a period qf 15-20 years. 


- Both the lAidDtfvcIopnHjlMandHdusbtg' 
Board and the Board for Slum and Squatter 
Colonies should establish Mrong relation¬ 
ships with public financial institutions such 
as the Housing and Urban Development 
Corporation (HUDCO), the Life Insurance 
Corporation(LIC)andthcGeiierallnsurance 
Corporation (GIC) in order to rai.se funds 
for (heir land development and construction 
programmes. They should also establish 
appropriate relationships with carefully 
selected non-governmental organisations 
(NGOs) in order to obtain theirco-operation 
in resettlement of rc.sidcnts of slums and 
squatter colonics. The NGOs can play a 
valuable role also in maximising self-help 
by the residents of resettlement colonies, 
promoting self-management of the colonies, 
and undertaking community development 
programmes. 

(iii) Delhi planning authority. 

The authority should concentrate on 
formulation, overseeing implementation of 
development plans and making periodic 
adjustments in them in the light of changing 
conditions. The concentration will avoid 
repetition of the hiatus of almost a decade 
between the termination of MPD-I and 
beginning of MPD-II. During the currency 
ot the latter, it should have three principal 
functions: 

(a) ensuring that deviations from or 
violation of the plan, including those by 
MCD, the government of the union territory 
of Delhi or of the central government are 
minimal; 

(b) ensuring that projects for expansion/ 
improvement of physical and social 
infrastructure arc prepared by the concerned 
authorities well in time for implementation 
within the plan period. This will provide 
adequate time for approval and stait of the 
projects and minimi.se shortfalls between 
needs and achievements: and 

(c) ensuring that work on formulation of the 
Third Master Plan for Delhi (MPD-III) begins 
three years before termination of MPD-ll so 
that it is ready for implementation, after 
making the changes needed in it to meet 
objections of the puMic and suggestions 
from the approving and financing agencies. 

Finally, the DDA should include in both 
MPD-fi and MPD-III provisions for 
reserving adequate and well-located lands 
for constniction of site-and-service and core 
housing for the urban poor. This is essential 
to reduce the mushrooming of slums and 
squatter colonies as a result of influx of tens 
of thousands of poor migrants igito Delhi. 

Four other organisational reforms are 
wonhy of serious consideraiirm by the central 
govemmentand ihegovemmentofthe union 
territory of Delhi. These relate to: 

(i) Decentralisation of the MCD: 

(ii) (Tonstiiutton of a strong ar^ effective 
anti-pollution board: 


(ill) AWoitomy 1^ ^ 

SeWragc Bitard (DWSB), and 
(iv) liiipicmeniation of ihe decision to 
privatise the Delhi Electricity Supply 
Undertaking (DESU). 

(i) Deceniralisaiwn of the MCD. 

The MCD docs not have the management 
resources to provide efficiently essential 
services to a metropolis with a population 
of more than 9 million and which stretches 
by long distances in all directions. As a 
result, there is much inefficiency and 
corruption in all its departments. Its function 
of assessment' and collection of taxes, of 
which property tax is by far the most 
important, has already been decentralised to 
some extent: <t is performed by zonal offices 
of Ihe MCD. However, the juri.sdiction of 
individual zonal oflice is too I urge and should 
be reduced by increasing the number of 
offices. A time-bound programme should be 
drawn up for decentralising delivery of 
essential services by the zonal olTices. In 
residential colonics, industrial estates and 
markets where there arc welfare associations 
of rcsidcnts/industrialists/incrchants. their 
active co-operation should be obtained for 
delivery of services as well as in assc.s.smenl 
and collection of taxes. Their co-operation 
would lighten the burden of the MCD 
olficials and incrca.se efficiency in delivery 
of services. Teams of high level officials ' 
should be constituted to advise and audit to 
check leakages of revenues by 
mismanagement or by collusion between 
officials of the MCD and office-bearers of 
the associations. Details of the proposal 
should be worked out by a team of MCD 
olficialsi^and selected representatives of 
welfare associations. 

(ii) Anti-pollution hoard. 

References have been made in earlier 
sections to the very high and rapidly 
increasing levels of air and water pollution 
in Delhi. However, apart from some 
•symbolic gestures, such as measuring the 
level of pollution in exhausts of private 
cars, taxis and two- or three-wheelers, no 
action has been taken in this area Similarly, 
apart from treatment of a larger proportion 
of the sewerage flowing into the Yamuna, 
little progress has been made in reducing 
water pollution. Effective measures to 
counter the ongoing and foreseeable futu re 
trends can only be undertaken by a strong 
anti-pollution board. The board should have 
the support of both the central government 
and the government of the union territory 
of Delhi so that it can resist strong pressures 
against anti-pollution measures to be 
undertaken by it. The pressures wouldcome 
from associations of dealers of motor 
vehicles; owners/managers of poiiutin| 
Industries, chambers of coihmerce and 
industry, and simitar bodies. 


Iti Older (b reduce poOu^bn of ;^dr die 
board must insist on relocatioh' of non- 
conforming industries and complete 
treatment of Ihe sewerage being discharged 
imo the Yamuna within a specified time 
period. The project for clean-up of the 
Yamuna, which torms part of the Ganga 
clean-up project, should be expedited. It 
may be added that the Yamuna is considered 
to Iw the most polluted river in the country. 

For reducing air pollution. Delhi should 
have a mass transit system (M RTS) supported 
by a largely privaii.scd and cfficienily 
operated bu.s service. Since con.siruclion of 
the MRTC cannot be I inanced by the central 
government, it should be built and operated 
by a private company. The government will 
need, however, to subsidise its operation 
because fares on it have to be kept low 
c> iough to be within reach of the commuters, 
mo.st of whom would he of the low income 
group. 

(iii) Delhi water and sewerafte hoard 
(DWSB). 

The hoard should not remain under control 
of the MCD but should he mode autonomous. 
The change in stiUu.s will allow the board 
to concentrate its attention on improving 
efficiency and effecting economy in its 
operation, it would also have greater I rccdom 
in adjustment of rates tor the services 
provided by it. The rates would not be 
economic because of the need for rendering 
services to the poor residents of DUA at 
subsidised rates However, the level of 
subsidy could be reduced by suitable 
increases m ratc.s for consumers of the high 
income group and for commercial and 
industrial users. 

(iv) Privatination of DKSU. 

The central government has already 
decided to privatise DESU as a possible 
solution to Delhi's chronic problem of 
shortage of power, particularly in the 
summer, when there arc frequent and 
prolonged power cuts. The experiences of 
other cities such as Bombay and Ahmcdabad 
indicated that private companies arc better 
equipped to supply electricity to mcgacitics 
than are public enterprises. The NCRPB has 
recommended three rnca.surcs to reduce the 
power deficit; 

(a) incrca,sc in tariff: 

(b>deterpcra charges formisu.se and piitcrage: 
and 

(c) large allocation of power from the central 
reserve of the northern grid to Delhi and to 
the DMA and priority towns in the NCR. 

To reduce the shortage of water in Delhi 
and the NCR. the board has recommended 
expeditious execution of projects. It has also 
recommended that an agreement on shanng 
of Yamuna wMcr among Delhi. Haryana and 
VP be finalised I The. Times of India. July I. 
1993, Capital 2|. 
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There is urgent need for a well-designed - 
urban renewal programme for Shahjahanabad 
and its extensions to Pnharganj and 
Karolbagh. The programme for:, 
Shahjahanabad should have three principal, 
components; 

(a) Renovation of buildings and streets of 
historical and cultural importance. 

The buildings would include residences 
'of eminent Urdu poets such as Mirza Ghalib, 
Haali and Zauk and 'havclis' (palaces) of 
nobles which can he restored lothicirortginal 
form without excessive cost. The .streets 
would include Chandni Chowk and ‘katra.s‘ 
which specialise m production and sale of 
traditional artistic handicrafts of Delhi such 
as jewellery, fine silk. Van’ work and ivory 
work. The original facades of the renovated 
buildings and layout of the .streets should 
be maintained as much as possible. In case 
of Chandni Chowk. in particular, the 
pedestrian arcades on both sides of the street 
should be renovated .ind the central canal 
with fountains playing in it should be 
restored. Most of the katrus should be made 
exclusive pcdc.strian streets, as is done in old 
sections of many medieval European cities. 
This will add to (heir chann and reduce 
congestion and pollution in them. The need . 
for transport of giwxls produced in them 
could be met by non-moiori.scd vehicles 
such as bicycle rickshaws. 

(h) Removal of nun-conforming (highly 
polluting and hazardous) industries and 
congested markets to mure suiiahic liKatiims. 

The non-conforming industries should be 
shifted to various rural locations within the 
NCR. but mo.st of tlic markets can be shifiud 
to suitable locations on the periphery of the 
DUA it.sclf or at some distance from it. Thus, 
the markets forclcctrical goods and bicycles, 
l(K-atcd within .Shahjahanabad at present, 
could be shifted to one or more appropriate 
locations on the periphery of DUA. The 
most suitable location for the market for 
meat and poultry products would, however, 
be the new town of Kundli. which is going 
to have a large market lorfruit and vegetables. 
The new locations should be selected by 
associations of traders or industrial 
entrepreneurs themselves, which will reduce 
resistance to the relocations. But both fiscal 
incentives and adminstrati vc .sanctions would 
be needed to overcome the remaining 
resistance. After the relocations it will be 
possible to impros'c access to and circulation 
within the areas by widening of roads arid 
streets. Furthermore, the relocated 
entrepreneurs and imdcrs can expand and 
diversify their operations in ihc new 
locations. Thus, traders in bicycles could ^ 
add trading in scooters, mopeds and rooior 
cycles. The areas vacated by shifting non- 
conforming industries or markets should 



lijitiscd for bousing of workers in ihc 
remaining commercial and handicraft 
establishments, for parking of motor vehicles 
Of lor rccication. 

tel Provision of sewerage in Ihc unsewered 
arca.s. 

The urban renewal programme for 
Pahargunj and Karolhagh should he designed 
so u.s to iTieci their parlicular needs and 
■ problems. The lew buildings of some 
historical mipori.ince, such as ihe Tibhia 
college in Karolbagh should be rcsiorcil to 
Iheir original lorm. However. Ihc principal 
emphasis in these areas should be on 
relocation ol non-conldrniing industries and 
congcsicd markets. The are.is v .icaied by the 
icloeaied industries and m.irkcis should he 
used loi parks .aid widening ol ro.ids lo 
improve die eirculaiK'ti ol vehicles A lew 
high-rise bu.:j.iigs could be .illowcd lo he 
built to provide hou.sing lor those who were 
living earlier in conge.stcd. decaying single 
Morey siruclurcs. A suitable p.ick.ige 
consisting of both financial incentiscs and 
adminisir.ilive sanclions would need to be 
evolved lo elleci ihc leloc.iimns. 

An imaginatively designed iirhan renew .il 
prograr..lie would prevent emergence ol the 
'decaying ecntral ciiy syndrome' which has 
appeared in many American cilies 
Shahjahiimihad. in particular, could become 
an attractive pi.ice lo live lor alllueni and 
middle-income rcsidenis. and lor visiis by 
Indian and Icreign lourisis 

Appendix 

Dcvciopmeni of Indusirial and/or 
Commercial Complexes alongside Priority 
or DMA Towns 

Phiokm'y Tows's/Comii.i xi,s 
kdjasiluin 
I A. var 

Alw.i IS an old city located about 160 km 
.south ol Delhi II was ihc capital ol a small 
princely state of the same name bclore 
accession oi the siaic to India. It is now .1 
district headquarters besides being a market 
town for us surrounding villages. Its 
population inerea.sed by about 45 per cent 
in each ot the two decades 1071-81 and 
1981-91. But much a taster growth ol 137 
per eenl is expected during the eurrcni decade 
because ofthoM.iisyalndusinalArcas(MI A) 
located along ihc Alwar-Delhi road about 
two km fiom Al war city. The mulii-indusiry 
complex with a large number of mcdium- 
and largc-sc.ilc industries for Ihc rcgiun.il 
(Delhi. Haryana, northern Rajasthan and 
soulh-wcsicrn UP) markets is coming up 
rapidly Wuh ihc investment proposals that 
the Rajasthan Industrial Investment 
Corpoialion (RIICO) has received, a total 
of .30.0(8)jobs would be created in the MIA 
The numtK ‘1 would be doubled to 60.(88) 


even on a conservative t^tin^c! bf cme 
industrial job triggering one service sector 
job. Further assuming live members per 
worker household, an additional population 
of 3t8).0(X) can be expected. 

Raja.\ (lion-Haryana 
2 Bhiwadi-Dharu Hera 

Multi-industry complexes, already 
established in both townships, arc growing 
rapidly 11icy had a poputaiion of 26.(88) in 
1991 which IS projected to increase to 
approximately 1.90.000 by 2001 (Table 6). 
The long-term (beyond 2(8)1) projection ot 
population is 4.S0,(XX) (Bhiwudi 30,(8)0. 
Daru Hera l.50.(X)0). There is healthy 
compelilion between the governments of the 
two states in development of Ihc complexes. 
Bhiwadi IS being promoted by RIICO. which 
has c.siablishcd a single window laciliiy lor 
entrepreneurs wishing 10 establish indusinul 
units in it. In Dharu Mcru, Ihc indusiri.ilists 
had to make their own unrangements lor land 
.isquisiiion and development, loans, permits 
lor supplies ol inputs, etc. until u'cenlly, bin 
ihcv are now being actively assisicd by llic 
department of industries .ind (rihcr agencies 
it Ihc Haiyan.i govcrnmciii. 

The .idsaniages ol Ihe complexes are ( 1 ) 
hKalion about 60 km Irom Delhi along 01 
near (he national highway which connects 
Delhi with Jaipur, lii) level, well-ilramed 
land which can be developed wiilunit 
excessive sosl. (in) adequate supplies ol 
cIcclric'ilY and water ol good quality: and 
(IV) hide |u)lluli:>n Since most of the 
industries are iion-polluling. a serious 
pollution problem is noi expeclcd. 

Principal necils are in Educational and 
medical liic'litic-- ii'.cluding a college and a 
district level hospiiai (ii) efficient 
tclccoinmunicai ions. ( III ) lower cost facitnics 
for transpoit ol goods, by rail and road; and 
(IV) expansion of housing in step with Ihc 
increa.sc in populaiion. Because of shortage 
of housing and ol appropriate educational 
or health care facilities, most ol the ow ners/ 
munugers, other prolcssion.ils and a large 
profxrrtion of the skilled workers in Ihc 
industrial units live 111 Delhi and commute 
10 the townships Irom the city A proportion 
of the unskilled workers come from 
neighbouring villages bui most oi them arc 
migrants from other states - UP. Bihar and 
Kerala The predominance of migrant 
workers is due to the limited supply of 
labour in Ihe neighbouring villages. The 
migrants live in small nnc-room tenements, 
built by individual landlords, which arc 
crowded and lack sanitary facilities. 

Harvana 
3 Rcwari 

A stagnant low n for a long period. Rcwari 
IS showing signs of giuwth through 


mow^ntion-ni rtit Old hnisli iwmxli 
' making industry and estahiishincnl of new 
industries. Its growth will receive a stimulus 
because of its .strategic position as a junction 
station on the railway line along which goods 
traffic will flow from the southern and 
western states of India to Haryana. Punjab. 
Jammu and Kashmir and Himachal Pradoh. 
in order to overcome Ihc town's serious 
problem of shortage of water, the Haryana 
government has formulated a proposal for 
obtaining water for it from the Jawaharlal 
Nehru canal, which is expected to be 
operational in about four years. 

4 Pniwal • 

Another small, long stagnant town with 
potential for more rapid growth alter some 
years, if an inland container depot (ICD) 
which is being proposed by the ministry of 
railways is consinictcil. Furthermore, it will 
he the starting point of the broad gauge 
railway line il .it will hy-pa.ss Delhi lo go 
west-north-west through Rewan, Rohtak and 
Panipat lo Punjab, Haryana. Jammu and 
Kashmir and Himachal Pradesh, and casi- 
nunh-cast ihiough Khurja. Bulandshahr and 
Hapur to Meerut. Mu^i^ffarnagar and 
Dehradun in UP. C onsiructioiioflhc railw.iy 
IS all impoilanl component ol Ihc Iransport 
com|xmcnl ol RP. 

5 Panipat 

A rapidly growing commcrci.il-cum- 
'.iidusiri.il city located about 80 km north of 
Delhi along the road from Amrit.sar to Delhi, 
lis populaiion which was only 88.(88) in 
1971 incrca.scd rapidly during Ihc next two 
decades to reach 1.91.(88) in 1991 Its 
economic bases arc: 

(I) manufacture ol furnishings by 
handUximsand powcrl<M>ms I'orconsumpiion 
wiihin India and for cx|)oil. and 

(li) markets in wool and agricultural 
produce. RP has assigned a population of 
5.(8).C8)0 for it in 2(8)1. This is unrcali.siic, 
however, bccau.se Ihc growth rale of Ihc 
(lopulaiion during 1991-2001 isnol expected 
to he much higher than the 38.5 per cent 
experienced during 1981-91. As.suming a 
growth rate of 40 percent during Ihe decade, 
the population would be 2,87,400 hy 2001. 
RP includes a proposal for construction of 
a six-lane cxprc.s.sway between Panipat and 
.Soncpal in order to improve, road 
communications with Delhi. Meanwhile. 
NCRPB financed during the Seventh Plan 
period development of a iransport nagar, 
which provides facilities fur parkinguf trucks 
and board and Uulging Btr drivers, its 
increasing need for electricity wttuld be met 
adequately after completion of a large 
gcnciatmg .station which is being built near 
It I1.S other needs arc tor efficient 
iclccommunicatioas with Delhi andincreused 
water supply. Land development for 
residential. cummcrctal and industrial 
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Uriwn Dcveloproem Autfioriiy (HUDA), 

primarily on a sdf-flnancing basis. 

6 Ruhtak 

Rohtak is a medium-sized city with 
population of 2,16,000 in 1991, located 
about 60 km west of Delhi. Essentially a 
'mandi’ town, it has become an important 
educational centre with location in it of the 
Maharishi Dayanand multi-faculty 
university and several colleges. RP 
envisages a population of S.OO.C^ for it 
by 2001. The target is quite unrealistic, 
however, in view of the slow growth of its 
population during the previous two 
decades-29.4 per cent during 1981-91 
and 33.7 per cent during 1971-81. RP’s 
projection of population was based on the 
building of a complex in the vicinity of the 
city in which a large number of small- and 
m^ium-sized industrial units in agro-based 
industries, textiles and metalware would 
be located. But the statewide shortage of 
power and water is a serious constraint on 
development of the complex. In addition. 
Rohtak lacks adequate surlace dratnage 
and sewerage. All these constraints need 
to be removed before rapid growth cun be 
achieved. The shortage of water would be 
mot by the construction ol the Jawaharlal 
Nehru Canal; the shortage of power woulij^ 
be alleviated with supply from the 
generating station located near Panipul. 

Uuar Pradesh 

7 Bulandshahr-Khuija 

Bulandshahr, located about 40 km cast of 
Delhi, is the headquarters of a district of the 
same name and a market for its surrounding 
villages. 

Khuija. located further cast, has besides 
its foodgrains market, an old pottery industry. 
The latter, which had concentrated on 
production of crude low-priced products 
until recently, is now undergoing rapid 
modernisation. It is producing higher quality 
products, a signilicant proporiion of which 
are exported. 

Development of multi- industry complexes 
and expansion of the existing foodgrains 
markets are envisaged for both towns. 

8 Meerut 

Meerut is a large city which-had a 
population of 8,47,000 in 1991. Near 
doubling of its population to 1.55 million 
by the year 2001 is envisaged in RP. 
^visag^ also are; (a) modernisation and 
expansion of its existing handloom, sporting 
goods, surgical instruments and scissors- 
tnaking industries, and (b) residential 
developmem for decongestion of the ci^ 
and for meettng the hewing needs of'i4. 
growing popula^. Land deveti^mient for 
a indusirial-cum-reaideiitial town^p. 


bwldtihapioportioAt^t^imistii^ 
units would be riiifted* is in progress. 

9 Hapur 

This is the largest market for foodgrains 
and oilseeds in northern India. It had 
experienced growth of about 45 percent in 
population during each of the two decades. 
1971-91; but much faster growth of 169 per 
cent is assigned for the city during 1991- 
2001. This is to be achieved through the 
establishment of a multi-industry complex 
in addition to expansion of the market in 
foodgrains and oilseeds. The assignment is 
unrealistic, however, keeping in view the 
earlier growth rate of the population of the 
city. 

DMA Towns 

Haryana 

1 Gurgaon 

A rapidly growing residcniial-cum- 
indusirial satellite town of Delhi. Although 
its population increased only from 1,04,000 
in 1981 to l.35,OOOin 1991, it is experiencing 
very rapid growth at present. However, the 
population in 2001 would be much less than 
the 7.00.000 assigned in RP, Its principal 
needs are cfTicieni and low cost road transport 
facilities and telecommunication links with 
Delhi. These will facilitate its growth as a 
residcntial-cum-industrial satellite city of 
Delhi and also as a retirement community. 

2 Faridabad 

An indu.strial-cum-rcsidcntial city which 
is experiencing steady but not too rapid 
growth. It has only a limited function as a 
dormitory town for Delhi. On the contrary, 
a large number of skilled workers, 
professionals, and owners/managers of 
industrial units located in Faridabad live in 
Delhi and commute daily to and from it. The 
population of Faridabad incrca.scd less 
rapidly during 1981-91 than during the 
previous decade because development of the 
city has been over-shadowed by the rapid 
development of NOIOA. which has become 
a part of Delhi. More rapid growth isexpected 
in future, because it would be the starting 
point of the Paridabad-NOIDA-Ghaziabad 
(PNG) expressway, which with its link to 
the Dcihi-Mecrut expressway, will provide 
a fast road by-pass for traffic from the 
southern and western states to western UP. 
The Asian Developmem Bank is undertaking 
a feasibility study for construction of the 
expressway on build, operate, collect loll 
(BOT) basis. The study is expected to take 
about one year for completion. 

3 Kundli 

A new market town to be built in Haryana 
tdiout lOkm from the Ddhi-Haryana border 
along the Di^-Panipat national highway. 

I|; will accommodate the principal frwt and 


vegetiMea itia^.of Di^bi. svbi<^ will 
shiAed to it from tt> present coitgeshid, 
location at Azadpur. The prQpase4.J 
construction of the SonepaNPanipai; 
expressway will also provide a stimulus to 
growth of the town. 

4 Bahadurgarh 

This is a medium-sized town with 
population of 57.200 in 1991, which had 
experienced growth during the two previous 
decades of 52.6 and 45.2 per cent, J 
respectively. Its growth could be faster in. 
future but it is unrealistic to expect it to 
attain the population of 2.00.000 by 2001 i ^ 
assigned in RP. RP’s projection was bm^ 
on shifting to Bahadurgarh almost all the. 
non-conforming industries located in Delhi. 
The government of Haryana had ai^ired' 
land for the shift but it is lying vacant 
because there is no power or water for the 
industries. The water problem of "‘-I 
Bhadurgarh and other towns of Haryaratj;; 
would be alleviated with construction of .- 
the Jawaharlal Nehru Canal which would \ 
bnng .50 cc of water from the Satluj-Yamuna. 
link when it is completed. 

UP 

5 Ghaziabad 

Ghaziabad is the largest and most important 
DNA city. Besides being a dormitory for 
Delhi, it is a major industrial centre. Most 
of the industries located in it are oriented 
towards meeting the demands of E)elhi and 
the NCR for consumer, intermediate or 
producer good.s. A large proportion of them 
have been started by Delhi-based 
entrepreneurs. Ghaziabad had a population 
of5.20.(X)0in 1991, which had grown rapidly 
from2.67.000in 1981 and 1.37,000 in 1971; 
the decadal growth rates were 80.9 per cent . 
in 1980-81 and 109.6 per cent in 1971-81.' 

RP envisages a population of I. I million by 
2001 at a growth rate of III.I per cent 
during 1991-2001. The projection appears 
to be realistic since the rapid growth of the 
previous two decades is continuing. 

Land development in the city is carried 
out principally by the Ghaziabad 
Development Authority (GDA), which has 
developed a large number of residential 
colonies pn ncipal ly for the middle and higher 
income groups. The city experiences, 
however, severe shortages of power and 
water and lacks an efficiency functioning 
.sewerage treatment plant. Disposal of solid 
wastes is also very poor. Liquid wastes, 
domestic and indu.strial, arc being discharged 
into the Hindoo river, converting It into a 
virtual sewer. Seepage of water from the 
river seriously affect^ the quality of drinking 
waierpumpedbylubewelis. But no attention 
is being paid to this problem at pi....cm. 

There is a proposal to ovcicome the 
shortage of water by construction of a chai^ 


'6f tubewells with Tillamodc dam as the 
aoua-c of supply and bringing 50 cc of water 
from the Ganga canal. but t he U P government 
has not yet approved the proposal. The other 
urgent'requirement of (he city is an cITicient 
sewerage trcalmcni plant of adequate 
capacity. 

RP includes a proposal for construction 
of a six-lane expressway between Meerut 
and Delhi, parallel to the existing Mc'crul- 
Ghaziabad road, which is lined completely 
with commercial, industrial and storage 
establi.shmcnts located in a number of large 
and .small towns and which is highly 
congested. Construction of the expressway 
will tacilitutc movement of traffic between 
Delhi and Meerut. Its linkage with the PNG 
expressway will enable road iralfic between 
western UP. Haryana and points further 
south, which is not meant lor Delhi, to 
bypass it. 

6 NOIDA 

The New Industrial Development Area 
is a new city liKated cast ol Delhi to whuh 
it is connected by a bridge across the 
river Yamuna. It has come up very rapidly 
during the past decade to attain a population 
of 1,67,000 by IWI A population ol 
S.SO.OOO in 2(H)I is assigned lo it in RP 
The assignment is not unrealistic despite 
the fact that it would mean a more than 
thrcc-lold increase in population This view 


IS based on the very rapid gfowth of the 
city during 1981-91. The Industrial 
Development Corpora-lion of UP had 
planned development of a large industrial- 
cum-rcsidential complex, extending over 
an area of 30,000 acres <44 villages) 
alongside the present NOIDA. Total 
population on full development of 
the complex would have been about one 
million. The corporation had also planned 
Construction ol a captive unit to supply 
electricity to the complex and to obtain 
water lor it from the Hindon river. However, 
NCRPB persuaded the UP government to 
decentralise the development by diverting 
a part ol it to two sub-regional centres - 
Surajpur and Kasna The decentralisation 
will reduce pressure on the physical and 
social mfrasiructurc of Delhi. Since traffic 
between NOIDA and Delhi is already 
greater than the capacity of the four-lane 
road that connects them, a six-lanc highway 
IS being constructed. 

The populations in 1991 of the priority 
and DMA lowns/ciiies and those assigned 
in the RP lor 2(X)I arc given in Table 6. 
It may be noted that in most cases the 
assigned populations are loo high 
considering the population in 1991 and its 
growth duiing the two previous decades 
1971-91. The principal exceptions arc 
Alwar. Dharii Hera-Hhiwadi, Gha/iabad 
and NOIDA. in all ol which rapid 


development of medium and fatge 
industries is in progress. The NCRPB 
proposes to assign lower population 
figures for 2001 for most of the towns in 
its first revision of the RP to be published 
in 1994. 
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POSITIONS AT LOCOST 

LOCOST is a pioneer manufacturer of essential drug formulations in the voluntary sector. All 
our efforts are oriented towards keeping health care accessible to especially those who cannot 
afford. LOCOST invites applications from motivated individuals, especially women, for the 
following positions; 

Education Coordinator; To initiate, coordinate and implement all rational therapy related 
educational activities of LOCOST. 

Research Coordinator; To design and implement research programmes of LOCOST especially 
as related to the economics and technology of drug production, use and misuse of medicines, 
GMP; occupational hazards in drug production anct drug laws. 

Publications Coordinator; To conceive, design and produce user-friendly publications resulting 
from our education and research efforts. To coordinate a news-feature service on health and 
drugs. 

Applications are also invited for the positions of Programme Asaociatas in education and 
research. 

Salaries are modest but will be reasonable. All positions are Baroda based. Written compet^cy 
in English and other Indian languages, especially Gujarati, desirable. 

Graduates/post-graduates/doctorates in medicine, pharmacy, bio-chemistry, economics, 
management, and related disciplines are^ particularly encouraged to respond. Please 
contact/write; Low Cost Standard Therapeutics, GPO Box No. 134. Baroda-390 001. 
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ISeddiiri^tioii attdlVjffiiioritisaiifM 

Limits of Heroic Thought 



Dipankar Gupta 

While secularism appears to he an emhatlled ideology at present, this is not the first time secularism is being questioned. 
To overcome the limitations of the secularists’ 'heroic thought' one should heed the sociological distinction between 
secularisation as social process and secularism the ideology. The usefulness of this distinction is se n in regard to the 
minorities question: secularism as ideology divorced from the process of secularisation contributes to the process of 
minoritiSation, leaving the door open for its slated enemies to function legitimately in the political system. 


IN contemporary times secularism appears 
as an embattled ideology, no longer sanguine 
about its future. Though this note of despair 
IS not entirely without foundation, it must 
also be said that it is not as if this is the first 
time that secularism is being questioned, nor 
will it be the last. As the fortunes of secularism 
arc generally gauged from the success or 
failure of certain political parties, societies 
seem to go through their decennial crises 
every now and again. In mrxlern Indian 
history there have been several occasions 
when it might have seemed that the secular 
political option was done and over with. And 
yet, in spite of the worst prophecies, it has 
miraculously managed to survive in the 
Indian political llrmament. 

The partition of 1947, which is still live 
in many memories, was one such (Kcasion 
when secularism seemed hopelessly doi'mcd." 
Many activists of iheCongress. and of various 
left organisations, felt compicicly bcirayed 
at the way some of their trusted comrades 
and party faithfuls had succumbed to 
communal passions [Gupta 1994). Yet it is 
generally agreed that under Jawaharlal 
Nehru' s sieward.ship, secularism successfully 
withstood this onslaught and went on lo 
bbcome the ruling credo lor over twodecadcs. 

It may be objected that the terms secularism 
and communalism are u.scd here in a very 
loose sense, but that is simply because some 
concessions arc being made to the ways in 
which these words are popularly employed. 
Secularism contains within it a host of 
alternative ideological possibilities, ranging 
from Maoi.sm to liberal con.servatism. and 
likewi.se communalism includes sectaria¬ 
nism. a-scriplive loyalties, racism and other 
such ideological dispositions. 

Even with an understanding as general as 
this it should be easily recognised that 
secularism as an ideology has its good days 
and bad, its triumphant moments as well as 
its periods in thedoghouse. Since secularism 
is understood principally as an articulated 
political option, the emphasis is on the 
mercurial swings of public mood and not on 
the long duration of social processes. As the 
heat of the ideological moment tends to 
overwhelm the observer, it is not at aH 
surprising that it is this, and not the slow, 
protonged grinding of social pmccsses, that 
geU |h« ipatn atiemion. 

, Tms the cohtempocary Wave of 
ctHimuiMfism land ethnicity) ip .India is. 
oiWri ikd tMt iphBM. but rathtri' as , 


a permanent feature of our times. Naturally, 
despair seems so legitimate under thc.se 
circumstances. Contemporary .secularists 
must nevertheless recognise that such a 
position objectively implies that they have 
little faith in the common people to question 
the communal agenda. Nor can one overlook 
the fact that both despair and complacency 
arc products of ahistoricism, much as 
contemporary .secularists would like to refute 
such an allegation (what with so many 
certified hi.storians in their ranks). Hence the 
secularist comes through as the last hero, 
tilting so gloriously at windmills. 

While all this is good for the ego, there 
is little social science in it. it is perhaps for 
situations such as this that the Hungarian 
poet-phi losophcr Pettoffi was provoked to 
write that “despair., is vanity”. For there is 
a lot of vainglory that abounds amongst 
some contemfxirary secularists as if they are 
privileged to be living in the worst of times. 
The truth however is that neither secularism 
nor communalism arc permanent fixtures, 
but it IS not easy to get this homily across 
forittakcstheshineoffofwhatselfconfcssed 
secularists believe is their 'heroic thought’. 

SCCIILAWSAIION AND SeniLARISM: PWX'KS 
AND lOiaJUlOY 

In order to overcome the limitations of 
heroic thought it would be well to heed the 
adviccof .sociologists who havcalways been 
very careful to distingui.h between 
secularisation and secularism. For socio¬ 
logists. secularisation refers to an impersonal 
.social process the effects of which are felt 
at the conscious level, no doubt, but who.se 
working largely happens behind our backs. 
According to Luhmann (1982:229). secu¬ 
larisation inaugurates a functional dif¬ 
ferentiation of the social order which frees 
individuals from the various kinds of 
stratified differentiation that prevailed in 
traditional .societies. Consequently religion, 
and other forms of asenptive ties, begin to 
lose their unquestioned status as systemic 
principles of organisation. Secularism, the 
ideology, is not negteeted by sociology, but 
seen as an aspect, or as a feature of, the 
secularisation process. As sociology sees the 
two as separate, though related, phenomena, 
it must conceptually distinguish one from 
the other. Even so it needs to be clarified 
itt thtf outset that secularisation allows for. 
and iiidced even promotes, a variety of 


ideologies. Therefore, within the ambit of 
secularisation, communalism can emerge as 
an option as much as can secularism. 
Dcmerath and Williams conceptualise th,«s 
feature in terms of a dialectical tension 
between sacralising and secularising 
(1992:190). 

Likewi.se (his paper distingui.shes between 
secularisation as a process and secularism 
as an ideology, and no matter how frequently 
the two may appear together in history, they 
need to be analytically separated. 'There i$ 
no denying the fact that the ideology of 
secularism did not make its appcarancetefoK 
secularisation had (K'curred. hut it is also 
(rue that not every instance of secularisation 
necessarily implies secularism. 

From Toennics to Maine, and from Berger 
(1970) to Parsons (1974) to Luhmann (1982). 
there is little doubt that siKiologists have 
.seen secularisation as a process that separates 
the modem world from the traditional. It is 
against (his backdrop (hat (he prospects and 
constraints of both secularism and com¬ 
munalism need to be examined. While the 
scl f-dclusions ofhcroic .secularists are on the 
surface, it is not as if .sociologists have 
always been able to resist giving in to the 
popular beliefs of their times. For example, 
while Parsims (1974) and Bcllah (1970), 
following on from Toennics and Maine, 
detailed the unfolding of scculari.sation in 
the western world, they unfortunately 
concluded by conflating the ideology of 
secularism with the process of secularisation, 
in their view secularisation had brought 
about the privatisation of religion and 
religious faith on a permanent basis. Though 
Par.son.s, Bcllah. Berger, and many of their 
followers ended on a note of high optimism, 
for secularism appeared a clear winner in 
their societies, they were as guilty as the 
secularists of today of letting the dominant 
mood of the time block off a scrutiny of the 
process. 

This is what led some of these leading 
sociologists to be so confident in their 
assertion that the efficacy of religion from 
the public realm has been clYccti vely banished 
by (he emergence of 'civil religions* 
[Demcrath and Williams 1985:155).. in 
modern societies, as a consequence, 
commitment is ndt in the name of a 
transcendental faith but in terms of a public 
ethic which is grounded in the world. It i$>‘l 
this public ethic that constitutes the ‘civitJ-; 
religions’ of today. Like religion proper'^' 


civil religion too excites passion, but what 
is more, it also functions as the key organising 
principle of contemporary secular social 
orders. Parsons and Bel lab found no dearth 
of examples around them to substantiate 
what they meant by ’civil religions'. Not 
only was liberal democracy a ‘civil religion', 
but so also was Marxism, Stalinism, and so 
on [Bellah 1970 and Parsons 1974:203). It 
should be clear by now that there is a lot 
in common between a statement such as ihis 
and those of the '.seculansis', for in both 
instances the dominant ideological trend 
takes over from an examination of the prtKcss. 
Tliat in one case it is an optimistic picture, 
from which the actors may retire comfortably, 
and in the other it is pessimistic, and thus 
requires heroic inlcrvention by social agents, 
only helps to draw attention to the fact that 
the process ofseculari.sation is not exhausted 
by any one ideological rendition. 

It will he eu.sily recognised that the 'civil 
religion' of Parsons and Bellah is really a 
secularist utopia. In their view, once 'civil 
religions' set in there is no scope for religion 
and other asenptive ties to exercise any 
ideological intluence in society There is 
obviously some confusion here. As Luhmann 
points out. though religion may no longer 
function as a foundational principle, this 
docs not mean that it is now incapable of 
being politically persuasive, or of stepping 
outdoors. Luhmann thus separates "religious 
function", which is private, from "religious 
perfonnance", which is public. In religious 
performance, religion is applied publicly to 
address problems that have emerged in other 
sub-systems of society but were not 
adequately taken care of there [Luhmann 
1982:240-42, see also Williams and 
Dcinerath 1991:418-19). 

In this case, the conclusion of eminent 
sociologists such as Parsons and Bellah, that 
secularisation spontaneously ushers in 
secularism as the dominant ideology, which 
m turn strictly confines rcl igion to the private 
realm, appears rather unwarranted. In 
essence, this is a remake ot the base makes 
superstructure theorem, no matter how 
unexpected it may sound coming as it dues 
from mainstream con.servativc sociology. 
And like the earlier simplistic versions of 
this postulate (which had radical pretensions), 
ideology and social process get analytically 
intertwined and soon one begins to stand in 
for the other. This is the reason why 
secularism and seculurisaiiun are not always 
clearly distinguished in .swinlogy, contrary 
to what was the initial intention of the 
discipline. 

.Sr:riJI.AKI.SAT10N AND BRI-IAKDOWN 

OF Localism 

Sccutarisatiun implies a wide variety of 
phenomena, but the must important one is 
perhaps the development of institutions that 
arc not bound by local customs and practices. 
I'his would have of course been impossible 
had not the industrial revolution occurred, 
which brought together large conglomerates 


in concentrated locations. In turn this 
encouraged the science of statistics and 
population management. The Napoleonic 
wars gave evidence of this new form of 
social control and commissariat supervision, 
but it was also manifest in the emergence 
of hospitals and in the development of urban 
social engineering. 

Rcgardicssof how authorities were casting 
about for more effective forms of legitimate 
control, the impetus to all this was the 
breakdown of the local order on an ever- 
expanding basis. It is not as if large population 
concentrations happened only with the 
industrial re volution, but it cannot be gainsaid 
that the departure from local domination and 
interactional systems that the early 19th 
century witnessed was altogether new. The 
transition in Europe was from stable burghers 
and market towns (which wereoflen political 
capitals), to the development first of mills, 
and then the emergence of factories, which 
created modern cities and urban sprawls 
This happened in India too except that the 
process was much telescoped. This is 
probably one ot the reasons why the tensions 
that .secularisation bangs in its wake are 
particularly heightened in this country. 

When Nisbcl (1970) argued that the 
emergence of sociology in (he late I9ih 
century was a reaction to too much 
individualism brought on by the industrial 
revolution, he was also saying that secula¬ 
risation was creating new spaces for which 
there wa.s no reliable guide in tradition. 
Intellectuals in the late 19thcentury perceived 
a crisis in the moral order, and they believed 
It was urban life and the indifference to 
established mores and customs that were 
creating social tensions and anomie. 
Sociology was spurred by the need to offer 
reliable scientific methods to first compre¬ 
hend this new .social development, and then 
to control it by creating new social values 
which would bind individuals into whole- 
.some and healthy collectives. One might 
therefore say that sociology from the 
beginning .saw itself as performing a dual 
role, to examine the processes of secula¬ 
risation, and to forward the credo of a 'civil 
religion'. Parsons and Bellah were therefore 
not alone, nor without precedent in the 
discipline 

At this point the contributions of social 
anthropology can help in .soning out the 
importance of the distinction between 
secularisation and secularism. In the Indian 
context, for instance, it has been repeatedly 
pointed out by Srinivas, or by Marriot, or 
by Singer, that tradition reorients itself to 
keep up with the demands of urban life and 
the move away from localised existence. 
Morris D Morris, in his path-breaking work 
on the working cta.ss in Bombay, found that 
old caste distinctions no longer worked as 
they used to in urban milieux, but it was not 
us if they had disappeared either. This 
sensitises us to protect ourselves against two 
kinds of nai vete, both extremist in character. 
One argues that industrialisation changes 


everything, and wiH) tlmeanew m^<Nn^ 
emerges which seporates itseif unambi¬ 
guously from past traditions and practices; 
the othef believes that tradition, no matter 
what, will never yield ground to the process 
of secularisation. The first variety is usually 
sponsored by sociologists in the west talking 
about their own societies, and the latter by 
social anthropologists when they write about 
oriental or non-western civilisations, and, 
also ironically, by secular activists whose 
self-image is a radical one. But both these 
versions are faulty, for nowhere does tradition 
remain unchanged and in no comer of the 
globe is the past completely wi ped out either. 

Not just large urban conglomerates.'but 
the process of secularisation also creates an 
objective social space and centralised forms 
of governance. These two ate not independent 
features but depend reciprocally on each 
other, and in this sense, give us a fuller 
understanding of the entire process of 
secularisation. 

Alexis de Tocqiieville (1955) had noted 
long ago that the emergence of centralised 
authority was typical of post-revolution 
France and that there was tremendous 
enthusiasm for it from the lower orders. The 
privileged classes prior tothe revolution 
enjoyed status and power in a system of 
segmentary control .This segmentary system 
of governance was quite in consonance with 
localised juridical control and the 
interactional nexus on which all ancien 
regimes thrived. But obviously this was out 
of accord with the exigencies of the new era. 
Without centralisation local juridical control 
can never be fully overwhelmed. Unless this 
happens aggregation of free people in town 
anil cities would be blocked, jamming the 
wheels of the secularisation process itself. 
The lower classes are particularly keen to 
push ahead with this centralisation as they 
are the least enamoured with either 
segmentary authority or with localised 
juridical control. Contrary to Gandhi, 
Babasaheb Ambekdar consistently pressed 
for a strong centre for only then, he believed, 
could depressed class grievances be 
adequately addressed. 

The development of centralised admini¬ 
stration must necessarily create a sense of 
public space, as this form of authority is not 
a mere aggregation, or even a focalisation, 
of many pre-existing local despotisms. 
Without B creation of public space, 
centralisation would be hamstrung by 
particular interesu of different fractions of 
the privileged classes who are now forced 
to li ve together, much as the under-privileged 
are. Beyer puts this point across nicely when 
he writes: “(T)he person who used to be the 
unequivocal outsider is now ohen literally 
my neighbour. This is what Rushdie calls 
the metropolitan experience** {Beyer 
1994:85). 

The public space that emerged with 
centralisation is alsoiheaiena where polhi^ 
contests are held, and no maitar howtfcspcRk 
thewinner.thetecanbenoreturalokKiinsim 
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demaieDtiM. and democnus alike' arte hi 
principle forced to negotiate between 
divergent paiticularities. ^mariry because 
the niting coalitions, orthe elites themselves, 
are intemaliy beset by conflicting interests. 
Thus while this public space may not always 
meet Habermas’ highly evolved criteria of 
a developed communication system, he is 
nevertheless correct in insisting that it is 
only in secularised societies that the minimal 
prerequisites of a communication system 
can be found (Habermas 1984:77]. What 
secularised societies share with Habermas' 
model is the recognition that mutual needs 
are in principle negotiable, and that these 
negotiations have a public character about 
them. 

As secularisation rides on the back of 
capitalism, it is characterised by a 
thermodynamic principle. The transition 
from mills to factories effectively depicts 
this transition. In closed pre-capitalist and 
pre-sccularised .society, i e, those that had 
not yet experienced the effects ofheavy duty 
industrialisation, it was physical coercion, 
more than anything else, which determined 
who would be the ruler. It is not as if this 
modality of conquering a throne was found 
objectionable in principle, for it was heartily 
engaged in by combatants on both sides. But 
after the war was over the vanquished 
resigned themselves to obeying the suzerainty 
of the victor. From then on it was primarily 
nohle.ise oblige, and the social order settled 
down to long periods of peace. Such long 
durations without obvious signs of protest 
have given the impression to contemporary 
observers, with their 20th century sensibilites. 
that all was tranquil and that communities 
lived side by side in brotherly amity. Absence 
of any demonstrable signs of tension is 
interpreted as communal or inter-faith 
solidarity. 

It is true that communal rivalry had no 
scope for routine social expression, but it 
is not as if it did not exist. These tensions 
and suspicions were quiescent for the most 
part, but often found expression in times of 
war. After the turbulence was over, if the 
Hindus had won then there would be no 
quesiionof entertaining any demand for cow 
slaughter, and if the Muslims were victors 
then the Shi valaya could never be taller than 
the Mazhar. In riKxlem partance one might 
say that in a pre-secularised social formation 
there were fixed and stable diacritics that 
difforMfiftated people along stratificatoty lines 
[Luhmann 1982]. History repeatedly hi^fies 
to the near exclusiveuse of ascripti ve criteria 
to signify the distinction between the rulers 
and ruled. The terminology of minority and 
mint^ty makes tittle sense in these societies, 
as in most cqses the rulers belonged to the 
minmity group, and ftirthermore, politicsl 
bargaining did not take (dace with currencies 
of that kind, ^t one couldiay this rhuch 
with some certitude: if everyone behaved 
themselves and obeyed the prevailing lulre 
theft the sownnre W distribudoft of power 


vWmild renurin undisttu^, 
pearibus i^ulatescouidbe madeftbOuffltose 
times without appearing too idealistic. 
Individual volition was in any case greatly 
circumscribed, for the arena was a local one 
where status and face-to-face interactions 
provided an unchanging and stable backdrop. 

Once secularisation sets in, no such 
stability can be assured as the society is now 
thermodynamically powered. Capitalism 
forces money to search uninhibitediy for 
profits, and if enterprise is held back, as the 
guilds were in the past, then the whole 
edifice of modern society would collapse. 
In this search tor profit there is every 
possibility of a near anarchy of production, 
for which reason it is hard to foresee where 
the cracks between different private interests 
will show up. There is a certain indeterminacy 
and unpredictability regarding the mainte¬ 
nance of social harmony because the natural 
economy no longer operates. When Marx 
distinguished between collective interc.sis 
and pnvate interests (as early os in On the 
Jewish Question), he also alerted us to the 
divisions between private interests of 
different kinds, and how alliances and cla.ss 
coalitions appearand disappear in somewhat 
unpredictable ways. Capitalism therefore is 
quite capable of throwing up in this 
entrepreneurial chum newer fractions of the 
capitalist class as dominant groupings, or it 
may also warn the more established sections 
, to take pre-emptive action against a rising 
competitor. The point is that all this upheaval, 
uncertainty and conflict, docs not bring about 
a breakdown of order, but is in fact a 
demonstration of a new kind of order - one 
in which secularisation has taken place. In 
this new .secularised order the stable scenario 
of yore is not only absent but is no longer 
valid. 

SEaiLARISAHON AND MlNORmES (JUESTlON 

The relevance of keeping the process of 
secularisation distinct from the i^ology of 
secularism can be appreciated if we take up 
the concept of minorities as it is often 
formulated and articulated by seculari.sts 
from within the cloislers of these ‘civil 
religions'. Minorities are visualised as 
permanent entities, with fixed and deftnite 
empirical manifestations. For example, from 
1993 onwards the ofticial and permanent 
minorities in India are the Muslims. 
Christians, Parsees, Buddhists, and Sikhs 
[see Government of India, Ministry of Wel¬ 
fare Notiftcation, dated October 23, 1993]. 

In the contemporary context these 
minorities as listed by the Indian government 
may seem perfectly justified, even 'natural'. 
One nevertheless needs to be reminded of 
the fact that minority communities are not 
fixed and permanent entities but keep 
Huctuating like the sacral-SeCuiar dialectic 
of Demerath and Williams (1992:190). 
Sample the following variations: In the 
Report of Advisory CoRuniriee on Minorities 
(dated May 11, 1949) Muslims, scheduled 
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to be ntinioril^lE^iRre Rao 1968a, Vol 4; 
604], Earlier in the constituent assembly 
debates, K M Panikkar wanted Nambudiris 
tobelisiedasminoritiesIVol 2;2S9). Recall 
that the l932RamsayMacDona]dCommunaI 
Award recommended that Maratha.s be 
protected in certain selected constituencies 
of Bombay (1968b; 742). Frank Anthony 
strongly advocated in the constituent 
assembly that the category of minorities be 
enlarged to include ail kinds of minorities, 
whelherof language, community, or religion 
(Shiva Rao 1968a, Vol 2:280]. in the course 
of these debates, again Sardar Hukam Singh 
argued that Sikhs and Parsecs should 
classitled as minorities, but it was turned 
down as being quite unnecessary 
(1968b: 772-73), TTicrc was no public outcry 
cither against it in those years. In fact ih^ 
Parsees made no specific claims towards 
minority status. Today, more than 40 years 
later, the Parsecs and the Sikhs have been 
given minority status by the government of 
India. In the case of the Sikhs, after 1984, 
it seems perfectly justified. 

It should also be noted that what nuikes 
a minority is not just religion but also certain 
pri vi ieged and dominant way s of designating 
them. A Sanatani, ora member of the Buddha 
Dai. or a Vaishnavitc would not qualify here 
as a religious denomination no matter how 
strenuously the believers of thc.se denomi¬ 
nations may stake their claim. 

But that is perhaps the least of the problem. 
Pushed to it, the proponents of secularism 
will merrily add to the list of official 
minorities. But in doing so it is never quite 
realised that with every pa.ssing year these 
categones rigidify and become impervious 
to theactualities that secularisation generates 
on the ground. The most dangerous outcome 
of this tendency is that it is blind to the 
process ofminoritisaiion which often breaks 
protocol and targets those who are not officiiri 
and permanent minorities. When secularism 
as an ideology estranges itself from the 
dynamics of secularisation as a process, it 
immediately surrenders itself to ahistoricism 
and to the most backward forms of positivist 
posturing. In doing so it frequently leaves 
the door wide open for its stated enemies 
to function both legitimately and elTcctively 
in the political system. And when that 
happens almost anybody can become the 
next minority, for the process of mtnori- 
tisatlon has no permanent or official 
favourites. 

Though Sardar Patel would have liked 
minorities to be limited to the scheduled 
castes, and as for the rest they should “tnist 
the good sense and sense of fairness of the 
majority and place confidence in them" 
(Shiva Rao 1968a, Vol 4:606], exf^ence 
has shown that minority persecution has 
been a very common phenomenon in 
independent India. As even this quote from 
Patel shows, the framer.s of the Indian 
(Constitution were quite clearly prisoners of . 
the majority/minority paradigm. In fact thc .’>; 

23SW 



sub-comtnincc on fundamcn(i]l rights held 
in February and April ol 1947 held that it 
“is dilTicult to expcei that a country like 
India where most persons are communally 
minded those m auihonty will give equal 
treatment to those who do not belong to their 
community" |Shiva R.io l%8a; Vol 2:981. 
Sardar Paid ’ s plea to trust the majun ly seems 
weak in this light, though he loo believed 
in the majoriiy/minoriiy formula, only he 
did not believe inextensive minonly rc.scrva- 
tions. Which is why his denial to spread the 
minority net to include larger numbers .seems 
unju.stilied and capricious 

The lunelionarics of the constituent 
a.sscinbly were in the main believers in 
majorily/minorily distinctions, whether or 
not they were a re.sirielcd form of minority 
listing, or whether or not they were secular 
and communal by contemporary standards. 
Shyama Prasad Mookerjee. who later 
founded the Jana .Sangh. was all iii favour 
ol minority provisions In many ways he was 
perhaps the forerunner to Mandal loo. Not 
only did Mookerjee press lor the reservation 
ol seats for all //ii/iorm/ir niinortiws (Shiva 
Rao I968b;76(). emphasis mino|. but also 
recommended that only .50 per cent of seals 
be open to merit and the rest to be pro- 
portion.ilely distributed among minorities. 
That many contemporary secularists are 
Uxlay in line with some of Mookerjee’s 
recommendations should perhaps give them 
reason to reconsider many ol their 
tormulalions 

In all ot this it is interesting to note that 
Ambedkar, who is known today a.s the father 
of reservations, issued a warning, while 
moving the draft Constitution on November 
2.1, 1948. that It would be "equally wrong 
lor minorities to perpetuate themselves” 
(.Shiva Rao I968h:766] In the midst of the 
clamour for protecting minontics it is ea.sy 
to overlook how such provisions can create 
vested interests, and in this pnKcss go counter 
to some t)l the express intentions of the 
constitutionalists. Even so. except for a 
minority made up most significantly by Raj- 
kumari Amnt Kaur. Alladi Krishnaswamy 
Ayyar. Han.sa Mehta, and occasionally. 
B N Rau. the overwhelming mcKxJ in the 
constituent assembly was moulded by 
minority/majority consciousness. At one 
point when the discussion on fundamental 
rights was being overwhelmed by issues of 
minority discrimination. Ailadi Ayyar was 
provoked to remark: “Is this a chapter on 
fundamental rights or is it a chapter on 
discriminatory provisions” (Shiva Rao 
1968.'!. Vol 2:221). Ayyar’s pique is under¬ 
standable, for the discussion on fundamental 
rights should insist first on the inalienable 
and fundamental rights of citizenship, and 
not let exceptions eat up the rule. 

MiNORmsATioN AND SeaiLARiSATiON: 

Dynamic Perspective 

In addition, as noted earlier, the thermo¬ 
dynamic principles of secularisation make 


it irrelevant to think in terms of stable 
minorities and majorities, for bigotry loo 
refuses to be shackled along pre-determined 
lines. In .such situations it is dilTicult to 
predict who will be the new minority 
tomorrow. The Sikhs till 1984 never 
imagined that they would be hunted down 
and quartered the way they were alter Indira 
Gandhi's assassination. It is this fact that 
makes the inclusion of the Sikhs today 
eminently deserving, though such a claim 
was never entertained seriously earlier. The 
south Indians in Bombay had no fore¬ 
knowledge that they would be the victims 
ol Shiv .Sena wrath prior to the mid- 1960s. 

It must be borne in mind that not all 
ideological emanations of capitalism and of 
secuhvisaiion 111 in neatly with thcirorigmary 
impulses. Though secularism, the ideology. 
IS a product of contemporary limes for it 
thinks in terms ol majontics and minorities. 
It nevertheless refu.ses to accept the inherent 
dynamic character ol the social process of 
.secularisation Consequently it sees 
majorities and minorities as permanent 
distinctions which arc fully llcshcd out. 
This leads to the development of vested 
interests, as Ambedkar foresaw, and the 
tendency of minority spokespcopic to 
emerge as permanent champions of the 
oppressed. It al.so undermines the ideology 
of secularism, for professional secularists 
arc tooclosely identified with such minority 
interests 

To pursue our argument turther it will be 
quickly noticed that listings of minorities arc 
of little relevance for they do not take into 
account the pr(x:css of .secularisation which 
can easily nullify at one stroke the most 
elaborate of categorisations of this kind. 
In.steadofmakingacomprehcnsi VC inventory 
of minorities, greater attention should be 
paid to the question of minoritisation and 
to examining the effects of that process. 
Instead of fixing in advance, or even adding 
to. minority lists, the vaunted aims of 
secularism can be served better if it pays 
attention to minoritisation. for the truth is 
that nobody can tell when the next minority 
will be you. 

There arc then two major variants of 
secularism as an ideology. The first is of the 
‘civil religion' kind, and the second is 
governed by majority/minority considera¬ 
tions. The first makes it .seem as if there is 
no scope any longer for bigotry on a social 
scale, now that religion has been effectively 
privati.scd; and the latter is predisposed to 
sec the world in terms of fixed expressions 
of bigotry which can only be overcome by 
upholding the sectional interests of these 
persecuted groups. The common feature that 
binds seculansm of the first and of the second 
group is that they both see the world as a 
finished product. In one case there is a 
cheerful announcement of the end of 
prejudice, while in the other it is believed 
that minority persecution will by and large 
follow predetermined trajectories and 
therefore one needs to pay attention to 


-certain designated minorities on a permanent 
basis. 

But in fact prejudice knows no limit, and 
the lcnglh.s to which it can go are truly 
incalculable. Docs this mean that in the face 
of relentless secularisation there is no scope 
for secularism'.’ Should the uncertainties of 
minoritisation mean that we can only observe 
the process of .secularisation that brings it 
about without any .scope for intervemion? 
While it is true that will power and good 
intentions by themselves are inadequate, it 
can nevertheless still be maintained that 
when will power and humanism take 
cognisance and learn from the impediments 
to objective social proce.sscs. then the chances 
ot success arc so much greater. 

The making of minorities is quite different 
from the process of minoritisation. Minority 
consciousness grows first from within the 
community, and later it is recognised as such 
by those outside it. Any particular 
constitution of minority consciousness may 
have several historical or sociological causes 
behind It. There is common factor that 
informs the making of the different minority 
groups other than the issue of numbers. And 
ofihc.se the most effective minority isalways 
the largest minority, ora minority of a sizeable 
population. But other than being smaller in 
numbers than the majority community, there 
is nothing that Parsecs, Sikhs, Muslims or 
Buddhists have in common. 

The acceptance of such communities as 
minorities is premised on the existence of 
majority and majority consciousness. Sadly, 
therefore, democracy is often played out in 
such cases a.s a game of numbers, and 
community representatives on all sides are 
fairly comfortable with this, fur it assures 
them of a stable constituency. 

It may have been possible to stem this 
proce.ss during the days when the Constitution 
was being discussed, but there was a lost 
chance there. Amrit Kaur and B N Rau 
provided an opening when they advocated 
that religious worship and not religious 
practice be allowed as a fundamental right. 
But this was oppo.scd by the majority, from 
S P Mookerjee (predictably) to C Raja- 
gopalachari. According to Amrit Kaur. 
allowing for freedom of religious practice 
meant that the playing of music before 
mosques, or the institution of sati, will have 
to be tolerated (Shiva Rao ]968b:26l]. To 
put it in Luhmann's terms, Amrit Kaur and 
Rau were arguing that freedom be allowed 
only for the function of religion but not for 
the practice of it [ Luhmann 1982:240-42], 

Once minority and majority consciousness 
are in place, then it would appear as if the 
job of secularism is done. The minority 
communities are kept pa$siva>by co-opting 
their leaders and spokespeople into 
organisations like the minority rights 
commission, or even as MPs and MLAs. 
Indira Gandhi’s 15-point programme is a 
good illustration of a political strategy of 
this kind that seeks to cater speciflcally to 
majority/minority consciousness. Tiine and 
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again the >S*point progri^tnine 'mak^s 
elaborate allowances for minorities at all 
levels; for loans, for housing, for cJucati«>n. 
etc, without however making the.se provisHNW 
statutory and binding. It appears then that 
if Muslims get any education at all it is 
because of Indira Gandhi's largesse, or 
because of the militancy ot certain minority 
leaders, and not because as ciii/cns Muslims 
have every right to be treated as equals In 
a patronage scenario ol this kind there is 
enough rmnn to play back riuim politics, and 
to grandstand as heroes ol minority 
communities. 

But all these calculations do noi pay 
attention to the fact iliai secularisation is a 
dynamic process and iherclorc new 
minorities may emerge without much 
warning. Tins process, by which minoriiies 
are created unbeknownst to them, is what 
has been termed here as minonti.uiiion When 
minoriti.saiion takes place the communities 
that are picked on for persecution arc decided 
upon by the majority, or those ‘others’ who 
arc on the outside. The constitution ol 
minority identity in these cases takes pl.ice 
from the outside rather than from the inside 
as IS the case with self-constituted 
minorities As it was noted earlier, '.he 
.Sikhs and the south Indians of Bombay arc 
good examples of this minoriiisalion 
process in recent limes. Further, a.s nobody 
likes to be minoriti.sed, a newly minoritised 
community has neither spokespersons, nor 
a stable constituency laid out for them in 
advance. This docs not exhau.st all the 
other subtleties of this p’rocess ot 
minoriiisalion. and some of these should 
be looked at now. howsoever briclly. 

While the Muslims arc official minorities 
today this was not always unambiguously 
so in prc-indcpcndcncc days. A lot depended 
upon which community held power In the 
Bhulabhai Desai-Liaqat Ali Pact of 1945, 
Muslims were not considered minoriiies for 
It was envisaged by the two leaders that the 
Congress and the Muslim League would 
share power equally. The League, however, 
had no hesitation in announcing the 
scheduled castes and others as minorities. 
Moreover, even among Muslims, 
minoritisaiion can take place afresh, carving 
out separate sections from within this 
community, although from the point of view 
of official minority spokcspeople the 
community may appear as a monolith. 
During the partition days. Muslims of Karol 
Bagh and of Paharganj in Delhi, who were 
by and large Congress partisans, 
nevertheless died uncomprehending!y at 
the hands of Hindus. Though they were 
Muslims they had never identified 
themselves as minorities, and hence when 
they were minoritised they became utterly 
vulnerable. A variation on this theme 
occurred in Tamil Nadu where Tamil- 
speaking Muslims saw themselves as 
Muslims first and then as Tamils in 194.7 - 
aclear departure from theirearKer priorities. 
Minoritisaiion can therefore strengthen 


minority consciousness as much as it can 
create new minorities. The point however 
IS that nobody wants to be minoritised for 
that cun happen so s wi flly and unprcdictably. 
One never knows what combination will he 
brought to bear in the next round of 
minoritisaiion, and nobody i.s therefore 
conipleiely sale, Bui there is a vested inicrcsi 
in sell-consliluted minority awareness for 
that enables one to cllectively play the 
minority card, and both majority and minority 
spoekspeopic are fully aware tif this. 

Towards a Rawi.sian Pi-RSPir-nvi- 

II the process of ininorili.sation can be so 
indiscrimin.aie and disre.spcciful of previous 
con.scnsus. then no mutter how exhaustive 
the listing ol minorities, the exercise will 
.ilways he both incomplete and lutilc. Any 
one could be the next victim, and therclorc 
It IS important to .step outside this Iramcwork 
and sec the issue ol protcding cultural rights 
and communities on a di Herein basis After 
all the juggling with criteria for designating 
minorities is over and done with, 
mtnonlisal ion still rcmai ns a threat However, 
the one f.ictor that remains resolute and 
indissoluble through it all is that ol 
■citi/.cnship'. It IS only by protecting the 
dignity ol the individual as a citizen that one 
can mitigate the harshness of miiiorilisation 
when It lakes place. Amrii Kaur, Hansa 
Mehta. Alladi Ayyar emphasised this point 
time and <igain in the constituent assembly 
debates, but their view was a ‘minority’ one 
then and so it .seems to be today. 

Nevertheless, it is time now to take a fresh 
look at this subject, for the problems of 
cultural persecution have not improved with 
the minorily/majority framework in 
operation. In fact it has given secularism a 
somewhat un.savoury connotation, as there 
i.s far loo much politicking and horse-trading 
that IS legitimised on the basis ol such 
minority provisions. The grim laci th.it no 
one can ever hope irrevocably to banish 
minoritisation. as seculari.sation allows no 
such optimi.sm about anything in the tuiure, 
shows up the hollnwnc.ss of minority 
provisions. 

As in the process of secularisation the 
next minority could he anyone (even you), 
it is best to proceed on the Rawlsian 
“principle of difference” f Rawls 1971 Jft- 
77], in which legislation is done keeping 
in mind that any one, including the 
legislator, could at some point of time be 
the least fortunate. Rawls, of course, 
advocates that there be a hypothetical veil 
of ignorance which prevents law-makers 
from identifying their interests in advance 
and favouring themselves accordingly. But 
with the unpredictability of the process of 
secularisation the veij of ignorance 
becomes a practical and real one, and no 
longer hypothetical, tn fact, this i.s one ca.se 
where one might be able to argue from a 
strong Rawlsian perspective. Regardless 
of the Finer points of this exercise, the 
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thrust of such a Wawtsian butiook towards 
secularism would undermine minority 
listings, and the formation of minority and 
majority inlcrcst.s. and will strengthen 
‘instead’ the idea of citizenship. A.s was 
mentioned earlier, only one’s identity as a 
citizen remains .sieadfa.si in the maelstrom 
of the secularisation process. It is by 
protecting this identity, and by not allowing 
It to be overwhelmed, or undermined, by 
minority and majority legislations, that tlw 
ideals of secularism can best he met. There 
IS no guarantee ol course that communali-sm 
will roll over and die. but the sides will be 
clearly distinguished, and It will bcaglorious 
light out in the o|)cn and not in the corridors 
of power. 

Unfortunately the dominant elements 
among the seculari.sts arc still not prepared 
to re-cxnminc this i.ssuc from a different 
perspective. The more honest among them 
hesitate to look over their shoulder, for they 
would then see how vested interests of all 
kinds arc working away merrily behind their 
bucks m tbc name of scculari.sm. It is time 
now to Imik them in the eye and call their 
hluti! 
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DISCUSSION 


Protection and Exports 

Aditya Bhattacharjea 


IN demonstriitmg that under certain 
circumstances tanfl's protection can in fact 
promote exports by the protected industry, 
Maijit and Sarkar (1995; hereafter MS) have 
unwittingly rediscovered a result published 
by Bhagwati (I9KR) in a little-known paper 
In Section I of this brief note, after restating 
their result. I summarise some of the 
important qualifications to this argument 
that Bhagwati po.nted out, and add some 
caveats of my own. Ir. S"ci'on II, I examine 
their parallei ...vestigation of the export- 
promoting effect ot u quota, and [Hiint out 
that they have overlooked .some crucial 
implications o! their own analysis. 

I 

Export-Promoting Tariffs 

The figure reproduced here is adaptal 
from Figure 2 of Bhagwati (19X8), with 
some extra points labelled for convenience. 
This is essentially the same as P'lgure 1 of 
MS but is more suitable for my purposes 
The setting is a domestic monopolist facing 
domestic demand curve AR andcompctiiivc 
foreign supply S, at the exogenous world 
price OA. Under free trade, the monopolist 
can charge at most OA, and thus the marginal 
revenue curve coincides with S^ up to iis 
intersection with the demand curve. The 
monopolist produces AC, with CD being 
imported. A tariff at rate t raises the import 
supply curve to S^ (l-fl) and the ceiling on 
the price the monopolist can charge to OE. 
(MS consider a specific tariff rather than ad 
valorem, but it makes no difference with a 
horizontal S^). Now marginal revenue is the 
step function EFBL, and the monopolist 
maximises profits by supplying AB to the 
domestic market at a price of OE. and 
exporting BC at the world price OA. 
Protection does seem to promote exports, 
and from being an importer, the home country 
becomes an exporter of the same good, 
without any ’infant industry’ phenomena 
such as economies of scale or learning by 
doing. 

This logic IS impeccable: an export- 
oriented rabbit seems to have been pulled 
out of the protectionist hat. But Id us look 
at what went into the hat to begin with. 
Points I to 3 below are from Bhagwati 
(1988) with some elucidation, and the rest 
arc my own observations. 

(I) Consider the same sccnano, but with 
the world pnee lower and/or the monopolist’s 
marginal cost higher, such that lies below 
the intersection of MC and MR. In this 


situation it is clear that any tariff merely 
reduces import competition and never results 
in exports. 

(2) MS refrain from normative analysis, 
but it is clear that any tariff in their setting 
reduces wcl fare, as conventionally measured 
by the sum of consumer and producer 
surpluses, even after including export profits. 
Bhagwati merely states this as self-evident, 
but readers may wish to confirm that at tariff 
rate t. although exports are maximised, 
welfare ts in fact minimised; the area 
corresponding to the deadweight loss is 
triangle FBD. Note also that with this tanff 
in place, the monopolist charges a price from 
dome.stic consumers that is higher than what 
It would have charged under autarky! (The 
possibility of exporting induces the 
monopolist to restrict domestic sales even 
more than it would have otherwise.) Even 
1 1 one doesn't wish to follow the conventional 
approach to welfare calculation, surely 
enhancing domestic monopoly power lo 
restrict consumption is not the best way of 
promoting exports. 

(3) Even if, like MS. wc concern ourselves 
only with positive analysis, the tariff by 
itself IS not the bcsiexport-promotingpolicy. 
An export subsidy s at the same rate (s=t) 
incrca.scs exports to FG without further 
restricting home consumption [Bhagwati 
1988). (The tariff must be retained,otherwise 
traders will simply import at price OA and 
re-export at the subsidy-inclusive price OE.) 
What Bhagwati does not point out is that 
this is even worse for welfare, with an 
additional deadweight loss of CGL. This 
policy also necessarily has a negative impact 
on the government budget; no imports are 
actually made, so there is no tariff revenue 
to offset the burden of the subsidy. Unless 
wc believe in mythical lump sum taxes, the 
subsidy must be financed by distorting taxes 
on other acti vitics, resulting in further welfare 
losses. 

(4) MS claim (hat their analysis shows that 
’a rise in the tariff rate actually increases 
exports” (MS, p 809). If we trace the effect 
of an increasing tariff (ignoring the export 
subsidy) in the figure, wc find that it promotes 
exports only ovcracenain range. Beginning 
with free trade, the equilibrium point first 
moves along CJ; here we have the usual 
protective effect, with the monopolist 
'mcreasin(> his production to replace the more 
expensive imports. At higher tariff levels, 
the equilibrium moves along JKF, with 
domestic sales being curtailed but exports 
emerging only beyond K, which lies 


vertically above C. At rate t, exports are 
maximised at BC, and any higher tariff has 
no effect on the equilibrium. Thus, raising 
tariffs promotes more exports only in the 
range KF. C!onversely,' liberalisation’ in the 
form of tariff reduction, which MS criticise, 
will have no effect on exports if a tariff rate 
higher than t is brought down to t. They are 
correct in concluding that ”a lower tariff will 
not benefit existing exports of the same 
product” (p 810). But whoever claimed that 
it would? The pro-liberalisation literature 
they refer to criticises the ’anti-export bfas* 
of protection on rather different grounds: 
cither it diverts resources from exportables 
to import-substituting sectors, or it raises the 
cost of imported inputs used in export 
production. In both cases, lower tariffs are 
.supposed to benefit exports of some other 
product. 

(5) Both Bhagwati and MS assume that 
(he country can both import and export at 
the same world price. In the presence of 
transport costs, the fob export price will be 
below the cif import price,, shrinking the 
range BC over which exports are 
forthcoming. In particular, the export price 
may be below the intersection of MR and 
M(2, where exports are unprofitable 
regardless of the tariff (see point 1 above).' 

(6) Export promotion through this route 
would probably run foul of the anti-dumping 
provisions of the WTO, since the domestic 
llrm is clearly selling its goods at a lower 
price abroad than at home. 

(7) The model assumes a domestic 
monopolist. However, the larger profits 
created by protection might induce (he entry 
of more domestic firms, resulting in the 
phenomenonof proliferating plants operating 
at suboptimal scale commonly observed in 
import-substituting developing countries. 
This can result in excessive entry costs (see 
Bhattacharjea, forthcoming, for an oligopoly 
model along these lines]. Export promotion 
may be another casualty, since the industry 
will then be characterised by both high costs 
and also greater competition, which 
undermines the output restriction that 
generated exports in the Bhagwati model. 

II 

Export-Promoting Quotas 

I now come to the case of quota protection. 
Maijit and Sarkar conectiy show that in the 
same setting, ’’trade liberalisation in the form 
of relaxing quantitative restricRons should 
promote exports” (MS, p 809), supporting 
what they call "the conventional wisdom” 
in favour of liberalisation. However, MS 
have overlooked the fact that quota relaxation 
also permits more imports, so the effect on 
net exports is ambiguous. Also, they have 
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only compared a more restrictive quota with 
a slightly less restnelive one; they have not 
compared cither with Tree trade. II quota 
relaxation promotes exports, then why not 
proceed to the logical conclusion ot this 
process; a very large quota that docs not 
bind, or even free trade? The matter clearly 
needs turlhcr investigation. 

In fact, it IS the quota itself that provides 
the monopolist with the ability to use its 
monopoly power by shielding it Irom 
imports. This allows it to curtail domestic 
sales and export the residual output, as in 
the ease of the tariff. Diagrams illustrating 
tlie cl feet of a quota tend to be messy, but 
ihe basic point can be seen Irom the figure. 
With free trade, we have already seen that 
there are no exports. Now consider the mast 
restrictive quota, that is, a complete ban on 
imports. This allows Ihe monopolist to 
operate anywhere along the domestic demand 
curve, or export along S^. Marginal revenue 
is therefore MBSp, and the monopolist sells 
AB in the domestic market at price OE. and 
exports BC at Ihe world price. This is exactly 
the same result as with the tariff at rate i 
(which maximised exports), and it has the 
.same deleterious consequences for welfare. 

However, as demonstrated by MS. relaxing 
the quota raises exports. (See their paper for 
(he diagrammatic analysis.)’ It can also he 
shown that the domestic price falls and social 
welfare n.se.s us the quota is relaxed. Exports 
can be maximised at AC with an import 
quota of AD. and welfare is then rc.stonxi 
to the maximum level we began with under 
free trade.' So if all we arc interested in is 
the volume of exports, a very liberal quota 
can do much better than a tarilT, and with 
welfare re.storcd to the free trade level too. 
The catch, of course, i$ that with quota 
relaxation, imports also increase.^ In fact. 


the maximum level of exports AC. requiring 
an import quota ot AD, gives Ihe same net 
imptiris CD as under free trade! Net exports 
therefore do nut ncces.sarily increase ns the 
quota IS relaxed from eero, and the ‘trade 
balance' for this particular commodity must 
eventually turn negative as the quota 
approaches AD. For the linear demand case 
used by MS. it can be shown that exports 
ri.se only half as fast as imports as Ihe quota 
is relaxed, so that tmy relaxation of the /.ero 
quota results in a reducuon of net exports. 
Thus, if we are interested in maximising net 
exports, a ban on imports (rather than 
liberalisation) is the unpalatable prescription 
of (he model, giving (he same result as the 
tariff of I in the figure. This docs not of 
course imply (hat this is a desirable export 
promoting policy. Mo.sl of the arguments 
advanced above against using a tariff (all 
except points and 4) arc equally relevant 
to using a quota for export promotion. 

Ill 

Conclusions 

We thus see that Marjit and Sarkar’s 
demonstration ot protection inducing exports 
1 $ a special ease of a special model, involving 
a single domestic firm with marginal costs 
that are low in relation to the price at which 
It can export. It applies only to a range of 
high tariffs and very restrictive quotas, and 
even then is not really advisable.' I am not 
committed to the kind of welfare calculation 
used in neoclassical trade theory, but it docs 
serve as a benchmark and as a reminder that 
policies that might appear attractive can be 
at the expense of consumers. However we 
choose to measure this, it must be factored 
into our evaluation of policy proposals.* 
Nor do I dismiss the argument that 


protccti^ daifi sttineiimes promote exports. 
This can be more robustly based on infant- 
industry consideralionsinvotvingincreasing 
returns and industrywide externalities, as in 
the famous paper by Krugman (1984), or 
some o( the recent endogenous growth 
literature. (I might also mention Hilferding's 
1910 Marxist cla.ssic Finance Capital, which 
pointed out (hat German industrial cartels 
actively sought protection of their home 
market and u.scd (he profits earned there to 
cross-subsidise their exports.) The enduring 
dilemma for policy-makers is how to protect 
industrial infants without allowing them to 
become senescent, and to force them to 
export. 

Notes 

1 We need to assume some positive but aibiiiarily 
small transport costs to rule out Ihe possibility 
of exports under free iradc. for oiherwi.se the 
monopolist would be indifferent between 
supplying the doinc.siic and foreign markets 
at ihc price of OA. 

2 There IS u small error m their diagram, which 
dues noi however affect their result. They 
depict quota relaxation as "adownward paraltel 
shift" of Ihc domestic demand curve facing die 
inonopolisl. Enlarging Ihe quota should 
actually be shown as a leftward shift of only 
Ihc ponion of the demand curve above the 
world price (Ml) in our figure), since if Ihe 
monopolist charges lower prices il cun undereut 
imports and serve the entire market, regardless 
of the quota (see Helpmon and Krugman 
l989:27-.'i4J. However, ihcequilibrium is never 
on (his lower stretch of the demand curve 
(below D) since the opportunity lo export at 
Ihe world pnee makes S, the floor for peiccived 
marginal and average revenue. 
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1 Thciv IS in fact a disconlmuily as the quota 
limit approaclK's AO whcic the cqililihriiiin 
reverts to the liee iiailc seenario as the 
inonopolisi fiiuls it more piolitable to supply 
AC to the (Joinesiie iii.iikei II transport costs 
arc arhitr.iiil\ small, this osciirs when the 
piola IS aihilraiily close to Al), and we can 
ipnoie II toi practical puiposos 

4 We have in tact an unusual instance of two- 
way trade in identical products Itrander and 
Kruitinaii (Cht.l) dcmonsir.ited thi.s with an 
inici national duo|xdy iiukIcI As in their model, 
the basis lor this is price discriininalion. with 
ihc monopolist charjpnj! a lower price in the 
nurkei wnh more elaslie demand, i e ihc 
foreign m.irlcl Also, as m Iheir model, such 
apparently w .isictul eioss ha’ilinj;'ol ihc same 
floods mcie.isi s welfaic relalise to the autarky 
sc'cn.iiio (because ol eic.ilei compciilion). 
unless iransporl costs arc sipnilii anl 

5 MS aie alsosccplical ol the view Ihaldomesiit 
demand has a iiepalise elicit on csporis 
(lowcccr It IS case li. see that loi any aiven 
level ol Ihc larill or cpioi.i al whuh expiris 
an'lorthcomin^ ariy.hlwaidsliift in ihc demand 
ciiive does lead lo a rcdiiclion m the volume 
ol cv(xirls 

(i Some ye.irs .ipi. I inicivcncd in a veiy siimlai 
debate m /,/’lV m which Meliia, Nambi.ir and 
S.iu showed that a laiill on 'inpons liom a 
/oieic'it mono|xdisi would io.ee.. reduction m 
the import price Theie loo I (xnriled out that 

la) this was a siandaid lesiill m llie lileralure 
on trade policy under mi)X.'ilect coin(x;ti;ion 

lb) that It was subieci loseveialcpialilicalions 


IN hisaiticic M H Bahi.StibialimanyaiZvf’lV', 
May 27) gi'Ts a brief hisiorical survey ol 
policy ineaMiies coiiccrnccl wiili small-scale 
Industry i.SSI) in India, lie then carries out 
a somesvhai detailed cxurninalion ol 
reservaiion lot S.SI - a unique aspec i ol Ibis 
[xilicy. According’ lo him. this is ncilhcr 
b.ised on econonne lojiic nor ha.s il deInered 
Ihc poods in terms of objeclivcs tullillcd 
I'urther. he is ol the view [hat the reset valiori 
policy lor .SSI dex-'s not fit in with the scheme 
ol things whenihewhiilwindol liberalisation 
and globalisation i.s sweeping most coimirie.s 
including India off ihcir feet 
Thciecan indeed be no dispute wiih .some 
ol his basic aigumenis There is universal 
agreemeiii on the point repeated by him that 
it there i.s a sector with very tew economies 
ol scale and competitive conditions prevail, 
economic rationality wdl lead lo production 
taking place only on a .snnil .scale, reset vaiion 
or no reservation. Hut if there arc considerable 
ceononiics ol se.ile. a firm coniim.ing to 
rental n smal 1 )us| to reap the special mceni I ves 
for small firm.s would be denying the 
consumers and the cconorry the many 
advantages ol large-scale production of the 
commodity concerned. A policy of 
reservation can abet this tendency, since it 


including the convexity of the demand curve; 
and (c) the price lo domestic cuiisuincrs would 
still rise, so Ihai a lanff would nut yield the 
Tree lunch' they thoughi il would .See 
Bli.illachai|ca tlUHH) for a summary of this 
controversy 
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disallows large firms Iroiii entering the 
industry and oulcompeimg the incflicient 
and small turns All this comes out 
prominently in the case ol s.inie .sectors ol 
modern .S.SI v/hcic. due lo linaiit. i.il inability 
or possible unwillingness lo cease being 
small, lirms do not go m (oi ie''hnological 
iipgiadalion and large linns, willing and 
.ible to do ,so. aic prevented liom ciiieriiig 
the licid 

One IS lonsir.uned. however, to quc.siioii 
Ins reasoning that rcscrv.iiions for .SSI leads 
to .1 compeiilion lice siiutiiion. It goes 
wiihoiii saying Ih.ii seciors with little 
economies ol scale are the onc.s where 
conditions arc tiiilor-made for the prevalence 
of coinpcTilion with a large number ol small 
producers e.icli pioducmg a very small part 
ol the output of the indiisiiy and hence 
having little control ever lolal supply. 
Rc.servation docs prohibit large pitKlucers. 
who would in any case not have much 
economic logic lo enter the lield, from 
entering the Iray There is. however, no bar 
on as many small entrepreneurs entering the 
field as arc able'and willing to do so. The 
argument that reputed concerns with money 
to invest arc prevented Irom entering the 
field IS also noi true because there arc many 


instances of the starting, clandestinely or 
even openly, of small-scale subsidiaries of 
large-.scaleconcems. Fuithcr, large concerns 
which export more than 75 per cent of their 
output arc not prevented from entering an 
industry even if it is reserved for the small 
sector. Moreover, the policy of re.scrvation 
coupled with concessions enables 
eniieprcncurs willing to enter any .small- 
scale industry to do so without much 
dilllculiy. In view of all this the argument 
that reservation for small-scale industry has 
led to the curbing ol compctilion docs not 
seem to cut much ice at least in sectors where 
there arc little economics ol scale ' 

One IS also sceptical about the point made 
by Hala .Subrahnianya that '•eservation has 
not ledtodiversiCtcdgiowthol small industry 
Me bases his argument on the find'iig luiin 
the two Censuses ol .SSI. he uses Ihc lad 
that 78 per cent ol the value ol output of 
reserved SSI in l‘7h7-88 came bom just 48 
out ol the 84.^ reserved items lo rub m his 
ponii that 'here has not been diversilied 
development of small inilusiry Hut in the 
s.imc breath he complains ol 'he bill in the 
relaiuc share in the reserved S.SI oiiipul of 
11 topiiems.whichhavebeenonthere.served 
list Irom ihe l‘77l)s, Irom atound half lo 
ahoul l/8lh between l‘>77-78and l'787-88 
II both the pieces ol evidence are taken 
together, they only indicate that while Iheie 
IS domination by some sectors, this is 
becoming less over lime. In any case, he 
himsell admits that comparisons over time 
are dilfieull because of the lad that the 
number ol items on the rc.servcd list ha.s been 
iindeigoing changes over lime. On top of all 
this, in view' of Ihe heterogeneous nature of 
items in Ihe reserved list, there isnoeconomic 
logic to cxpcd diversified growth of .sectors 
in Ihe reserved sector. 

The weakest link in Bala Subrahmanya’s 
argument is the discussion on relative rales 
ol capacity uiilisulion and of giowih of the 
reset ved and unreserved sectors of the S.SI 
I Ic infers from Tables 2 to 4 and 6 to 8 that 
capacity utilisation as well as growth for Ihc 
rc.servcd sector is considerably lower than 
that for the .sector as a whole. I'abic 2 indicates 
that capacity uiiii sution for the re.served .sector 
has incrca.scd over lime m conirasi with 
capacity utilisation for Ihe S.SI and al.so that, 
while capacity utilisation (or the reserved 
sector IS lower than that lor the SSI us u 
whole, thisdiflercncc IS declining overtime. 
He makes mtire direct romp.irisons be! ween 
capacity utilisation in reserved and 
unreserved sectors in Table f. The table 
reveals that there arc no majbr difference, 
in capacity utilisalion between the 843 
reserved iicm.s and the 6,577 unreserved 
Items. In tael, while Ihc figure for capacity 
utilisation lor Ihe former is 47.43. the 
corresponding figure lor Ihc latter is only 
a little higher at 50.49. Actually of the 17 
industries which are considered for 
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comparing reserved and Unreserved items, 
there are six for which capacity utilisation 
is higher for the reserved sector compared 
to (he unreserved one. Regarding relative 
growth rates again, the evidence .provided 
is lar from conclusive. Table 4 gives rates 
ol growth for three years. 1985-86 to 1987- 
88, and shows that while the reserved SSI 
sector grew at the rate of 10.3 per cent per 
annum, the corresponding figure tor the 
unreserved sector is higher at 13 per cent. 
It IS, however, usual and more meaningful 
to calculate growth rates for longer periods 
and this is done in Tables 6 to 8. Table 6 
indicates that for the top 11 items which 
have been on the reserved list since the 
1970s, the growth rate comes out to be 11.55 
percent for the period 1972-73 to 1987-88. 
Tables 7 and 8 show that while the average 
rate of growth for six lop items which were 
taken off ihc re.served list during the period 
was only 13.87 percent the 10 items which 
entered the reserved category during this 
|)criod experienced a much higher annual 
growth rale ot 23..34 per cent 
Some recent evidence regarding the 
relative pcrtorinancc of SSI in comparison 
with large-scale industry in India by 
Siibrahnianian (1995) enables us i(> draw 
interesting inlerences not supportive ol the 
ones by Bala Subrahmaiiya. Stibrahinanian 
analyses ASI data for 1990-91 to show that 
capital prixli'cliviiy starts declining alter the 
llrm reaches the size-class ol 50-99 workcis 
With an average capital l.ihoiir ratio ol Rs 
48,530 lor this .size-class, ihc results may 
he considered to indicate that, in general, till 
the stage the small linn expands to h/ivc a 
capital ofRs 36.40 lakh, there arc clear cost 
advantages ol expansion in terms ol size. In 
Indi.i, however, SSI units have bcendclined, 
since 1991. as units with fixed as.scis valued 
up to Rs 60 lakh. So the argument mat 
certain items reserved for production by 
such SSI units are ipso facto inclllcicnt 
because they cannot reap reduction m cost, 
available as a rc.sull of expansion, does not 
cut much ice. Further. .Siibrahmanian (1995) 
provides considerable evidence to suggest 
that the SSI sector, in the prntcLtive 
framework, has shown a relatively beiic'- 
pcrlormanccin terms of output, employ mcni, 
transformation cttieiency and capital 
productivity in comparison with Ihc large- 
scale sector. He docs throw up some evidence 
also to prove that techntilogical progress of 
SSI in India has been rathei low and hence 
makes a plea lor a promoiiunal policy along 
the lines of South Korea, combining credit 
suppoii with technological development. 

Hiere IS thus nuclear and definite evidenc 
so far to warrant the dubbing of reservation 
as (he villain of ihc piece in the policy 
package for SSIs in India. Much more in- 
depth and detailed comparative studies are 
called for before any such inference can 
be drawn. One has hence to consider the 


somewhat impressionistic argument 
that SSIs in India are technologically back¬ 
ward as a result of protective measures 
tike reservation with great caution. Such 
views have to be taken alongside the find¬ 
ing ol Freeman (1974) that small-scale 
units are better than large-scale ones in 
terms of innovation and in their inven¬ 
tive performance pe, unit of R and D 
expenditure 

IThf author wishes to thank N K Nair o) the 
Nalional Productivity Council for usclul 
discussions while holding sole and full 


responsibility Tor views expre.sscd. Thanks 
are also due to Alchyuia Ran for secretarial 
assistance) 
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CHASE 


THE CHASE MANHATTAN BANK, N.A. 

(Incorporated in the USA with Limited Liability) 

BOMBAY BRANCH 


BALANCE SHEET AS AT 31ST MARCH. 1995 


Schedule 


CAPITAL & LIABILITIES 

Capital 

Deposits 

Other Liabilities and Provisions 
TOTAL 


ASSETS 

Cash and balances with Reserve 
Bank of India 

Balances With banks and money 
at call and short notice 
Investments 
Hxed Assets 
Other Assets 

TOTAL 


Contingent Liabilities 
Notes on Accounts 



(Rs in '0(X)s) 


As at 

31.03.1995 


380.781 

3 

68,766 

449,550 





1,453 

107,900 

38,645 

247,771 

449,550 


20,622,128 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED 3!^ MARCH, 1995 


(Rs in '000s) 


Schedule Period Ended 
31.03.1995 


I. INCOME 

Interest Earned 
Other Income 

TOTAL 

U. EXPENDITURE 

Interest Expended 
Operating Expenses 
Provisions and Contingencies 

TOTAL 

III, PROFIT/LOSS 

Net Profit/(-) Loss 
for the year 

TOTAL 

IV. APPROPRIATIONS 

Balance carried over to 
Balance Sheet 

TOTAL 


Notes on Accounts 


11,469 

894 

12,363 


3,259 

73,146 

3,430 


79,835 


-67,472 


-67,472 


-67,472 


-67,472 



The Schedules referred to herein form an integral part of the 
Balance Sheet. 

This is the Ralance Sheet referred to in our Report of even 
date. 

For SHARP & TANNAN 
Chattered Accountants 
By the hand of 

Sd/- 

M. P. Narsang 
Partner 


Bombay 

Dated: 17th August, 1995 


The Schedules referred to herein form an integral part of the 
Profit and Loss Account. 

This is the Profit and Loss Account referretl to in our Report 
of even date. 

For THE CHASE MANHATTAN BANK, N.A. 


Sd/- 
Franit Kodc 
Chief Executive Officer 

Sd/< 

Mahesh Aras 
Chief Administrative Officer 
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CHASE 


THE CHASE MANHATTAN BANK, NjV. 

(Incorporated in the USA with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET 



(Rs in ’000s) 


(Rs in '(XX)s) 


As at 


As at 


31,03.1995 


31.03.1995 

SCHEDULE 1- CAPITAL 


SCHEDULE 6 - INVESTMENTS 


Staxt-up Capital as prescribed by 


Investments in India 


the Reserve Bank of India 

313,309 

Government Securities 

107,900 

Additions during the year 

67,472 

TOTAL 

107,900 

Of this, Rs 20,{X),(XX) is deposited with 




the RW under Section 11(2) of the 
Banking Regulation Act, 1949 




TOTAL 

380,781 

SCHEDULE 7 - FIXED ASSETS 


SCHEDULE 2 - DEPOSITS 


Other Fixed Assets (including Furniture 


Demand Deposits: Prom Others 


and Fixtures) 


3 

Additions during the year 

46,869 

TOTAL 

3 

Depreciation to date 

-8,224 



TOTAL 

38,645 

SCHEDULE 3 - OTHER LIABILITIES 
AND PROVISIONS 




Others (Including Provisions) 

68,766 



TOTAL 

68,766 

SCHEDULE 8 - OTHER ASSETS 


SCHEDULE 4 - CASH AND BANK 


I. Inter-office adjustments (net) 

17,732 

BALANCES WITH THE RBI 


II. Interest accru^ 

III. Others (includes balance of loss as 

6,034 

I. Cash in Hand (including foreign 


per Profit and Loss Account 

224,004 

currency notes) 

II. Bdanccs with Reserve Bank of India 

4 

53,777 

TOTAL 

247,771 

in Current Account 




TOTAL 

53,781 



SCHEDULE S - BALANCES WITH 
BANKS AND MONEY AT CALL 


SCHEDULE 9 - CONTINGENT 


AND SHORT NOTICE 


LIABILITIES 


I. In India: 


1. Liability on account of 


Balances with Btmks 


outstanding forward exchange 


In Current Accounts 

1,410 

contracts 

20,4^,891 



□. Guarantees given on behalf of 



1,410 

. constituenu in India 

170,759 

D. Outside India 


ni. Estimated amount of contracts 


In Current Accounts 

43 

remaining to be executed on 

Capital accounts not provided for 



43 

(net of advances) 

478 

TOTAL 

1,453 

TOTAL 

20,622,128 
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CHASE 


THE CHASE MANHATTAN BANK, N.A. 

(Incorporated in the USA with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rs in '0(X)s) 


Period Ended 
^1 03.1995 


(Rs in OOOs) 


Period Ended 
.31.03.1995 


SCHEDULE :0 - INTEREST EARNED 

1. Income on Investments 
II Interest on balances with RBI 
and ''•t'er inter-bank funds 
III. ' Hhers 

TOTAL 


SCHEDULE 11 - OTHER INCOME 

I. Commission, Exchange and Brokerage 

II. Profit on Sales of Investments (Net) 

III. Profit on exchange transactions 

IV. Miscellaneous Income 

TOTAL 


SCHEDULE 12 - INTEREST 
EXPENDED 

I. Interest on RBI/Inter-bank borrowings 

II. Others 


SCHEDULE 13 - OPERATING 
EXPENSES 


I Payments to and provisions for 

employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

IV. Advertisement and publicity 

V. Depreciation on Bank’s property 

VI Auditor’s fees and expenses 

VII. Law charges 

VIII. Postage, telegrams, telephones, etc. 

IX. Repairs and Maintenance 


X. Insurance 


XL Other expenditure 


TOTAL 


TOTAL 


73,146 
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CHASE 


THE CHASE MANHATTAN BANK, NJ^. 

(Incorporated in the USA with Limited Liability) 

BOMBAY BRANCH 


Schedule 14 — Notes foiming part of ,.he Accounts for the year ended 31st March, 1995 

1. Principal Atxounting Policies 

(a) General 

The accompanying financial statements have been prepared on the historical cost basis and confom to the statutory 
provisions and practices prevailing in the country. 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close ot the year. Non¬ 
monetary assets have been carried in the books at the contracted rates. 

(ii) Income and expenditure items have been translated at the exchange rates ruling oi. the date of the transaction. 

(iii) Outstanding forward foreign exchange contracts have been revalued at the exchange rates prevailing at the close 
of the year and the resultant profit/loss is transferred to revenue in accordance with FEDAl guidelines. 

(c) Investments 

(i) Investments categorised as ‘permanent’ are valued at cost. The excess of acquisition cost over face value is being 
amortised over the residual maturity and the discount over face value, being unrealised gain is ignored. 

(ii) Investments categorised as ‘cuirent’ are valued as follows: 

- where quotations are available, at cost or market value, whichever is lower. 

- where quotations arc not available, on a yield to maturity basis as prescribed by Reserve Bank of India 

(d) Fixed Assets 

(i) Premises and other fixed assets have been accounted for at their historical cost. 

(ii) Depreciation has been provided on the straight line method at rales specified by The Chase Manhattan Bank, 
N.A. In respect of additions during the year, depreciation is provided with effect from the month in which 
the addition is made. In respect of sale/disposals, no depreciation is provided in the calendar month in which 
the asset is disposed of. 

(e) Staff Benefits 

Contributions to the Gratuity and Pension benefits are made on cash basis. 

(f) Net Pro(lt/(Loss) 

The net loss disclosed in the Profit and Loss Account is after: 

(i) Provisions for taxes on interest income and wealth tax in accordance with statutory requirements. 

(ii) Adjustment to the value of ‘current’ investments in Government and other approved securities in India valued 
at lower of cost or market value, whichever is lower. 

(iii) Other usual or necessary provisions. 

2. .This being the first year of operation, the accounts have been prepared for the period from 21st September, 1994 

to 31st March. 1995. Consequently, Previous Year figures have not been given. 

3. Expenses relating to the Bombay branch, incuned by the Head Office and other Chase offices have not been charged 
to the Profit and Loss Account. 

4. Pre-operative Expenses incurred by the Head Office on behalf of the Indian Branch amounting to Rs 21,469,290 
are to be amortised over a period of 48 months. An amount of Rs 2,683,662 has been amortised pro rata It the 
Profit and Loss Account under the head ‘Other Expenditure‘ and the balance amount of Rs 18,785,626 has been 
carried forward under the head ‘Other Assets'. 

5. Other Expenditure, inter alia, includes recruitment expenses, professional charges, travelling, conveyance and business 
promotion expenses. 
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CHASE 


THE CHASE MANHATTAN BANK, N.A. 

(Incorporated in the USA with limited Liability) 

BOMBAY BRANCH 


Auditors’ Report on the Indian Branch of the Chase Manhattan Bank, N.A. 


We have audited the attached Balance Sheet of the Indian Branch of the Chase Manhattan Bank, N.A. as 
at 31st March 1995 and also the annexed ProHl and Loss Account of the Indian Branch of the Bank for 
the period ended this date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 
1956, the Balance Sheet and the Profit and Loss Account, are not required to be and are not drawn up in 
accordance with Schedule VI of the Companies Act, 1956. The accounts are, therefore, drawn up in conformity 
with Forms ‘A’ and ‘B’ of the Third Schedule to the Banking Regulation Act, 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949. 

a) We have obtained all the information and explanations which to the best of our knowledge and belief 
were necessary for the purpose of our audit and have found them to be satisfactory. 

' b) The transactions which have come to our notice have been, in our opinion, within the powers of the 
Indian Branch of the Bank. 

c) In our opinion, proper books of accounts as required by law have been kept by the Indian Branch 
so far as appears from our examination of those books. 

d) The Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this 
report are in agreement with the books of account. 

e) In our opinion, and to the best of our information and according to the explanations given to us, the 
Balance Sheet and Profit and Loss Account, together with the notes thereon, give the information required 
by the Companies Act, 1956, in the manner so required for the Banking Companies and give a true 
and fair view of the state of affairs of the Indian Branch of the Bank as at 31st March, 1995 and of 
its loss for the period ended on that date. 


Sd/- 

SHARP & TANNAN 
Chartered Accountants 
By the hand of 


Bombay M. P. NarsAg 

Dated; 17th August, 1995 Partner 
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Innovation and Liberalisation 



A I'calurc of India's technological development is that whatever little 
innovation has taken place has been minor innovation, including adaptation 
ol process to indigenous raw matcials. instead of major innovations at the 
fronticr.s of technology. Can the present liberalisation efforts through 
successive reduction of tariff rates reverse the trend .’ 2269 


Too Close 


While there has been so much concern about the presence of foreign 
troops in Jammu and Kashmir compromising the country's sovereignty, 
the anny and everyone else is complacent about the rapidly expanding 
Indo-US military tics, including the participuiion of U.S nuclear 
powered vcs.scis in joint exercises in the Indian Ocean. 2228 

Experience of Widowhood 

Patriarchal practices among the different castes, though di.ssimilar. arc part 
of a larger structure of caste. pnxJuclion and reproduction. Further, 
cultural codes form a basis for the hierarchy of castes in which not only 
arc castes ranked in an elaborate hierarchy, but there is an ideological and 
material rationale lor the hierarchy. The expcncncc of widowhoixl must 
be firmly situated in a certain kind of production relations apart from 
its patriarchal context. 2248 


PDS and the Poor 

The revamped public distribution 
system inlroduec'd m 1992 was 
meant to expand and improve the 
system ol delivery of commodities 
through fair price shops, especially 
in 'backward' areas. Has the 
scheme worked'.' 2230 

Water Management 

The government's recently-evolved 
approach to watershed development 
in drought-prone areas, while 
allowing lor greater local level 
flexibilily, still ignores gender 
issues and common property 
resources. 2231 

Stagnant Scholarship 


Rewarding Neglect 

The prime minister s intervention 
overturning the rural development 
mmisti 7 's decision to withhold 
development funds to the stale for 
non-compliancc with the requirement 
of holding panthayai elections only 
shows the Congress Party's 
disinterest m revitalising the 
paneh.iyal system. 2235 

Women’s Voices 

In social sciences, especially in 
women's studies, there is a time ju.si 
to listen and a time to analyse. 'The 
present in feminist academies is a 
lime to listen and tor the time being 
pul theorising and analysing 
on the back-burner. 2272 
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.Dxectijir 


Unlike other area studies, the study 
of Indian polities in the US has 
remained a stagnant sub-ficId of 
American political science While 
there are ideological and acadcmic 
reasons for this, it also stems from 
the restrictions placed on foreign 
scholars by the government 
of India. _^ 

People at Work 

America's poor are disappearing 
into prison.s and into correcuonat 
industnes where the unemployed 
and the reserve army ol labour 
are being held in place. 2237 


Police Rights 

With the Lett Front government in 
West Bengal deicnding every action 
ol the Mate police, the Congress 
IS emerging as a champion ol 
human rights _ 2234 

Population Dynamics 

Contrary to cusiom.iry assumptions, 
population growth in conjunction with 
other determinants iif dcvciiipmeni 
has in many instances promoted 
.social change, and has even been a 
boon to economic giowth in the 
newly industnaliscU countries 2272 


LETTERS TO EDITOR 
Fiscal Transfers to States 

TMIS IS wiih rclcicncc lo H P R Viihal’s 
comnii-nis (July 15) tm my article tin the 
Report ol ihe teiiih I'lnaiicc Commission 
;April ’2) 

I jin prep.ireJ in \iew jif wji.il Viih.il 
points out, loseiile lor iwo-.iml-a-hall cheers 
lo the I (•(' lor lelerrinj; to Raj Krishna's 
eievvs on Ihe conirihtilion criterion Ka| 
Kiishna's Jisscntiiii: note to the Seventh 
Commission's Report had succtnctly and 
conclusively arj;tied thee ase both lorsh-irinj: 
iiuomc i.iv and excise duties on identical 
critciia and loreliminatiiij; the contrihtition 
criterion in income tax I Icit that the 1I C', 
by not quoiinj! Raj Krislin.i's arittimcni in 
lull, had misscil the opporfiinily lo };ain 
sirenj.’lh lot its views Util, then, I suppose 
that no l-in.incc Commission likes to dilute 
the oiiginaliiy ol its recommendulioiis 

Viihal’s second comment is Ihe 
substantive one In the alternative scheme 
lor devolution I had pio|)osed. I Inid 
suggested including plan Iranslers m the 
revenue account in the constiiuiionally 
entrenched ratio lor sharing the centie’s 
aggregaietax revenues with ihesl.iles Viihal 
does not lind this acceptable on the ground 
that my suggestion "ignoies the lad that 
plan iranslers to the states h.iv e been etmung 
not out ol the lax receipls ol die centre but 
Irom ilsdelicil" No iranslei ol any kind can 
come out’ ol a delicii. delicits result liom 
ir.mslers and not vice versa Obviously what 
Viihal appears to mean is that with the 
centre's- revenue account being in delicit 
■liter allowing lor iis non-plan revenue 
expenditures and St. iiuiory ilevoluiiotis there 
IS no room lelt lor pl.in tr.insicrs In laet, as 
table 5 m my .iriicle shows, the centre’s pre- 
devolution surpluses were not adcc|uale lor 
making even the statutory ir.msiers to states 
in tour out ol live ye.irs during PJVHI-dl to 
IW4-95 As Viihal himsell points out, the 
situation has worsened in 1995-96 (HE) 
despite Ihe n-C's v.iliani reassessment of 
the ecnirc's lorecasi lor which Viihal c laims 
credit. In other words, even statutory 
Iranslers have been (partly or wholly) 
"coming out ol Ihe delicil" (.is Viihal might 
say) Would this then not contradict the 
TEC’s propos.il lo entrench statutory 
Iranslers as well .n the Consiiiulion'.’ 
.Secondly, there is no reason why plan 
ir.mslers cannot .ilso be m.ide statutory In 
paragraph 2.27 ol its report the TEC has said 
"We are of the view ih.it there ts a clear 
rationale for the Einancc Commission lo 
deal with the revenue .tccouni as a whole, 
and not merely Ihe non-plan revenue 
expenditure’’ All that my proposal docs is to 
operationalise this clear rationale by 
including plan iranslers (at historical levels) 
within the purview ol the constitutional 
entrenchment, extending the TEC’s own 
recommendation that Iransfeis to slates could 
be so cnirenehed. If you can half-cross the 
well why not do it fully'.’ 

What concerns me most is Vithal’s stand 
that conscc|ucniial revenue delicits at the 


centre should be a dccidtng factor in 
deicrniining transfers to states on the 
revenue account instead of such transicrs 
being rc.tsonably adequate lo cover the 
revenue delicits in the stales Action is 
clearly necess.iry at both levels to bridge 
revenue delicits and all the more so at the 
centre lor the states arc not tn a position to 
print notes There is surely much scope for 
the centre to reduce its revenue delicit by 
economising on its expenditures and by 
raising more revenues rather th.in by 
reducing ir.mslers to states In p.irticular. 
the centre has miscr.ibly laded in enlorcing 
the collection ol l.ixes sh.ireable with the 
st.ites I li.id dr.iwn .itleniion to this in Ihe 
lollowing paragr.iph of my article 

li IS a iii.illc'r lor much (lis.ippoiiiliiic'iil ihji the 
TEC. while leviewing the venue's tinevasis 
has mil releired to Ihe need (oi hellei 
enlorcemeni m die eolleviKiii of Ihe sh.iieahle 
l.ices High levels ol tax evasion in peis.mal 
iiivoine laves ,111.1 in ex vise duties h.oe seriously 
leop.iulised Ihe levenues lli.il the si.lies vould 
ex|K‘vl lo gel Irom iliese Iwo souives Ihe lax 
Keloiiii Coiiiiiuilee under ilie chaiiiiianship ol 
Kaia Chelliah had poinle.l out that not more 
ihan tOl.i pel vein oi legally taxable iiivomes 
III India are K-mgdisv losed lor peisonal iiivoiiie 
lax.ilioii ll has esiim.iled Ih.il il a 60 |k-i vein 
(liselosiiie IS enlorved and ihe aver.ige ellev live- 
tax r.ite Is improved troin Ihe eurieni tti |h.'t vein 
III 20 per vein, ihe yield lioin nivome lax would 
go up lo 2 S nines ils present level .Siiml.nly 
there iscleaily inuvh svopelornllprovlngexnse 
ylelds ihioiigh tavkhng lax evasion Given this 
baekground the C'oiiiinission's silenve on the 
importanve of curbing evasion in improving 
receipls at both levels and the eenire's tesponsi - 
bilily in Ihe mailer is indeed a serious lapse 
ll IS indeed regrettable Ih.il the only 
iTietnbcr of the TEC with experience as a 
Itn.mce secretary m a in.qor state should 
have taken such a pro-ceniiist stand .is that 
implied in Viihal's letter. 

.S Gnixs 

M.idras 


Path of Growth 

THE Review ol Poliiicul Economy (June 29) 
especially Romesh Diwan’s article merits 
attention and discussion Romesh Oiwan is 
right in saying that it is diflicult to say who 
wasguiliy in the story ol/frimr;v<r/i Similarly, 
in a story of economic relorms how can one 
prove beyond doubt that the power base is 
shilling Irom industrial lo tinaneial capital. 
Thc.se are so interdependent and inseparable 
ihat Ihc story might end up in a discussion of 
the egg anci the hen. In u political system 
based on a particular ideology evtry policy 
including economic relorms will he 
motivated by that political ideology. 

Presenily at the m.icro-level power is 
associated with technological strength. Tlicrc 
was a time when power was associated or 
equated with m.inpowcr. Then came a period 
when ‘isms’ were the dominating lactors. 
With the liquidation ol EISSR as a super¬ 
power. we are banking on technology as a 
source ol economic growth. Capital and 
lechnology arc presently conceniraied in a 
lew developed countries. The armed forces 
ol these nations .ire pow being deployed 
u> saleguard technological or industrial 
iiiicrests. The Gull war wiih ihe intervention 
ol muliinaiional armed lorces is one recent 
example. 

II the route for economic growth has 
been charted through technology, then any 
govcinmeni will h.ivc to depend upon 
rich people (whether NRl or resident non- 
Indians). The rules ol economies, the 
politics of power, Ihc desire to become 
rich and a corrupt government m.ichinery 
are some important lactors which are 
le.tviing us down Ihc garden path as we arc 
not prepared to hve once .ig.iin as a tribal 
society. 
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E ven as ihc gruesome accident at Fero/abad claiming over 
450 lives is rapidly vanishing from public memory, what is 
clear is that it was entirely avoidable - it was no freak incident, 
nor were there unprecedented and unexpected events, mechann. il 
or human, which could not be loreseen F'or. going by the record 
of the railways in the past lew years, the deterioration which has 
set III at every level ofthe orgnisation. the mis-priorilisaiion and 
most of all the politicalisation', a maior disaster was on the 
cards It jusi so happened that it occurred at Fero/abad 
The railways are in a .sense the last bastion of public enterprise, 
the only existing st.iic-scctor empire which may be exploited to 
advantage by political p.irties elected to give direction to the 
administration ofthe state And in the years past the railways 
have yielded great gams - every minister in charge has been able 
to go back to the people (ol his constituency) at election time 
with promises and ‘gilts’ of railway lines, extra superfast trains, 
electrification ol tracks, new stops, and so,on Such components 
as signalling and safety equipment are hardly the visible ‘rewards’ 
one can talk about on public platforms No other public sector 
enterprise owes so much lor its destruction to the public servants, 
VI/, the political leaders and the bureaucrats, asdoes the railways 
Ironically, it is in fact the capability ofthe railways to provide an 
infrastructure-starved people with reliable and cheap service 
that has led to the distortions m their development 
Having fixed the major blame for the accident on f ihorelal, the 
absconding switchman at Fero/abad, the railway safety board 
inquiry will, no doubt, routinely review the factors contributing 
to the mishap and produce a set of recommendations, which in 
lime will add to the files at Rail Bhavan. or wherever it is that 
such documents find their place of rest. The attitude, whether of 
political leaders and parties, the people’s representatives or rail 
bureaucratsor the technical experts is not of problem-.solving but 
of finding a victim or victims. And, while the fact that the railway 
mini.sterdid not own moral responsibility for what is alter all one 
of the worst di.sa.siers for the Indian Railways, is repugnant, it is 
rather pointless to attempt to foist such a responsibility on the 
conscienceless. 

Even in the realm of fixing technical problems which have 
contrihuted to the accident, the entire exercise is directed at 
apportioning blame rather than attempting to limit or eliminate 
a repetition of the disaster. Much has been said about the 
inordinately slow pace of introducing track ciauiting and panel 
interlocking .systems and the provision of axle counters on trunk 
mutes and auxiliary warning systems. The section where the 
accident tmik place, although one ofthe busiest in the region, did 
not have any of these features which make for safety and can al.so 
override manual mis-signalling. There has also been agreat deal 
of discussion about Ihc need for greater sophistication in 
communication and signalling systems. These features have 
been progressively approved by the various departments of the 


railways at differenl times, usually in response to particular 
events which have then been fitted into a modernisation 
programme. Moreover, the existing structure of responsibilities 
in the Railway Board, as the Prakash Tandon committee 
reportedly noted, has led to mter-disciplinc rivalries. Safely, for 
instance, is everybody’s concern but really nobody’s, with Ihc 
existing directorate of rail safety given low pnonly and status, 
intcr-departmental and inicr scrvicc rivalries and petty quarrels 
have been allowed free play to the extent of severely damaging 
ihc system 

The railways have long suffered not only from being treated as 
Ihc politicians’ own bounliful ‘gifi bag’, bui also, like .so many 
other public sector giants. Irom the destructive effects of the 
policies followed by the ruling elite. Railways’ capabilities in 
the area of research and development have been systematically 
undermined and undervalued Imports have been preferred to 
indigenously dc\eloped products, whether it is sophisticated 
locomotives, w.igons and carnages or communication and 
signalling systems. There arc so many stones of indigenously 
developed products being rejected for flimsy reasons, such as 
non-compliance with delivery dates, non-availabiluy of minor 
features, inability to provide impossibly high performance 
guarantees or stated cost factors while accepting outmoded, 
poor quality foreign equipment. 

Inicicstingly. the government has coincidentally tabled in 
parliament the report ol the railway convention committee 
constituted to review the progress of the modernisation 
programme, w hich more or less dismi.s.scs the R and D capa¬ 
bilities ol the railways. On the ground that the railways were not 
capable of taking care of the modernisation cllorts. it recom¬ 
mends that other public sector undertakings and lITs .should be 
approached to help in the required innovative efforts. It is 
hard to accept that the railways’ consistent efforts to create an 
R and D base in all aspects, some of which have contributed to 
railway projects abroad, should now be found so wanting. There 
has al.so been the move towards ’full automation’, despite the 
fact that such a programme would not only be financially 
unviable. but perhaps even unnecessary in the light of other 
countries’ experience. 

In other words, there is an irrationality in the response of the 
authorities to the accident. Even before the inquiry report is out. 
moves arc already on to pu.sh favourite solutions, giving little 
thought to what is obviously a high prionty - to examine the 
report of the committee set up to review modernisation and 
ensure that it has indeed gone into the problem thoroughly, and 
then to arrive at comprehensive programmes which would make 
the railways not only more efficient and modem but, most 
importantly, safe. The human cost of rail accidents such as the 
Fero/abad one is t<Hi high to be paid for the shenanigans of 
pohtical leaders and their anti-people policies. 



PUNJAB 

Uncertain Times 

THE nssassination of Beam Smgh. chief 
ininisicr of Punjab, docs not signify revival 
of the mililani movcmeni in the stale. The 
movement had never died down; it had only 
been suppressed or driven to exist outside 
Punjab. 

The conditions which gave binh to the 
militant niovenieni, in other words, remain 
to be tackled And so do the consequences 
ol the policy ol suppression such as the 
widespread violation of human rights which 
helped the movement lake-riHU, While the 
violation continued even after the movement 
was officially claimed to have been wiped 
out. It has already lound a resurgence alter 
August ^ 1 and is bound lo gather force in 
the coming days and monihs 

The real significance of the assassination, 
therclorc. lies in the poliiical sphere, 
particularly the inipaci it will have on the 
lortunes ol the Congress and the Akalis in 
the state These lortunes will, nevertheless, 
havea lot lodo with the policy of suppression 
which linds coniinualion in ihc ligure of 
KPS Gill, the stale police chiel. 

Since the mam victim ol this policy will 
be - as It was earlier too - the rural 
population. II may strengthen Ihc tecimg of 
re.scniment, in this segmeni ol the populace, 
against the Congress On the other hand, the 
urban, especially the Hindu, population, 
which has traditionally lavoured the policy 
of suppression of militancy, will feel 
constrained to reintegrate its support behind 
the Congress government which may have, 
in the last couple of years, tended lo waver. 

The resentment against the Congress 
among the ruralitcs will not neccs.sarily 
benefit the Akalis, p.irliculurly the hardliners 
among them. In laci. ihe hardliners, who 
back the militant movement, have enjoyed 
very liiile support m the countryside which 
has remained confined to a limited number 
of rural pockets. In the period immediately 
before the Beam Singh government took 
over, this support, too, had tended to 
evaporate due to the excesses committed by 
the militants with regard to the rural 
population. In other words, during the 
heyday ol militancy rural Punjab had 
rejected both the Congress and the militants. 
This rejection, however, did not translorm 
into allegiance to the moderate Akalis who 
h.ad cither ceased to exist or were lying low. 

It was only when the Congress government 
forced the militants to go underground that 
the moderate among the Akalis began to rc- 
emerge and regroup their forces. Led by 
Puikash .Singh Radal, who had never openly 
challenged the militants, they had of late 
been extending (heir base as was evident 
from the couple of vicioncs they posted in 
the .issembly by-clcctions. This priK'css 
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may now suffer a temporary setback due to 
the general hardening of public feeling in 
the wake of the assassination. On Ihc other 
hand, the moderate Akalis may actually 
gain from the assassination and its aftermath 
with both Ihc government and the Akali 
hardliners reminding the people of the most 
fearful period m the recent history of Punjab 
which they would want lo forget. 

A lot would depend too, upon the policy 
and the performance of the Congress 
government under the new chief minister 
Harcharan Singh Brar and on Ihe ability of 
the militants to re-establish their ascendancy 
on the politics of the state. Beant Singh’s 
was a particularly corrupt government and 
whatever populanty it may have gamed due 
to Its handling of Ihe militancy, it had begun 
to lose on this score. Brar has always been 
one of the lesser known and less influential 
Congress politicians in the .state and his 
hold over his ministry and Ihc administration 
IS yei lo be seen. If he manages to provide a 
clean administration (an impossible task in 
contemporary Punjab where Ihc politicians, 
the bureaucracy and, above all. Ihc police 
arc corrupi lo Ihe core), Ihc Congress may 
come hack lo power in the next election. If 
he coniams the miliiancy but oihcrwi.se 
fullers, it is the moderate Akalis who would 
gam. If he fails in both these tasks, Punjab 
will once again enter uncertain limes 

EXCHANGERATES 

Markets and Governments 

WITHIN a penod of eight monihs the US 
dollar has swayed from around 100 yen to 
80 yen and back to 100 yen. Against the 
German mark also there has been a similar 
movement of the dollar, but the magnitude 
of the swing in either direction has not been 
that large 

What could be the factors behind the 
fluctuations m ihc dollar’s exchange rale 
vix-a-vis these two major currencies, of 
countries with substantial currcni account 
surpluses against Ihe US as well as the rest 
ol the world? This que.stion is important not 
just for Its academic value but for its 
significance for policy purposes. 

The theory that exchange rates are 
determined fundamentally by the relative 
purchasing power of currencies was given 
up long buck. Its irrelevance has been 
exposed more and more in recent years as 
capital movements across national borders 
have increased so that trading m foreign 
exchange today is far larger than would be 
ncccstiary for Ihc purposes of transacting 
foreign trade. Some estimates arc that foreign 
exchange transactions are 70 times larger 
than the value of foreign trade. So if one has 
to seek an explanation for the swings in 
exchange rates, the explanation has to be 
sought III .he realm not so much of foreign 


trade as of cttpiul movemenu. it ought to 
added here that according to most estimates 
of purchasing power. Ihc US dollar should 
command more than 200 yen and over two 
German marks whereas the rate it has now 
reached is 100 yen and 1.45 German marks 
after touching a trough a few monihs back 
of 80 yen and 1 .15 marks. And if Ihe fixed 
exchange rate undervalues the US dollar so 
very grossly, even at Ihc level it has just 
recovered to. the question one ought lo be 
asking is why Ihc US still sells so much less 
than what it buys from abroad. But that is 
not the immediate question. 

if ihc dtrcclion and magnitude ijf capital 
movements across national frontiers arc a 
major factor in the determination now of 
exchange rales, it is tempting to say that it 
IS the international capital i»'<rkci which 
increasingly influcnccschangcs incxchangc 
rales. The experience in the past couple of 
months points, however, in a different 
direction. The single most important factor 
behind the recovery of the dollar’s exchange 
rate vis-a-vn the yen and the mark is the 
concerted intervention in ihe currency 
market by the three central bank.s, the US. 
Japanc.sc, and German,'not only in terms of 
purchase of dollar securities but also in Ihe 
matter of interest rate changes. Nobody can 
claim that Ihc so-called fundamentals behind 
exchange rale determination underwent 
major alterations. If in the first half of Ihe 
currcni calendar year the dol lar was allowed 
to decline, even that possibly was because 
the monetary authorities, at least in the US, 
wanted it perhaps to pul pressure, especially 
on Japan, to let more US imports in. If subse¬ 
quently Ihe monetary authorities decided, 
on a reassessment ttf the impact of the 
dollar's decline, that the cost was far too much 
and that therefore it needed to be reversed, 
they have demonstrated that they can 
effectively bring about Ihe desired change. 

Ultimately, therefore, it is the monetary 
authorities in whose hands the movements 
in exchange rates under the present highly 
managed world financial system rests. That 
is the principal lesson one can draw from 
the experience of exchange rate fluctuation 
over the past eight monihs, not that markets 
have come to occupy the centre-stage. 
Markets did not lead before. They arc 
unlikely to lead in future, though they will 
always be at hand to take advantage of the 
lack of co-ordination and uncertainties of 
the actions of monetary authorities. 

SCIENCE EDUCATION 

Misplaced Priorities 

J V Deshpande writes: 

A MUCH-QUOTED statistic of the past 
few decades is that India po.ssc.sses the third 
largest scientific manpower in the world. 
The statistic, denved from the number of 




ubiveraities and potyitchnics^'j:aBnot be 
disputed, tn fact, with (he break-up of the 
former USSR, it would now be quite safe 
for India toclaim the second largest scicntiric 
manpower in the world. The 150 or more 
Indian universities are even mure fecund m 
the mailer of prixiucing masiers and diKiors 
in scientific subjects. Althoughexact figures 
are not at hand, an educated guess is that 
Indiaeasily leads even the US in this respect. 

Yet, all is far from well. This is conceded 
even by those in authority. A telling 
reflection of this is to be found in the results 
of the 'eligibility lest’ devised by the UGC/ 
CSIR for applicants for college lecturerships 
and research fellowships. Formally, the basic 
requirement for cither is a 'consistently 
goixl' academic record which, in pr.iciice. 
IS translated to mean 'at least 55 per cent or 
more marks at both b.ichclor’s and master's 
level'. 

With the third (or second) largest 
scientific manpower .ind with employmcm 
so scarce tor the educated (and ol course the 
uneducated), one would imagine that it 
would not be dillicult to get the required 
niimberofpcrsons wi(ha 'consistently gcKxJ' 
jcMdcmic record to fill the .iv.ul.iblc positions 
ol Iccturcr.s/rese.irch Icllows in the insti¬ 
tutions of higher learning in the country 
And indeed it has not been. The problem has 
been that the pcriorinance ol most ol those 
so recruited falls far short ol )oh expect- 


poi^ndiiaulilM aHe 
the universities. In particuluft (Hfe wquid 
expect the UGC to be concerned about this. 
Bui for many years the UGC has been 
almost exclusively devoting itself to the 
question of salary structures of college 
teachers It is time that it concerned itself 
not merely with salary structures but also 
with the rapidly deteriorating other 
conditions in colleges and uni vcrsilics which 
detcrpoientially go<xi scholars from entering 
the leaching profession and. once in, affeeis 
their scholarly performance 

There is no evidence of any such study 
being undertaken. Instead, according to 
reports, the central government is planning 
111 start a new elite .Science University to 
help improve the level of science studies m 
the country. It is reported that the prime 
ministers olficc has already cleared the 
project which is estimated to involve an 
outlay ol .iver Rs 200 crorc. It is to be 
remembered that the annual total central 
outlay on edueaiion is about Rs 5(K) crore 
fcven though mere .ire over 1.50 universities 
in the country, the m.ijor part of the central 
governmcni's.illoc.ilioniohighcreducaiion 
goes to liic centrally-sponsored universities, 
which are less than 10. 

This will not he the fust time that the 
governineiU has come up with such a solution 
lolhcprohlomofqu.iliiy ol liighcrcducaiion 
The llTs are now over .10 years old but Ihcir 
existence has not led to any improvement ol 


Mexican ti^^bns 

A STUDY by the International Monetary 
Fund (IMF), just released, has raised an 
iiilcrcMing question regarding the nvic of 
resident Mexicans vis-ii-vi.t foreign invc.slor.s 
in putting pressure on that country's foreign 
exchange reserves during 1994. immediately 
after the Chiap.is revolt. The massive capital 
llight around this period triggered the 
collapse ol the peso and led to its steep 
devaluation This raises a number of 
mlcrc.siingqucstions regarding the bch.iviour 
ol people of dilfcrcni countries and regions 
on the one hand and Ihc kind ol policy 
restraints that arc necessary tocopc with the 
consequences ol these behaviour patterns 
on the other. 

The peso's collapse had all along hecn 
attributed to a sudden withdrawal iif 
investments by foreign investors, apart !rom 
a sharp drop in foreign investment m Mexico 
in I9<)4 When the U.S administration cajoled 
the IMF to organi.se Ihc massive rescue 
opcr.ilion ol over $ .50 billion - on a scale 
uiiprcccdcnlcd in Ihc hismry of Ihc Fund - 
the presumption was that it was the lorcign 
investors who h.id taken money out i>f the 
country Controlled as il is by Ihc I IS diktat, 
and in resptmsc to Ihc fears of the industrial 
countries that Ihc Mexican troubles may 
spill over into financial markets ol other 


ations. This is not only in respect ol advanced 
rcsc.irch work m universities but al.so the 
more mundane |ob ol leaching younger 
generations ol would-hc scientists/ 
technologists. 

Il IS to meet Ihc criticism that the quality 
of teaching and research in Indian 
universities has been going down and that 
not much credence can he given even to 
master's and doctor's degrees handed out 
by them that, some live years back, the 
UGC/C.SIR introduced Ihc eligibility test' 
lor persons already holding master's degrees 
or having higher qualifications. The results 
of the tests in the past five years have borne 
out Ihc substance of Ihc cniicism. By and 
large, not more than 10 per cent ot per.sons 
already officially qualified were lound 
suitable under Ihc test. In some .states, the 
percentage was less than live. 

The UGC is the mam dispenser of grants 
and patronage in higher education and is 
ideally placed to maintain and imjvrovc the 
levels of competence of colleges and 
universities. Not only has it failed in this 
respect, but by introducing a super- 
qualilying test of its own Ihc UC(' has only 
publicly acknowledged its lack of faith in 
the working of the colleges and universities 
suppo.scd to he looked alter by it. One 
would have thought that the educational 
authorities would sit up and take nuid of 
(his dismal evidence of the quality of 


the cduc.ilional standards ol other institutes 
nor has the opening ol Navodaya schiKils 
helped improve other schools To expect 
that an exclusive, cliiisi institute will tackle 
the problem ofmassqu.iliiy education would 
he naive 

We already have a lew lirst rate science 
institutes such as the Indian Insiiiuic ol 
Science in B.ingalorc. thcTIFR in Bombay 
and the Indian Si.itisiical Insiiiulc. Rather 
than start a new university for science, the 
government would do well to find out why 
these insiiiutes taken together have been 
unable to locale iTn>re than a hundred or so 
first rate students every year Irom among 
the vast student population in the country 
One more institute of the same class will 
compete within Ihc same sm.ill pcnrl of 
.ivailjhic (op quality students and teachers. 

It can l>c argued that a country of India's 
si/c can do with another science institute 
for advanced work. Maybe, but Ihc lirst 
priority has to he the upgradation of science 
education throughout the country. For this, 
Ihc quality ol undergraduate education has 
to he drastically improved in thousands of 
colleges across the country. Only then can 
one expect a steady supply of first rale 
students and research workers for the top- 
notch institutes. It has been proved time and 
again that, as in other spheres of social 
activity, in education one cannot have 
islands of excellence in a sea of squalor 


developing couriirtcs, the IMF was forced 
to fall in line with the US adminisirainin's 
wishes The IMF managing diiccior has 
been repeatedly emphasising - and this has 
also been reiterated in the latest study - that 
Ihc rescue package ot January 1995 lor 
Mexico prevented lurthcr erosion of 
contidcncc and forestalled contagion of 
the emerging markets in the western 
hemisphere and Asia. 

The IMF study now suggests that the 
devastating outllow ot capital Irom Mexico 
in 1994 was not the work of foreign investors 
or the outcome of speculative position- 
taking by them; it had been brought about 
by Mexican residents. Apparently the 
Clinton administration n«)w fears probable 
tiS Congress criticism that in leading Ihc 
$ 5()hiilioninlcrnationalrc.scucprogramme. 
Ihc country had poured a vast ,imoun( of 
money into Mexico at a time when Mexican 
citizens themselves had little faith m their 
country’s financial future. Ol course, it was 
not that foreigners were not interested in 
taking their money out ol Mexico; they 
were unable l<i do so because their lunds 
were locked up in assets whose values were 
severely depressed or which vvcrc non- 
markctablc. 

Clearly, the rich m Ihc Latin Amcncan 
countries take the earliest oppoi tunny to 
resort to capital flight which has given these 
countries low domestic saving rates In this 
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respect, they present a sharp contrast to the 
people of cast Asian countries who arc more 
frugal .ind nalionalisiii. which aliiiudcs 
h.ivc formed the basis ot ihcir high domestic 
saving rates The south Asian cminiries, 
such us India and Pakistan, perhaps tall 
between these two extienies 
The Mexican uisc also suggests that to 
curb the speculaiive proclivities ot the 
domestic rich rcsirainis on c.ipiial account 
iransaeiions panic iilarly with rcgaicl lo the 
asset choices ot residents, arc unasoulahle 
In other winds, couniries such .is India nuisi 
necess.iiil) proceed cauiiously in regaid to 
capital accounl liberalisation While loieign 
investors ina> he assiiiird ol capil.il and 
iiieonie lepalrialion residents should con¬ 
tinue to be siibic'cl to lestramls on capil.il iraiis- 
lers Tlice.isl Asi.iiuouniries in l.ictadopicil 
such nie.isures cvhich. coinbincd with the 
people s own aiiiiiidcs. helped lo prevent 
large capital llighis yuile the contrary h.is 
been the case of the Latin Aiiierican 
countries which, under American piessiire. 
opened up their economies. Iiber.ilised then 
capital .iccounis and Ireed their linanci.il 
systems too much loo soon -- with results 
which have been there lor .ill to sec 

POLITIC,S 

Bankruptcy of the Congress 

A Conespondent wntc\ 

BOTH her followers and the media seem lo 
DC bent on turning .Soma G.indhi into another 
Mahatma Oandhi. attributing to her the 
powcrsihat Moh.indas Karamchandenioyed 
in dicl.iling the couise ol Congress history 
in his days even when he chose to withdraw 
into seclusion The latest 'tamasha' in 
Amcthi. where she went ostensibly lo 
distribute wheclehairs to the physically 
handicapped in memory ol her husband, is 
being m.idc out to he <i historic event by the 
newspapers It is ,ill bec.iusc the usually 
taciturn l.idy Irom 10 Janpalh chose lo 
verbalise her mi.sanihropic demeanour at .1 
rally in Amcthi by complaining that even 
after more than lour years, the probe into 
R,ijiv Gandhi's assassination was being 
conducted at a very slow p.ice 

The anti-Rao r.ickcleers among 
Congressmen, ranging Irom the Arjiin 
Singh-N D Tcwari splinter group ol the 
disgruntled fence-sitters within Rao’s 
Congress Party, are now discovering 
profound meanings in .Soma's speech m 
order to bolster up their pre-election strategy 
ol ijuoting her words at election meetings. 
From now on, every Irown or scow'l by her 
will be interpreted as her opposition to 
N.uasimha Rao for his failure to punish her 
husband's killers 

But Soma Gandhi is not likely to move 
beyond such occasional verbal expressions 
of pique (as at Amcthi) or peevish gestures 


(like refusal to atteitd meetings w}iefe Rao 
is present). She is fully aware of the trump' 
card that Rao possesses - the threat to 
expose her husband’s involvement in the 
Bolors scandal .She, or whoever is advising 
her, should know that it is not only the Rajiv 
ass.issination case that is lumbering along, 
but .ilsothe Bolors case in which the accusing 
linger points ,it R.ijiv. his lamily and cronies. 
II Som.i demands that the killers ol hci 
husb.ind should be punished, the liidi.in 
people have aKii the equ.il right to dem.ind 
tli.it the killeis ol the .V()()() Sikhs in Delhi in 
ldg4 must be brought to hook Soma has 
nescr c.ircd lo sv mp.itliise with the rel.ilises 
ol these Milims The puiels sell-ceiiired 
interests ol her .iiid her l.imils m the R.ips 
assassination case is being sought to be 
luincd into a ii.iiion.il ir.igedy by the 
sycoph.ints III the Congiess who ,iie 
desper.iiels looking lor some ligurehe.id to 
le.id them 10 sniorv m the next general 
elections 

rhebaiikiupicv ot the Congress isev idem 
Irom Its urge to woo Som.i Gandhi - or even 
her children - 111 conlinu.ilion ol the old 
d\ nasiie Nehru legacy wlm h m.idc it choose 
.1 political greenhorn like R.ipv G.indhi .is 
prime niniisier The prime ministership ol 
N.ir.isimha R.io may be looked upon as ,1 
Ireakish dep.iriure lioni the Congress 
ir.idition R.IO has to blame himsell lor 
rumnig the chance that he w.is ollered to 
pios e Ins worth as .1 Congress prime minister 
coming lor the lirsi lime Irom the south and 
liom outside the Nehiu lamily (il w-e leave 
out the hriel tenure ol Lai Bah.idur Shastri) 
Mis utter incompetence m running the 
country has reduced him to a buttol ridicule 
both within and outside India II Ins 
predecessor R.ijiv Gandhi, led the country 
ru.shing on ,1 disastrous course by his 
unmitig.ited loolhardiness, Rao has allowed 
India to reach the brink ol that course by his 
shilly-shallying No one Irom among any ol 
the present Congress Ic.idcrs - whether a 
Soma Gandhi-b.ic'ked Ar|un Singh, or a 
Narasimha R.io trying to hold on to power 
leven with the t.icit support ol the 'Sangh 
parivar’) - can reverse the process. None of 
the disputing Congress tactions is seriously 
cornmilicd to a tundamenl.il change m the 
economic and political policies. Both are 
obsessed with the sole objective of capturing 
power at the centre. 

Given this nature ol Congressmen today. 

It would be highly irresponsible for the Left 
to support any of the Congress factions tn 
the coming elections In the ongoing debate 
between the Lett and the National Front on 
the choice ol allies, the Left should be wary 
ol striking any alliance with Congressmen 
(whether belonging to the Arjun .Singh-N D 
Tcwai I camp or others) who are hobnobbing 
with the lady in 10 Junpath. By having 
anything to do with them, the lx:ft would be 
legitimising the revival of dynastic rule. 


TWENTY YEARS AGO 

£PIV September 6, 1975 

A steady transfer ol land from small 
landholders to big laimcrs is going on in the 
Kulab.i distiicl ot Maharashtra Reports 
have It that at least 20 per cent ot the small 
landholders have thus lost ihcir land While 
orders have been issued lo various 
paneh.iyul s.imiiis 10 coniluci surveys in 
their .irc.is to .issess the inagniludc of this 
problem, no such siirvevs have yet been 
earned out 

Kulaba is a rclaiivcly fertile disiiict 
Coiisequenlly. acquistlion ol Ihc culpvabic 
land ot the small l.iimers is an alli.iclivc 
pioposiuon for the we.illliier and bigger 
larmeis Such acquisition is facilitated, 
pioiective laws nolwilhslaiiding. by the 
slieci povcity ol ihc vast niaiority of the 
people there The predominance in the 
popukilion ol ni.irginal l.nmeis is reflected 
in the f.ic'i that SI h per cent ol all lariners 
own lessihan 1 hcetaie(2 .S actes) and their 
holdings account tor only 10 6 |ier cent of 
the total cultivable land 

These small tanners arc perennially m 
debt - not lor priKliicIion purposes, but lor 
subsistence consumpiioi; Govcinment and 
semi government bodies will give loans for 
agriciiliuie -loi puicluiseol bullocks, water, 
leitilisers, insei tieides. seeds, etc But quite 
otien loans latwii loi agtuultuial purposes 
arc used by the poor farmers for 
Lonsuiiiptioii fhesc institutional soiiree.s 
have thus gr.ulually been closed lo the pixir 
l.iiiners who tiavc turned ome more lo the 
local money lenders Ol ten, the moneylender 
IS pieleitcd also because the procedural 
coinplcvitiesofobtaining loans IromofiKial 
and scmi-ollicial bodies, and Ihc conditions 
ol Ihcir repaymcnl, arc beyond the 
sapahililics ol llic poor laimcrs The 
irans.iclions with Ihc local moncyicndei arc 
tree ol such complications They arc illegal 
01 exit a-legal 

Though, in the land records, the land may 
be shown as he mg si 1 11 with the poor pea.sanl. 
once he borrows from the moneylender, Ihc 
moneylender becomes tie Itnlo owner of 
the land Indeed, there are instances of land 
worth Rs l.‘).(HM) per acre passing into the 
hands of the moneylender for as little as 
Rs I.OtK) or Rs 2.()()0 And land which has 
been mortgaged to Ihc moneylender amiainv 
with him for years on end - thanks lo (he 
exorbitant interest rates on the loans which 
elicclivciy prevent the piwr larmer from 
getting around to repaying the loan amount 
Itself In Murud taluka, a moneylender in 
Wavdungi village has appropriated land of 
10 'gawalis' (milk vendors): in Taickha 
vilkigc. about 21 acres of land of small 
larmcrv has been illegally auquired by the 
village patil himself in collalmration with 
another large farmer In Panvel taluka, in 
Dcharan village, lands originally belonging 
lo the Adivasi-Thakurs have been illegally 
acquired by a moneylender 
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ASSOCIATED CEMENT COMPANIES 

Buoyant Market 

ASSOC IATED CEMENT COMPANIES 
(ACC), incorporaicd in 1936. is one ol Ihc 
largest producers ol grey cement and 
refractory products. The company has 11 
cement plants located in nine states catering 
to markets spread throughout the country. 
With a current installed capacity ol over 
nine million tonnes. 120 warehouses and 
depots and a network ol over 10.000 dealer 
outlets. ACC isoncofthe largest companies 
It) the world. Structural fabrication and 
produciion of he.ivy machinery are other 
activities ol the company. 

The company recorded net sales of 
Rs 1.776 ertire lor the year ended March 
1995. up by 29 per cent over Rs 1.376 in 
the previous year Total income rose by 28 
percent Irom Rs 1.409 crore to Rs 1.803 
crore. There was a fall ol 13 per cent in other 
income which came down from Rs 44 crtirc 
to Rs 38 crore Provision loi interest and 
depreciation increased by 23 per cent aiul 
21 per cent, respectively. Provision loi 
taxation was Rs 50 lakh against ml t.ix 
provision last year These incre.iscs 
notwithstanding, the company closed the 
linancial year with a net profit ol Rs 144 
crore. up by 138 percent from Rs 61 crore 
in (he previous vear. A dividend o( 50 per 
cent has been declared against 30 per cent. 
The comp.iny sold 10 million tonnes ol 
cement in the year under review, a rise ol 
14 per tent, against 8.67 million in the 
picvious year, out o( which 1.3 million 
tonnes were produced by other 
m.iiuilacturersand marketed by ACC. While 
cement sales contributed Rs l.6(K) ciore. 
ACC traded Rs 270 crore worth ol outside 
cement ACC owns 11 cement plants and 
markets the cement ol four other cement 
plants The company has been (r.iding 
mainly in cement produced by Tisco .ind 
Tata Chemicals It has also lent its brand 
name to a mini cement plant. 

The refractory subsidiary recorded a 
turnover of Rs 111 crore for the year under 
review compared to 70 crore. an increase 
ol 57 per cent. .ACC's relractory business 
accounts lor 4 per cent ol its turnover. The 
relractory is today the largest castable 
producer in the country, apart from lietng 
the exclusive producer of brown tabular 
alumina and m.igchromc bricks sold as 
Pertlcx ACC bricks to the cement industry. 
Productionof Pertlex ACC bricks was under 
a technology transfer agreentent with Relra- 
lechmk Gmbh. Germany. The company also 
coniincnced production of a new generation 
Ol tundish coaling material tor the steel 
industry under a licensing agreement with 
Intucast Ag of Germany, a renowned world 
leader in this field. The consultancy division 
too recorded a growth of 57 per cent to 
generate an income of Rs 33 crore. 

The capacity of the one million tonne per 
annum clinker unit at Gagal which started 


production from September 1994 has gone 
up to two million tonnes per annum. The 
one million tonne per annum elinkering unit 
at Kymore-Mehgaon has commenced pro¬ 
duction fiom May this year. The cement 
grinding, packing, and loading plant at 
Kymore is being modernised and will be 
operational before the end ol 1995 with a 
capacity ol over 1 2 million tonnes The 
first phase ol the project lor capacity 
balancing .ind expansion ol Madukkarai 
Cement Works was completed during the 
year under review 

The company succcsslully conipleicd 15 
years of its operation, maintenance and 
managemeni contract of the 1 2 million 
tonnes per .innum cement plant at Yanbu, 
.Saudi Arabi.i Produciion in excess ol the 
guaranteed level lor the tilth year in 
succession en.ibled the company to earn a 
maximum bonus ol Rs I 25 crore The 
contract has been extended lor a liiiiher 
period ol three years commencing Match 
1996 ihrouL’h .in MOII signed wiih the 
company Yanbu Cement Comp,my is 
building a new 2 inillion tonnes unit with 
the m.imienanee. man.igement and operation 
having been given lo ACC lor an initial 
period ol ihree years 

Thcpropos.il for setting up a cement plant 
in Si/u district of Meghalaya has been 
cleared and the comp.iny is wailing lor the 
green signal Irom lliecnvironment miiiisiry 
Dominating the norlh-easl market as well 
•is export lo Dangl.idesh .seem lo be the 
rationale behind selling up the plant I'he 
norlh-easl has a scarcity ol cement plants 
mainly bee.iuscol kick ol limestone deposits, 
the prim.iiy r.iw m.ilerial rccpjired. the 
problem being compounded by 
iranspoil.ition bottlenecks. ACC’s plant is 
being set up in .i region which has adei|uatc 
limestone deposits 

ACC's power pl.int. Ihc largesi in the 
cement indiistiy, became operational Irom 
this April ai the company’s Wadi works in 
Karnataka. The new generator set supplied 
by BIIEL hasaihrce-sl.igc bleeding system 
and IS equipped with regenerative low and 
high pressure heat cxch.ingers lor increasing 
thermal cycle cllecicncy There is also a 
load managemeni system which helps 
optimise use ol various power sources 

ACC has entered into a technical 
collaboration with Nihon Cement, one ol 
Ihc largest cenK'nt companies in Japan, lor 
the manulaclure and supply of clinker pre- 
grinding mills and clinker pre-grinding 
systems ACC is introducing these mills at 
•ts own plants and expects to achieve 
substantial reduction in powcrconsumption 
and increa.se in capacity as a result. Clinker 
pre-grinding is becoming wide.sprcad for 
better productivity. The company proposes 
to set up gnnding units, with a total capacity 
of five lakh tonnes at an investment of Rs 
75 crore in Bangladesh. The units will be 
fed by the proposed clinker plant to be .set 
up in the South Caro Hills, Meghalaya. The 
project will be ajoint venture, with ACC’s 


equity participation coming through ACC 
Bangladesh, a wholly-owned suKsidiary. 
Apart Irom a captive market in Bangladesh, 
ACC will profit from low labour cost. ACC 
has tormed a joint venture with IDBI and 
ICICI to niiirkel bulk cement through a new 
company. Bulk Cement Corporation of 
India. The pilot project, costing Rs 68 ciore, 
will come up in Kalamboli, Maharashtra 
and will cater mainly to the Bombay markets. 

ACC has set olt on a range of unrelated 
divcrsilications - metal and mineral mining 
and high quality alloy steel castings. The 
new high purity synthetic Icrricoxide t.SFO) 
plant ol l(),()()0 tonner per annum at Falta 
has also started produiiion SFO is the 
piincip.il raw maien.iK in the productionof 
hard and solt fcrriie. .lud is widely used in 
the eleciionic and telecommunications 
industries. The plant is said lo be the lirst 
111 ihc world to have .i iwo-w,iy technology 
coiiliguratioii from Japan and the U.S and 
over 70 per cent ol the production is lo be 
exported 

A loray into environmental management 
and mining has been made and the company 
plans to lorm .i separ.ite company for gold 
and diamond mining with five states having 
been idcritilied lorthispurpo.se. It is holding 
talks with CRA ol Australia lo set up joint 
ventures to explore and mine precious 
met Ills 

IIINDIISTAN CIBA-GEIC.Y 

New Ventures 

Hindustan Ciba-Gcigy. with diversified 
interests in dyestufis and chemicals, 
pharmaceuticals, additives, polymers, 
pigments and composites (APPC). and 
.igricultural products, closed the year ended 
March 1995 with a prolii ol Rs 122 crore 
against Rs l5crorc,ichicvcd in the previous 
year. This is attributable to the extraordinary 
income of Rs 101.14 crore realised from the 
sale of the company ’s property at Bhandup 
to Great Eastern Shipping and its oral 
hygiene business to Colgate Palmolive early 
this year. Turnover recorded was Rs 437 
crore, up by 6 per cent from Rs 431 crore 
in the previous year A dividend of 20 per 
cent has been recommended. 

Export earnings stood at Rs 39 crore 
against Rs 22 crore Imports rose Irom 
Rs 37 crore lo Rs 62 crore. The company 
clo.scd the financial year with a net foreign 
exchange inflow of Rs 25 crore. Dyestuffs 
and chemicals have been largely responsible 
for the improved export perlorm,tnce. 

A growth of 31 per cent was recorded 
by the dyestull and chemicals division, 
with exports being the major contributor 
The pharmaceuticals division recorded a 
sales turnover of Rs 1.288 million 
reflecting a growth ol around 24 per cent 
over the preceding year The agriculture 
products business of Ciba is divided into 
two divisions: crop protection and animal 
health. Compared to 1993-94. the 
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The Weck’jn Companies 

(Rs IMt 


Finaiisial Indicjlors 

ACC 

March March 
1995 1994 

Hindustan 
Ciba-Gcigy 
March March 
1995 1994 

Tube 

Invest menls 
March March 
IW5 1994 

Incomc/approprialions 

1 Net s.ilcs 

177614 

1176(Kr 

43703 

41093 

43797 

,19101 

2 VjIuc of pnniiKtion 

176.301 

116417 

46220 

41697 

43988 

19217 

t Other hiLiiiiie 

.1812 

4411 

.313 

602 

908 

210 

4 Tnitil ifu imu' 

180113 

140830 

47279 

44261 

46896 

19427 

S R.iw inalcruK/Slores ami 

•iml spaiev colisuiiiod 

16421 

10401 

9729 

9707 

29237 

24690 

<1 Olher III inutaiiiinng expenses 

46189 

42134 

21492 

20138 

1729 

1260 

7 Keiminer.iiii)n lo employees 

12142 

1 14/2 

2471 

2207 

1401 

269,1 

K Olher expenses 

39484 

40767 

6118 

3472 

8283 

7106 

9 (ffuTiitim* pntftt 

23899 

16036 

3269 

6717 

4222 

.1478 

l(* Inicri'si 

8183 

6611 

894 

120.1 

no 

1379 

1 1 (iro\^ fnnfti 

18741 

993'’ 

14664 

4777 

42.17 

1906 

12 Deprceialion 

42*^4 

1314 

1186 

999 

982 

712 

M to\ 

14489 

6077 

11478 

177H 

1102 

1122 

14 Tax provision 

30 

0 

1108 

2294 

.170 

240 

|S I'mlil iiflei lux 

14419 

6077 

12170 

1484 

2712 

882 

Dividemis 

1918 

2130 

876 

714 

301 

122 

17 Kelained proru 

10321 

1727 

11294 

74(1 

22***^ 

S6() 

l.iahililirs/iissrls 

18 Pjkl-up cjpit.U 

8111 

7814 

2636 

2636 

1667 

1077 

l‘* Reserves anil surplus 

SI 320 

11163 

I83K3 

7291 

24217 

7112 

20 Long term loans 

69194 

489S7 

4686 

4738 

8204 

9227 

21 Short lerin loans 

6(M«l 

20991 

.191 

1840 

1730 

1606 

22 Ol whiih hank borrowings 

30(MI 

7991 

0 

1.300 

0 

0 

24 Gross lixed assets 

140837 

1 I.S431 

16801 

16132 

18614 

1.1310 

24 Aicuinulaled deprceialion 

44747 

40942 

9267 

8634 

6463 

3326 

2S Inveniones 

19384 

2(K)14 

8082 

7403 

9771 

7620 

26 Total asseis/liahtlilics 

184134 

1 36911 

14211 

26089 

49174 

27274 

Miscellaneous items 

27 Excise duly 

2897(1 

23886 

1016 

910 

1871 

2612 

2K Gross value added 

19804 

27702 

27499 

7092 

71.36 

6016 

2U Toul foreign 

exchange income 

4710 

413X 

4083 

2108 

7.109 

6726 

.30 Total lorcign exchange outgo 

1111 

27 

6341 

1882 

1149 

1840 

Key financial and perfonnanee ratios 
.11 Turnover ratio 

tsales 10 loial assets) {'/<) 

96 1 

87 7 

111 3 

163 2 

91 1 

111 4 

12 .Sales 10 lolal nei assets iVf) 

111 3 

124 0 

171 7 

212 4 

121 0 

.■>03 6 

.i1 Gross s aide added lo 

gross fixed assets {<T ) 

28 1 

24 0 

161 1 

414 

19 3 

44 3 

.14 Return on inveslinent 

(gross prolil lo lolal assets) i'i) 

10 2 

6 1 

42 8 

18 1 

86 

7 0 

VS Gross prolil lo sales 

(gross inarginl t'7t ) 

10 6 

7 2 

12 1 

1 1 1 

9 ,1 

4 9 

.16 Operating prolil to sales {%) 

146 

1 1 7 

11 3 

136 

9 2 

8 9 

17 Profit heiore lax lo sales (‘3 ) 

8 2 

4 4 

29 3 

8 8 

6 H 

2 9 

It! Tax provision lo 

profit before lax (7<) 

0 1 

0 0 

9 7 

60 7 

1 1 9 

21 4 

V) Profit after tax to net wonh 

(return on equity) (‘X ) 

24 1 

14 8 

37 1 

14 9 

It) 3 

10 8 

40 Dividend (T ) 

30 0 

too 

20 0 

13 0 

12 0 

10 0 

41 Earning per .share (Rs) 

17.1 ^ 

77 6 

43S 2 

SS *) 

16 6 

8 2 

42 Book value per share (Rs) 

7199 

S2t t 

7W‘) *' 

174 3 

137 2 

76 0 

41 P/E ratio (based on latest and 

lorresponding Iasi year’s price) 

19 2 

64 1 

6 1 

33 3 

10 6 

19 1 

(adjusled for revalualionl (S!) 

113 6 

1 194 

22 1 

47 8 

.11 7 

1127 

4S .Shorl lerin bank borrowings 

lo inscntoncs ('< i 

23 3 

19 9 

0 0 

20 1 

00 

0 0 

46 Sundry eredilors lo 

sundry debtors (‘I) 

222 7 

266 1 

41 1 

19 0 

161 9 

141 1 

47 Total reiiiuneralion lo employees 

lo gross value added ('X ) 

11 0 

41 4 

0 

11 1 

46 1 

44 8 

4h Tolal remuneration lo employees 

lo value ol produeiion ('^ ) 

7 0 

8 4 

3 1 

3 1 

7 4 

6 9 

4*/ Gross fixed assets I'ormaiion (‘3 1 

22 0 

- 

- 8 

- 

17 9 


30 Growth in invenloriev ('/}) 

2 23 


9 14 

- 

28 2' 



agricunare prodacis dfvisinn racjc 
lower sales by around Rs 6(0 lakh, 
primarily because of industrial relations 
problems at Santa Monica in Goa. Adverse 
wealhcrconditions in imporluni stales like 
Andhra Pradesh. Punjab, Maharashtra and 
Gujarat coupled with cticctivc control 
over pests had a nepaiivc impact on the 
division’s operations. The company also 
faced competition from the generic 
manulaclurers of Monocroiphos. DDVP 
and Phosphainidon. The animal health 
division registered a growth of over 30 
per cent over 1993-94. 

Salcsoflhc additives, polymers, pigments 
and composites (APPC) ill vision maintained 
a healthy trend, recording a growjh of 20 
per cent. The additives division deals in 
antioxidants, light and heat stabilisers and 
othci products which arc added to substances 
to increase their lilc/perforrnaiicc The 
division caters to the piastres, rubber, 
synthetic librcs, lubiic.iting oils lor 
automobiles and paint industries, among 
others The company is setting up a 
manulactunng lacility loi antioxidants at 
Us Santa Monica works to be commissioned 
by 1996 The polymers division deals in 
epoxy resins, hardeners, and polyester resins 
filtering to die needs ol metal coating, civil 
engineering, elccincal/clecironie, adhesives 
and automotive tooling industries. The 
pigments division caters to the requirements 
ol the viscose staple libre industry and the 
company IS makingelloris to identity growth 
options in co-operation with Ciba-Gcigy. 
.Swii/crland 

The company sold oil its oral hygiene 
unii, manul.icturing Cihac^ toothpaste and 
toothbrushes, to Coig.itc Palmolive (or 
Rs 130 crorc. The division was one ol the 
better perlormers, contributing about 13 per 
cent to the company’s sales, but being the 
only product ol Hindustan Ciba falling in 
the categoiy ol branded consumer goods. 

It clearly did not lit in with the rest of the 
company's product line-up. 

The company has shed its workforce by 
1,430-1,300 Irom the Bhandup plant and 
130 through the deal with Colgate Palmolive. 

It has earned Rs 173 5 crorc from the two 
deals, to be used lor its proposed expansion 
in the crop protection business and lor 
launching new chemical, agro-chemical and 
animal health products. The proceeds will 
also go towards lunding Ciba-'Vision. a 
newly lormed eye care products division 
which will .sell contact lenses. Ciba Vision, 
based in Bangalore, is in the prevess of 
introducing Indian consumers to its 
international range ot eye care products, 
specilically daily-wear conventional soft 
contact lenses and lens care solutions. Also 
on the anvil is an entry into the 
upthalmologicul products market tn India. 

Hindustan Ciba-Gcigy ha^aunched three 
crop protection prrxlucls in the domestic 
market Pesticides have a 75 per cent share 
in the dome.siic market for crop protection 
with lungicides and herbicides accounting 
toi the remaining segment. 

The company has set up a new plant in 
Goa to mamifaciurcTinopal CBS-X. a super 
bnghtener forthcdeicrgcp's industry. It has 
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' kp a joint venture^ Ciha CKD 

Biochem, with ibr Korean company Chong 
Kun Dang (CKD) fora $ 30 million project 
to manufacture Rifampicin, a bulk drug 
used in anti-TB formulations, at Mahad in 
Maharashtra. Anti-TB drugs arc the 
pharmaceutical division's second most 
important products (after anti-rhcumatics. 
including market leader Voveran). CKD 
will have a majority stake in the new 
company, with Hindustan Ciba-Gcigy 
holding 41.2 percent and Ciba-Geigy. Basle, 
picking up 9.8 per cent. 

Hindustan Ciba-Geigy, in as.sociation 
with British Ciba Composites and Naliech. 
the lechnnlogy wing of National 
Aerospace Laboratory (NAL), is to set up 
the country’s first commercial venture to 
manutaclure composites. Composites are 
substances having high strength to weight 
ratio, and find use in the aircraft industry 
and space re.search laboratories and arc 
fast replacing alunimium on the strength 
of these attributes. The proposed venture 
will receive technological support from 
the British lirm ba.sed Duxford. NAL will 
provide land and workshop while 
Hindustan Ciba Gcigy will step in with 
the marketing support. The thrust will be 
to tap the emerging aircralt industry in 
ihe country and also the detence indu.siries 
with a large pari of production being 
earmarked lor exports. 

TUBE INVE.STMENTS 

Focus on Exports 

Tube Investments, Ihe Hagship company 
ol the south-based Murugappa group, is 
one ol the largest bicycle manufacturers 
in the country with a 22 per cent share 
ot the domestic market. The company 
holds a dominant position in the overseas 
market, accounting for 65 per cent of the 
country’s total bicycle exports. The 
company started its first bicycle assembly 
plant in 1950 in collaboration with 
Hercules Cycle Motor Company of UK, 
which was a part of Tube Investments, 
UK. It has come a long way since then and 
today manufactures not only all critical 
bicycle components but also steel tubes and 
strips, cold roll formed metal profiles and 
sections, and automotive and indu.strial 
chums. The company has the support of its 
collaborator. Tube Investments, UK. which 
holds 7 per cent equity, and has gone in for 
strategic alliances with other European 
players in Prance and Germany for marketing 
support for exports. 

The company posted a 17 percent Tncrca.so 
in Its turnos'cr in 1994-95. A whopping 
reduction of 92 per cent in interest costs, 
down from Rs 16 crore to Rs I emre for 
the year under review, contributed to a 
healthy botiomline which rose from Rs 9 
crore to Rs 27 emre. a rise of almost 210 
per cent. An incteasc in the provision for 
depreciation and tax by .32 per cent and 54 
per cent respectively coupled with a rise bf 
264 per cent in the payments toward the 
voluntary retirement scheme did little to 
dampen the end result. 

:.'Eci|G^i^«ii4 P||18^ SeiNember 


The company's perfonnance oh.tnc 
export front ha.s been satisfactory with 
exports having registered a growth of 9 
per cent. Export of tubes registered a 
growth of 39 per cent, with the roll form 
division registering a growth of 103 per 
cent. A marginal growth of export of 
bicycles was achieved in spite of levy of 
dJJty in Europe on bicycles imported from 
GSP countries and stiff competition and 
a recession in European bicycle market 
in the first half of the year. Imports rose 
from Rs IK crore to Rs 31 crore. Import 
of capital goods ro.se from Rs 68 crore 
to Rs 341 crore. a rise of 400 per cent. 
Export turnover in 199.(-94 was Rs 71 
crore. up by 82 per cent from Rs 39 crore 
in 1992-93, The company widened its 
export base by exporting boiler lubes to 
Australia and bicycles to Japan. Italy. 
.South Africa and Myanmar. A dividend 
ol 32 percent ha.s been recommended by 
the directors. 

The company’s cycle division 
manufactures dynamo lights, hubs, pedals 
and saddles, both for capli vc consumpi ion 
and also for the replacement market In 
1994-95 the company exported over 
3.50.000 bikes to France, the UK. 
Germany, the Netherlands and other 
countries The export market is much 
larger than Ihe Indian market. The total 
demand potential in the European market 
is approximately 20 million bicycles, 
while Ihe demand from the US and Canada 
IS around 13 million and one million, 
respectively. 


Ilic domesBc 'Cycle* market stands at 
around 8 miUion atitts. of which 8(1 per c'cnt 
represents standard machines and 20 per 
cent specials. The growth in the standard 
cycles market has teen annmd 2 per cent, 
whereas the specials market has grown by 
15 per cent since 1990. Tube investments 
manufactures both standard and special 
bicycles, with the emphasis on the latter. 
The company has a 55 percent share m the 
special segment and 11 per cent in the 
standard. The company has .set up an export- 
oriented unit for manufacturing and 
assembling cycles at Paruthipet in 
Tamil Nadu 

The cnginccnng division manufactures 
high frequency welded (ERW), cold drawn 
welded (CDW) steel lubes and cold rolled 
close annealed (CRCA) stops. It is the largest 
manufacturer of precision tubes in the 
country. The thrust on exports was 
maintained and export of tubes registered 
a growth of 39 per cent over the previous 
year. Plans are on the anvil to set up a plant 
(or the manufacture of ERW and CDW 
tubes. The plant to be operational in the 
current financial year, will cater to the 
western region 

Tube Investments completed its CDR 
issue of S 50 million in mid-1994 to finance 
expansion and modernisation activities. The 
company spent Rs 31 lakh on re.search and 
devcipoment in the year under review, with 
cftoris being dircucd to new product 
development, priKess and product quality 
improvement and product and design 
engineering. 
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CURRENT STATISTICS 


EPW ltcs«arcii Foundftfion 


Thv annu.il intl.KiKii r.itf h.K llu>.lu;i(f>l in ri’tmt ucclis mn n tiintinucc lo he in ihe viiiglc digil. fasin; Ui X .14 percent in the week ended August 19. Inflow 
ot foreign invesinieiil k.is K\ 2 Xh^ 4 crore in iMe lirsi Iim nionilivol which isone-lhirdol ihe mini inllow nl KvX.Mh $ erore in the piKl-economic refurin 
period lnducir>u l^e hri'ak-up ot foreign coll:ihor,iii(>ii .ippioc.iK indii j(ec that almoci half Ihe total foreign inveeinienl is in metallurgical indusiries. power, oil 
retinerirs and .igni-haced iiidusiriec Maharashtra and Delhi remain dominant in the siaiewi.se disiribiilion ol foreign inve.siinent approvals, receiving Ih .1 per 
cent .ind 1(1 f peiieni respectively ol total foreign inscsimeni approved West Bengal has moved up. ucsounling for 10 h percent of the total approved investment 

Macroeconomic Indicators 



Aug 04 

Money und Kankinit (Rs crore) 199S 


Money .Supply (M,) Slip’s 

Currency with Public KITulft 

Deposits with Ranks 41(>‘l9(l 

Net H.uik Credit to Gosi 24 KIKI 

H.ink Ciedit iuCoimiiiI Seelot 292lhX 

Net Foieign Exsh.tnpe Assets 71S7*I 

Reset s e hioney I August 11 I'lUS) 1X2160 

Net R HI Credit to Ceniie 117 SOT 

.Scheduled CiiiiiiiierLiji Hanks lAiigiisi IX. lUUS) 
iK'posils ixsm 

Advances 211940 

Non-Food Adsanees 19'664 

Invcsiiiicnis |S46'i9 

Fill eoiiipar.ihilily. all iiionelaiy .mil banking 


I’nidurliiin ||9X0.XI = 


Geiieial Index 
Mining and Quaiiying 
Manufacturing 
Elecincily 


(Ivei 

_EmaJ Year .So Fai 

1994-95 

Month 

;995.<)6 

1994-95 


.1996 (0 7) 

1)1X7 (2 1) 

11707 (2 6) 

78653 (17 4) 

1071 (-2 8) 

7066 (7 0) 

71.19(8 7) 

18887 (23 0) 

7581 (1 8) 

.172 (0 1) 

1560 (10) 

58941 (16 0) 

265 (0 1) 

2.1492 (10 7) 

11802 (5 7) 

14248 (6.9) 

902 (0 1) 

2424 (OH) 

-.1526 (-1 4) 

45080 (18 4) 

24 lO 0) 

-231 1 (-3 0) 

11165 (21 2) 

23264 (44 2) 

2(X).5 1- 1 1) 

13186 (7 9) 

12218 (8 8) 

.30303 (21 9) 

2481 (-2 1) 

IKK29 (19 1) 

-122 (-0 3) 

949(1,0) 

10491 (2 8) 

(726 (-0 4) 

5445 (1 7) 

49271 (14.8) 

1909 (1 'll 

180 (0 2) 

-4228 (-2 5) 

38784 (22 7) 

5105 (2 7) 

- 1622 (-0 8) 

-6470 (-4 0) 

37416 (23 4) 

1218 (2 II 

5445 (16) 

11917 (88) 

14172 (105) 


7.1107 (19 3) 
14170 f20 9) 
.S792.S (18 71 
29.S08 (16 8) 
17161 (7 5) 
27674 (110 9) 
27892 (2.5 2) 
110611 4) 

52144 (18 6) 
11.566 (7 1) 
7402 (4 9) 
28435 (26 7) 


1992 93 


50484 (15 4) 
7111 (11.7) 
42945 (16.1) 
17903 (II 3) 
.30187 (15.3) 
3747 (17 7) 
11274 (111) 
3586 (3 9) 

39017 (16 I) 
237.57 (17 5) 
21684 (16 6) 
16820(18 7) 


’eights 

Mar 






Average for Full Fiscal Years 







1995 

1994 

95 

1993- 

94 

1992-93 

1991-92 

1990-91 

1989-90 

1988- 

89 

1987- 

88 

)0()0 

101 6 

25(16(8 

4) 

21) 1(5 

6) 

218 9(2 3) 

213 9(0 6) 

2126(82) 

196 4(8 6) 

180 

9(8 

7) 1 

66 4(7 

3) 

11 5 

121 9 

245 K(6 

1) 

231 2(3 

4) 

223 7(0,6) 

222 5(4 5) 

221 2(6 3) 

211 6(7 9) 

199 

1(3 

7) 184 6(6 

2) 

77 1 

291 9 

241 8(8 

H) 

222 3(5 

5) 

210 7(2 2) 

206.2(-()8) 

207 8(8 9) 

190 7(8 6) 

175 

6(8 

7) 161 5(7 

9) 

1 1 4 

146 8 

1)4 (.(8 

5) 

290.0(7 

4) 

269 9(5 01 

257 0(8 5) 

236 8(7 8): 

>19 7(10.9) 

198 

2(9 

5) 

181(7 

6) 


Capital Market 


.Sep( 01. 
199.5 


1995 96 So Far 

1994-95 


End of Fiscal Year 


Tiough 


1993-94 1992-93 



KiirelKn Trade 


Exports- Rs crore 
I'SSmn 
liiipoils Rs crore 
I'SSinn 

Non l•'>l.l'SSlnn 
Balance ol 3 raue Rs crore - 
U.S i mn 


Foreign Exchange Reserves 
(excluding gold) 


Rs crore 
USSmn 


Cuiiitilalise lor Fiscal Year .So Far _ 

1995-96 1994-95 1994-95 


22514 (25 2) 17989(119) 82330(18 4) 

7170 (25 21 5729(11.71 26213(18 1) 

25103 (.126) 189.32 (11 2) X870,5 <21 81 

7995 (326) 6029 (111) 28251(217) 

ivti8)(14 6) 4761 (2149) 22.5,38 (29.1) 

-2589 -943 -6375 

-824 -100 -2018 


l‘W2-93 


riiidons 

1991-92 


695.17(304 ) 51688 (21 9) 44042 (.3.5 3) 32.553 (176) 


22171 (204) 18517 (3 8) 17866 (-1 .5) 18143 (9 1) 

7280f. (15 7 ) 6337.5 ( 32.4) 47851 (10 8 ) 43193(22.0) 

2.3212(68 ) 21882 (12.7) 194111-1941 24073 (13.2) 

17456(106) 1.5782 (12 3)14047 1-22.2) 18045(3.1) 

-3259 -9687 -.3809 i, -10640 

-10.39 -3.345 -154,5 -.5930 


Aug 25, Aug 26. Mar 31. 
1995 1994 1995 


■Vanaiion Over 
Fiscal Year So Far 19' 
1995-96 1994 95 


5.5520 

fi6028 

-1193 

5966 

-4.54.3 

17795 

20816 

-753 

1245 

-1776 
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Foreign Investment Approvals 

1 A FoRUtiN Collaboration (FC) Approvai.s 











Total 1905 

1994 

1991 

1992 

l‘)')l 




1991- 

1995 (Up lo May) 





Tolul Ni) ul FC approvals by. 



651 

2 915 

1854 

1476 

1520 

9.5(1 

1 M) .Vcrviuiiat lor Inilusinal Approvals 



21l 

is: 

tc; 

5S5 

760 

(ii) Kvsorvo Hank ol India 




u\ 

1(1. 

ti*’!' 

716 

188 

(III) FII’B l-oieign InvcMiiK'nt Proiiidlion Kiiartl 
Nool'FC appriiv.iN involving foreign iiivesliiiciil 

• 


141# 

770 • 

.(<ii 

199 

2 

Total 



1219 191 

1 : K>: 

•’S5 

09; 

’XO 

1 (ii Secrciariat lot liidtisirtal Appiovais 



58 

'♦2 

SO 

241 

216 

<111 Kcsvrvc Bank ol India 




95 



251 


1 (111) FIFH Foreign Invcsimcm Pfoniolion Board 



140# 

* 

491 

198 

J 

Foreign invcsliia'iii iiisoivcd 









Total iR'' ciorc‘ 



11070 0 7;soo 

1 1190 0 

8860 0 

1890 0 

51()() 

(0 SccrctorKU (or Indusirul Approvals 



1200 

120 0 

160 0 

420 0 

1600 

( 11 ) Reserv e Bank of India 




150 0 

5100 

660 0 

780 0 

140 0 

(III) FIPB Foreign Investment Promotion Board 

* Includes 22 GDR proposals involving investment of Rs S 2 to crore 

7210 0# 

1.1140 0 * 

litir'- 

VC 


# Includes 2 GDR proposals involving investment of Rs 710 crore 


1 

riA-?IX»l 
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iR\ Cri’lfl 

Actual Inflow of Foreign Direct 



Total 1995 

1994 

190.1 

1992 

1991 

invesiment in rcspcci of; 



1991-1995 (Up to May) 





111 Government’s A, iproval 



4766 6 1611 5 

1. 5(8)8 

985 2 

478 0 

191 2 

(ii) RBI's Automalic Approval 



1049 5 198 1 

162 6 

341 1 

47 5 

Nil 

till) NRI’s 









(ai 41) per cent scheme 





8.52 4 

4X9 K 

148 0 

1601 




2810 4 852 6 





(b) l(K) per cent scheme 





25S') 

M X 

1 7 

Nil 

Total (1 + II + 111 ) 



8646 5 2862 4 

2971 7 

1785 9 

675 2 

151 4 

C I.NoiisiKvaisi Break, op or FoRrii.v C'oi i ABORAnoN Aitkos vi s 


1 1) SiMi.wisi Bri sk- 

i pol Fori K 

S INVI SI Ml NT ApPROVAI s 


August loot It’.April 1995 

i 

1 

August l‘^9l to M;iy 


I'ui.il Nil 

lnve.sliiicnl 

Per Cent lo 


Total No Investment 1 

or Cein III 

Secli>r 

ot Investment 

Amount 

rot.il 

■Slate 

o( Invr-iiiicni Approved Total Approved 


.Approvals 

(Its Ciiire) 

Inveslineiii 


Appnn.ds (RsCiore) Investment 

Meiallurgical liidiisines 

267 

402“' 0 

12 2 

Andhr.i Pradesh 

161 

1282 5 


1 7 

Ferrous 

1.52 

.119.1 9 

97 

Assam 

4 

1 5 


neg 

Fuels 

1.51 

7567 1 

210 

Arunachal Pradesh 


II 1 


neg 

Power 

12 

1.159 1 

10 2 

Hihar 

12 

79 1 


0 2 

Oil rcliiicry 

71 

1599 1 

109 

Gujarat 

141 

2414.1 


6 9 

Hlcctrical iii.ichinery 

1149 

2107 9 

7 0 

Goa 

^2 

90 9 


(1 1 

Elcclncai eqiiipiiicnl 

666 

1055 9 

1 2 

Haryana 

142 

420 9 


I 2 

Computer soltwiac 

247 

1.51.» 

1 ^ 

Himachal Prads s)i 

14 

277 1 


OX 

relecomiiiunicaiions 

145 

2174 1 

66 

Karnataka 

205 

779 4 


■> > 

Transponalioii industry 

279 

1747 0 

5.1 

Kerala 

16 

85 5 


0 2 

Auioinohiie industry 

217 

654 7 

2 0 

Madhya Pradesh 

59 

982 6 


2 X 

Nun-clecincal mashiiicis 

1147 

14.15 0 

44 

Maharashtra 

464 

5715 1 


16 5 

Industnai iiiachiiicry 

626 

K67K 

2 6 

(fnssa 

24 

1741 5 


5(1 

Chemical.s' and allied industries 

877 

1119 2 

95 

Punjab 

14 

512 1 


1 5 

Chemicals loihei than fertilisers) 

712 

2807 1 

X 5 

Ka).-islhan 

85 

454 5 


1 1 

Ageo-based induslnes 

959 

4.1X5 4 

11.1 

Tamil Nadu 

275 

2442 1 


7 0 

FihuI proces.siiig industries 

162 

2044 li 

6.2 

Uttar Prade.sh 

120 

798 7 


2 .1 

Coiislniclion-hiised indiisinos 

177 

882(1 

27 

West Bengal 

lUI 

.1701 1 


106 

Cement and gypsum prosliicis 

.15 

191 0 

1 2 

IX-lhi 

235 

.1574 1 


10 3 

Financial scrviscv 

202 

2.596 0 

7 9 

Chandigarh 

10 

72 4 


0 2 

Hotel and tourism 

Mi 

1717 1 

.5.2 

Pondicherry 

18 

1150 


0.1 

Mi.sccllancous industries 

752 

996 1 

.10 

Others 

1066 

9270 7 


26 6 

Total 

6I9«> 

12972 2 

1000 

( 

Total 

1650 

14844 7 

1000 

t. StA /Vi-uwlettci. Ministry of Industry, Ciuvernilicnt ot India. May and June 1993 






Nnter (I) Superscnpl iiuiiicral denotes month to which lijtun: ivlalcs, c g. superscript * slunds for August (li) Figures in brackets .ire percentage vanaiiims 
over iK' period speeilied or over the coiiiparahlc pcnoii ot the pres lous year 
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COMMENTARY 

Growing Indo-US Military Ties 

Gautain Navlakha 

The reported presence of fore it’ll military personnel in Janinni and 
Kashmir needs to he viewed not in isolation hut a}>ainsl the haekfiromid 
of the rapidly f’towinf^ Indo-US mililarv nei. ineliidinf; the 
augmentation of the US military presence in the Indtan Ocean area, 
joint Indo-US military exercises involving the participation of US 
nuclear-powered ships and frequent visits of US naval ships to Indian 
ports. 


REPORTS concerning the alleged 
resignation hy Id General Sunnder Singh, 
GOC-int' northern command, and the 
subsequent denial by the army headquarters 
(Septemher I) arc a cause lor concern IT it 
is true that there is disquiet in the army over 
the picsence of foreign military personnel 
in an area ol considerable strategic 
importance. The government should inform 
parliament and. through it, the Indian public. 
People have a right to know the exact status 
of the so-called foreign military ’experts’ in 
Jammu and Kashmir (J and K) and whether 
'finer points ol diplomacy' arc merely an 
euphemism lor concessions 

It is strange that whereas the presence of 
foreign military personnel in J and K is .seen 
as compromising sovereignty, not much has 
been madcof the augmentation of the military 
presence of the U.S in the Indian Ocean area, 
particularly the Arabian Sea. Since US 
national interests dictate the need for this 
presence why is no question rai.scd about the 
joint Indo-US military cxercrscs'.’ The last 
such exercise was held in June this year in 
which two US nuclear-powered ships 
participated otf Cochin The cxcrci.ses also 
incluiled para-commandos for high altitude 
warfare It is worth noting that the first report 
about the resignation of geneial Sunnder 
Singh Uiulum Ji'i/wcrv, Augu.st Jl) relers 
to an unnamed army .source saying that 
though the government of India tCiOl) had 
disallowed US troops access to tne army’s 
high altitude warfare schiHsI at Gulniarg. 
they have been permitted to witness and 
participate in the army movements .ind 
possible operation in the mountain reaches 
of the valley. This means that what the GOI 
had been reluctant to allow .is part of the 
joint exercise is now available to three 
countries - the I'S, Germany and Britain - 
for the asking Therefore, the presence of 
foreign military personnel in J and K cannot 
be viewed in isolation. 

What IS also surprising is the lack of 
public proiesi at the presence of the US 
nuclear iiowercd ships capable of carrying 
nuclear arms. It w.is the GOI which in an 


official statement issued on June 8 claimed 
that the US navy did not i arry nuclear arms, 
and th.ii the exercises were held in 
international waters No one pointed out that 
as .1 lule the US never denies or confirms 
the presence ol nuclear arms even to its 
allies New Zealand’s experience provides 
ihcevidcnce In l987theLabourgovemmenl 
refused permission to US naval ships to call 
at Its ports dunng ANZUS exercises after 
the US refused to cither confirm or deny 
presence of nuclear weapons on board. 
Therefore, the GOI statement was a lie. 
Furthermore, thejoint exercises offtheindian 
coast with outside powers underplays one 
of the most important sources of threat to 
the region The US has adopted a bellicose 
posture I'l.v-rt-v/y Iraq, Iran and any other 
country doing business with them. 

Causi; Ol- Insiabii.ity 

It is worth remembering that till the mid- 
1980s annual reports of the ministry ol 
external affairs and the ministry of defence 
used to criticise ihe US naval presence in 
the Indian Ocean and demand thcdismantling 
of the base at Diego Garcia, in the wake of 
the Gulf war, the LkS has upgraded Diego 
Gaicia. deployed ground troops in Kuwait 
and Saudi Aiabia,acquired bases incouniries 
comprising the Gull Co-opcration Council 
(GCC), and now makes regular port calls to 
India. Pakistan and Sn Lanka. Regular 
military exercises arc held by the US central 
command with Pakistan and the US pacific 
command with Indian armed forces. It is also 
notable that the IkS has I .S vessels in the 
Indian Ocean including aircraft carriers. The 
US admmisiiation is setting up a new 'fifth 
fleet' for the region to defend US ‘security 
interests’ and has acquired in Kuwait and 
Qatar the light to store heavy weaponry of 
mass destruction According to the US 
defence department, this allows It "toquickly 
link up personnel with equipment m theatre 
(of war|" 

It IS against this background that one has 
to read the importatice ol US proposals for 


India At a prc.ss conference held in New 
Delhi on June 7 the C-tn-C of the US Pacific 
Fleet Admiral Ronald J Zlatopcs told 
C4)rres|M)ndcnts in the presence of Indian 
dclence officials that the US was explonng 
ways of increasing the frequency of visits 
by warships at Goa and Cochin from the 
Gulf, utilising the services of Indian shipyards 
lor repairs He added that the US was keen 
on ail agreement for its "naval ships doing 
repairs in the Mazagon Owks and making 
Cochin and Goa as permanent ports of calls 
for the US navy, which lias a»largc 
deployment in the Persian Gull" These 
requests for rest and recreation of the US 
irtHips, repair facilities for their naval ves.scls 
or entry into high altitude warfare school in 
India arc all pan of Ihe US and the EU’s 
strategy to defend their oil supply routes, 
turn GCC into a captive market, protect the 
client-states of GCC and dominate the Indian 
Ocean trade and communication routes. 
These objectives arc contrary to the long¬ 
term interests of the countries in the region, 
specifically India. The Congress and the BJP 
had backed the Chandrashekhar government 
when it succumbed to US arm-twisting dunng 
the anti-Iraq war in 1990 to allow refuelling 
of US reconaissance and transpon planes. 
More recently in 1993, US warships detained 
and searched an Indian merchant navy ship 
in the Persian Gulf. Further, US treasury 
secretary Robery Rubin protested at the 
coinciding of his visit to India with that of 
the Iranian prc.sideni in April. There wasalso 
a motivated campaign in Germany and the 
US again.st Indian exports ol chemicals to 
Iran under the guise of claiming that these 
exports were meant for ‘nerve gas’ 
production. The hypticritical commitment 
of the US and the EU to nuclear disarmament 
and nun-proliferation of weapons of mass 
dcstniction .seeks to protect their monopoly 
and is a recurrent irritant for India. It should 
be apparent therefore that US military 
presence or that of Germany and Britain is 
a major cause of instability in the Indian 
Ocean. To characterise this as ‘friendly’ or 
to pass it off as pragmatism is to lower one’s 
guard against imperialism. 

Wrong Tarokt 

EJespitc this, the highest echelons of Ihe 
GOI argue that since Pakistan is the main 
threat to India (with China to a lesser degree) 
then winning over the US and the EU would 
I sol ate Paki Stan. The coincidensjg of i he I ndo- 
US defence tics beginning in 1990, with the 
moment of extreme vulnerability of the 
Indian economy and just prior to Ihe new 
period of ‘illiberalisation’ of economy should 
not be overlooked. Within five years, in 
January 1995, a defence agreement was 
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signed between India and the US. Ait thi.s 
has been defended in the name of containing 
Pakistan. Therefore. concc.s.sions in the ftirm 
of military and economic openings are 
intended to match and neutralise tlio.sc being 
made by Pakistan. Thus, the ups ami downs 
in indo-US tics are related to ihc current 
status of ties between India and Pakistan 
with the US. To cite an example the first 
meeting of the U.S-Indian joint policy 
group, established during US defence 
secretary William Pcriy’s vi.sit in January, 
was scheduled for June 20-22 at Washington. 
India called off thi.s meeting because it wa.s 
otfended by the revival of the US-Pakislan 
defence consultaiiVC group set up in IMHO 
The remarks ol uiidcr-sccrctary Walter 
Slocombe that the Indo-US bilateral defence 
tics have to evolve ‘gradually’ so as not to 
alter the balance ol powcrinihejcubconlinem 
was seen as a rebuff to Indian efforts to 
develop more substantive security relations 
with the US. When the oslcasible premise 
governing India’s relations with Ihc US 
remains unachievable, the GOI and 
parliament arc expected to rc-cvaliiatc and 
mtcirogatc the fundamental basis of India's 
political relations with neighbours and the 
big powers. Instead, the failure becomes an 
occasion foradoptingachauvinistic posture 
vis-a-vis Pakistan and other neighbours. In 
other words the absurdity of upgrading 
Pakistan as the main enemy and 
downgrading a global imperial power as 
source of danger to the region is never 
questioned. However, the presence of US 
naval ships in the Indian Ocean, the large 
deployment of the US ground forces in the 
Persian Gulf countries with the simul¬ 
taneous expansion of US economic activity 
in India will certainly affect us. 

Nonetheless, it should be remembered 
that the concern of the Indian army at Ihc 
presence of ‘foreign troops’ is a self-serving 
argument. Hud Ihc army been so concerned 
at the dilution of Indian sovereignly, it ought 
to have been the first to raise an alarm at 
the ourgeoning Indo-US tics, which arc 
nothing but one-way appeasement of Ihc 
US. Equally, if the army was concerned at 
the violation of national interests then it 
should have opposed its deployment in any 
anti-insurgency operation as u diversion of 
its alicniion and resources from arca.s which 
require urgent redrcssal What is more the 
army has not once condemned the threat 
po.scd to Indian sovereignly by the activities 
of Hindulva brigade which has time and 
again brought the country to the brink of 
civil war 

A close look at some arguments of the 
army shows that such deliberate leaks arc 
in tact meant for enhancement of its uiiihoriiy 
and additional allocation of resources. Foi 
instance, it is claimed that the army has not 
been utilised adequately in the anti- 
insurgency operations in J and K. Punjab 


and the north-east. It is claimed that the army 
cannot tram specialscd forces or equip them 
wiiii the latest weaponry due lo 'resource 
cruni h’ Facts, however, .suggest otherwise. 
It IS rcmark.iblc that whereas the social 
expenditures by the GOI do not keep pace 
with the oftlci.il inflation latc. expenditure 
on delcnce is pro'ceted Unlike .ill oihei 
budgct.iry allocations dclence ex|ViKliiurc 
proceeds from an already blo.itcd base, risi iig 
within a decade (Idh6-S7 lo I99S-96) iroin 
Rs 10,5(K1 crore to nearlv R.s 29.0tH) ciore 
Indeed, d'lhcarmy wcretocease mainiaming 
hundreds ol golf courses .ail ov'cr iliccouniry 
tucked away undci the item iiaining' it can 
save troies ol rupees and use ii for acu:.il 
training As lor unavailability o( betici 
weaponry one can salely assume by looking 
at the burning down ot Chiai -c-SharicI ihai 
upgrading of weaponry would wreak havoc 
many times worse 

Besides the army is engaged in anti- 
insurgency operations in J and K and north¬ 
east under a carle hianche in the form ol 
the Armed Forces Special Powers Act and 
the Disturbed Area Act. These two .acts 
make it an extra-constitutional aulhoriiy. 
The chief minister of Manipur Mated on 
August 20 that ‘Operation Sunnyvale’ w.is 
undertaken by the army wiihoui a request' 


from the state government. Thus, the 
complaints about 'inadequate utilisation’ of 
the army arc hanJio believe. What strengthens 
this |x:rccpiii)n is the destruction at Chrar- 
c .Shariel wiiich not only resulted in burning 
ol the shrine and one-third of the town but 
.ilso the csca|)C of twenty guest' militants, 
including Mast Gul, through the army 
dragnet The prime minister, passing the 
buck, claimed that (he local army 
sommandcis were given Tull authority’ at 
Chrar-c-Sharict. However, the rclusal to 
order a judicial inquiry into the incident 
makes clear that gross derelulion of duly 
ciihcrin formol atrocities or bungiingenjoys 
olficial protection 

It IS (lisconccriing lo sec the liberal 
squandering of public wealth going hand in 
hand with rise in military spending to 
suppress social discontent. It is against thi.s 
background that foreign investments are 
being followed by the presence of foreign 
military personnel and increase in military 
ties with the US. All this calls for a public 
debaic, lest the GOI drags the counuy into 
the quicksands of anii-insurgcncy and anti- 
Pakistan hystcri.a while pandering to the 
growing demands ol the imperial powers 
who are beginning tooccupy strategic heights 
ill ilie country’s alfairs. 
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Revamped Public Distribution System 

A Field Report from Maharashtra 

Madhura Swaminathan 

The revamped piihlie distribution svstem ’ - introduced as part of the 
government ’s new economic policies - was to reach all households in 
the target area mid ensure that thev had easy access to fair-price shops. 


How has the m heme worked? 

IN IW2,ihc);iiu'mii'L-iilul IndiainlrcxJuccd 
a new Sthenic', ihc Revamped Public 
DislnhulicmSysicnrcRPD.S) Tlicobjective.s 
ol this scheme weic lo expand and improve 
Ihesystcmol delivery olcommodilie.sthroiieh 
(air-price shops mceriainareasolihetoimny 
iilenlilied as backward’ areas (such as aie.is 
wiih a toiicemiaiion ol people ot ihe 
scheduled iribes oi droughl-pronc areas). In 
areascoveredbytlicRPD.S (heptiln > aimed 
lo improve ihe toverage ol inconie-|)iroi 
consiirners by the publit disinbiiiion sv sieni 
(by increasingthemiinberol l.ni price -hops 
by providing all households wiih .1 ..iiion 
card and so oni. to increase the laiiee ol 
commodities supplied loraiion-Caidholdeis 
and lo provide loocigrains and .ilhei 
commodities at prices lowei ih.m in ihe legii 
lar public disiribution system (I’lt.Si To put 
ihis policy III ,1 I'licc.lhc govemmc-ni ol 
Maharashtra introduced m IW2. a Special 
Action Plan lor 115 tehsils. ol which hN 
lehsils were dernied as 'tubal areas Ihe 
plan included piovisions lor selling up new 
lair-price shops, loi introducing mobile shops, 
and lor supplying addilional commodities 
such as tur dal (pigeon pea), tea powder, 
iodised sail. w<ishing and bathing so.ip lo 
ration caidholders .Special prices .inci 
(|uaniities were also announced lor the 
commodities 10 be distrihuied in Ihe RPDS 
In May-June IWS. I undertook a small 
study ol the ’levamped' public dislribiilion 
sysiein in K.iraigaon. a v dIage in the Talas.iri 
tchsil ol Th.inedisinei ' 'I he tehsil is entirely 
rural and mosi ol ihe popul.ilion aie pc'ople 
ol Ihe varh scheduled tribe It is.i icgion with 
alow density ol population Miisi houselu'Ids 
own a lew acres ot lain icd lanclandculiiv.ite 
one crop annually It is also an area w iih •. eiy 
low levels ot literacy, ('.irlicularly lem.ile 
liter.icy. In IWl.only 11 perceniol women 
in Talasari tehsil were hieiaie Howevei 
women's panieipaiion in the woikioue h.is 
high, higher ih.in the all-India avei.ige 
Women in the village were active in 
cultivation and in other agiiculture- and 
forest-relaied activities 
Malnutiiiion among women was wide- 
.spread.-’ Anthropomelric data that I collected 
show that .53 per cent ot the women surveyed 
were undernouri.shcd on the b.isis ol the 
Body Mass Index.' 

To recapitulate, an objective ol the 
revamped’ PDS was to reach all households 


111 (he targei are.i and ensure that they had 
easy access 10 laii-price shops. A lair-pricc 
shop was opened m the village in 1W2. the 
shop IS on die 'iiain io;id connect mg the 
vill.iec .Mill D.ih.iiui 111 Ihc souili .md 
I 'm.iig.im III ;lienoilh-wesl I’lie revamped’ 
scheme was not iiiiivcrs.il ol the 12 
households I iiuei viewed, nine households 
did not pc'ssess a ration card l-or iiiosi 
households, puic'hases Irom the lair-price 
shop were nitrequent .iild small rcl.itive lo 
iheii consumption needs fnllieni<>nihhctore 
the suivey. .May 1995. onlv siv luiuseholds 
h.icl bought I Ice or wheat Irom Ihe lair piice 
shop .Not a single household bought cooking 
oil leniils, lea. soap, 01 sail Irom the public 
disiiibiition syslem 

It.ised on entites m ration cards loi ihe 
previous 12 iiionths 1 estimated the total 
cju.intity ol ceieals bought Irom the I'arr- 
prue shop between June 1994 and May 
’995." 

These d.ita indicate a low levelof utilisation 
ol the PDS Among the 37 houschold.s lor 
which I h.ive complete data, the annual 
purchase of cereals from the PDS averaged 
9 5 kg per person ' This ligiirc is lower than 
die stale average, lor 1991, ol 24 kg per 
licr.son In Kerahi, Ihc slate with the most 
succe.sslul public di.siribiilion syslem in Ihc 
country. purchases ol cereals (ncc and w heal) 
aver.iged 69 6 kg per person in 1991, flsing 
the K'MR norm of 370 grams a day as a 
desirable minimum, annual cereal 
requireitienis are 135 kg per capita Among 
the surveyed householc'ls, purchases Irom the 
PDS .ucomt'ed loi only 7 per cent ol this 
norm In shoit die contribution ol ceieals 
supplied tliiough Ihe public dislribulion 
syslem lo loial requiienients ol cereal 
c orisnnipi ion w.IS very small, and the qii.inlily 
ol ci'ii.ils soiigiil by lamdics in .111 .iica 
covciccitn ilie lev.iiiiped' PD.S-mircKluced 
•IS p.iii ol pu govemmeni of India's new 
economic policies w.is .ictu.illy less than 
(he iver.ige lor the stale as a whole. 

Ill many p.irls ol India, pailicul.iily urban 
India, purch.ises Irom lair-pricc shops have 
declined in recent years because the pnee 
dificrcntials between market prices and ration 
puces have ii.irrowed. In the Talasari region, 
howevei. (here is still it sub.sl.intial price 
dll lereni!..l be! ween private markets and fair- 
price shops The common variety ol rice, for 
example. eo.sts around Rs 5.50 ricr kg in the 


fair-price shop and Rs eight in private stores 
in Umargam, the nearest market. Tite unit 
pnee difference is proportionally higher still 
for wheal, sugar, cooking oil and lentils. 
Most people said that they did not buy goods 
Irom the PDS because the commodities were 
not available when they visited the fair-price 
shop. For those with low incomes, and 
particularly for manual daily workers whose 
earnings arc irregular, it is diltlcult lo buy 
ItMidgrains from Ihc lair-pricc shops; when 
workers have the money, the stores have no 
stocks of cereal, and whei. they have stocks, 
workers cither do not have Ihc money or 
cannot afford lo buy cereal in bulk In May 
1995, 37 of the 42 households interviewed 
could not afford to buy the common variety 
ol iicc in Ihe maikci either. Instead, thev 
purch.iscd 'kaiiT or biokeii ncc at a rate ol 
Rssix lo .seven a kilo In other woids, because 
ol irtegular supplies of gr.uns through the 
RPD.S, consumers paid more in the priv.iie 
market than in Ihe fair-price shop and they 
dul so loi a commodity of lower quality 
II the elleciivencss of the 'revamped' 
public distribution sy.siem were lo be judged 
iiitermsol whether it provided all households 
with an .idequale quantity ol loodgraiii and 
ccriaiii other basic commodities at reasonable 
pnccs. It must bejudgeda failure in Karajgaon 
village 

Notes 

[I am very grateful to Mariam Hhawalc. Hcmiala 
Kom, Sanjoy Raut, .Sainoo Solar. Shakiinlala 
ami Kaiiiji Varif.j for their help during my field 
visit, and to V K Rainachandran for his advice 
and comments) 

1 This ca,sc study is based on intureviews 
conducted with 42 households in the three 
scttleinenLs ('padas') of Karajgaon village. I 
estimated that there were 179 households in 
the village in 1995 I did not have a full listing 
of all households. I went to every hamlet of 
the vil lage and interviewed households in every 
hamlei 

2 The cereal intake recommended by the Indian 
Council of Medical Research (ICMR) is 370 
grams per day; this is in addition to the other 
cIcmcniMif a balanced diet Preliminary resulls 
from my study indicate that 'he avemge daily 
consumption of cereals per capita was about 
20(1 grams, other items of Ihe recommended 
dici ilcniils. vegetables, edible oil. meat, fish 
and eggs, milk and milk products) were eaten 
irrcgulurly, if at all. 

3 This IS based on data for 53 women. 'The 
Rudy Mass Index (BMI) is defined as 
wcighi/(heigh|-’); Ihe cut-off norm for 
ideniilying undcrnutriiion that I have used is 
a BMI of 18.5 

4 One problem with ihc data v4hs that, in some 
cases, Ihc households said they had not Niught 
the quantities entered in (he ration c.anl by 
the fair-pncc shop dealer. This problem of 
‘false entries’ need.s to be investigated 
further. 

5 If ihe ten households who made no purchases 
are excluded. Ihe average quantity purchased 
was 13 kg a year 
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R^ecb^iiig Wafer Scarcity 

Limitations of Governmental Approach 

Abhas Kumar Jha 

The ministry of rural development has recently come out with new 
guidelines for watershed development in areas coming under the 
Drought Prone Areas Programme and the Desert Development 
Programme. While they incorporate a more innovative and flexible 
approach to watershed management, they still continue to neglect 
important b.'mes including gender-related problems and common 
property resources. 


IN April 1993, (he governmcnl of India, 
constituted a technical committee under the 
chairmanship ol C H Hanumantha Rau to 
go into the technical parameters for inclusion 
and exclusion ol areas Irom the Drought 
Prone Areas Programme IDPAP) and the 
Desert Development ProgrammctDDPland 
alsotosuggestmodilicationsmtheguidelines 
to streamline the programmes The report 
was submitted by the committee thcrealtcr 
referred to as the Report) alter extensive 
field visits, receiving memoranda Irom the 
slate governments, deliberalinns with a 
number ol experts and nine meetings The 
ministry of rural development, in its reponse 
to the report, has come out with the revised 
Guidelines for watershed development 
(hereafter referred to as the Guidelines). 

The DPAP can be traceil back to 1970- 
71 when the rural works programme was 
launched with a view to reduce the seventy 
of drought in the allectcd areas covering .34 
districts along with pans of IH other districts 
The DDP was started in 1977-7Kinlhe light 
of the interim and final reportsot the National 
Commission on Agriculture which suggested 
an afforestation and livestock development 
programme for the hot and cold desert areas. 
Roth the programmes have seen a 
considerable dilution and shifts in objectives 
to be achieved. At the core of these 
programmes is the emphasis on ecologically 
sastainable development through activities 
lelating to soil conservation, land shaping 
and development, water resources 
conservation and development, afforestation 
and pasture development. However, the 
programmes were confined to the generation 
of employment and renumcrativc work up 
to the fourth Five-Year Plan when mitigation 
of scarcity conditions got addetf as an 
objective. The mid-term appraisal of the 
Fourth Plan shifted the emphasis of the two 
programmes from generation of employment 
to creation of durable as.scts. It was the 
recommendation of the task forces headed 
by B S Minhas and M S Swaminathan and 
the 1988 mid-term appraisal of the Seventh 
Plan which clearly spelled out drought- 
proofing and control of deserti fication as the 
main objectives of the DPAP and DDP. 
However, in the process "the direction of the 


programmes got diluted depending upon., 
the perception of the state governments, 
spendingcapabiliiicsot sectoral departments 
and pics.suics exerted by different interest 
groups...DPAP/DDP were perceived to be 
against the short-term gains.. and pulled 
away from the integrated approach to long¬ 
term drouglii-prooling of the area." [Rvihui, 
paras 2 17 .ind 2 2()| Thus, the Report liiids 
three major lactors respi'nsiblc for the lailurc 
ol the programmes ' (1) Poor .ind ad hoc 
planning without any serious icgard lor the 
watershed appio.ich. (2) An almost complete 
lack ot people's participation, and (3) Weak 
co-ordination between and lack of integration 
among' works undertaken by diticrent 
agencies insolved in operation" [Report, 
para 4 I 11 

The nei result ol all the abiivc lactors has 
been that the progress ol these programmes 
has been chequered, at best. The Report 
brings out the interesting fact that the areas 
treated under the DPAP. .so lar, comes to 
about live million hectares which is only 
about 10 per cent of the geographical area 
of the blocks under the DPAP. The area 
treated under the DDP accounts lor only 
about I per cent ol the total area in the 
selected blocks [Report, para 3.21 The 
Integrated Wasteland Development 
Programme (IWDP. which is now under the 
purview ol the Watershed Guidelines i has 
also been marked by poor disbursements 
and low coverage [see Roychoudhary 
(1994b) lor a discussion ol the achievements 
of the IWDP). The DPAP has also been 
criticised on the grounds that the productive 
assets produced under the programme are 
oltcn extensions of resource intensive and 
drought vulnerable development packages. 
A.s a result. drought has often intensified and 
expanded as a result of such ecologically 
indifferent packages (Rangaswami quoted 
in Bandopadhyay et al 1986|. 

The Guidelines, on the hasis of the Report, 
seek to loimul.iie common objectises, 
strategics and expenditure norms lor 
watershed development within the DPAP. 
DDP. IWDP. Eniploymciii Assurance 
Scheme (EAS) and Intcnsificti Jawaliar 
Ro/gar Yojana (IJRY). A rough estimute ol 
the availability ol funds tor watershed 


development in I W3-96 would be; 

{Rs crorei 


DPAP 

200 

DDP 

100 

IWDP 

100 

EAS (50 per cent of 

total lunds) 

600 

IJRY (50 per cent of 

total funds) 

350 

Total 

1350 


This IS largely on the lines suggested by 
the Report (para 4.5.5). A commitment of 
such a substantial amount of funds for 
watershed development is. by itseli, a major 
and welcome jiolicy shilt. Ilic Guidelines, 
however, slop just short of bringing the 
enure gamut of rural employment and area 
development programmes w ithin its ambit 
by committing 50 per cent of JRY funds. 
This would have meant .ipproximalely an 
additional Rs I,(XX) crorc lor watershed 
desclopmcnt Equally significant is the 
acceptance of great flexibility in the 
expendiiiire norms ol the Guidelines This 
h.is been .i long-standing demand of NGOs 
working in the area ol wastel.ind/watcrshcd 
development IRoycboudhary I994b|. The 
Guidelines do not lay down cost norms for 
specific .icii vines but instead laydown broad 
.irea spccilic norms lor the entire project 
[Giiuleliiuw. para 4 6.4.7 and Appendix IIJ. 
This l.ici IS stressed upon by the Report as 
well (Para 4.7.16) 

PROBLI..VIS l.\ Kin I .Ml N1 ATIO.N 

The implcmentational structure envisaged 
by the Guidelines at the di.strict level is 
somewhat conlusing There will he a number 
of Programme Implementation Agencies 
(PIAs) in the district whose job will be to 
■■motivate the gram panchayais to pass the 
necessary resolutions to make public 
coniribuiions, conduct F'articip.itory Rural 
Appraisal (PRA) exerci.scs lo prepare the 
development plans lor each watershed, 
undertake community organisation and 
training lor the village communities, provide 
technical guidance and supervision of 
watershed development activities, manage 
project implementation, inspect and 
authenticate project accounts, undertake 
action research to adapt low-cost 
technologies and/or validate and build upon 
indigenous technical knowledge, monitor 
and review the overall protect 
implementation and set up insliiuiional 
arrangements loi post-project operation anu 
maintenance and tiirtlier development ol 
assc's created'^ [(!iiulelme\. p.ira 3|| This 
IS a tall Older indeed Given the general state 
ol the technical and insiiluiional c.ip.ihilitics 
ol district level agencies n is almost certain 
th.ii lindingarequisitc number ol competent 
PIAs will be next to iiripossiblc. 

Below one PIA there will be a number o' 
mulli-disciplinary W.iiershed Development 
Teams iWDTs). each WDT h.'iiidiing Id-12 
projects. All members ol the community in 
the watershed area are to be org.iniseU into 
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a registered watershed association which 
will meet, at least, twice a year to evqlvc/ 
improve the w.iiershed development plan, 
monitor ,ind review its progress, approve the 
statcmcni o( at( minis, form user/self help 
groups, resolve differences or disputes 
between ll•-cr/selt help groups, approve the 
arrangements for eollection of publie/ 
voluni.iry cont ribiilions, etc. The day-to-day 
aeliviiies ol the project will be earned on 
by a 10-12 member watershed committee to 
be nominated by the assix’ialion. Each project 
will have a lull tune paid watershed secretary. 
The logic behind such a plethora of 
agencies is inexplicable While the 
asswialion (which is the general body of the 
coinmuniiy of poisons benefiting from the 
watershed), the eoinniittee as the 
iniplcmcntalioiial wing ol the association 
and the WD1 .is an mpiii of technical 
expertise is understandable, the PI A appears 
to be a redundancy in the scheme ot things 
The admitiistiali ve structure envis.iged by 
the Guidelines is ,iKo in.idcquate. It is 
mentioned in passing ili.it the state 
government departments paiticip.iling in the 
programmes shall be subject to the overall 
supervision and guidance ol the r)Rf)As/ 
Zilla Parish.ids | Ciuuh'hiitw. para 34) Given 
the psychology ol pioiecting one’s furl hy 
all sectoral dep.irimcnts this will be difficuli 
toenlorce Thefiuidchnes should have m.ide 
It nceess.iry lor e.ich stale to t orm a watershed 
dirccioiaic on the pallcin ol Karnataka, in 
which the slalt ol the v.irious sectoral 
dcparlmenis imild be deputed puiely on a 
voliintaiy basis with, pcrh.ip.s. a generous 
deputation .illowaiice as an intenlise fhese 
pcisons could then be [ilaccd under the 
adminisiraiive control o( the chief exeiiilive 
olfuci ol the /.ilLi p,tMshad/DRf),\ as the 
case may he 

The le.isibilityol |)ciiple's (i.irlicipalionin 
an unequal social selling and. more 
importantly, ol policy mandated’ 
community paiiicipalion, is largely 
dchalahic. A number ol studies have pointed 
out tli.it the success in ciivironniental 
regeneration at .Sukhoinajri was, m a large 
measure, l.ieilil.itcd by the (act that the village 
was .1 iin.ill laigely homogeneous 
eommiinily Out ol ,i total of 39 families 
only 2 were Jats. the rest being Gujjars (see 
Chambers el ,il I9K9. Roychoudliary I994J. 
The .same expenment when tried in other, 
less homogeneous communities was less 
than .succcsslul, e g. the village of Lohgarh 
where the Hanjans accused the high caste 
people ol usurping all the benefits. 

Chambers et al (19X9) have defined three 
t haracleristics lor the success of community 
control and management.(I jThe village has 
'.ertain unique geographical and .socio- 
ecsinomic characteristics (upland/tribal 
village, undulalingtopograj'hy. a population 
ol ,30-100 lamilic.s. dependence on 
wastelands very high, one ca.stc domin.int. 
authority of village ciders still intact etc). 

(2) The g.iins from organisation arc high for 


both the village elite and the commoners, 
and (3) A leader willing to run the show Tor 
non-monetary gains. The experience of the 
Joint Forestry Management (JFM) 
Programme m We.st Bengal further il lustrates 
the {Hunt. The JFM programme in the state 
has often been hailed as a major success 
story and a policy model to be followed by 
all the other slates, Arora( 1994) has pointed 
out that people’s participation in forest 
management preceded the introduction of 
the JFM rules in 19X9. There were more than 
! ,2i.X1 protection committees existing in the 
stale bcioro 19X9. Moreover the existence 
ol active panchayali raj institutions and the 
policy of land reform.s preceded the 
introduction ofihe JFM rules and doubtlessly 
contributed to the active public paiiicipalion 
in the programme 

In this context, the Guidelines appear to 
set great store to the f act that the watershed 
associations will approve the watershed plan, 
expenditures and accounts This, by itself, 
nuMns nothing at all as the experience ol the 
JRY has shown. JRY requires the annual 
action plan of the punchayal to be approved 
by the general body of the panchayat In 
many, if not most, ca.scs the ‘Aam Sabha’ 
IS ciihi-r not held .it all or, if held then the 
poor do not or arc not .iliowcd to pai ticipaic. 
’Ihe point IS that ‘people’s jiarticipation’ 
cannot ignore the l.irgci socio-economic 
I'ontexi 

Nfgi n'n d Issils- Gr nw r a.su CPRs 

Both Ihe Rcjiort and the Guidelines tail 
to addie.ss adequately the critical issue of 
Common Propeity Resources (CPRs) m 
high stress eco-systems, 1’he Report meiely 
stales that the ireatmcni plan for the 
wdlcr.sheds should '‘include all categories o( 
lands including . village commons [Repon, 
pard4.2 5], Similarly, Ihe Guidelines mention 
that the watershed development plan “should 
specifically outline the problems of and the 
approach to tackle (amongst other things) 
CPRs" {Guidelines, para 87J. Jodha (1990) 
has show n that during drought Ihe percentage 
of rural hou.sehoIds using CPRs goes up 
significantly (range of values were 68-72 
pei cent in drought years as compared to 
25-38 per cent in non-drought years). 
Siniilarly, Ihe CPR contribution to total 
sustenance income (excluding relief and 
credit) in drought years ranged from 42-57 
per cent as compared to 14-22 per cent in 
non-drought years. The complementarity of 
CPRs with Private Properly Resources 
(PPRs) has also been shown to be significant 
in dry regions through the sustenance ol 
faim animals (as a source of forage and 
fodder) and hy tilling re.sourcc and product 
gaps laced by PPR based systems. It has also 
been found that despite large scale depletion 
of CPRs Ihe rural poor continue to depend 
on them. Traditional farming sy.stems in dry 
areas partly derive their stability and viability 
through CPRs [Jodha 1986J. In this context 
the protection and regeneration of CPRs 


should clearly have been the poimbf cerjlrai 
focus in the Guidelines, which is clearly not 
the case. A related issue is that of the sharing 
of usufructory benefits. The failure todefine, 
establish and publicise (he rights to the trees 
and the procedures for marketing and 
allocating benefits has been seen to be crucial 
in the failure of community forestry 
programme [Chambers et al 1989: I67J. 
Both the forest policy (GOI 1986) and ‘the 
National Con.servation Strategy and Policy 
Statement on Environment and 
Development’ (GOI 1992) assign an 
important role to a clear and unambiguous 
definitiem of unsufructory rights. This is 
another important issue whic|i remains 
largely unaddressed by both Ihe Report and 
the Guidelines. The latter rcqi'i.-; 'hat tho.se 
villages he given priority in selection in 
which a resolution is passed that the benefits 
from CPRs and other community assets 
crcatetl under the programmes will be shared 
with the weaker sections of society 
{Guidelines, para 25(d)J. The capacity of 
the poor to get such a resolution enforced 
and the willingness of the bureaucracy to 
enforce it is highly questionable. 

Both the Report and the Guidelines totally 
ignore the crucial ro).c women can play in 
watei shell development. This is an exircmcly 
importani omission. The Guidelines only 
require that ‘adequate repieseniaiion’ be 
given to women in the watershed 
development committee [Guidelines, para 
371, Women most often lose out in bcnefils 
from forests and forest activities. They are 
ihc main collectors of fuciwood, fodder and 
minor lorest produce. The Second Citizen’s 
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Report on the State of India's Environment 
states. “Probahly no other group is more 
aftected by environmental destruction than 
poor village women. Every dawn brings 
with it a new march in search of fuel, fodder 
and water” (CSE (1987) quoted in Kumar 
1992). See the latter for an interesting 
discussion of the women’s movement vis- 
a-vis the environment. See also Gccta Sen's 
article in Sen ct al (1994) for a feminist 
perspective on the issues of environment, 
population and development]. Several NGOs 
have shown the way in making women sclf- 
reliant through programmes for 
environmental regeneration. Community 
involvement also appears to be greater in 
programmes with greater female participation 
[see Vohra (1990) for the experiences of 
MYRADA. Banwasi Sewa Ashram and the 
Rural Development Association in this 
regard) The Guidelines needed to take a 
much more .aggressive and pro-active stand 
on the gender issue by requiring that a 
minimum of 50 per cent of watershed 
secretaries be women and by assigning certain 
specific tasks like the raising of nurseries, 
seed banks, and fuel and fodder banks 
exclusively to women. 

DiHiv.itrNcu IN Emphasis 

There arc several subtle, yet important, 
divergences between the Report and the 
Guidelines The Report gives the eminently 
sensible suggestion that once the blocks to 
be taken up under the programmes arc 
selected, different micro-watersheds of area 
not exceeding 500 hectares may be identit'icd 
using remote sensing techniques IReport. 
para 4.2.6). Using the severity of .soil erosion 
and depletion of vegetal cover as the .selection 
critena, all the micro-watersheds can be 
prioritised in a manner such that each village 
in a block is covered within 10 years Incase 
of similar resource degradation m more than 
one micro-watershed the report suggests that 
scarcity of drinking water, larger population 
of SCySTs, preponderance of common lands 
and watersheds where actual wages are 
significantly lower than the minimum wages 
may be made the selection critena [Report, 
para 4.2.7). The C^iidelines do not refer to 
the use of remote-sensing maps at all. and 
instead reiterate the latter four criteria of 
the Report and, in addition, introduce 
contiguity to a previously taken up micro- 
watershed as a selection criteria [Guidelines, 
para 26). The use of the more objective 
criteria of remote sensing evaluation of soil 
erosion and depletion of vegetal cover, 
particularly when the technology is readily 
available, for initial screening and 
prioritisation of the micro-watersheds would 
be significant in resisting the local level 
political pressures forspreadingthe resources 
available thinly over a number of villages 
and constituencies. 

Equally significant is the criteria for 
selection of blocks under DPAP/DDP. The 


Report suggests the use of the moisture 
index (Ml) as a criterion for coverage and 
allocation. The Ml = (P-PE)/PE x 100, 
where P = Precipitation and PE=Polential 
Evapotranspiration. On this basis the 
following entena is suggested: 


Ml 

Programme 

Permissible 

Eco¬ 

system 

Irngalcd 
Area (Per¬ 
centages) 

<-66 7 
-66 7 to 

DDP 

Arid 

50 

-3.3 .3 

DPAP 

Seini-arid 

40 

-33.3 to (1 

DPAP Dry-.sub humid 30 


[Repon, paias 4 7 2 and 4 7.7) 

The Guidclinc.s say nothing at all on this 
subject. 

SimiLirly. the entire issue of the 
conjunctive use of surfaceaiid groundwater 
tails to find mention m the Guidelines. The 
Report lays great stress on this aspect and 
even gives a negative list of irrigation 
Structures, i e, those whose construction is 
to be diseouraged in the programme areas 
(para 4.4 2) It is true that the data on 
groundw.iter extraction and recharge arc 
highly inaccurate [Mocnch 1992] 
However the groundwater potential as 
assessed by the various state level 
groundwater agencies would be an 
important variable in the selection of the 
micro-watersheds in that the ‘grey’ and 
‘dark’ rones should be high priority areas. 
Equally strange is the fact that the concept 
of water budgeting fails to find mention 
in both the Report and the Guidelines. A 
water budget must necessarily form a part 
of every micro-watershed plan. 

The critical question to be asked is what 
do the success stones tell us? We now have 
a numbet of well documented successes in 
this Held such as Sukhomajri, RaJegan Siddhi, 
Jhabua, Kabbalnala and Adgaon. The 
problem is that many of these cxpcnences 
are situation specific; the beautiful but not- 
replicable variety. Often a dynamic leader 
has been the crucial catalyst; whether it is 
Annasaheb Hazare in Ralegan Siddhi, Vijay 
Borade in Adgaon or P C Mishra in 
Sukhomajri, The Guidelines clearly seek to 
build on the experiences gained so far, both 
by the NGOs and government agencies An 
interesting innovation in this regard is that 
one of the activities permitted by the 
Guidelines as a community entry-point 
activity is repairing a village temple (para 
70). This clearly draws on the experience 
of Ralegan where one of the first activities 
undertaken by Anna Hazare was the 
renovation of the Baba Yadav temple [Mecta 
et al 1994). Another innovation is allowing 
exposure visits to successful enterprises for 
members of the user groups to be borne out 
of the administrative costs (Para 75). It can 
be hoped that gradually an active information 
netwoik will be built up with exchange of 


views through various fora including, 
perhaps, a newsletter. 

The Report and, even more so, the 
Guidelines are extreme departures from 
usual government policy statements. The 
manner in which both the documents seek 
to build upon the experience gained so far 
in watershed development, especially the 
indigenous methods of 'drought coping’, is 
extremely praiseworthy. The stress on 
shramdaan’, the focus’ on community 
participation and empowerment and the 
flexibility in expenditure norms are all 
significant innovations. What we have sought 
to show here is that there remain vital 
omissions and shifts in focus and, more 
importantly, there arc certain inherent 
limitations and contradictions of policy 
mandated people’s participation. Nonethe¬ 
less. the spirit behind the two documents is 
admirable, based as it is on delegation and 
trust III the ultimate beneficiaries of the 
programmes. 

(The views expre.sscd here arc personal and do 
not, in any way. reflect the views of either the 
guverninent of Bihar or the government of 
India I 
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WEST BENGAL 

Left Front and the Police 

Case of Bhikari Paswan 

Biren Roy 

h has become customary for the Left Front government to defend every 
action of the state police, however brutal and indefensible. This is 
making it possible for the Congress, and the Youth Congress leader 
Mamala Banerjee in particular, to emerge as utampions of human 
rights. 


THE mysicnous (Jisappcarantc of Hhikari 
Paswan. reportedly Ironi polite custody, has 
raised serious questions about the role of the 
West Bengal state police and. by extcnsioii, 
ot the Lcit Front government. The sequence 
ol events was as described below 
Bhikari Paswan was a casual worker 
employed in the Victoria Jute Mill, 
Telcmpara. in Hooghly district, owned by 
R J Brearicy. a British citi/cn who generally 
resides in London There was enough 
discontent among the workers lor the 
management's delault in payment of PF 
dues. aiTcar bonus and wages which totalled 
about Rs 18 crorc The workers were 
demanding that the weekly wages and arrear 
bonus due to them be paid before the Puja 
holidays that were to start on October 22, 
1993. There were a number ol unions in the 
mill allili.iicdiudifferenltr.idc union centres, 
but none of the unions paid serious atteniion 
to the workers' grievances Discontent 
brewing from before burst into the ojK'n over 
the non-payment of workers' dues which 
were to be paid on October 17. 1993 The 
whole wrath ot the workers was directed nut 
so much against the management as against 
all the unions whose local oflices were 
smashed and leaders were atlackcd .Some 
unions lodged an FIR with the local police 
outpost. As a consequence seven workers 
were arrested On the morning of October 
21 . about a thousand workers assembled,at 
the local police .station and demanded the 
release ol their colleagues, but the police 
refused to release them There was a scuttle 
between the agitated workers and the police. 
As a result, several workers were injured and 
a police constable. Balaram Singh, who was 
seriously injured, later succumbed to his 
injuries in hospital Following this, a case 
was registered and some workers arrested. 
Bhikari Paswan's lather filed a writ {Ktition 
on November 22. 1993 belorc the Calcutta 
High Court in which he alleged that his .son 
t Bhikari Paswan) had been picked up by the 
police on the night of October 30-31; since 
then he had not been produced belore any 
court and had remained untraced. The police 
denied the allegation .iiid slated that Bhikari 
Paswan had not been arrested at all 
But .acording lo the Associ.ilion lor 


Protection ol Democratic Rights (APDR) 
which also tiled a habeas corpus petition 
before thcCalcutta High Court on November 
17. 1993 .tnd also sent a faci-linding team. 
22 persons had been arrested. Bhikari Paswan 
was one ol them and his name appeared in 
the list ol arrests (serial number 19) which 
was later tampered with by the police and 
the name ol Ni/ani was writicn in Bhik.iii's 
place In support of its contention, iiinongst 
other evidence APDR has cited the report 
of Central F'orensic .Science Laboratory 
which. iiiU’i tilici. slates 

A carclul microscopn. examination reveals 
lhal the existing blue carbon writings ic.iding 
Ni/ani' has been written over some original 
blue cai bon writings which when deeiphci cd 
lead as "Be - a - e” The letter at the second 
dash position could be small 'h' or 'I' The 
letter ai the 3id dash position allei small 
leticr a'could be small 'r' The iwo straight 
sli okes have been used toprevent the reading 
ol the liii.ll small English lettei 'e'. 

Alter recording some evidence, including 
lhal ol the police, the division bench ol Ihc 
Calcutta High Court, passed an ordci lo Ihc 
clicct on June 8. 1994 that "it is necessary 
to investigate the matter by an independent 
agency and so we direct the CBI lo report 
whether Bhik.iri Paswan was at all arrested 
or taken into custody ol police on the 
alorcsaid dale”. The aforesaid date means 
the midnight of October 30-'*I, 1993 
The CBI made its enquiry spread over 
about a year and recorded evidence of 
concerned persons and submitted its report 
belorc the high couit on May 13 this year. 
The icport concluded. 

In the light ol the facts which have come 
to light during the investigations, it can be 
concluded lhal Bhikari Paswan was indeed 
picked up by the police party from his 
residence on the night of 30/31 10.1993 at 
about 12.30am His whereabouts since then 
arc not known 

Sharad Kumar 
SP CBI 
SIC-ll/Ncw Delhi 
Another iffliiguing aspect of the whole 
alfair is that Bhikari is reported to have 
been a stool pigeon in the pay ot Ihc local 
police. 


The CBI report is being ctmtested by ^ 
West Bengal slate government and the case 
is now sub judice. 

It may be asked whether the central police 
IS more dependable than the state police. In 
this connection, it should be pointed out that 
all important enquiries in the country have 
been undertaken by the CBI and the people 
in general have more confidence in a CBI 
enquiry. The CPI(M) which heads the Left 
Front government in West Bengal has 
supported CBI reports in other states, such 
as UP regarding atrocities by the UP 
go vernment during Utiarkhand agitation and 
also in the ca.se of the murder of^the Sikhs 
in Pilibhit. But it has thought it fit to contest 
the CBI report in West Bengal where it is 
in power It has become customary with the 
Left Front to defend all actions of the police 
in the stale. But this has caused resentment 
among a wide section of the democratic 
people. It cannot be ruled out lhal the Bhikari 
Paswan case was one of the factors res¬ 
ponsible lor the dcical ol the Left Front 
candidates in recent civic elections in 
Chandan Nagar and Chinsurah, areas adjoin¬ 
ing to Telenipara where Bhikari Paswan's 
mysterious disappearance look place. 

For ihc wrong attitude of and wrong steps 
taken by the Lett From, the Congresstl), 
e.specially the Youth Congrcs.s(l) leader 
Mamala Banerjee, has been able lo reap 
political advantage. .She has emerged as a 
great defender of human rights. Nobody can 
lake exception to her giving rinancial and 
moral support to the family of Bhikari Paswan 
and helping the lamily to conduct the case. 
But it is an irony of history that the 
Congress!I) which was responsible for the 
massacre ot jxilitical activests inside jails 
and outside during its regime in West Bengal 
m 1970s and whose central government 
imposed the internal emergency in 1975, 
when trade union and other democratic rights 
were .seriously curtailed, has today become 
the defender of human rights. It was during 
the Congress(l) regime in West Bengal that 
the mysterious disappearance of Saroj Dutta, 
a well known poet and journalist, took place. 
Public memory is short and many young 
person today arc not aware of these incidents. 
The Left Front led by the CPI(M), because 
of Its own role as a violator of human rights, 
has failed toexpose the role of the Congress(I) 
at this juncture and is on the defensive. 

However, it is not too late. There is no 
point in defending the role of the police in 
thedisappearance of Bhikari. The Left Front 
government should suspend the police 
personnel guilty for the disappearance of 
Bhikari Paswan and should pay adequate 
compensation to his family. Such steps will 
take the wind out of Ihc sail of Mamala 
Bancrji and other Congress(i) leaders and 
help restore the confidcnceof the democratic 
people in the Left Front government. 

Such steps arc not only jusli lied but also 
urgently called for. 
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^OiiH^riement of Ikin^ Nadu 
Panchayat Election 
Centre’s Role 

Girish Kumar 

The Tamil Nadu Panchayat Act, 1994, instead of encouraging people's 
participation through local representative bodies, provides enough 
grounds for bureaucratic intervention and slate control. 


THE constitution (seventy-third amend¬ 
ment) ad. 1992 has accorded a statutory 
position to the panchayat institutions, it has 
also ensured that once a panchayat is 
constituted under the statute, it cannot remai n 
di.ssol ved for more than six months. However, 
no deadline has been set for holding the first 
election for them under this act. In other 
words, this matter has been left entirely to 
ihc sweet will of the state governments. 
Using this lacuna in the act, many state 
governments have not even bothered to 
announce the election schedule (or their 
panchayat raj institutions (PRIs). This 
shortcoming is particularly glaiing in the 
case of states like Tamil Nadu where 
panchayat elections .ire long overdue In 
tact, during the last three dcc.ades. starting 
from 1965, panchayat cicettons in Tamil 
Nadu have been held only four tunes, the 
last election was held in 1986. and prior to 
that in 1970 

Cksiri’s Oimim k irv 

Aware of this shortcoming in the ad as 
well as the state governments’ reluctance 
(leaving aside notable except ions) todcvolve 
power below the state capitals, the union 
mini.stry ol rural development announced 
late last year that tunds for rural ile velopinent 
programmes will not be given to those states 
which have not initiated any action to hold 
the panchayat election under the act. The 
prime mini.stcr also reiterated this warning 
while .addressing a meeting of his parly 
workers in New Delhi on January .(() this 
year. Yet Ihc Tamil Nadu government 
maintained studied silence over this issue. 

Came February, and the union rural 
development ministry announced with¬ 
holding of rur.il development fundstoTainil 
Nadu involving over Rs 5(X) crore Within 
hours of this announcement, however, the 
prime minister intervened to bail out Ihc 
Tamil Nadu government. Although no 
olficial explanation was given (or thi.s volte- 
lace on the pan of the prime minister, it is 
not difficult to understand the reasons for it. 

The Congress Party has almost been routed 
m Karnataka and Andhra Pradesh and its 
prospects are equally bleak in Kerala, thanks 
to the misrule and high-handedness of the 
recent I y replaced chic I mi ni sicr Karu nak aran. 
Indeed, leaving aside Haryana. Punjab and 
Himachal Pradesh in the north-west, Oris.sa 
in the east and Madhya Pradesh in the ccntri), 
ilic Congress has already been dislodged 
|n>m power in as many as 10 major states, 
including Gujarat and Maharashtra > until 


recently considered to be its bastion. Not 
surprisingly, the prime minister is more 
concerned about the prospects of his party 
in the next parliamentary election than the 
revitalisation ot the panchayat system in a 
state like Tamil Nadu w.hosc track record in 
this sphere has been dismal. And this, 
notwithstanding the fact that ifa single party 
could be held responsible for the decline and 
fall of the panchayaii system in the state it 
is the ruling AIADMK. 

AlADMK’.s Dfxaying TArnrs 

As IS well known, when M G Rama- 
chandiun broke away trom the Karunanidhi- 
led DMK in 1972. he formed the AIADMK. 
largely enrolling the frcn/ied members of 
his fan clubs as us cadres. To these c.adres 
MGR was a living idol, such was the 
popularity ol the silver-screen hero turned 
politician. Rising on ihe cre.st of his popu¬ 
larity. duly strengthened by (he rowdyism 
ol these cadres, AIADMK has won so far 
(our js.scmbly elections inTamil Nadu, twice 
in alliance with the Congress. Notwithstand¬ 
ing these victories, MGR h.id realised that 
with the siippoit of such lumpen elements 
he would never be able to win elections for 
Ihc institutions o( local sell-government, be 
It a muniLipality or a panchayat After 
exhausting all conceivable arguments-even 
as frivolous as shortage of electricity to print 
electoral rolls, water scarcity and giving of 
serial numbers to houses constructed by 
■State housing board, etc. lor not holding 
elections of either panchayats or 
municipalities - he tound no other option 
but to hold elections lor local bodies in 1986 
The result, as MGR had apprehended, was 
disastrous for the AIADMK as the DMK 
emerged v ictorious. In fact, alter gaining the 
control ol local bodies, it was easier lor the 
DMK to win the I'aniil N.idu assembly 
elections in 1989. 

Although in her paiiy's manifesto for the 
1991 assembly elections Jayalahtha promised 
to hold local bodies election within six 
months il her party was again voted put to 
(lower, tour years ot her rule have passed 
with these liKal bodies remaining under Ihe 
control ol bureaucrats. 

Il .ilso needs to be mentioned here that the 
AIADMK voted .against the 73rd amendment 
in parli.iineni. staling that it implied an 
iniringement ol the stales' powers. The Tamil 
Nadu assembly r.itilicd the amendment 
when all other non-Congrcss-I ruled states 
had approved it. Ironically, this parly, as an 
alltance partner of the Congrcs,s during R;ij i v 


September 9. I99.S 


Gandhi regimes had supported the n4ih 
amendment which indeed was a real 
encroachment on the autonomy of the states. 

Again.justtwodays before April 24.1994 
which had been stipulated time as the last 
date for either amending the existing 
panchayat acts by incorporating in them the 
provisions of the 73rd amendment act or to 
frame a fresh legislation on the subject, the 
Tamil Nadu government came out with its 
new panchayat act. The state election 
commission was also constituted in June last 
year. But a precise schedule was never an¬ 
nounced for holding (he panchayat elections. 

Indeed, apprehending repetition of a 1986 
like performance by the opposition parlies, 
particularly the DMK. in panchayat election, 
the AIADMK government is again resorting 
to all sorts ol subterfuges to postjjone them 
as long as possible. The latest initiative of 
Ihc AIADMK government clearly bears il 
out. An amendment to the state’s panchayat 
act. 1994 providing rcscrv.ition for the 
backward classes at all levci.s of PRIs. was 
brought forward by the slate government on 
the last day of the budget session of the state 
assembly. Although well aware that this 
piece of legislation could not be (rassed on 
Ihe same day. the government cleverly 
pressed for its adoption to which Ihc speaker 
naturally, did not agree. Now given the (act 
that the next session of the assembly will 
be held in July, this clearly was well-planned 
device of the state government to wriggle 
out of the commitment made through the 
governor's address to hold the panchayat 
elections in June. 

It IS not only that Jayalahtha is reluctant 
to face the electorate on the local issues, she 
IS also distrustful ot the institutions of rural 
local governance. A close scrutiny of .some 
of the important provisions ol the Tamil 
Nadu panchayat act, 1994 reveals this fact. 

Anarimv ofTamii. Nadi; Panchayat 
Act. 1994 

The Tamil Nadu as.scmbly passed a new 
act, the Tamil Nadu panchayat act, 1994 
which came into effect liom April 24.1994 
replacing the Panchayat Act (1958). It has 
262 clauses put under 13 chapters. 

Gram Sahlia (GS) 

Under chapter II (clause 3) il is .stipulated 
that the GS will meet at least thrice a year 
to approve the village plan, annual budget 
and also review the progress of the 
implementation of schemes entrusted to the 
village panchayat Rut there is a rider which 
says there could be a gap of maximum six 
months between two such meetings If this 
provision is availed for any reason 
whatsoever then in a quick succession three 
GS meetings could be convened in Ihc 
remaining six months. What then would be 
the end-result is not even an intelligent guess 
This reflects a casual attitude towards the 
GS and lack of concern for making it truly 
an organ ot panicipatory democracy at Ihe 
grass roots level 

Powen ami Functioin 

The functions and (wwers ol vill.ige 
panchayat, panchayat union council <PI IC). 
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at the biwk level, and district panchayats 
(DP) along with their properties are 
enumerated under chapter V!H which has 
56 clauses. 

The village paiv hayat is entrusted with 
the constnictinn. repair and maintenance of 
all village roads, hndges, culverts, road- 
dams, drains, hunal grounds, wells (sinking 
and repairing), lighting and cleaning of streets 
and public places, cleaning of latnncs (both 
public and private). opening and maintenance 
of markets, parks, sport chihs, literacy centics 
as well as cenircs of physical culture and also 
centres lor imparting .social education. 
Besides, such other duties as the govcnimeiU 
may by notification impose' (sub-clause of 
clau.se 111). This Iasi provision also applies 
to PUC vidf .Scstion ll2(o). 

In short, all (municipal) regulatory 
functions are entrusted to the village 
panchayats. At the same tunc the act cleatly 
says, ‘provided that nothing in this clause 
shall apply to water supply for non-imgation 
purpose (read drinking water) and to sewage’ 
(clau.se 111 (1)1 But It has no role whatsoever 
in the field of primary education, health and 
public dislribulion system 
The PUCs are also supposed to carry out 
most ol these construction, repairing,opening 
and maintenance works piMtaining to several 
Items given above but only those which aie 
classinedas panchayat union loads, bridges, 
etc. In addition. PUCs .arc given ihc ia.sk of 
establishing and maintaining dispensaries, 
maternity and child weifare centres, 
■dai’(midwifc)-scrvice, hou.scs for poor and 
orphanage, elementary schixils. They have 
also been given Ihc responsibility ol training 
and employment of vaccinators, cic 
The act provides for subsidies to rural 
medical practitioners and of giants to 
privately managed elementary schools 
However, the norms loi fixing oft ihe 
amounts of these subsidies have such 
payments'’ It is not ficen spell out The act ' 
IS equally vague about the promotion and 
encouragement of cottage indusiiics (sub- 
clause (n)) and also regarding Ihe removal 
of congcsiionof population and the provision 
of house-sites (sub-clause(e)) 

The duty ol district panchayat is to advise 
the state government ‘on all mailers relating 
10 the services maintained by and all deve¬ 
lopment works undertaken by all Vi’s, F’l iCs’ 
as well as the line departments and agencies 
placed under the adminisiraiive coniroi of 
the governmcni IClause 16' (2-a)| In- 
lere.stingiy, sub-clause (2-c) of this clause 
also empowers the DP to keep a watch on 
the ‘progress o( measures undertaken by 
lower and iniermediaic level panchayat 
bodies and government dcparimcnis'. But 
what action the DP should lake if ihc progress 
IS lound to he unsatisfactory has not been 
specified. 

The appropriate rules and regulations lor 
the day to day functioning of PRIs arc yet 
to be trained Moteovci. the contents of ihc 
eleventh schedule of the eonslituiion (7.'rd 
auiciidinciu ad) has been copied out m low 
and appended as schedule IV of the act 
(clause 257), without any attempt made to 
distribute the functions among the PRIs at 
various'levels. Under the given circum¬ 


stances, will H not be too much |o entrust 
the PRIs with Ihe task of so-called de¬ 
centralised planning'.’ But the clause 240 of 
the act says lhal VPs and PUCs will prepare 
annual development plans ‘before such dale 
and such form as may be prescribed’ 

OOVLRNMENT CONTROL 

According to clause 204 of the act, if Ihc 
collector IS ‘satisfied’ with the written 
submission of a chairperson of a VP/PUC/ 
DP that owing to the non-coopcralion ol 
elected nicmbcis he/she was not able to 
perlorm his/her duties, the collector by 
notification can vest all powers of Ihc 
concerned p.Tnchayal body in ils chan person 
but (or a maximum period ol six months. 
The act does not offer any scope foi an 
explan.ition to be given by the eleeicd 
mcnibct'- against whom the complaint is 
lodged This means the collector can apply 
his sense ofjudgmeni even without knowing 
the other side ot the story 

Such vague wordings, one fears, might 
give rise to sycophancy among the ordinaiy 
elected members ol panchayat body as well 
.IS misuse of power by the collector In any 
case, this amounts lo appeasement ot the 
ch.iiipersons ol panchayat bodies ai the cost 
of democratic rights of ordinary elected 
members 

This becomes all the moie clear when we 
look at clauses 205. 207 and 209 of the act 
which read that if a complaint of a similar 
nature is made against Ihc chairperson of a 
panchayat body (VP/PUC/DP) by a iwo- 
ihirds majority of us elected members, the 
concerned chairperson will be given achance 
to explain his/her position befoic the 


collector.Howiev^.fbrtiidremQ'ndofdefKily 
ebairpertfons of fWs tlie coilectm‘'s powter 
is all the more discriminatory (clauses 206, 
208 and 210). It also needs mentioning that 
the chief executive officers of PRIs can 
forbid access to the records of PRIs to the 
elected members ‘for reasons recorded in 
writing’ (clau.se 81). 

Besides, clause 2.'2 exempts both, the 
elected representatives as well as Ihe officials 
of PRI, from legal action tor any alleged 
neglect or default in the execution of any 
act ‘if .such act was done, or such neglect 
or default occurred in good faith'. This 
provision is liable to be misused by corrupt 
PRI elected representatives and executives 
as well. Finally, under three morc/:lau.scs 
214,215 and 216 ol the act the government 
has armed itself with arbitrary [Kiwcrs to 
dissolve the panchayat bodies. 

On Ihc whole, it appears, that Ihe Tamil 
Nadu government is apprehensive about the 
proper devolution of power below the state 
capital. In first place, the act docs not offer 
much hope to encourage people’s partici¬ 
pation in the decision-making process under 
Ihc aegis of PRIs At another level it 
discriminates against ordinary elected 
members in their relationship with the 
chairpcr-sonsofPRIs And finally, it provides 
enough grounds for bureaucratic intervention 
and control. With such glaring shortcomings 
in the act, which could easily erode the 
functional autonomy ol panchayat bodies. 
Ihe upcoming PRIs under the new aci could 
become anything but institutions for local 
self-governance -- a tall claim made in the 
preamble of ihe Tamil Nadu panchayat 
act. 1994 
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iProm Slavery to 

Penal Slavery 

Vijay Prashad 

As fewer Americans find permanent, welt-paying jobs with benefits, the 
working class will be pleased to find work of any kind; building prisons is 
not a bad idea and working in ‘correctional centres' seems better than 
starving. 


A political event is reduced to a criminal 
event in order to affirm the absolute in¬ 
vulnerability of the CKistmg order 

- Angela Y Davis. If They Come in the 

Morninf;. VoUen of Re.tisuini e. New 

York. 1971 

ON November 19. 199.1, the US Senate 
passed the Violent Crime Control and Law 
Enlorcement Act (the ‘Crime Bill'j at the 
initiative of president Bill Clinton and the 
Democratic Party Among other provisions, 
the act allowed 14-year-olds to be tried in 
court as adults, it rai.sed the numbci of 
Icderal death penally olfences fiom two to 
60. It piovidcd monies tor 1,00,000 new 
fHtlice officers and it allowed the ludiciary 
to use ‘secret evidence’ in the expulsion 
ot ‘suspected alien leriorists’. The act. pol¬ 
iticians argued, rcsfionded to the needs of 
the American people Standard surveys, 
however, were not clear on the needs of 
the American people In February 199,7. a 
Time poll showed that only 4 per cent of 
those .surveyed .said ‘crime’ was a primary 
concern. By January 1994, the numbers 
jumped to 19 per cent as public opinion 
was dramatically orchestrated by the bour¬ 
geois intelligentsia (especially the media). 
Despite the fact that numbers of criminal 
acts had not increased in any dramatic way, 
a moral panic was engineered with the 
‘criminal’ as the new enemy of the Amer¬ 
ican individual' (who had Just won’ its 
cold war against the ‘communist’). The 
Crime Bill allowed the American public to 
believe that ‘enme’ is a major problem and 
that they must support the extension of the 
bourgeois police and the further 
miliiarisatton of everyday life. 

F.lections are a notable time for the 
crystallisation of ‘issues'. Presidential 
candidates draw upon their pollsters lor the 
signiheant ‘issues’ which are bothering the 
American people. Between 1948 and 1988. 
American presidents ran for election on the 
strength of their commitment to combat 
communism: from 1988 onwards, the 
enemy has become the ‘criminal’, who 
more often than not is the American Black. 
In 1988, theRepublican incumbent George 


Bush introduced the figure of Willy Horton, 
a Black man who was released Irom a 
Massachusclls jail for a furlough under a 
humamturiaii programme started by Bush’s 
Democratic opponent Mike Dukakis 
Horton, as it turned out. committed murder 
during his tup from jail Using a picture 
ol Willy Horton. Bush promised that he 
would not .illow criminals to roam the 
streets: the spectre ot the Black man was 
to haunt ihe campaign which Bush 
eventually won 

The Crime Bill of 1997 came on the heels 
of the Los Angeles rebellion ol 1992 and 
owes much to the then president Bush’s 
criminalisatioii of what should at the very 
least have been acknowledged as a political 
rebellion (asn was by .Mike Davis, ‘Kcalities 
of the Rebellion', Agom.ir Ihe Current, July- 
August 1992) On nativinal television on 
May I, 1992. Bush h.id this to say. “What 
we sav/ last night and the night before in 
Los Angeles is not about civil rights It’s 
not about the great cause of equality that all 
Americans must uphold It’s not a message 
ol protest. It’s been the brulalily of mob. 
pure and simple. And let me assure you. 

I will use whatever lotcc is necessary to 
restore order ’’ 

The criminal riff-ralf have to be put in 
then place the Bush verdict ie|>cated the 
finding of the Kerncr (Tommission on the 
Walls riot in Los Angeles in 1965. In 1992, 
the Black community was not as organised 
as it was in 1965 to defend itself from state 
racism. This time, in the midst of a recession 
and an attempt at stabilisation of capital. 
Black Amei ica was to be the target of political 
rivalry: who could be more lough on 
(Black) criminals, the Republicans or the 
Democrats'.' 

When the Republican Party released its 
‘Contract With America’ in mid-1994. it did 
.so in ordei to determine the legislative 
agenda. One of the items in the ‘contract’ 
was a direct response to the Crime Bill and 
It was aptly named; 'Taking Back OurStrccts 
Act’. The proptrsal is aimed to assert the 
ruling cliques full ownership and control ot 
more than the streets through a further 
extension of the bourgeois police and the 


system of incaittratibn. in order to keep 
“dangerous criminals off the streets", the 
proposed act asks that parole be denied, that 
the death penally be made more 'effective’ 
and that the police be securely funded. There 
IS no effective legislative opposition to the 
targeting of’criminals’ and ‘immigrants’ as 
the reasons for the enduring recession and 
restructuring of capital. As the agents of 
capitalism attempt to stabilise a lloundcring 
economy by ‘down-si/ing’, the population 
recklessly seeks any promises of action 
which may ofler a hope of immediate relief 
(government tax-icliof. aid forbusinc.ss,etc) 
or the prospect ol jobs (on the police force, 
replacement ot immigrant workers). 

'I'hc \'omig Communist League activist 
and editor nf Rare Pile, Libero Della Piana. 
ends a veiy sharp editorial on the Crime Bill 
with the lollowing statement: “Our society 
IS icaching the p.unt where there are only 
two classes of cili/cns: those in prison, and 
the polKc” (‘From Ihe Cold War to Ihe War 
on Crime’, Third Force, November/ 
December 1994). Instead of a peace divi¬ 
dend alter the end of the cold war, Della 
Plana argues, the ‘merchants ol death’ 
produced a “new war budget - this time for 
polic-c and pii.sons “ The US which already 
spends $ 80 billion on law enlorcement and 
incarceration, will now additionally spend 
at least $ 70.2 billion 11 Della Piana is 
I'onccrned about the increase in inmates and 
in the police force, Morris Thigpen, the 
director of the National Institute of Cor¬ 
rections, Is more sanguine. “People joke 
[ihatl vve sccin to be he.iding toward Ihe day 
when you’re either going to be in piison or 
working m some sort ol way with corrections" 
(.Sam Vitucni Meddis .md Deborah Sharp, 
Piison Business Is a Blockbuster'. USA 
Today. December 1.7, 1994). As fewer 
Americans find permanent, wcll-paymgjobs 
with benefits, the working-class will be 
pleased to find work of any kind: building 
prisons is not a bad idea and working in 
jirisons seems better than starving. But, as 
the ad<agc goes, people do not live by bread 
alone. People live on freedom, on love, on 
solidarity, on bread loo. those ‘basic needs’, 
however, seem to have lost their sanctity as 
America moves further towards an 
illibcralism whose only outcome is a 
polansation of the population and either 
lascism or, the Left gets its act together, Ihe 
institution of people’s democracy. 

CoNTKAn Labour 

.Since 1989. the median annual income for 
a working family in Ihe US has dropped by 
$ 2..744, according to the 1990Census report. 
an additional million lamilics fell below the 
poverty line.' This is the underbelly of Ihe 



current recession during this phase in the 
general crisis ol capitalism. Business, in an 
attempt to cITect a memontary stabilisation, 
arc reducing then worklorcc, demanding 
longer hours lor less pay and cutting back 
all the gams ol the labour movement (such 
as health care, unemployment benefits, etc). 
In l‘WI, the unemployment rate in the U.S 
jumped l.'i per cent as companies ’tlown- 
si/cd’ ; the uneinploymcnl rale lor managers 
rose by S.*! perceni What is most significant 
,iN>ul these numbers is that between IW2 
and I9KK (the 'm.igiear Re.'igan years), 15 
million new jobs were created and most ol 
these jobs weie in the service sector (which 
h.is home many ol the recent cuts alongside 
m.inulaclunng). ''riie mushrooming seiviie 
sector". Richard B.iinet argues, "turned out 
to be vulnerable to the s,ime tierce com- 
lieiilion dial h,is shrivelled Kicioiy payrolls 
in the U.S .ind caused real wages m 
ni,imilacluritig to drop 9 per cent since 
1975 Indeed, there ,ire by and large more 
low-w.ige jobs iod,iv in the seivice sector 
th.iiijjii manul.iciuring" (Richard Hainet, 
'1 he laid ol Jobs'. //ii;/icr'\ Mii^azinc. 
.September 1991) 

roniraci hibour, piece-work (including 
housework, childcare as well as manu- 
l.ic'iiiring oiiiw'otk) and icmporary labour 
are not new lorms ol labour, but they are 
increasingh bi;coniing the p,iradigm lor the 
American woiklorce I'W Taylor .iiid Henry 
Ford would not recognise today’s economy 
which relies less on lacloiy discipline ihan 
on the discipline ol siarvaiion contractors 
or jobbers oiler a haid-prcssed population 
work under unenviable conditions .ind the 
emjrloyers rely upon the dcspci.iiion ol 'heir 
■outworkers' to produce the c|Uolas. Qu.ilily 
healthcaie v ac at ton 11 me. etc. .ire the respon- 
sibiliiy ol the worker: the employer takes 
the best products, rejects the bad ones, and 
docs not hue the worker during lean times 
or il the worker is ill 

The US goveinmeni s Bureau ol Lahoui 
Statistics reported in 1994 ih.ii temporary 
agencies .iccouiitcd (or 15 per cent ol the 
new jobs created in 199.1 and 26 jici cent 
ol the new jobs created in l‘J92. in I9K9 
temporary agencies .iccounied lor les' ih.iii 
.1 per cent ol the new jobs Repotting these 
figures, Thi' New York Tinu-\ explained that 
"in the recession, many employ eis, here and 
elsewhere, tiied to keep their costs low bv 
increasing their use ot part-timers and 
temporaries, who work only during biisv 
periods and tisti.illy get no benefits" (M.irch 
1(1. 19941 College graduates ,iie now 
conlronted with .ijob market in which ihev 
.ire toned to work lor short-p.’nods doing 
d.iiacniry, conducting market surveys, going 
door-to-door selling products or driving 
trucks (the number ol truck drivers with 


college degrees has increased from 99,000 
in 1983 to 1.66.000 in 1990). A generation 
of temporary workers is now moving into 
the workforce. Some 30 million Americans, 
or 25 per cent of the workforce, are 
employed in such conditions and they cost 
40 per cent less than full-time permanent 
employees 

Stabilis.ition as a result ol capital's 
general crisis takes many forms; militarism 
IS one way out. colonial expansion is another 
and a liindamental revision ol the 'coniract' 
between c.npilal and labour is yet another 
form Inihccurrcntprocessol stabilisation, 
iheie are predominantly three components; 
sirucitral adjustment programmes in the 
third world and in e.istern Furope, 
technological developments of ‘smart 
weapons' and 'down-si/ings' in business 
in the oveideveloped world. For the 
purposes ot this essay. I am setting aside 
the lirsi two components. The 
overdeveloped world is able to le.in on 
mechanis.iiion .ind the increased potential 
productivity ol labour to relea.se its ‘.surplus' 
worklorcc (and add to the reserve army of 
labour) Who is to pay lor the upkeep ol 
this reserve aimy, this unemployed and 
shillless population'.'Families can no longer 
absorb the costs Rents are loo high and 
landlords arc very net about the number 
ol people who can 'camp-out' in an 
apartment Hence, homelessness In a 
unusually relleciiVC article, r/nicmaga/ine 
reported on "the dearth of working class 
jobs that pay enough to support a file with 
even theb, cnecessiiies" .Stagnating wages 
and escalating real esiale puces have raised 
the problem to "crisis pioporlions" A local 
lotirnalisi in Tclluride. Colorado pointed 
out that homelessness "brings instability 
and a surly workforce We can’t expect 
nice worker attitudes when people come 
to work begging a shower " in the same 
town, .1 worker in a shop who sleeps m .i 
sleeping bag during 4I)'"F nights h.id a very 
diKerent perspective "The town doesn’t 
re.ilise th.ii the people who do their dishes 
.iiid clean up alier them have to five 
someplace loo" i(J Jaynes. 'Down and Out 
111 lelluride'. Tiiiu\ September 5. 1994) 
Well.ire. ot state tinancial support, is 
becoming increasingly unavailable 
Obsessed with overturning Reagan's deficit 
spending ol the 198()s. thee urrcni managers 
ot the American economy are beni on 
cutting government spending Rather Ihan 
touch (he military (one component ol 
st.ibilisaiioni. subsidies to larmeis or 
subsidies in the lorm ol tax breaks to 
corporations, the regime .iinis to end (he 
social salely net lor the working poor and 
the disabled W ho, then, is to feed, clothe 
and shelter (he reserve army ol labour'.' 


As more end more people go tp prison 
each year in the US, (he jail becomes the 
storehouse of the redundant working 
population as well as its soup kitchen. The 
state would prefer to provide social services 
to the unemployed if they submit 
themselves to total surveillance; the jail is 
the ultimate place for such debasement. 
But the prisoners arc not reduced to 
monitored consumers; on the contrary, they 
work in what arc called correctional 
indust.ics if contract labour is the form 
capital chooses to hire workers and defraud 
them ol state-mandated benefits, 
correctional industries arc the way capital 
preys on prison inmates to defraud (hat 
workloicc of both benefits and minimum 
wage as well as to ensure that the taxpayer 
pays lor the upkeep ot the labour-lorce. 
The taxp.iyer subsidi.ses this expanding 
labour-force which is unable to bargain for 
higher wages and lor the most basic 
contractual arrangements. Prison inmates 
are a captive worklorcc who have no rights, 
only duties to ctipilal It anything, 
correctional indusiiiesarc the highest stage 
ol capilalisl exiiaction within a lorinally 
democratic Iranicwork 

Pi ,sai Lahol'k 

Th 're has never been any possibility (hat 
Linited .Stales labourers could complete with 
prison labour and still receive a viable living 
wage, and now it appears that our workers 
arc going to h.ive ;i choice - compete with 
scrl l.ibotir in the maqtiilador.is or compete 
with slave labour Irom the I Mexican I prisons, 
(Representative Henry Gon/alcv of Texas, 
March 18, 1992)’ 

Representative Gon/altv warned 
American labour (hat it would not be able 
to compete with foreign unorganised 
workers in iree-trade /ones and in pri.sons. 
The sad ironv ol Gon/.alc/'s warning is 
that It was misdirected: the u.se of prison 
labour has been growing in the US and it 
is beginning to function us the lever lor 
capitalist accumulation. Prison labour 
might be opposed to non-prison workers 
Irom (he standpoint of trade unionism, but 
It IS certainly not eontrudictory to (he 
dynamic ol capitalism. It might even be its 
most elficient lorm. From 1972 to 1992, 
liie number ot prison inmates working in 
'correctional industries' has increased hy 
l(X) per cent, from l.69,(K)0 to 5,23,(H)0. 
The prison-industrial cojpplex now hires 
more people than any Fortune SOOcompany 
with the exception of General Motors! 

The jail business in the US amounts to 
$31 billion, an amount which has local 
governments bidding for federal and state 
tails. Since 1980. the number of prisoners 
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^ U^ iiu' ij1|M uid ii«i,‘(t«e-^b’'arc 
ninning at about 118 per cent of their capa* 
city. The Crime Bill has authorised an 
additional $ 9 billion for the construction 
of jails. Construction companies, ancillary 
manufacturing (the making of sprinkler 
systems which ensure that inmates cannot 
hang from them) and medical firms (which 
provide medical care for inmates) are bidding 
for state prison contracts. The US Census 
Bureau recently noted that the hiring and 
training of correctional workersis thCfostcst 
growing ruction...out of everything that 
govvernment docs’* (Meddis and Sharp, 
‘Prison Business' quotes Meredith De Hart 
of the Census Bureau). Since the lafe 1980s, 
the advertisements in Corrections Today 
(the magazine of the American Correctional 
Association) have increased by 300 percent. 
Products as diverse as handcuffs, chewing 
tobacco and dandruff shampoo are advertised 
to attract prison administrators. With the 
increasing number of life-sentences in jails, 
some people are speculating that soon prisons 
will have to build geriatric wards which will 
need more government-funded medical 
personnel. Jobs, jobs and more jobs. Money, 
money and more money. 

On fune 18. an uprising at an Immigration 
and Naturalisation Services prison forillegai 
immigrants at Elizabeth, New Jersey raised 
numerous questions about the privatisation 
ol jailing and the turn to jails rather than 
social welfare as the strategy of the 
democratic stale. The corporation barons of 
Esmor Correctional Services Corporation 
once ran 'half-way houses' for the homeless 
in New York City, but in 1989 as New York 
cut-back on social welfare. Esmor "turned 
lo the next emerging housing programme: 
prisons". iJohn Sullivan and Matthew 
Purdy.'InCorrcciions Business. Shrewdness 
Pays: A Prison Empire'. New York 
Times.July 2.3. 1995.) In 1993. Esmor won 
a $ 54 million contract to run the illegal 
immigrant jail in New Jersey: their bid was 
$ 20 million less than their closest com¬ 
petitor. The upshot of such a low bid was 
revealed in the altcrmaih of the prison 
uprising: a government report released on 
July 21 detailed "an atmosphere of penny 
pinching in the hail (as| poorly paid, ill- 
trained guards physically and verbally abusc*d 
detainees, .shackling them with leg iroms. 
roughing them up and waking them without 
reason in the night". Quality, in the New 
World Order, is below the boitoni-linc. 
Opened i>n August 3 1994. (he jail did not 
even last a year before ii experienced the 
wrath of its victimised residents. 

The prison industrial complex makes a 
variety ol goods: licence plates, infirmary 
bcus. razor wire. Hags, furniture, drapes, 
janitorial chcimcais. garments and signs/ 



^decals. They also periVviir^ 
services: auto maintenance and body work, 
refinishing furniture, laundry, printing and 
general labour (in workcrews) And this list 
is only from Rhode Island, the smallest state 
in the US About 20 years ago. Rhode Island 
Corrcciioiial Industries (RICH was set up lo 
produce various services for the state and 
for municipalities. If the I95()s penal 
philosophy said that bibliotherapy would 
heal prisoners, the 197()s inaugurated a belief 
that work was the salve needed to straighten 
out and reform criminals. Criminology 
provided n scientific basis for the emerging 
system of penal slavery: work, not for 
remuneration, but tor therapy. For this reason. 
RICI advertises its task as rehabilitation: 
“We provide an opportunity for inmates to 
practise and improve existing skillsand work 
habits ihat arc valuable in .secunng and 
retainingemploymentupon release". Instead 
of putting money into training schemes for 
laid-ot f workers (due to extensive corporate 
'down sizing'), tiic government is training 
prisoners, who (if released) have a difficult 
time finding employment for their skills (as 
they now have a criminal record). In jail, 
however, they offer 'quality workmans!.ip' 
on furniture and ‘professional service' on 
construction and as ‘highly skilled 
technicians’ they fix automobiles. The 
quality standards' tor the production of 
garmenis, the Correctional Industry 
argued, “can match any privately operating 
sewing shop on the outside.” Because of the 
low-costs and the high standards, the industry 
urges state agencies, municipalities and non¬ 
profit agencies to 'Make Correctional 
Industries Your FIRST CHOICE 
Woiking in prisons is nothing new. In 
most states, prison inmates are required to 
work 40 hours a week on y.ird maintenance 
or other such prison-related ta,sks. They earn 
■pocket money' of about 15 to 25 cents per 
hour. Prison industries, on the other hand, 
arc something dilferent. Here the prison 
produces commodities or services which are 
.sold in competition with the private sector. 
Further Amcrieati correctional industries are 
a necessary component to stabilise the current 
cri.vis ol capitalism (as well as to oil set 
government costs). Chinese pri.son camp' 
arc lor an entirely different structural puqxise. 
The Chinese camps are intended to produce 
grxKls to make thecamps self-sufficient (they 
rai.se livestock and crops for the market and 
for consumption) as well as to produce 
commoditiesforexport. TheChinc.sec.imps 
are intended as a mcan.s lor origiiiary 
accumulation, particularly of hard cuncncy.' 
The American criticism of China in early 
1994 on the issue of prison labour was 
notable for its hypocrisy. 

What is wrong with pnson labour is not 


(hit prifoMhi 

do not get appropriate that they are 
not allowed to organise, (hat they get only 
(he harsh benefltt of f^son life and that they 
cannot change or choose their jobs. In other 
words, the problem is that the struggle 
between capital and labour is resolved in the 
prisons on the side of capital by coercion. 
Consent is not a relevant category here. 

A few months ago, I ran into a pamphlet 
from the Rhode IslandGirrectional Industries 
which advertised *‘15 secrets of saving" for 
NGOs. One of the services offered was a 
work crew of minimum security inmates for 
painting, litter cleanup, grounds mainte¬ 
nance. interior building cleaning (including 
rug shampooing and floor stripping). **We 
are constantly called upon to handle unusual, 
labour-intensive projects such as cleaning 
beaches or removing snow," the pamphlet 
explained. I called the office and inquired 
about the service (Larry Walsh of the RICI, 
December 16, 1994). I need a crew of 10, 
i .said, for a day. The d.iy runs lor six hours, 
I was told, and it would cost me $ 350. I 
asked how much the inmates earned, but I 
could not get the cent figure. The inmates 
certainly do not get minimum wage ($ 4.25). 
For 60 man-hours ol work, the employer 
would have to pay $ 2*15 at miminum wage 
(without bcncliis). Thai would leave S 95 
for the supervising correctional oificer. the 
transport of the inmates and tor their lunch. 
If we leave out ilie lunch and transport, then 
the officer makes under $ 16/hour (95/6). 
That IS well below the officer’s wage 
siruclure. which leads us to assume that the 
inmates m.ikc sub-minimum wages. 

There is actually no need lo speculate. On 
November 1.1993.theSupremeCourtruled 
ih.ii inmates did not have the right to 
minimum wage as prisoners.' .3(H) inmates 
who worked for the prison industries 
programme sueo ihc state ol Arizona for 
work done between 1986 and 1988 under 
the Federal Fair L.ihour Standards Act 
(FLSA). They were p.iid between 40 lo 80 
cents per houi lor their work with Arizona 
CoiTcciion.il Indiisiries. Further. Arizona law 
requires all w.iges earned by inmates above 
50 cents .m hour to be used lor victim 
restitution, repayment to the state for riHim 
and board and support payments to children 
or other dcpcndcnis.Thcretorc. the prisoners 
effectively earn 50 cents per hour. This is 
so across ihc US. 

Alter an earlier dismissal of the inmates 
case, the 9th US Circuit Court of Appeals 
reiiisiaied Ihc lawsuits alicr they found an 
'employer relationship' betweentheinniates 
and the state prison. The inmates' attorney 
argued that ilie sub'-minimum w.ige structure 
produced unlaircompctii ion “ih.ii is haiinlul 
lo private sector biiMiiesses" Tlie stale's 
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attorney argued (hat the inmates who work 
for private business (such as those who 
make reservations for Best Western hotels) 
are paid at least the minimum wage (which 
they do not receive, since they can only 
effectively earn 50 cents/hour); those who 
work for other prison industries are not 
entitled to minimum wage Of course, the 
state's attorney did not answer the charge 
of unfair business, since the correctional 
industiics provided goods and services at 
a lower cost than the private sector, who 
arc obliged to pay minimum wage. The 
court agreed with the state that “prisoners 
working on a programme structured by the 
prison” arc not entitled to minimum wage. 
(The case, decided on November 1. 1993, 
IS Hale vs Arizona, 93-353.) The inmates, 
in the words of the Ari^ona Correctional 
Industries, work not for economic reasons, 
but to be better prepared to re-enter society 
once they leave pri.son. With the rates of 
incarceration on the rise, however, it seems 
as if there are to be more .\nd more forced 
labourcamps which will attempt to produce 
cheapgoods and services for state and non¬ 
profit agencies Besides given the reticence 
of society to 'take-back' released prisoners, 
the rates of rcincarceration force us to sec 
the prison population is relatively 
permanent. 


CoNTRAOicnoNs OF American Liberalism 

The relationship between money and 
politics IS so organic that seeking reform 
is tantamount to asking a doctor to perform 
open-heart surgery on himself (Newsweek, 
December 13. 1971). 

The horizon of the possible - and the 
necessary - is not the quixotic project of 
becoming a 'loyal' fringe ofone or another 
of the capitalist parties, but the fight to 
build an independent left pdlitics that has 
real and effective social anchorage... if 
there IS to be any popular left in the 1990s, 
It will develop in the first instance through 
the mobilisation of the radical propensities 
in the Black - and perhaps, Hispanic - 
working classes" Mike Davis, 'Inventing 
the American Left' in Prisoners of the 
American Dream, London, 1986. 

In response to the cuts in social services 
and the formation of this new “jail-industrial 
complex." Jesse Jackson has recently said 
that America has taken "a substantial step 
toward fa.scism.” Fascism is not a word that 
should be thrown around loosely, but Jesse 
Jackson is correct to employ it at this time. 
The sapee for political manoeuvre at the 
national level is very narrow. At the same 
time as the ruling clique is on the rampage 
against social welfare for the working poor, 


they openly encourage (ax-biii^s other 
subsidies for corporations. The political 
process in America today needs to be 
lubricated with millions of dollare in order 
for campaigns to be conducted (purchase 
of time on television for political adver¬ 
tisements, etc); in order to get access to 
vast sums of money, politicians court 
corporations through Political Action 
Committee (a legal coffer for corporate 
donations to politicians). Ifthe Republicans 
have a philosophy for their open 
partisanship towards big business (' supply- 
side economics'), the Democrats have their 
own archaic way of justifying this 
relationship to their trade union and 
progressi ve supporters (as the natural means 
to win elections and as the only way to 
create a climate for business). Within such 
a narrow political arena, the social control 
of people of colour (notably Blacks and 
Latinos) and the increased exploitation of 
labour is seen as 'realistic.' Not only 
realistic, but it is also defended as culturally 
necessary for the survival of America (here 
we can locate the attack on making the 
curriculum of schools diverse, the so-called 
attack on ‘political correctness'). 

American liberalism is torn by a 
contradiction which it cannot overcome: it 
pledges to promote equality, but it is also 


.. — ■ ' ■ .. . . . - .— - . 

NATIONAL COUNCIL OF APPLIED ECONOMIC RESEARCH 

PARISIU BHAWAN, 11 INDRAPRASTHA ESTATE 
NEW DELHI 110 002 

TEL: (011) 3317860 10 68, FAX: (011) 3327164 

NCAER has a vacancy for a position at the level of Economist for an industrial economist. The selected 
person would be working on projects related to Indian industry. The work would typically include data 
analysis and field work with a view to draw policy recommendations. 

ESSENTIAL QUALIFICATIONS: 

M.Phil or Ph.D. in economics from a reputed university or research institute; ability for independent 
research and developed writing skills; experience of research on Indian industry; knowledge of 
statistics and econometrics; interest and preferably experience in doing field work. 

SALARY AND TERMS; 

Employment terms are flexible and salary is negotiable. 

Candidates will have to appear for interview at New Delhi and will be reimbursed first-class train fare 
by the shortest route to and from the place where they are presently working. 

•P 

The candidate should apply with full particulars cf and copies of at most two of their publications. Other 
things being equal, candidates from SC/ST and other backward and minority communities will be given 
a preference. Applications should reach the Registrar and Secretary of NCAER at the above address 
by September 25, 1995. 


2240 


Economic and Witfcsl' 




pledged to a lystiem founded on mechanisms and Democracy, Monroe, i The 
of social control which are authoHtarian. American state will continue the process 
American cohservatism attempts to resolve of controlling disgruntled and politically 

this contradiction by announcing that the angry populations by the threat of prison 

goal of equity is precisely what creates and by the politics of'realism'which moves 

inequality and forces a benevolent dissatisfied Americans to discourage an 

American state to act illiberally (the furore analysis of their situation and to 

around Charles Murray and Herrenstein’s immediately lay the blame for (heir ills on 
spurious book The Bell Curve illustrates immigrants, on the poor and on blacks. It 
the reactionary urge to justify inequality will be these people ofcolour who will man 

by an argument for natural differences), the correctional industries and produce the 
Getridoftheequityprogrammes.theRight few products which will bear the bitter- 
argues, and let ‘individuals' fight it out. sweet label, ‘Made in America.' ‘Made in 
Corporations, however, are treated as an Prison.’ would be more appropriate, 

'individual.'one with a lot of accumulated The task for the years to come will be 
power and capital. Real, living people are to reariiculate the anger of Americans 
matched against this foe. but since they are towards the nexus between the government 
increasingly outside unions and other and global corporations. In November 1994, 

organisations, they must struggle without the Republican Party swept the polls on an 
powerandwithoutcapitaKonly 16percen( anti-establishment and anti-government 
of the American workforce is unionised), platform (although the Republicans are 
Thedeckisstackedoverwhelminglyonthe wedded to protecting their own enclaves 
side of global corporations. and to expand the most e.stablish agent in 

Despite theirobvious corporate partisan- the American system, the military). The 
ship. American conservatives pose as the voting patterns depict a misplaced anxiety 
true champions of equality and freedom, among (he population which directed its 
The process of equality, in the conscrvati ve anger against the government and absolved 

argument, is now privatised’ or made the its partner in the crisis, global corporations 
responsibility of each citiren. The govern- (Richard J Barnet, Lords of the Global 
ment, in this scenario, must withdraw from Economy', T/ieNation,December 19,1994. 
the goal of producing equity and must This anti-government feeling motivated 
actively pursue the role of executioner and (he growth of para-military fascist 
jailer. The contradictions of American organisations which were instrumental in 
liberalism are now simplified; there is the bombing of the Federal Building in 

inequality because people don't try hard OklahomaCiiyincarly 1995(these‘militia’ 

enough (therefore House Speaker Newt groups sup at the table of ultra-racism, as 
Gingrich’s statements about closing down they want to build a nation of Aryans in 

the ‘department of happiness’). The the service of Jesus Christ; one influential 

inflection of American conservatism is group is called the White Aryan Nation of 
deeply racist. The ‘people’ who do not try the (Church of Jesus Christ). What is good 

hard enough for conservatives are urban forGeneral Motors is no longer what is gtxxl 

blacks; ihcsiercotypesofthewelfarcqueen for Amenca, let alone for the world. There 
and the drug pusher are emblematic. Here is a political need to reposition the concern 
American liberalism's practices are over an expanding government with the 
articulated openly as legitimate practices anti-social dynamic of transnational 
by American conservatism; the corporations (which translates through the 
convergence between Republicans and commercial markets into the dynamic ol 
Democrats on this issue is remarkable. small business).* 

Capitalism was founded on plantation At the 1992 United Electrical Workers' 
slavery. We have now come full-circle to Convention, Robert Wages (president of the 
a form df slavery which goes on at the Oil, Chemical and Atomic Workers Union) 
fringes of American public life: penal urged progressive trade unionists to re¬ 
slavery. The Figures for incarcerated black energise ihe political arena. ‘The bosses 

males are remarkable: 23 per cent of all have two parties,” he said, ‘‘we just want 

black males between the ages of 20 and one... We want you to join with us. as we 

29 are in jail and there are more black men join with you. to create that new political 
in jail than in college (Marc Mauer. Koung discussion” (United Electrical S7th 
Black Men and the CriminalJusiice System: International Convention, Officers' Report, 
A Growing AfafionaJ/’roMem, Washington, August 31-September 4, 1992). Wages’ 
DC, 1990). As Manning Marable argues, unionpioneeiedthcLabourPartyAdvocates, 
“prisons have become the method for which, in its very name, demonstrates the 
keeping hundreds of thousands of hesitancy to put itselfforward as a legitimate 
potentially rebellious, dissatisfied and opposition in the light of tte convergence 

alienated black youth off. the streets” of the Republicans and the Democrats. Part 

(Manning Marable, The Crisis of Color of this hnitancy comes from the desire to 
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work from wi^fii llie Deihocratlc Paity and 
part of it comes from the political thei^ of 
the ‘unorganised* Left which condemns itself 
to failure. Resolutely mired in the belief that 
‘hierarchy’ and 'Party' are themselves 
totalitarian, the ‘third force' in the US is 
unable to forge a bloc worthy of taking on 
(he two-party monopoly. The creation of 
coalitions (even on the basis of short-term 
issues) within ‘new social movements' are 
always preceded by strenuous deliberations 
on rules of procedure without a commitment 
to setting-up or joining long-term political 
parties. The stray attempts cannot get off 
the ground because of the inability to break 
through Ihe two-party monopoly over 
public consciousness and media as well as 
because of Ihe lack of political will of the 
participants within the evolving 'third 
force'. America needs a bold and organised 
political force which will not bend before 
the might of internal militarism, wavering 
Social Democracy, defeatism, jingoism and 
the financial muscle of global corporations. 

On August II. 1928, president Hoover 
made the following optimistic speech: 
"Unemployment in the sense of distress is 
widely disappearing. We in America today 
are nearer to (he final triumph over poverty 
than ever before in the history of any land. 
The poorhouse is vanishing from among us. 
We have not yet reached the goal, but given 
a chance to go forward with the policies of 
the last eight years, and we shall soon with 
the help of God be within sight of the day 
when poverty will be banished from this 
nation” (The Nation, June 15, 1932). 

America has indeed succeeded in this 
mission insofar as its poor have 
‘disappeared’ into jails; its unemployed 
and Its reserve army of labour are being 
held in place behind prison walls, working 
in correctional industries or being kept 
alive in case of a shortage of labour. 

Notes 

1 All figures in this section are culled from a 
number of publications from Ihe US Depart¬ 
ment of Labour’s Bureau of Labour Statis¬ 
tic and from the US Census Bureau docu¬ 
ments. 

2 Letter from Henry Gonzalez (Representative 
of the 20th District, Texas) to Carol Hallelt, 
Commissioner of US Customs. March 18. 
1992 (in my possession). 

3 Hongda Harry Wu's Laogai - The Chinese 
Gulag (Boulder. Colora^, 1992) desribes 
the ‘labour reform camps’ ilangaidm) as an 
integral component of the new China’s ex- 
port-orienud policies. 

4 The information on Arizona comes from 
Corrections Digest (November 17. 1993). 

I am grateful to Jenni Gainsborough of 
the National Prison Project (American 
Civil Liberties Union) for her help with in¬ 
formation. 
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Structuralism Fights Back 

Errol D’Souza 

Poverty and Power; The Role of Institutions and the Market in Devdopment 

edited by Julin Cameron with Hans Ramharak and Ken Cole; Oxford University 
Press. Delhi. 1995; Rs 395. 


THL l9K0s witnes.scd the demise of (he 
Siructuralist position in development 
studies and ihe ascent ol the neo-liheral 
position which relentlessly critici.scd Iwo 
characteristics of the Structuralist tradition, 
i'irsily. they charged the Structuralists for 
dc-cinphasising the importance of relative 
prices as a means ol affecting distributive 
and productive outcomes. The Structuralists 
emphasised non-pnee vanables such as big 
invcsimcni pushes (Rosenstein-Rodan) and 
Ihe cumulative causation of inequality 
(Myrdal) as important in affecting economic 
responses. Secondly, the style and extent of 
state intervention favoured by Structuralists 
was also criticised by Ihe neo-liberals. The 
Structuralists assumed that reformist states 
exist. This assumption was also criticised by 
Ihe Marxists who pointed out that 
redistribution of incomes would he against 
Ihe interests ot the owners ol capital as well 
as by the non-Marxists who argued that 
governments have to reward interest groups 
that keep (hem in power and so would not 
jeopardise the status quo. 

From Ihccniiquc of Sinicturali.sm emerged 
the central thesis of (he neo-libcrals that 
long-run growth and development will pro¬ 
ceed provided everything possible is done 
lo achieve short-run alliK.aiivc efficiency. 
They accordingly re.isscrtcd the primacy of 
economic growth amongst policy objectives, 
believing poverty will thereby be most 
elfceiivcly reduced The belief they promoted 
accordingly was ihai unpcrteci markets arc 
bctlerthan impcricci Males. A recurring nco- 
libcral Ihemc accordingly is the dcsirabilily 
of achieving a reduction in state spending 
in developing counines. In the social sectors 
ihcyarcadvocaicsol (hcintroduc'ionofuscr 
charges for edui.iiion and health services 
and the encoui.igcmcnt ol their private 
provision. The .Siriiciuraiisis identify ihc 
state as the agent ol change whereas the nco- 
lihcrals promote the market as an instrument 
ol change. 

The various coniribtiiors to the volume 
under review share a lommon background 
of being Senior ll.O consultants and arc 
Structuralists attempting to reassert a case 
forsiaic intervention. Their common position 
IS (hat economic behaviour is strongly 
conditioned by ihcin.slilutional environment 
and (hat contlicl (conditioned by modern 


technology or the pecuniary institutions of 
capitalism) is the business of economics 
rather than harmonious equilibrium and this 
requires the social control of economic 
activity. In the process they ‘over-politicise’ 
the state in contrast to the neo-liberals who 
'under-politicise’ the market. 

The contributors would like to use the 
power of the state to eliminate some of the 
human costs of capitalist development 
whilst retaining its productive advantages. 
Though not spelt out, the elements of (heir 
proposed policy regime of active slate inter¬ 
vention include: (I) Economic management 
techniques are to be used to smooth out 
business cycles which will increase (he 
bargaining power of workers ihcir 

employers, (ii) The tax system should be 
used to correct the excessive inequalities of 
income and wealth resulting from capitalist 
development, (iii) The state is to promote 
the welfare object! ves of eliminating poverty, 
providing for those with special needs, and 
contributing further to the reduction of 
inequality. 

The practical success ot such a programme 
IS doubtful. Keynesian methods no longer 
have the desired effects in developing 
countries with a large informal sector (the 
sector ‘discovered’ by the ILO). Theireffects 
arc mflaiionary and result in redistribution 
not only between employers and workers 
but also between iho.se in the informal sector 
and those in (he formal sector. Second. Ihc 
impact of the fiscal system on the overall 
distribution of income an# wealth has had 
limited effects. Such measures have been 
circumvented on a large scale leading to a 
growng black economy, under-invcstmeni. 
capital flight, etc. Also, the welfare state has 
been unsuccessful as a means of tackling 
absolute poverty and diverting resources to 
those with special needs and it has been even 
less successful in mitigation inequality. Such 
a programme accordingly leads to an 
expanded state vector, an increase in the tax 
burden carried by nearly all social groups 
and no appreciable increase in social equality. 

It IS in large part the perception of this 
scenario that has caused the defection of orga¬ 
nised sector workers from socialist welfare 
perspectives towards neo-liberal views. 

The strategy adopted by (he writers in this 
book IS empiricist and tiK major objective 


is to take on the neo-libcrals by seeking to 
provide evidence that non-market institutions 
such as the slate were responsible for 
beneficial developments whoever these 
occurred. Such a strategy is diminutive as 
it cannot undermine the more important 
normative arguments surrounding the broad 
claims of whether a good society can be 
built entirely around pnvate property and 
market mechanisms llic reduced objective 
docs not allow such a strategy to cope with 
its own limitations. The limits «f slate 
intervention as pointed out above pose 
problems for the strategy’s favoured 
instrument of change - the state. When 
confronted with this the authors shrug and 
leave it at that. Ashok Rudra in a chapter 
that brilliantly surveys the two failures of 
Indian planning - neither growth nor social 
justice lo any adequate degree - accounts 
fur it in terms of the state being incapable 
of doing anything that adversely affects the 
interests of certain classes (big capitalist 
houses and the rural rich) and ihc dominant 
section of the bureaucracy being elitist. Keith 
' Griffin. R Islam and Eddy l.>ee, and Swapna 
Mukhopadhyay who examine rural poverty 
in Asia add that given the nature of the state, 
domestic policies needed lo reduce poverty 
are unlikely to be introduced. This presents 
a Radical Dilemma of agency - how does 
change occur, and in what sort of institutions 
and individuals does it gain momentum from? 

A favoured institution the authors advocate 
is some form of co-operative system. The 
individuals that can usher in the required 
change are the rural poor who need to organise 
themselves politically. Co-operalivesystems 
arc preferred as they promote employment, 
income equality, the provision of public 
services such as health and education, and 
provide an institution for local participation. 
Whet her co-operati ves promote employment 
is debatable. Capitalists hire workers 
whenever the marginal returns exceeds the 
marginal cost. If the employee can be hired 
for Rs 25 and makes Rs 26 proni for the 
enterprise, he will be taken on. In a co¬ 
operative, if income is equally distributed 
and if Ihe going rate is Rs 30 per head, an 
extra worker will not be hired at Rs 25 as 
it would reduce incomes all round. Co¬ 
operatives accordingly tend to be smaller 
than capitalist firms. 

Even income equality ts a doubtful 
outcome. Co-operatives inevitably generate 
income inequalities of two kinds - 
inequalities within co-operatives stemming 
from differences of skill and responsibility 
among members, and inequalities between 
co-operatives stemming from varialirms in 
economic performance. Finally, if co¬ 
operatives do not produce ail that is requited 
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tUb'itnitiilH, 

c6H>pemivM to be medieled - tlmiigh 
maikett or state (damiliig? Or U It thtt the 
maitet will pravi^ most foods and services 
whilst Ibe ownenUp of capital will be 
aodalisad? Hw book U sOeBl on such issues 
on which the editloe Its policy proposals 
rest 

An important section of the book deals 
with the impoitanceof institutions in market* 
led industrialisation. Here, Slnppore’srapid 
industrialisation is attributed to domestic 
government policies (liberal investment 
policy and Hscai incentives) that took 
advantage of favourable external cir* 
cumstances. Singapore is thus another 
example along with Japan, Taiwan and the 
Republic of Korea whose success is not the 
outcome of the operation of unrestricted 
market forces. Two phenomena that are 
emerging as important in the developing 
world are export processing zones (EPZs) 
and migration. Gus Edgren appraises labour 
conditions in EPZs and Rashid Amjad 
analyses the impact of migration. 

EPZs are instruments which enable 
developing countries to undertake partial 
and limited liberalusation by creating an 
enclave where the free import and export ot 
factors and products is allowed and the 
enclave made a part of the world market. 
Garment manufacturers and electronic 
component firms account tor predominant 
employment in zones in Asia. I^grcn points 
out that EPZs have almost exclusively 
concentrated their recruitment on young, 
unmarried females. Promotion prospects am 
minimal, very few jobs require supervisory 
or technical skills, overtime is a regular 
feature, strikes arc often illegal, and a labour 
conciliation pnKcss and minimum wage laws 
arc non-existent. Given that skills derivoii 
from training and education arc not .1 
prcrequi.silc for employment in EPZs (except 
in software firms), it is not surprising that 
wage rates and working conditions 
approximate those in the inlor-tiai sector 
of developing economics. EPZs may 
accordingly do well on the criteria ot 
expanding the net foreign exchange earnings 
of an economy or attracting foreign private 
investment but the employment that is 
generated has the charactcri.stics of informal 
scctorcmploy ment. How do w’c (hen evaluate 
EPZs? Do they promote wcllarc? An 
cmpirtcisi approach such as that adopted by 
the contributors to the btiok docs not untold 
criteria lor judgment. Ii allows us to 
understand (he world as it is. but dues noi 
provide (he leverage to change it. 
Paradoxically, however, (he contributors 
want to change the dominating neu-libcrul 
outlook on (he economic world 
The chapter on migration dtKumcnts how 
the gross outflow of migrant s as a percentage 
of the incremental labour force in I9g2 was 


:4S per cent for the Miilippititt. 40 per inmt 
for Korea, 33 per cent fK Sri ta^i and 
50 per cent for the Indian state of Kerala. 
The subsequent decrease in outmigration 
that India and Pakistan experienced was 
avdded by the PWlipirines due to its high 
rams of school enrolment and the flexibility 
of its ethicatkmal system. The mlgratton of 
trained people whose education was 
sulnidised by the sute results in a social loss 
as the count^ does not get the benefit from 
its investment in the person. 

Should the state then require migrants 
to pay the cost of their training or should 
it prohibit migration7This policy dimension 
is ignored, again because of the contributors 
to the volume shying away from the 
normative tradeoffs (hat are essential to 
public policy debates. Except in some 
industries such as construction, no skill 
shonages were experienced as a result of 
the migration. However, the quality of 
output suffered as more experienced 
workers left first. Also, remittances from 
migration offered much relief for countries 
facing balance of payments difficulties. 
Again, however, remittances which are 
potential sources of savings and investment 
capital formation have not had the requisite 


gone into IncirliM centumption ex* 
penditure(oftendiahblcs)and unproductive 
investment! such as land and housing that 
have fiielled inflatkM. The social costt and 
benefits of ndgniion often outweigh the 
private costs a^ benefltt and so corrective 
measures are essential. 

The other chapters in the book deal with 
public sector growth in Malaysia (Supian 
Haji All), employment generation through 
private entrepreneurship in Vietnam 
(PRonnas), a framework for enabling 
productive employment in Pakistan (James 
Cameron), and on an integrated framework 
for human development planning from the 
supply side (Christopher Colclough). When 
there is a dominant paradigm it is difficult 
to detract from its hegemony. Yet the authors 
have managed to question and expose its 
weaknesses. Though their position currently 
in the development debates i\ off-centre, 
(hey offer the ingredients that will be sought 
to replenish the thinking in the discipline 
when it is realised (hat markc(.« also are like 
states in that they arc not neutral a.s regards 
distributional outcomes and as to the 
significance they give to various individuals 
IP the social scheme 
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State, Society and Religion 

S K Chaube 

India's Agony over Religion by Gerald James Larson; State University of New 
York Press, Albany, 1995; pp xiv + 393. 


A BOOK that announces in its preface that 
many of the discussions in half the text is 
"rather dense and difficult" and at the same 
time claims to be “primarily designed for 
the non-specialist general reader" (p xi) is 
difficult to review; for the rex iewer does not 
know which yardstick he should use. He 
would rather suspect that the author of (he 
book has covered unfamiliar as well as 
familiar ground. 

Which appears to be (he case here. There 
ts no doubt about the vast scholarship that 
has gone into the writing of the book. Yet 
one has the feeling that the real domain of 
the author is Indology in the classical sense 
of the term. Though the references to Sanskrit 
sources arc secondary the author is obviously 
aware of their meanings and contexts. This 
ran probably be not said about the Islamic 
texts. The treatment of Islam is historical and 
synoptic as is the treatment of Christianity. 
The work, therefore, cannot strictly be 
classified as 'comparative religion’, which 
is (he author’s basic discipline. It would be 
more apt to describe it as ‘sociology of 
religion' in the Weberian sense - a descrip¬ 
tion justiried by the author’s interplay of the 
phrases 'religionisation of politics' and 
‘politicisation of religion' and the use ol the 
concept of 'civic religion’. 

The author’s ‘broadly anthropological 
notion’ of religion (p 166) entails three basic 
relations, namely, (I) the relation between 
the human organism and culture (cncultu- 
ration), (2) the relation between human 
organism and society (socialisation), and 
(3) the relation between culture and society 
on the one hand, and the internalisation or 
reflexive awareness of the human organism, 
on the other (individuation). Furthermore, 
religion has to do with the development of 
comprehensive interpretative frameworks 
regaling the meaning and significance of 
human existence-as-such (together, of 
course, with an accompanying behavioural 
lifestyle in terms of rituals, normative pat¬ 
terns of behaviour, and so forth) (p 165) 
Religionisation is defined as “that process 
whereby the human organism becomes a 
mature, normal person through the 
assimilation and co-ordination of cncultu- 
ration and individuation into a compre¬ 
hensive interpretative framework (together 
with an accompanying behavioural li fest y le) 
that renders human existence meaningful 
and significant” (p 170). 

The author shows appreciation of the 
complexity of the Indian society. He stresses 
that there is nothing like an abstract ‘essence’ 
of Indian civilisation. Of course there are 


distinctive cultural presuppositionsoperating 
in each of the historical periods. But there 
arc no common features or presuppositions 
that hold overall. Instead, every historical 
phase IS marked by “a certain distinctive 
kind of ongoing conversation or cluster of 
conversations" among diverse, even 
contradictory, cultural values and (heir ‘basic 
warrants or auihonties'. Hence the profound 
formulation; 

The deep and sub.staniive coherence in Indian 

history and civilisation is in the ongoing 

conversation itself that cuts across or spills 

over the boundaries of periods and groups 

(pp 142-43). 

The author observes that in the cultural 
history of India there are six major layers 
marked by discontinuities: the Indus Valley 
(c 30(X)-I500 BCE), the Indo-Brahminical 
(c 1500-600 BCE), the Indo-Sramanical 
(c 600 BCE-300 CE). the Indie (Hindu- 
Buddhist-Jain) (c 300-1200), the Indo- 
Islamic (c 1200-1757), and the Indo-Anglian 
(c 1757-prcsent). But he secs their 
discontinuity as continuity in the sense that 
“in phase after phase ol ihc unfolding of the 
history of cultures m India, what is apparently 
extraneous, foreign and utterly dtllercnt is 
absorbed or assimilated, not by being 
transmuted into something other than itself 
in order to conform with some pre-existing 
Indie identity, but rather, by being allowed 
to stand in its very extraneous and foreign 
otherness as one more component of an 
identity that is indcterminaic and always yet 
to be. but with the attendant paradoxical 
claim that somehow all such components 
have always been present at least implicitly" 
(p 52) 

The author's identification of the Indus 
Valley civilisation with the village’or‘folk’ 
religion (p 57) is somewhat sweeping. The 
a.s.sociation of the bathing tank at Mohenjo- 
daro with “some sort of ritual bathing 
practice” is problematic inasmuch as there 
IS no evidence ot a temple around it. The 
author actually says “a majority of Hindus 
in present-day India still follow a prehistoric 
spirituality that predates even (he Indus 
Valley layer ol civilisation" (p 56). 

The Indic period, popularly known as the 
‘Hindu’ period, is but a .synthesis of the 
Hindu, ihc Buddhist and the Jain traditions. 
In this period (he specifically ‘Hindu’ 
traditions came into focus; (hepnncipalgods 
and goddesses, the basic patterns of worship 
and ntual performances among Vaisnavas, 
Saivas and Saktas in home and public 
temples, the compilation of ‘smriti ’, the great 
epics and Dharmasastras, the appearance of 


ritinl-erdtl^ 

basic notions of ’karma* and rebirth. 

When Islamic conquest of India began to 
occur, it was not of the original Arab variety. 
It came mainly during the late Abbasid 
caliphate when Islamic culture and 
civilisation had become cosmopolitan on 
the one hand and politically fragmented on 
the other. These facts diluted the monolithic 
character of that civilisation. For India, on 
the other hand, the Islamic challenge was 
total and could not be just accommodated 
or absorbed in the way of the previous ones. 
The confrontation of the two civilisations 
was to be exceedingly fruitful, “albeit also 
deeply frustrating and painful" (p 104). The 
author finds the Sufi agencies more effective 
at (he popular level of Islamisation than at 
the elite level. At the same time, while at 
the popular level, there was a synthesis of 
the Hindu and the Islamic faiths, at the elite 
level the differences persisted. 

Encounter with colonialism gave birth to 
an Indo-Anglian tradition and an Anglo- 
Islamic one. The former resulted finally in 
the modem ‘secular’ (and pan-Indian) nation¬ 
state or, what Ravinder Kumar called, the 
civilisation-state of India and the latter in 
the modem (rcgional)na(ion-s(a(eof Pakistan 
and. subsequently, Bangladesh, both as 
Islamic republics. In a somewhat sweeping 
generalisation the author puts Ram Mohun 
Roy, Keshub Chander Sen, Dayananda 
Saraswati, Ramakrishna, Vivekananda, 
Ranade, Gokhalc, Tilak, Savarkar, Tagore, 
Aurobindo, Gandhi and Nehru all in the llrst 
group and Sayyid Ahmad Khan, Ahmad 
Riza Khan (Barciwi), the founding of the 
Muslim League, the Khilafalists. Jamial al- 
ulama-i Hind. Abul KalamAzad.M AJinnah 
(whom he calls “the first prime minister of 
Pakistan"). Muhammad Ilyas (Tablighi 
Jamaat) and Sayyid Abul Ala Maududi 
(Jamaat-lslami) in the second group 

(pp 121-221). 

To some extent the author observes, the 
older Hindu traditions remained “defensive 
and in-grown" implicitly suggc.s(ing that 
they were politically inconsequential (p 126). 
The common features of the neo-Hindu 
reformist and nationalist movements, 
according to the author, have been (I) a 
primary focus on developing among the 
people of India a self-confident national 
awareness that will provide a solid foundation 
for India as a modern nation-state; (2) the 
reform of outdated, parochial and 
superstitious Hindu practices; (3) the 
rejection or radical reform of the caste system; 
(4) female emancipation: (5) improvement 
of the social conditions of the poor; (6) 
economic progress for the entire nation; and 
(7) development of techniques of com¬ 
munication and propagation borrowed 
largely from Protestant Christian model 
(pp 133-34). 

Thus Indian nationalism, according to the 
author, is essentially a Hindu enlightenment 
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view WHH 1)0' niemto iiqNa. um wonuers 
how the author missetf the facts that Ram 
Mohun Roy, at a quite eariy period of his 
social activity, wrote in Persian advocating 
the unity of all religions. Ramakrishna 
became famous for his ‘iata mat tata path’ 
(different ways to one god) sermon, Tagore 
insisted that the Indian civilisation was made 
up of Hindu, Muslim. Christian, Sikh and 
other religious persuasions and different 
ethnic stocks and Nehru subscribed to (he 
same view! According to the author, this at 
least was the Muslim perception of the 
Gandhian nationalist movement (p IBS). 
The author notes three different strands of 
Muslim response: the Aligarh variety 
(separatist), the Deeband variety (accom* 
modationist) and the Bareilly variety (anti- 
modernist and anti-nationalist). 

The south Asian religions (Hindu, 
Buddhist and Jain) are marked by cognitive 
indeterminacy Cnirguna bhava'). But there 
are exceptions; 

The Hindu-RSS-VHP-BJP. for example, or 
the Arya Samaj, appear to have close 
affinities with such cognitively determinate, 
polity-oriented, ‘nation-state’ tradition as 
the Islamic Republic of Iran or the Islamic 
Republic of Pakistan (p 175). 

Elsewhere he notes the high political 
motivation of the Arya Samaj and the Hindu 
RSS-BiP-VHP as well as the Gandhian- 
Nehruvian neo-Hindu nationalist movement 
which he calls “Indie civil religion 
(Gandhian-Nehruvian)". One theoretical risk 
with (he 'comprehensive interpretative 
framework' is the loss of autonomy of 
religion. To a certain extent, the concept of 
'civil religion' violates the Weberian 
trichotomy of the primitive, the traditional 
and the rational by branding the Gandhian- 
Nehruvian nationalism as a religion. What 
else does a phrase like “the secular as religion" 
mean? What he describes under this heading 
is the growth of communal (and casteist) 
politics in India within the modernist 
framework, is it necessary to identify 
communalism with religiosity? 

While addressing himself to Indian 
politics he slides to journalism. His neo- 
Hindu '.secular' state is defined in terms 
of caste alliance of brahmins, scheduled 


me oioiamiy inaomisaioie eviaence 
Wipes out any distinction between ’the 
Gandhian-Nehruvian' secular “neo-Hindu 
orientation" and ‘1he BJPneo-Hindu conser¬ 
vative orientation” of the “highest ruling 
elites" (p 27S), though the author is slightly 
uncomfortable with the recent ascendancy 
of the latter (p 277). The author approvingly 
cites T N Madan's dismissal of seculan- 
sation, i e. privatisation of religion as “very 
much a late CBiristian idea" (pp 281-82). 
Consequently, he Joins the bandwagon of 
T N Madan and Ashis Nandy who consider 
the secular state as an empty notion in a 
country where 83 per cent of the population 
is Hindu. 

The sociologist of India suffers from a 
dilemma-an inability todistinguish between 
(he state and the society. Consequently, an 
unsound dichotomy between communalism 
and secularism is assumed for getting the fact 
that the former is a socio-political category 
and (he latter a legal-political one. In other 
words, (he former is a faculty of society, the 
latter of the state. Absence of religious- 
communal tolerance necessitates the 
secularisation of the state for the sake of its 
own autonomy. It is wrong to assume reli¬ 
gious-communal tolerance itself as secula¬ 
rism. By (he same token, the liberal dose of 
personal freedom of worship and communal 
rights to culture does not in itself make a 
secular state. Nor does its proclamation in 
the preamble to the Constitution. A long time 
ago, V P Luthra held India to be a 
'jurisdictional state'. Whether India should 
be a secular state or not is a political question. 
But whether secularism has succeeded in 
India or not is a wrong question. 

The concept of American civic religion', 
which the author adopts from Robert N 
Bellah (pp 20I-02) and advocates for India 
as “a middle ground between the extremes 
of a neo-Hindu ‘secular state', on the one 


nano, ana a suppom nimiu sibic. on me 
other" (p 292) to iMtf grown outside the 
domain ofthe state. The term'civil religion', 
according to author, “derives from Rousseau” 
(p 201). For Rousseau, however, the 
government had no autonomy. It is a fact 
of history that the French revolution 
abolished state religion. 

So. what begins as a significant socio¬ 
logical perception of continuous cultural 
dialogue becomes a political obsession 
(tinged by the author’s professional 
predilection?) issuing in the following 
prescription of a multi-religious state: 

No one religious tradition would be favoured 
or established, but all would be recognised 
(including secularist and agnostic traditions) 
and 'enfranchised', as it were, in matters of 
public policy, especially in (he areas of re¬ 
search education and communication. Just 
as there is an All India Institute of Medical 
Sciences or an Indian Council for Philoso¬ 
phical Research, so there could be an All 
India Institute for Research in Religion or 
an Indian Council for Research in Religion. 
Membership in such an institute or council 
would be determined by participating 
religious groups that take port, in con.sul- 
tation, of course, with appropriate govern¬ 
ment officials. Whether there would be a 
department of religious affairs or simply an 
institute or council for co-ordinating research, 
education and communication regarding 
issues related to religion would have to be 
determined as planning develops (pp 282-83). 
But even the source of funding is laid 
down keeping in view the stipulation of 
Article 27 of the Indian Constitution. An 
amendment of Article 28 (1) is suggested 
in the same breath . Obviously, (he author 
has no time to ponder who 'recogni.ses' and 
'enfranchises' religions and who ‘co¬ 
ordinates’ research, education and communi¬ 
cation in it. A blueprint for a Deen-e-Elahi 
or the vision of a brave new world?. 



castes, scheduled tribes and minorities 
following an article of Khushwant Singh 
in Sunday. Khushwant Singh, in turn, cited 
the authority of one Brother Stanny of St 
Ann's Church of the Dhule in Maharashtra 
who had “compiled Figures of different 
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castes in government employment during 
British rule in 1935 and as they were 35 
years after independence in 1985” (pp 210- 
11.275,332). It is not even clear from the 
citation whether Singh's authority is 
published or if the data is all-India or based 
on Maharashtra. Considering the fact that 
Maharashtra is an originator of anti* 
brahmin politics, the citation is doubly 
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liberalised 


Reliance 



Making the most of Liberalisation 

During Ihe lusl four ycdrs. ihe liheraliseil economic policies of the Govemmeni have resulted in rapid revamping of the Indian economy. These measures 
have allowed us unprecedented freedom to set more ambitious goals and targets for our Company. Our Company has emerged stronger than at any 
time in the past, in this changed scenario. * 
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Pour«fold orwUi fk^ttuni It to #8 lalKh 
VOMMNI AfWMmi 

Financial Results 94-95 

• .Sales Rs 70iyCrs (US$ 2.2 billion) • up .11'? 

• Cash Pnilil Rs 114.1 Crs (flSS(1.41 billion) - up62'J 

• Net Prolil Rs KRiS Crores (US$ 0 14 billion) - up 8.1'? 

• Net Worth Rs 7191 Crores (US$ 2 1 hillion) - up 66'? 

• Total Assets Rs 11.129 Crores (US$ 1 6 billion) - up 42'? 

Oil & Gas production commenced 

Our Company has commenced the production of oil & gas - the first 
Indian private .sector Company to achieve this from Panna. Mukta and 
Tapti fields in association with Enron Oil & Gas and the ONGC. 
The recoverable oil and oil equivalent of gas reserves would be around 
60 million Tonnes. 

New Projects at Hazira 

Our Company is building one of the world's largest petrochemicals 
complex. When completed, our investment would cross Rs 10.000 crores 
(US$ 1.2 billion) at Hazira - by far Ihe largest capital expenditure 
programme at one location. 

Over 27.000 people are working round-the-clock to construct Ihe 
second phase. 

• I 2 lakhs Tonnes Per Annum POY (Partially Oriented Yarn) 
plant with DuPont technology from USA 

• 80.000 Tonnes Per Annum PET (Polyethylene Terephtbalaie) 
plant with Sinco technology from Italy 

• I 6 lakhs Tonnes Per Annum PSF (Polyester Staple Fibre) plant 
with DuPont technology from USA 

• 1.5 lakhs Tonnes Per Annum PTA (Purified Terephthalic Acid) 
plant with Id technology from UK. 


• I 2 lakhs Tonnes Per Annum MEG (Mono Ethylene Glycol) 
plant with Shell Process 

• 22 lakhs Tonnes Per Annum Cracker Products with Slone & 
Webster from USA 

• 3.5 lakhs Tonnes Per Annum PP (Polypropylene) plant with 
UNIPOL Process. 

• 2 lakhs Tonnes Per Annum PE (Polyethylene) plant. 

New Petrochemicais Compiex at Jamnagar 

• Petrochemicals complex al Jamnagar, larger than the Hazira 
Petrochemicals Complex 

• In Its first phase, ii will build. 

- PTA complex with an annual capacity of 10 lakh Tonnes 

- Paraxylene plants with an annual capacity of 12 lakh Tonnes 

- Polypropylene with an annual capacity of 3.5 lakh Tonnes. 

Paraxyleiie project will be the single largest in the world. 


Emerging Giobai Ranks 

' World's largest multi-feed cracker with a capacity of 
22 lakh TPA of various petrochemicals products 

’ 2nd largest PTA (Purifled Terephthalic Acid) producer 
in the world, increasing production from 257,000 TPA to 
16 lakh TPA, 

4th largest Paraxylene producer in Ihe world, increasing its 
production from I50,0(X) TPA to 13 5 lakh TPA. 

4lh largest Polypropylene producer In the world 

having a total capacity of 100,000 TPA. 

8th largest Polyester producer in the world, increasing 
its production from 200,000 TPA to 580,(X)0 TPA 

lOth largest Polyethylene producer In the world, 

increasing its production from 166,000 TPA to 400,000 TPA. 

10th largest PVC (Polyvinyl Chloride) producer in 
the world, increasing its production from IST.OOO TPA 
to 600,000 TPA. 
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environment 


InmtoiL Family and Care 


Reliance today, is the success of the twenty-six lakhs strong Reliance Shareowners family - perhaps' 
the world's largest investor family growing from strength to strength. Our Company's investor policy. 

IS. and will continue to be. to Increase the long term networih of the investon. 

Company to announce. 

• Scheme for small individual shareholders 

• Consolidation of Odd tot shares into marketable lots 

• Disposal of Odd Lot upto 20 shares in a Folio 

• Buy back of Odd Lot holdings in H, J & K senes upto 10 debentures 

• A separate cell to reply over the telephone nationwide 

Environment, Health and Safety 

Responsible Care is a public commitment because the welfare of humanity concerns us all 
The Hazira Manufacturing Division has been awarded the Indian Merchants' Chamber 

'Diamond dubtlee" Award for outstanding contribution towards Control of Air and Water Pollution in Industry Reliance is the only Company to receive 
this all-India award 

Nature b our heritage - It's our duty to preserve, improve and hand it down to our children as a treasure. 

• According to British Safety Council, Reliance is one of the 30 safest companies in the world. 

• Won seven national and mtemalional awards. 

- Bnlish Safety Council, UK 

- National Safety Council, USA 

- National Safety Award. Govt, of India 
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Taxes & Duties 


Reliance - Consistent Performer 


Our Company is one of the largest contributors of taxes and duties to the 
Government. This year, our Company paid Ra. 2147 crores of taxes 
and duttes - an increase of 34 %. 

Quality 


Our Company enje^^ a unique distinction among the Indian 
Corporates as a very consistent performer In terms of growth, 
asset creation and profitability through efficient management 
of the resources. 


Reliance is committed to integrating "Total Quality' in ail its activities. 
The Patalganga facility is the first integrated Indian Petrochemicals and 
Fibres complex to be awarded an ISO 9002 cettificate. 

Our People 

People are assets you can never show on a balance sheet 

Our Company has a human resource asset of around 12,500 people; 3000 
of which constitute scientifle and technical manpower. Every year, 
we add over 450 young professionals who include engineers, chartered 
accountants, management graduates and professionals from various 
other disciplines. The average age of our employees is Just 38 yean. 
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Rdiance 

Industries Limited 

Where growth is a way of life. 
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Gender, Caste and Labour 

Ideological and Material Structure of Widowhood 

Uma Chakravarti 

This paper examines widowhood within the larger structure of relations, material and ideological. Distinctive cultural 
codes form the basis for caste hierarchy and control of female sexuality with permanent enforced widowhood at the apex 
is the inde x of high rank. Con versely, widow re-marriage is not only an ideological rationale for low caste rank but provides 
a demographic basis for production relations. A single caste frameworkfunctioning both at the level ofideology and ma ferial 
arrangements requires distinctive patriarchal arrangements and cultural codes among the hierarchy of castes to reproduce 
the structure of production. 


I 

Introduction 

IN this paper I shall attempt to explore the 
relationships among gender, caste and labour 
in the context of widowhood. I will look mainly 
at widowhood among the upper castes, an 
issue that has dominated our consciousness for 
over a century, but try to understand the larger 
structure of relations, material and ideological, 
in which patriarchal practices enforced 
permanent widowhood on women. I argue that 
patriarchal practices among the di fferent castes, 
though dissimilar, are part oi a larger structure 
of caste, production, and reproduction. Thus 
traditional patriarchal practices could be very 
distinctive for various castes to make tor a 
hierarchy of cultures and a system of production 
in which the low castes labour and reproduce 
labour, whereas the high castes do not labour 
and reproduce only specialists - ritual specialists 
or a literati which performs specific types of 
non-manual work 

Further, I suggest that the distinctive cultural 
codes form a basis for the hierarchy of castes 
in which not only arc castes ranked in an 
elaborate hierarchy, but there is an ideological 
and material rationale for the hierarchy. The 
stringent control of female sexuality among 
other 'non-labouring' high castes with 
permanent cnlorccd widowhood at the apex 
of the cultural codes becomes the index for 
establishingthe highest rank in the caste system. 
Conversely, the range of marriage paiicrns 
practised in the case of widows among the 
lower castes, which the higher castes often 
impose upon them, nevertheless becomes the 
ideological rationale for ranking these castes as 
low. This serves a double purpose, since not only 
docs it establish distinctions between castes 
and legitimises the hierarchy of caste, it also 
establishes a firm demographic basis for 
production relations. Thus a single caste frame¬ 
work functioning both at the level of ideology 
and material arrangements requires distinctive 
patriarchal arrangements and cultural codes 
among the hierarchy of castes to reproduce 
both the ideological and material arrangements 
of a certain structure of production. 

I attempi to argue in this paper that the 
experience of widowhood must be firmly 


situated in acertain kind of production relations 
apart from its patriarchal context, as the 
discussion below will amplify. 

CoNCEmiAi.isiNG Wioowhood: 

Widowhood as Social Df.aih 

Widowhood in India among the upper castes 
is a state of social death ' The widow's social 
death stems from her alienation from 
reproduction and sexuality, following the loss 
of her husband and her exclusion from the 
functioning social unit of the family. Once a 
woman ceases to be wife (especially achildicss 
wife) she ceases to be a 'person' - she is neither 
daughter nor daughter-in-law The problem 
posed by brahmanical patriarchy therefore is: 
since the wife has no six'ial existence outside 
of her husband, then as a widow who. or what, 
IS she’’The texts and the rituals attempt to work 
the problem out The problem itself was simply 
that although the widow is socially dead, she 
remains an cicmcnl in society: the question 
then was how- to incorporate her One way 
could have been to constitute a .separate 
community iif widows, a non-sexual 
community such ns that of the female ascetics 
Another would be to retain her in society but 
place her on iis margins and then institutionalt.se 
her marginality. This is what brahmanical 
patriarchy did with the widow. The widow’s 
institutionalised marginality. a liminal state 
between being physically alive and being 
socially dead, was the ultimate cultural outcome 
of the deprivation of her sexuality as well as 
of her personhood. 

The widow’s marginal state meant that she 
was, in a manner of speaking, functionally 
incorporated into the household while being 
considered an outsider. Thus while she was 
functionally incorporated cither into the natal 
or affinal family, the widow, especially in the 
affinal household, was the ’domestic enemy’. 
At the same time she was the ’insider’ who 
had fallen, one who had ceased to belong and 
been expelled from normal participation in the 
community (for failingtopreventhtf husband’s 
death). She was the object of divine and social 
disfavour. Widowhood was perceived as a 
disrupter of social order and a potential violation 
of the moral order. There are two modes of 


representing the social death of widows: one 
is intrusive, in which the widow was 
conceived of as someone who did not belong 
because she was an ‘outsider’ (as in the 
affinal home), and in the extrusive mode, the 
widow who had left her natal home following 
marriage became an outsider because she no 
longer belonged. The widow was both 
simultaneously - in the qfflnal and in the 
natal home she became the outsider who now 
no longer belonged, and in this sense she 
shared the sense of being an outcaste. It was 
net, however, the rules of purity and pollution 
but those of inauspiciousness that were the 
means of maintaining social distance in the 
case of the widow. The widow was socially 
differentiated by prescribed behaviour which 
she had at ali costs to follow. 

Symbolic ideas of a cultural system are 
usually given social expression in ritualised 
patterns. The death of the husband (without 
whom the widow ceased to be a social entity) 
among upper caste Hindus was ritually 
expressed through special ceremonies 
involving the marginalisation of the erstwhile 
wife who. us a widow, was defined as socially 
dead. The rituals of widowhood incorporated 
curtain basic features, signifying the symbolic 
rcjeciion/deprivationofthewidow’ssexuality. 
The rituals included the imposition of some 
visible mark to define and highlight this new 
status. Following (he assumption of (he new 
status the wide v was relocated within the 
hou.sehold of her dead husband. Unlike the 
marriage rituals, marking the women’s entry 
into legitimate sexual activity, which are 
elaborate, the rituals marking the renunciation 
of the widow’s sexuality are simple but always 
deeply humiliating and traumatic. The most 
dramatic and visible ‘ritual’ for brahmans 
women was the tonsure, or the shaving of the 
head. The unique practice of tonsure, prevalent 
among many south Indian and west Indian 
brohmana communities, requiresmome analysis 
of (he notion of widowhood in brahmanical 
patriarchy so that we may unfold the cultural 
meaning of this highly symbolic act. It may 
be argued (hat toenforce permanent widowhood 
upon women the community needs to 
continuously reiterate its authority upon the 
widow: the enforced tonsure is a way of doing 
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their power to control the widow's sexuality. 
Meyer Fortes and R Firth’ have suggested that 
symbols, both private and public, constitute 
amajnrinstrument of power when useddirecily 
or indirectly. This is true of the tonsure, which 
was deeply resented by widows and perceived 
by them to be an indication of their utter 
poweriessness in the hands of a cruel system, 
insisted upon by brahmana men.' Here the 
tonsure represents the social aspect of symbolic 
behaviour, referring to ritual processes by 
means of which symbolic ideas are acted out 
in term of real human interaction. That such 
actions are always highly formalised and 
ceremonial is evident in the removal of the hair 
of widows. 

Widowhood is clearly a highly symbolised 
domain in the experience of upper caste H indu 
society. While there are many elements of the 
widow’s existence that are symbolised, there 
is an overwhelming concentration on the 
profound danger represented by the sexuality 
ot the widow The continued existence of the 
willow utter the death of her husband was to 
convert what was most valuable to the husband 
in his liietime into an awesome threat to his 
community The theme that dominates the 
ceremonies and rituals of widowhood is the 
sexual death of the widow. And since the uppci 
caste woman in brahmanical patriarchy is 
primarily a vehicle for reproduction, the sexual 
death of a woman is simultaneously a social 
death. The customs and rituals mark a social 
and ideological resolution of the tensions 
inherent in a conceptualisation of widowhood 
in which the widow continues to exist hut is 
sexually a non-being. 

II 

Wifehood, Widowhood and 

‘Strisvabhava’ in Brahmanical 
Patriarchy 

From the evidence of the classical texts it 
is clear that the upper caste Hindu widdw was 
an anomaly in traditional Hindu society, since 
she had no place and no function in the Hindu 
social order. The death of a woman's husband 
marked the transition from wife to widow, 
taking the woman from a central place in the 
family to its margins. In order to understand 
the uppercastc widow's marginul/liminal place, 
it is thus necessary to look at the wife who 
IS the obverse of the widow in the brahmanical 
texts. 

Wire i.s Braiiaminkal Patriarchy 

' The wife is the most important focus of 
attention among the different categortes of 
women in the prescriptive texts: symbols, rituals 
and norms are all concentrated in the person 
of the wife. A woman is recognised as a person 
when she is incorporated into her husband • 
only then does she become a social entity and 
in that state she is auspicious, a 'sumangali', 
a 'saubhagyavati'. It is therefore not surprising 
that marriage is the only ritual prescribed f^r 
women. Together with her husband she 
perfwms rituals and procreates a son or many 
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being, and for both thepresence of the husband 
(who makes her complete) is imperative. 
Outside of the husband the wife has no 
recognised existence in brahmanical patriarchy. 

The performance of rituals, and procreation, 
are acts in which women are perceived as 
agents or inferior partners through whom men 
discharge two ot their three debts. The three 
debts arc: to the sages, to the gods, and to the 
‘pitr’. The debt to the sages is discharged 
through 'brahmacharya'. a compulsory stage 
that precedes marriage, the debt to the gods 
is discharged by performing yajnas'; and to 
the ‘pitr’ by reproducing sons.’ The wife thus 
helps her husband in discharging two of ihc 
three debts, by a.ssiKiaiing with him in ihc 
sacrifice and by procreating sons The role that 
thewife IS assigned in pariicipaiing in the lilual 
Itself stems from the primary function of 
procreating suns Manu states the relationship 
quite explicitly 

To be inoihcrs arc women created and 
to be falhers men. religious riles therefore 
are ordained in Ihc Veda in be performed 
(by Ihc husband) logeiher with the wife" 
eWhilc men discharged iheir debts and 
ensured ihcir salvation, women helped men lu 
achieve immortality and heaven through the 
.son and thus discharge ihcir obligation The 
goal of the life of women was thus to gci 
man icd and procreate sons - in fact, according 
to the lexis women arc created for Ihc sole 
purpose of procreating sons.' Il is not surprising 
that the Dharm<nuira\ permit, or rather 
recommend, that the hu.shand marry again even 
when the first wile was living if she had no 
son. The sonless wile should not be an obstacle 
in the tulhiment of the husband's goal * That 
she was merely the medium through which the 
husband's goals were achieved and that she 
herscll had neither personhood nor religious 
or social goals is evident from the denial of 
childrci^(and through sons to iinmorlality) to 
her in the event of her husband's death 
The rituals at the lime of man lagc explicitly 
recognise the crucial place olproci cation This 
is evident in the brahmanical lexis.'' and 
anthropological analyss.-. ot the Hindu marriage 
ceremony repeal the centrality of rcpioduclion 
in the rituals so evident in ihc brahmanical 
texts. For example, in ihc crucial ‘haldi’ 
ceremony which precedes the acliial marriage 
rues, Ihc spouse is smcaied with turmeric 
According l« infoimanis ihc effect of the 
turmeric application is that the body is heated 
up for sexual intercourse. The source of sexual 
energy which haldi is believed to create is 
located unambiguously in women, in which 
sense they are perceived as active agents in 
ihe process of reproduction.'" Further, the 
colour most often assiK'iaicd with brides is red 
red IS the colour of vitality because of its 
connotation of blood. It is appropriate whcie 
something importani and life-giving is about 
to take place. The red colour of the ‘kumkum.r 
and 'sindoora' applied only by marned women 
svmholises Ihc sexually active or sexually 
potcnt female. The bride's red sari and 
kumkuma together represent the fluids of 
creation, of life, female creative power, and 


tpdclflel^ the to bear ehiltlreti." 

It It slgaificent that the tymbolisffl of 
marriage rites represents women not only ai 
a source of sexual energy, but also as having 
fertility closely identified with the fertility of 
nature and possessing qualities that are 
juxtaposed with other quidities supposedly held 
by men. However, these are held in such a way 
as to render them relatively 'wild' and 
'd isorderly'. ” A concomitant of the ceremonies 
IS that only in their relations to men as wives 
and mothers do they become fully cultural, or 
indeed fully human. 

In handling the concept .of wifehood the 
prescriptive texts too constantly attempt to 
resolve (he basic contradiction that women 
represent between Iheir nature and their 
fiinciion . Adcmoniacand innately promiscuous 
nature is ascribed as Iheir lot due to theprevious 
bad 'karma' that produces female birth; it must 
be suppressed in favour of Ihcir function as 
wives.'' Women are perceived as being caught 
in a trap caused cniirely by their karma; they 
are the sites of conflict between 'strisvabhava', 
Ihcir innate demoniac nature which is lustful, 
and stridharma'. their function as wives. There 
IS no greater delight and no more destructive 
urge than sex for women, and even very old 
women are considered to be consumed by 
passion Women inherit 'svabhava' from their 
mothers while from their fathers they inherit 
Ihcir stridharma, their duties as women and 
ihcir ordained functions as wives'' Thus a 
woman's biological identity is derived from 
ihc moihcr and her socially construcied identity 
IS derived from the father. 

The innate promiscuity of women requires 
the legitimate channelisation of iheir sexual 
energy in a stringently organised system of 
rcpioduclion without which the social order 
would collapse. Thus to ensure the absorption 
of the wife's sexual energy frequent satiation 
IS required, and ihc husband who does not 
approach his wife after ihc purificatory hath, 
following the end of Ihc menstrual pollution, 
IS lo be punishc' This is a rare case of 
punishment advocated hy the Dhamasiitras 
lo an 'erring' husband.'’ Even so. the innate 
sinluincss and lusiluincss ofwomen can easily 
lead them to adultery which is severely 
punishable with every form of humiliation to 
he publicly heaped upon the adulterous wife 
Surveillance of the wife within marriage is 
regarded as necessary and is repeatedly 
recommended in the prescriptive texts.'* 

It was to channelise the overllowing sexual 
energy of women that early marriages become 
so crucial in the structure of brahmanical 
patriarchy. If a girl did not marry by Ihe lime 
she reached puberty she would easily and 
inevitably he led 'astray'. As Sciwyn states, 
an unmarried mcnstruaitng girl evcniually 
becomes an ohicct of 'moral panic' Such a 
woman, "untamed hy wife-hood and mother¬ 
hood. !$.. a liahiliiy lo her km. her caste, and 
to society in general" "The brahmanical textual 
position IS unambiguous in the responsibility 
It places on the girl's family if she remains 
unmarried after puberty."' The parents and the 
eldest brother go lo hell in such a situation. 
If a girl IS married after this point her husband 
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is 10 be socially bxcommunicMed. According 
10 Mime lexis the father or guardian incurs the 
sin of destroy ing an embryoat each appearance 
of the menses as long as the girl remains 
unmarried.'* 

Marriage is thus imperative for women: 
within it alone can women’s innate nature of 
sinfulness and lustfulness be channelised, and 
thereafter through legitimate reproduction 
.\omen enable men to discharge their debts to 
the gods and ancestors and achieve heaven. 
Through wifehood and motherhood women 
discharge their functions in society, acquire 
personhond. and. in this capacity, perform 
rituals with their husbands as ‘sahadharminis’. 
Within marriage as true followers of stridhorma 
and 'paiivratadharma'. women can achieve 
great powers. Through marriage and wifely 
devotion the 'biological' woman, a wild 
untamed and disorderly entity, can be converted 
into the ‘cultured' woman - a social entity who 
has vanquished all the demoniac force within 
hcb''" Only thus can women overcome the 
inauspicious marks of female birth and acquire 
ihc necessary karma to be reborn as men. 
preferably ‘dvija’ (twice born men) entitled to 
seek the goal of iminort.’il heaven *' 

Tlie overflowing sexual energy ol women, 
containable and legitimately expressible only 
in marriage, is regarded as assuming dangerous 
dimensions when the husband is away. Like 
the unmarried menstruating girl. .1 wile whose 
husband is absent is the object ol moral pani. 
Thedidaciii' Sanskrit and Pali litcr.iture abounds 
in stones of women's licentiousness in the 
absence ut the hushand. thus bunging about 
moral and social disordci The way the 
presciiplivc icxts deal with this situation 
prefigures the manner in which the sexuality 
of women in svidowhood is handled. All Ihc 
advice given to wives to make themselves 
attractive and to inviic the sexual attention ut 
Ihc husband arc explicitly prohibited to Ihc 
wtfeinhisuhscncc Hci movements arc severely 
curtailed and soUhi her behaviour. ThccontrasI 
in the iirescripi ion to the w' fc while the husband 
is home and when he is away is telling. While 
(he texts prescribe a purificatory bath after her 
menstrual pollution is ended, she is exhorted 
to make sexual .idvanecs to him that night 

But in conirasi when the husband is away 
the ‘chaste' woman - 'sail' - is expected to 
lorgo perfumes, garlands, collyrium. Ihc 
chewing ol hetcl and even the u.sc of the teeth 
cleaning stick. Accoiding to one authority the 
face of the wife whose husband is away should 
look pale and disiicsscd. she should not 
embellish her body, she should be devoted to 
thoughts of her husband, she should not cat 
a full meal and should cmaciaic her body 
These traditional iniuneiions were lepcaied in 
the IHth century text lor women which lays 
down that the woman whose husband is away 
“should abandon playing, adorning her body, 
attending gatherings and lestivals. laughing 
and going to other people's houses, and even 
laughing with the mouth open These 
prohibitions arc the general piohihilions 
observed by inciistruuiing women and bj 
widows. All these actions are regarded as 
making a woman uliiaclive'” and providing 


OGcasiom for interactioo whli oihen. mokbif 
the wife vulnerable to her own pasiioni, and 
10 muu be avoided when the husband is 
unavailable either because he is prohibited to 
touch his wife, or is away, or it dead. 

Widow in Bxahmanical PATaiARCHY 

As we have noted earlier the wife who 
becomes a widow creates an anomalous 
situation in the brahmanical prescriptive texts. 
Since the wife represents the core of 
womanhood she is the real locus of aliention 
both in the prescriptive texts and in mythology. 
The texts concern themselves with converting 
biological entities into social or cultural entities. 
Once this ideal is achieved .such women become 
prototypes and models for other women 
epitomising 'satiiva'. wifely power of thechaste 
woman. It is significant that there is no widow 
in traditional mythology except Kunii. But 
although .she is important she is not central to 
the narrative m the MuhahharaiaP The only 
woman who comes close to such a position 
IS Saviiri who is doomed to widowho^ in the 
narrative. But the locus in the story is how 
Snviiri fights off her husband's death. By 
implication the narrative lays the groundwork 
for the widely held hclicl that women who arc 
widtiwed fall into that state because they bring 
It upon themselves. To that extent they arc 
responsible lor the death of the husband 

The mythology ol chaste wives who 
predecease ihcir husbands is consisteni with 
the general position in Ihc brahmanical 
prescriptive texts that widowhood is solely 
aiiribuicd to 'purva karma’ and is the 
punishment lor a sinful existence in the past. 
A iruc paii vruia can never be widowed because 
she will never leave her husband even in death. 
She will either die before him as a ‘sumanguli’ 
or will accompany him in death.*' Indeed ihe 
wifely power of the paiivraia lies in a woman's 
abihiy to snatch her husband away from the 
jaws of death as Saviiri did with Satyavun; Ihe 
texts tell us that jusi us a snake charmer forcibly 
draws out Ihe snake from its hole, so loo Ihc 
spiritual power of the palivrai.i snatches away 
her husband Ironi the messengers of death and 
reaches heaven with him. On seeing such a 
paiivraia the incs.scngcrs ol death heal a hasty 
reiicai knowing that they have been thwarted 
hy her devotion ^ The proper ideal type of a 
wot lan in Ihc brahmanical texts is one who 
IS imbued wnh the qualilics ol a sail .She is 
a woman whose chasliiy makes hci a living 
salt and gives her the power to ensure that she 
dies before her husband. Alternatively if her 
hushand dies helote her she has the power and 
will 10 accompany him in death as a .sail and 
thereby rojcct widowhood 

This IS the background to the religious 
sanciion for salt. Ihc immolation ol Ihe wife 
to overcome widowhiHNi All the major texts 
exhort the wife to accompany her husband in 
death hy performing 'sahagamana* or 
suhamarann' The husband is to be followed 
always- like the Ividy hy its shadow, like the 
iTiiKin by moonlight, like a thunder cloud by 
lightning. In order 10 achieve this slate the wife 
is prepared Ibr such an action right from Ihc 
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thttihe woman who gliKlIylbnowabcrlHiibMii 
from hto bouse m the cremation gniuid ati^na, 
with every step, the rewards of the hone 
sacrifice.*'The woman whonijecta widowhood 
can purify and rescue the moat sinftil and evil 
hus^d. Even if the woman bu been a bad 
wife, who has until then, becauieof her wicked 
mind, despited her husband, even she, through 
the set of dying with her husband, confen 
merit on themselves. It destroys her esrlier sin 
even when she does this out of anger or fear. 
This then becomes the scriptural justification 
for forcing women to burn themselves. It is 
the ultimate and only effective ‘prayaschitta’ 
for the bad wife; though this she redeems 
herself and escapes the future misery which 
her bad karma would normally have brought 
her." 

Following these arguments it is clear that 
according to Ihc ideology of brahmanical 
patriarchy, if a wife is actually widowed she 
has certainly not been a pativrala. nor 
vanquished her innate weakness and sinfulness 
(which her birth as a female entails), nor availed 
of her last chance for redemption through 
.saiihood; in short she is an oulcaste. She is 
therefore a doubly condemnahle creature; 
feared and despised. The widow must 
thenceforth atone for hef sins, for bringing 
widowhood upon hcrscll': through bodily 
mortification and steadfast devotion to her 
departed lord she must stringently monitor her 
sexuality and master Ihc promiscuity that 
inheres in all women. To enable others to have 
proof of her virtue she must occupy the darkest 
rece.sse.s of the bouse and submit herself to the 
constant surveillance of the patriarchal gaze, 
even as it might work through the women of 
the household, with everyone commuted to 
upholding notions of family honour inscribed 
into Ihe gender and caste codes." 

Wiixiw IN PaFst'siiTivr Tex-ts 

Since a woman becomes a social entity only 
when as a wife she is united with her husband, 
the death ofher husband represents the cessation 
of her scK'ial existence and the end of her 
personhotHi. Once the husband dies Ihe wife’s 
sexuality, which in marriage served familial 
and social goals, isof no use to Ihe community. 
The death of the hushand thus marks a dramatic 
shift in the peroeption of Ihe community towards 
the widow. Even more than the unmarried 
menstruating girt or the nubile wife whose 
husband is away, the widow of the dead hushand 
is the object of real moral panic. While the 
sexuality of these other categoricN can he held 
in abeyance, the sexuality of the widow cannot: 
she must therefore he completely unsexed. 
And because this is not easy to achieve the 
widow must he represented as the most 
repugnant and despicable ol chgracicrs. Feared 
and haled she must henceforth be confined to 
the ‘dark spaces' where she is inaccessible. 

The prescriipivc Icxts lay down stringent 
codes of behaviour in order to ensure that the 
widow's sexuality is repressed, mastered or 
forcibly contained. These prescripikimi are 
ouilin^ in all the major texts beginning with 
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the pouibliity of redet^ing itw Mxualhy of 
the widow after a xpoctfi^ period of celibacy 
iind miHirning. The intlilution of ‘niyoga’ or 
tevirate unions is mentioned in the Rig Veda 
and survived into the first millennium A D. 
However, the Dhamasutra literature indicates 
that the practice was being made conditional 
upon the absence of a son from the woman's 
first husband and had to have the sanction ot 
the elders in the tamily.'* Manu condemned 
the practice and upheld the norms of a celibate 
and perpetual widowhood. Following Mami. 
the emergence of the norm of celibacy became 
the basis for all the individual prescriptions; 
the widow must give up all ornaments, observe 
fa.sis. emaciate her body and remain steadfastly 
loyal to her dead husband. Manu lays down 
the following code: 

Let her emaciate her body by living on pum 
flowers roots and fruits; but she must never 
even mention the name of another man after 
her husband has died Until her death let her 
be patient of hardships, self-controlled and 
chaste and stove to fulfil that most excelicnl 
duty which is prescribed for wives who have 
only one husband “ 

The Vrdho Hama is more explicit about the 
marked nature of the widow ’ s appearance and 
behaviour. "She should give up chewing betel 
nut. wearing perfumes, flowers, ornaments, 
and dyed clothes, taking loud Irom a vessel 
of bronze, taking two meals a day. applying 
collyrtum to the eyes: ,he should wear on^y 
a white garment, curb her senses and anger, 
and sleep on the ground.’"* 

The presenptive texts provideonly one model 
(or (he widow who continues to live alter her 
husband, and that is the model of an ascetic 
widow This model closely corresponds to two 
other categories of males in the brahmanical 
texts who. like the widow, must transcend or 
renounce their sexuality; (he brahmacarya' 
and the 'sannyasi'.” The first is a male who 
has not yet entered an active sexual phase, and 
(he second is a male who has renounced sexual 
life after completing his duties as a householder 
and begotten sons, and is thcrclore free to 
pursue his salvation goals '* For both ihc.se 
categories celibacy is compulsory and 
underpins all the codes to be followed. Indeed 
the widow's way of life is .specifically called 
the renouncer's life, or in the widest sense a 
celibate life. But (here is a crucial difference 
because the widow cannot leave home as a true 
renunciate.** Unlike the Uaie ‘pravrajya’ she 
has no individual salvation goals apart from 
those of her dead husband. The widow's 
asceticism, hearing no personal results 
equivalent to the male ascetic, i c.'ccvsation 
from rebirth or 'moksha'. is nevertheless 
necessary in order to ensure the peace of mind 
and happiness of her dead lord. Devotion and 
loyalty (oone's husband remains the key point 
of a widow's life; the widow's asceticism and 
celibacy is thus negative, not positive. Her 
'stridhorma' continues in widiowhood and 
requires her to master her sexuality. It will 
ensure her salvation by ensuring her husband’s 
salvatkin. otherwise he will descend to hell.** 
For this reason the widow's celibacy is not 


^ticht bu matt last at a# t^. lives, 
thus, altbou^ there it certain timilaiiiy in the 
asceticism of the widow and that of the 
renounecr. the goals are so distinct that the 
widow is not an ascetic: the transformative 
space available to women within the n.scctic 
tradition'" is dented to the widow.'" 

In brief, the prescriptive texts clearly outline 
only two models of widowhoixi; that of the 
dying sail who mounts the pyre rejects 
widowhood, and proves herself to he the best 
follower of 'stridharma'. and that of (he living 
sati who becomes (he ascetic within the home, 
remaining a celibate, steadfastly devoted to the 
husband till she dies. There is no third model, 
certainly not of (he true renunctalc. at least in 
the brahmanical prescriptive texts. 

The two models of the dying sati who mounts 
the pyre, and of the living sati who mortifies 
the body, arc repeated ihrougboui the centuries 
in ail the laiertextsof the brahmanical tradiiton. 
Ot (he two. the tirsi remained the more valued 
ideal lot a variety of reasons. The devotion 
ol the dying sad who mounted the pyre, and 
the merits such an action brought to her 
relatives, were no doubt greater than those of 
the ascetic widow But at (he same lime it must 
he rcmcmbcicd that the sati also solved the 
problem of the sexually .uiivc woman whose 
sexuality must not he oxpicssed. The hazards 
of the sexually active widow forced into 
celibacy was evci prc.scnt in the texts.'" 

In the IKih century Tryainbaka took an 
unambiguous position on the issue of (he sad 
vcrsusihoasccticwidow Thcpracticeofdying 
with the husband was commended lor all 
women. Bui its. tor some reason, the wife did 
not lollow her husband (hen Tryambakacxhorts 
(hat her virtue must he protected for, as he puts 
It, if her virtue is lost the woman falls down 
into hell. More important, the loss of her virtue 
causes her husband to (all down from heaven 
into hcl I ■“ The rewards for ginxl behaviour arc 
both material and spiritual. The ascetic widow 
gains heaven lor herself and her husband 
Further, she ensures rebirth as a high status 
man for herself Only the chaste widow is 
entitled to maintenance or the en|oymcnt of 
property during her die time. According to 
Katyayana. "A sonlcss widow, preserving (he 
bed of her husband unsullied and being setf- 
controllcd should enpiy her husband's property 
till her death."'" (This position was upheld in 
judgments in the IKib and IDih centuries).'*' 

The limited and conditional rewords, one 
necessary lor her survival and the other to 
sccuic an unseeable luture, go along with an 
otherwise humiliating existence. While the 
rules regulate minutely the widow's conduct, 
it IS clear from references that the lawgivers 
could not effectively restrain men from 
violating the injunctions regarding strict 
celibacy for widows The Adi Ran-a (ol the 
Mahuhharata) recognises that "lUst as birds 
flock (o a piece ol flesh left on (he ground, 
so all men try (o seduce a woman whose 
husband i.sdead.''"Taken logeihcr. the inherent 
sinluincss of women, (heir lu.sltuloe.ss. as well 
as the iHcdalory character of men. required (he 
segregation, isolation and marking of the 
widow. 
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It it in the context of the above dlicouion 
that the riiet and customs associated with 
widowhood acquire meaning. These rites and 
cu.sinms were prevalent in different degrees 
in the case of most widows, but were highly 
concentraied in Ihe person of the high caste 
Hindu widow and included the rile of tonsure. 
Control over female sexuality was almost 
obsessively .applied among high caste women 
because (he danger to the structure of 
brahmonical patriarchy was great in ihcircase. 
The reproduction of the hierarchical caste order 
with its horror of miscegeny subverting the 
entire edifice necessitated such stringent 
conirol. Unlike the lower ca.ste woman the 
high caste woman did not labour outside the 
home or participate in primary production. She 
was icgaidcd solely as a receptacle through 
whom reprixiuciion could take place. Thedeath 
of the husband of the high caste woman and 
(he consequent cessation of her reproductive 
potential created a dangerous situation. The 
anxiety about monitoring her sexuality doubled; 
while, as we have seen, the wife's sexuality 
had to he channelised, the widow’s sexuality 
had to be abruptly terminated. The rites reflect 
the dramatic tiansition from one stage to 
another, from a controlled and channelised 
.sexual life and social personhood to sexual 
death and social obliteration. 

Symbulk' STsiim'RE OF Widowhood 

The passage ol a woman from (he position 
of a wife and sahudharmini to that of a widow 
was marked by various rites. These rites are 
not the subject of sustained aiicnlion in the 
early sacred texts as (he focus ol attention was 
concentrated on the male corpse However, Ihe 
texts do indicate that soon after the death of 
the husband, (he appearance of the widow was 
distinctly marked off from other women as she 
had to give up all forms of adornment as well 
as those customs or symbols that were 
usstK'iatcd with the marriage of a woman. 
These include the ‘kumkuma’. (he red mark 
on the forehead, the 'sindoora' applied in Ihe 
parting of the hair in certain parts of India, and 
the use of 'haldi'. among other banned items. 
These Items as we have noted before are 
associated with sexuality and reproduction. 
Haldi. for example, has a sflong relationship 
with fcrtihiy and prosperity and is considered 
so auspicious and powerful that 'naturally' 
widows could not be allowed to u.se it.*‘ 

Other customs not specifically mentioned in 
(he texts are also widely prevalent, such as the 
breaking of glass bangles and the breaking of 
(he ‘mangatsuira ’. the sign of a married woman 
in many parts of India.'"' These acts are 
performed with a degree of violence which 
adds to the humiliation (he widow musi undergo 
for the rest of her life and which she begins 
to expencnce immediately after (he death of 
her husband. Two other markers of widowhotxi 
are the white, ochre, or occasionally maroon 
coarse garment prescribed for widows, and. 
among the high castes in smilhcrn and wcsicrn 
India, the tonsured head. The colour codes of 
red and white arc systematically .sustained in 
the wife/widow opposition Whereas red 
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symbolises fertility and sexuality, white 
symbolises asexuality In the place of the red 
kumkuma banned for widows it is customary 
for them to use ‘ vihhuii' or ash instead to mark 
their foreheads The white or ochre sari 
symbolises purity, coolness and the sexuality 
of the non-bride, more pertinently the renoun- 
cers. While is al.so the colour of death; the 
‘vibhuli’ or white ash is associated with the 
funeral pyre.'* and the exclusive use of this 
colour by widows among women indicates their 
contmuedassociaiion with asexuality anddeaih " 

The ritual of the tonsure marks a more 
extreme resolution of the asexuality of the 
widow It is significant that there are no 
references to the tonsure of widows in the early 
prescriptive texts On the other hand these 
texts rule that the widow should not adorn her 
hair with Howcrs and must keep it bound, so 
it IS obvious that tonsure was not prescribed 
initially, and certainly not for all castes 1 here 
IS every possibility that widows of the royal 
families kept it unbound during the period ot 
pollution and mourning. Unbound haii appears 
Irequcntly as the sign of widowhoixl in the 
Mahobharaia When Draupadi kept her hair 
unbound for 12 years she was symbolically 
proclaiming a state of widowhood and 
mourning 

As a custom, the tonsured head appeals to 
have been taken over from a very early pi actice 
among the Tamils The Purananuru. a 2nd 
century AO text, portrays widows as subject 
to many restraints; they did not wear ornaments, 
slept on beds of stone, and caked their shaved 
heads with mud." The custom is mentioned 
in the .Sanskrit texts for the first time in the 
Madanaparijaia. a commentary on the 
Skarulapuranu written in the 14th century " 
The text states that the widow, like ihc sun 
of the deceased, had to shave her head Up to 
this point in the account the widow is depicted 
as sharing pollution or mourning along with 
her sons " However the text further states that 
widows were required to tonsure themselves 
continually at periodic intervals till their 
deaths'" whereas the sons are not required to 
do so The 18th century Tanjorc text, the 
Stndhannapaddhau of Tryambakayajavan, 
argues that the rules prescribing shaving the 
head apply only to brahmana widows while 
women of other castes kept their hair." In 18th 
century Maharashtra the state enforced it in 
the case of brahmana widows." and the custom 
was widespread among brahmana widows in 
Maharashtra. Tamil Nadu and Karnataka 

The notion that sin and pollution both 
lodge in the hair appears to ^ widespread; 
It IS for example a ubiquitously held belief 
among Hindus and has been documented in 
the case of the Hindus of Banaras " It is for 
this reason that funeral rituals require that 
on the last day the hair is shaved off. thus 
ensuring the removal of the pollution. 
Normally, in more everyday occasions of 
pollution the ritual washing of the hair is 
considered enough Howeverdeaih pollution 
for the upper castes requires more effective 
forms Qi ending the pollution (as in the 
shaving oil of the head) “ In the case of the 
widows, however, the requirement of periodic 
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shaving must necessarily have other 
connotations than mere death pollution. 

Anthropological evidence provides us with 
some clues to the relationship between hair, 
pollution, and sex Paul Hershman's field 
observations of hair grooming practices in 
Puniab shows that such practices arc 
particularly imporiant in Ihc ease of women 
A similar notion of pollution is prevalent even 
where tonsure is practised. It was enforced by 
the popular belief that if the widows did not 
shave her head, every drop of water which fell 
upon the hair polluted Ihc husband's soul as 
many limes as the number of hair upon her 
headHair is thus a maior marker of the slate 
of pollution or purity and auspiciousness and 
the possible shift from one to the other, 
especially in Ihc case of women 

In this context ot the symbolism regarding 
hair. It IS notable that of all Ihc parts of the 
body hair has the most mystical association 
There is hardly a culture in which hair is not 
for males a symbol of power, manliness, 
freedom It is the scat of strength in many 
myths and cultures, the most well known being 
Ihc case ot Samson It is also held to have 
fertilising powers as evident from Greek myths 
At puberty the hair, already the scat of strength, 
IS considered to be enhanced and containing 
a double portion of vital cncigy. since at that 
point It IS an outward manilcstation of newly 
acquired power of reproducing the species 
Abundant hair is a sign ot vigorous sexual 
energy, idealrsed as the essence of feminine 
beauty but indicative also ot wanionness in the 
case of womenSince abundant hair is a 
symbol of lilc power, the way one handles it 
IS a marker ot what one diKS with this life 
power The grooming or exhibition of hair, for 
example, has a pronounced erotic clement in 
Melanesia “ Shorn head isconversely symbolic 
of the loss of power, trecdom and even of 
castration 

While Berg has analysed the unconscious 
meaning of an individual’s community's 
attitude towards hair. Leach"’ and 
Obeye.sekerc"' have, on the other hand, explored 
the symbolic structure ot halt and tts 
relationship to sexuality in the context of 
renunciation, asceticism and sexual restraint 
Both argue that symbols have meanings at 
dtiferent levels, and that apart from their 
personal meaning for individuals and groups 
they have a socio-cultural message which is 
public Leach argues that white the private has 
indeterminate meaning, the essence of public 
symbolic behaviour is that it is a means of 
communication in which the actor and audience 
share a common language - a symbolic 
language, every member of a certain culture 
will attribute the same meaning to any particular 
item of culturally defined symbols."’ Leach 
and Obeyesekere thus contest Berg on the 
unconscious symbolism of hair On the basis 
of anthropological evidence from south Asia 
they argue that hair behaviour embraces a 
widely understood set of conscious sexual 
symbolisations It is because of this that hair 
plays such an important part in rites of passage 
involving (he formal transfer of a person from 
one social-sexual status to another."* 


The tonsured head bcAh In the eaise Of fh^ 
and widows Is clearly a public symbol, one 
that is recreated each time upon an individual. 
It IS a1!l9part of a larger symbolic set in which 
the tonsured head, (he half-shaven head of the 
brahmanas. and the matted hair of (he ascetic, 
have different but related meanings; they are 
all linked up within a unit of specific cultural 
meanings attributed to hair and sexual 
behaviour. 

In the case of the shaven head Obeyesekere 
and Leach accept Berg's analysis of the 
unconscious meaning of hair as symbolic 
castration. Leach argues further that allowing 
the dishevell^ stale is an ascetic repudiation 
of the very existence of sex. Referring to the 
practice of keeping a young girl's hair short 
in Assam and Burma, whereas married women 
wear ihcir hair long, he suggests that short- 
haired women arc (hose whose sexuality is 
under restraintSimilarly the elaNiratc half- 
shaved half-haircd head grooming ul the 
brahmana indicates the simultaneous control 
of sexuality and the legitimate raising of 
offspring In the symbolic sysicm of 
brahmanism. the tuft means sexual restraint, 
Ihc matted hair means total detachment from 
sexual passions and the shaven head means 
celibacy At Icat in south Asia, then, sex 
behaviour and hair behaviour arc consciously 
associated from the start 

Obeyesekere argues strongly for a sharp 
distinction between the shaven head and malted 
hair, which according to him arc nut 
interchangeable as their meaning is not confined 
to chastity alone. It is only the shaven head 
that implies castration, although it at the same 
lime implies chastity and renunciation. The 
diflerence between the shaven head of the 
buddhisi monk and the matted haired ascetic 
IS indicative of the gradations within restraint 
in sexual behaviour. In the case of the celibacy 
of the monk, sexual passion must be eliminated, 
not just held in abeyance, as in the Shiva 
mythology, the archetype of the symbolism of 
matted hair The biologically obvious way for 
the complete eliminatton of sexual passion is 
castration. Coming close to that is expressing 
It indirectly and symbolically through a non- 
liicral interpretation as an tonsure Obeyesekere 
concludes that the primarily psychogenetic 
meaning of the shaven head is castration, its 
further cultural meaning is chastity, and its 
extended interpersonal meaning is 
renunciation. While all three meanings are 
contained within the act of tonsure for widows, 
the most important level of meaning is that of 
castration.” 

The tonsure of the widow with its attendant 
meaningofeastration.chastityandsexualdeath, 
was at the same lime a visible marker of the 
widow’s entry into a state of social death. For 
the upper caste widow sexual death was social 
death as there was no other rak assigned to 
her apart from that of reproduction. Such an 
ideology entailed the enforcement of grim 
conditions upon the widow's existence. 
Symbols and rituals of marriage and 
widowhood along with material arrangements 
affecting widows were linked together to form 
a structure that governed the lives of upper 
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csalo' widow* which survived inlO the 19lh end 
20ih centuries.’’ This structure hod a counter 
but complementary set of relations which 
applied to lower caste widows, as the field 
based studies analysed below demonstrate. 

Ill 

Material Relations and Ideology of 
Widowhood: Two Case Studies 

Wiixiwiiooo IN A Soi;th Inoian 
BRAIIMANK'AI. CoMMl'NITY 

Anthropological analysis of the beliel 
structure of a brahmana community with regard 
to gender relations provides a case study about 
latent ideas on widowhood among havik 
brahmanas m the Malnad area of south India.’' 
Thu study uncovers complex emotions of fear 
and guilt located within a structure of power 
in which men wield total authority over women 
who are completely dependent economically 
upon, and subordinated to. them m every way: 
the most vulnerable section among women ore 
widows. The study suggests that those who 
wield power over others in real life invert the 
actual relations in their belief system and 
portray as malicious and dangerous the very 
people over whom they wield power, as in the 
ca.se of havik brahmana men and havik 
brahmana widows. At the same time the study 
shows tbji such bclicis are unique to havik 
brahmana .society, and are absent among those 
communities in which gender relations are 
relatively less authoritarian and women have 
relatively higher .status within their caste than 
do havik women. 

It is believed by havik brahmanas. among 
whom widows occupy the lowest status 
position, that these widows poison others at 
random with a substance obtained secretly by 
them from a strange reptile. Widows without 
male issue are particularly suspect. The victim 
is said to develop an incurable stomach ailment 
leading to a distended stomach. In young 
women the symptoms approximate to a 
pregnancy : treatment is not usually secured till 
it is loo late. A number of havik brahmana 
informants hold that widows poison others to 
ensure that in their next incarnation they will 
have many sons and will predecease their 
husbands.” The implication appears to be that 
brahmana widows are unhappy in this life and 
many perform a harmful act in order to be 
happier in their next one. What is significant 
is that the alleged victims are not selected for 
purposes of revenge or hatred; the widows act 
not against someone but for themselves to 
secure a different and better future than the 
one in which they have been widowed and 
subjected to infinite misery. 

Havik brahmanas occupy the highest position 
in society in those villages where they reside 
and derive their livelihood from the possession 
of small aieca-nui plantations and from land 
that they lease to agricultural castes. Since 
havik bndimanas never accept food from any 
other caste their poisoners have to be members 
of their own caste. Only widows are believed 
hy the havik to at aome time or other have been 
suspected of indulging in the pnetice. The 


diKp sealed belief may be hit^preted as 
representing the destructive potentialities of 
havik brahmana widows. According to Harper 
the fear itself can only be explained in the 
context of havik social structure, especially its 
gender relations." 

All women, but particularly widows, arc 
(eared by havik men. Women are a potent 
source of pollution lor havik men for whom 
ritual dcnicmcni is a major concern. 
Menstruating women and women who have 
recently given birth to a child - in other words 
women in slates which emphasise their 
‘femalencss' - must be segregated Even 
inadvertent contact with them causes much 
greater ritual pollution than docs contact with 
a member of the untouchable castes. In a .state 
of ritual impurity women can cause untold 
harm to their families, and should an impure 
woman accidently contaminate a god or deity 
It may cause illness or even death to members 
of her family. 

At a more general level all women are 
inherently dangerous because they ate sexually 
passionate and demanding; as temptresses of 
the flesh they sap male vitality and stand 
between brahman men and their salvation goals 
In the Loiiicxt of everyday relations women 
are believed to disrupt fraternal solidarity, a 
cherished ideal among havik brahmana men 
but hardly ever actualiscd in real life, and not 
because of women: this is a sicrcoiy|)c which, 
in Harper's view, has no bearing on the break¬ 
up of the fraternal household.'’ But it is 
brahmana widows who are most feared amongst 
women The sight of the widow itself is 
inauspicious, so inauspicious that if sighted at 
the beginning of an auspicious venture, the 
venture must be postponed, even dreaming of 
a widow augurs ill Further, m the system ot 
rcligiousbelicfsall female deities arc ingcncral 
more dangerous and malicious than their male 
counterparts. Mariamma. the goddess of small 
pox and the deity who has the highest 
malevolence potential, is in ItK'al mythology 
represented as a brahmana widow. It is of 
utmost significance that ‘according to the 
narrative she slew her husband in a fit of rage 
when she discovered that she had been deceived 
by him Mariamma thus became a widow by 
murdering her own husband This is clearly 
linked to a deeply held belief in brahmanical 
society that should a husband prcdecca.se his 
wife It IS somewhow. in some mystical way. 
the wife's fault.’* The belief in poisoning by 
widows IS thus part of a more complex 
constellation of ideas around the theme of fear 
of women, but particularly widows. In the 
havik brahmana household the authonty of the 
males over females is absolute. At marriage, 
performed ideally before puberty, authority 
over the bride is completely transferred from 
her natal family to her husband's family. Post- 
marital residence for women is virilocal and 
patrilocal for men. women are excluded from 
inheritance and. except for certain types of 
jewellery, women do not own propeny.’* 
Divorce is prohibited, polygamy is permitted 
but rare, widows must never remarry, widowers 
are expected to lemarry and often do. Since 
at marriage a woman is transferred from one 


patrilineageio uio^. h«:iiatat kinsmen have 
no jural control over how she is treated. A 
mistreated daughter-in-law (who as a bride 
occupies a low sutus and power position w ithin 
her new hou.se. where the male kinsmen hove 
a right to discipline her severely) should not 
complain to her natal kinsmen because this 
would only cause them grief about a situation 
over which they have no control. The only 
recourse she has is to bring dishonour upon 
her husband's family through suicide. It is 
not surprising then that all havik families 
prefer to marry their daughters to less wealthy 
families in order to maximise their influence 
over their daughters’ new social environment*" 

Havik women labour only within the 
household unlike women of nearly all other 
castes in the region, who perform agricultural 
labour Also, they do not handle Tinancia] 
matters Havik males characterise women os 
weak willed, superstitious and constantly in 
need of male protection. Prohibited from 
possessing sacred religious knowledge they 
are characterised as having 'sudra minds'." 
The perception about the subordination of 
women and girls around havik men exprcs.ses 
Itself in a dual manner; positively with regard 
III comprehension and behaviour towards 
daughters and negatively when it constructs 
widows as malevolent 

Havik men hold deeply ambivalent and 
contradictory attitudes towards women. 
Mothers are revered, sisters and particularly 
daughters are regarded as dependents towards 
whom there is much affection. Harper argues 
that the havik male fear of women is linked 
to guilt about the subordinate status of females 
to males This recognilion of staius difference 
accounts for the compensatory behaviour 
exhibited towards daughters — the expressed 
sentiment is that because daughters may suffer 
after marriage they must be made as happy as 
possible before the event.*’ In the value system 
of the male havik there is thus a great disparity 
between the attitudes expressed towards wives 
and women in general, and towards close 
agnatic kinswomen 

The fear about wives in particular is evident 
also in the way in which every structural 
mechanism, ideological and organisational, is 
used to prevent women from uniting in 
opposition to the male dominance within the 
marital household Women from the same 
patriarchal family arc barred from marriage 
into one household; indeed brothers should not 
marry girls even from the same village. These 
conventions prevent sisters, female patrilateral 
parallel coustns and childhood friends from 
residing together in the same house after 
marriage. The bride's isolation in the new 
house must be complete for the subordination 
to be effective. The life cycle of women has. 
however, acertain progression even within the 
husband's family. After a period of uial and 
tribulation occupytng the lowest position in 
her husband’s family, a woman may. and often 
does gain, in respect, especially when she 
produces a son. She may ultimately become 
a mistress in her own house and a mother-in- 
law with power over her daughiers-in-law. 
Time thus appears to be in her favour.*' 
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Kut us Iturpcr |Hiin(s oul, if she is wiihiwcd. 
especially wHhoui having homo u son. even 
time cannot lil'i her out of her oppressive 
otualion. She will he permanently deprived oi 
s'ven ibo little she had as a wile - a husKmd 
and children Forced to weai a distinctive 
garment and tonsure her head to symhislisc hci 
degraded status, she is publicly defciniiiised 
More ol'len.sivc than anything else, the widow 
is never again lelcired to us ‘she’ but instead 
by the neuter 'ii' Widows are ridiculed and 
commonly they are the butt of jokes. From 
then on the widow is called pram', animal 
A symbol of inauspiciuusness. 'he can no 
longer participate in the domestic ceremonies 
that form a part ol women's culture Everyone 
concedes that the life of the widow is one of 
unallcviatcd iniseiy But tins docs not merit 
real sympathy The laic that befalls a widow 
IK believed to be deserved Expected to pray 
daily that she should predecease her husband 
a woman if widowed is considered lo be at 
fault “It ate up its husband", is whai people 
would .say Any move up or relatively high 
status that she might have gained through time 
IS instantly diminished That havik siKicty 
would regard widows u> he sutficicnily hmer 
and rescntlul to harm oihers in order lo escape 
(in future) the sul Icrmgs entailed in widowhood 
IS thus entirely 'rational' 

In the larger structure ol relations 
governing caste, gender, widowhood, .ind 
belief systems, there is a crucial Out inverse 
connection hciween ihe real position ol ihe 
widow's powerlessness and Iheir imagined 
power tosirike hack. The suhoidinaicd status 
of the woman as widow is expected lo breed 
the desire for revenge The overt submission 
of widowed women is perceived as a mask 
which hides their suppressed anger and makes 
them tnl'initely dangerous, in some eases 
even blood-thir.sty 

It is notable that the structure ol ideas with 
regard lo widowhiaid among brahmanasgrows 
out of the maici i.il and social position of widows 
in high caste society In maikcd contra.sl. 
widowhood IS not pitiable, nor arc widows 
legardcd as particularly dangerous among the 
different categories of women in the lower 
castes Widowhood is not marked hy the kind 
of dramatic break m the lilc of a woman us 
in high caste siK'iciy. it is a diflerent slate but 
Ihe structural opposition between the wife and 
the widow docs not exist in non hrahmanical 
society. WidowhiKid isorganisahic in the ease 
of the non-brahmana castes, along the axis ol 
production and reproduction rather than 
reproduction alone Widows Irom these castes 
arc thus incorporated in the siKial and economic 
order. This is strikingly brought oul if we linik 
at the lah«)uring castes w ho woik for the havik 
hrahmanas in the Malnad icgion. Posi-maiiial 
residence m Ihe case of the labouring casics 
IS determined hy individual economic factors 
and sometimes may even he in s illages where 
neither the man nor the wile has close ties hut 
where work isavail.ible Extended lannliesaie 
not glorilicd among sudras as amongthc haviks. 
Among uniouch.thles the cxiendcd family is 
almost never lounil Posl-puberty marriages 
are ihe norm and divorce may be initialed by 


either puny. Family authority is more cquntly 
divided between the husband and the wife; 
women earn and handle, family finance. 
Menstrual iuho<v.s are less rigorous, and payment 
ol a brideprice frequent. 

Sudi as and untouchable widows do nut shave 
iheir heads, nor are they set apart by distinctive 
dress nor referred to as animals, nor excluded 
from auspicious ceremonies. In these castes 
widows and divorcees may and do coniraci 
.second marriages The status of a woman who 
enters into a secondary marriage isonly slightly 
less than th.vt of a virgin bride. It is significant 
lh.ll non-brahmana widows in the Malnad 
region arc absorbed into productive and 
reproductive activities (if they arc in such an 
age group); women’s status is relatively higher 
in their own ca.sie than is (he ca.se with havik 
women, and unlike the latter they arc nol 
considered dangerous or inauspicious.*’ 

WiDowiKKib AMosr, Low Cash. Larui'Risc 
CiRoiTs IN Nokiii India 

The manner in which m.Uerial and social 
lactos differentially organise coneepuons ol 
widowhood IS examined and analysedal length 
by Pauline Koicnda in the context ol a north 
Indian village Kulenda'sessay is comparative 
with legard to region and cxpluics the 
connection between present practice and 
historical lexis which make rctcrcnccs u> 
widowhotxl. (he levirate and remarriage ol 
women 

Koicnda examines widowhood among high 
casic rajpuls an low cusic chuhra.s in a north 
Indian village Drawing from other 
anthropological works especially on south 
India, she nonces that widowhood as well as 
the status ol women in the high castes is iclaicd 
among olher things lo control over propeity 
inherited by men. which may foster the 
degradation ut women in order to exclude 
them from a share in inheritance Idculugically 
this IS poriraycd as women being 'assimilated' 
to their husbands and becoming one flesh with 
them. In contrast, the lower caste women are 
not 'assimilated' lo (heir hu.sbands but in 
marriage remain equal and opposite lo them 
An important lactor responsible for the 
differences between high and low castes is the 
contrast between high castes as landowners 
and the low castes as wage earners. There is 
here an equably hoi ween adult sons and father, 
and helween husband anti wife, which tximes 
from Iheir separate and more or less equal 
status as wage earners The lower caste 
woman s economic role accounts for her more 
equal rights both in her manial and natal homes 
Thus the difference between high caste and 
low caste women is caused by differences m 
iclalion lo producuon.'" 

Kolenda carries forward Ihe analysis t>l 
gentler, caste and the economy with a close 
look at widowhiHHJ hut paiticularly relating lo 
cniorced widow inaling among low cnsics. To 
begin with, chuhtas do nol necessarily lollow 
patriloculresidence Inthcircase ihcie is mueb 
t1ux in the populuiion as lamilics change 
residence, ehuhra lamilics may settle in the 
wilc'.s village or other villages where one 


might kin, or juM a pitK* whm wbrit it 
available. Lack; of loml hat nsulted in ihe 
chuhras being more mobile, lets anchored to 
locality ihaij the high catic rajputt in (he area 
Because of their poverty ehuhra women work 
outside the home, it is they who do (he ’jajmani' 
woik. A ehuhra widow could support herself 
and her children as long as she could continue 
the lajmani work. There was nodramatic change 
in the chuhri widow’s lifestyle or standard of 
living.** 

The rajput widow on the other hand was 
stripped of jewels and remained in her dead 
husband’s properly contingent only upon her 
good' behaviour, and was forbidden to marry 
again. Only one sexual partner was envisaged 
for a rajput woman during her lifetime and that 
was her husband. To him she was given in 
.sacred ceremony, with community sanction 
and a dowry. A woman along with her family 
was made impure by any subsequent sexual 
relationships she might have An adulterous 
rajput wife or widow could be cast out and 
even executed. Sati was an ideal, and 
worshipping at a sail shrine was the first 
ceremony in every marriage of a rajput 
woman.'*" 

The main contrast between rajput women 
and ehuhra women is with regard to work, 
marriage, and widow mating. All ehuhra 
women, along with other sudra or untouchable 
castes, could remarry, and the practice of 
levirate was common among these castes In 
the structure of ideas widow-remarriage is one 
of the key defining practices that constitute (he 
impurity of low castes. But, signTicantly. as 
has been documented elsewhere, low casle.s 
were expected lo conform lo the custom.'" The 
insistence of such a practice was in part a 
rcinlorccment of closely guarded upper caste 
privileges including enforced widowhood 
which ensured higher ritual status for them 
Hut It was also a means by which Ihe upper 
casics manipulated and controlled the 
demographic structure of all castes - high and 
low. Patriarchal formulations wcrcclo.sely tied 
to caste and class formation. 

That caste, class, and patriarchy worked 
together to organise the sexuality of all women 
isevideni from widow mating practicc.s among 
the chuhras. Chuhri widows of child-bearing 
age were expected to remale Only widows 
with grown children, i e. one who wa.s well 
past child-bearing age. was permitted (oremain 
unmated it she made a declaration to the 
community to be a celibate.'*- This was not a 
recognition of the sexual needs of widows but 
an arrangement to utilise (he productive and 
reproductive labour of widows While 
maintaining land structures intact as among 
agricultural castes such as the jaLs (who were 
restricted lo levirate widow-marriage), such an 
arrangement would ensure the full productive 
potential ol a woman to unsure maximal 
rcpicnshing ol Ihe labouring and servK-ing 
casics. 

Key elements in chuhri widow mating were 
a hierarchy oi mating patterns according to the 
distance of the second mate to the dead husband, 
and aset of rules tor the disposal of the widow's 
sexuality. The power to di.spose ol a widow’s 
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scmitty lay wiiK the pstrifratenaf comin|ent 
of her husbamlN paternal family. The preferred 
male to whom the widow will be assinged is 
the dead husband's unmarried younger brother. 
If there is no unmarried younger brother she 
may be assigned to a married brother with his. 
his wife's, the widow's, artd the widow's 
lather's consent. She may he al.so given to a 
patnlalcral parallel cousin or a matrilaleral 
cross-cousin of the dead tiusband. but here loo 
her consent as well as that of her father is 
ic(|uircd. In the case ol ihe latter the new mate 
must pay for her Both the p.itnlalcral parallel 
cousin and inairilaiernl cross-cousin have the 
right to sell her once she has male<' with them, 
A man led woman or a widow who commiis 
adultcrv can also be sold Once a woman is 
sold she may be re-sold repeatedly 

The hierarchy ol marriage types arc 

(1) marriage by ‘pheras’ (the first maiiiagei; 

(2) sccondaiy maiiiagc to husband's brother: 

(3) secondary marriage to hushand'sp.iinl,iici..l 
parallel cousin: (4) being sold to a man who 
IS a rnutrilaicial cross-cousin of the husband: 
and 1 ,‘s) Being sold lo a stranger 

It IS evident lioin the above summary that 
oespite the relative economic indc|)cndcncc 
and security ot the chiihii women, it did not 
make them "elosc loequal to men’"'' as Koleiida 
establishes so decisively. Ihe men ould 
pressure liei to lake .inolhei mate and they 
could even sell bet so ili.ii she was separated 
Iroin hci kin Mei inlcnoniy was csiablished 
through the muling lulcs but moic so in die 
lulcs teg,iiding the buying and selling ol 
widows Conirol ovci ihc scxiialily and the 
l.iboiii III the widow lay not with the widow 
hill .11 ihc li.inds ol ibc bti.sband’s lamily 
Koli"' '.I s .in.ilysis ot chuhii widow nuling 
customs .ilsoconsiilcistherclalionshipol such 
pr.icliccs 111 icvtual evidence, and she suggests 
that the cusioiiis .imong low castes .iic not .in 
ahci 1 .iiioii .icciHini.ihIcloiinsaiiskiiiic p.iucii.s. 
hill i.ilhc'i arc an archaic survival ol picvaicnl 
mating paiicrn.s hcloic the hrahmanical codes 
proceeded to lay down deliniic and distinc live 
sexual codes lor dilletcni caiegoiics ol 
women '"’ While they prescribed ascetic 
widowhood, delcminisaiion and Ihc sexual 
death ol Ihe uppci caste widow and thereby 
raised the status ol the entire caste in relation 
to others, they chur.icieri.sed widow matings.' 
conceptualised in the practice of niyoga iihc 
traditional term ol leviraic) a.s 111 only for 
‘cattle’ and sudras It then became a crucial 
index of caste status in a deeply hierarchical 
order. The rcproducti*"! pruciiccs ol the 
labouring classes wAe simultaneously 
castigated and utilised: multiplying cattle and 
those who must labour was consistefii with the 
hrahmanical caste order. Patriarchal 
formulations for women of Ihc high caste and 
women of (he low ca.sies w:rc structurally 
integrated into (he ideology and material 
relations of the caste system. The high castes 
were required to restrict reproduction so that 
pressure on resources in ihcii control were not 
strained. Equally, since (hey did not lahtiur 
the mcreas^ reproduction ot the lahourtng 
classes would expand Ihc potential to exploit 
resources under the control of the upper castes. 


Cliuhil widows Idee all low caste widows were 
socially subordinated but dkl not face sexual 
death tor social death) at Ihc death of their first 
husbands: the chuhri widow was the structural 
opposite of the brahmana or rajput widow who 
faced sexual and social death when her husband 
died While enforced widowhtxtd was the rule 
among the high castes, enforced cohabitation 
maybe said to be the rule for widows ol the 
lowc.st castes. 

The apparent dilfcrcnce in widow mairiagc 
and widow man ng patterns between high castes 
and low castes may lc.)d lo the conclusion that 
there were dilfercni patrijrchics according to 
the lespeclivc caste status This is only partly 
true liecausc it needs to he stressed that those 
ditfcrcnccswcrearrangcd within a larger single 
conceptual and material organisational 
siriiciurc Within Ihc larger riihric ol a 
hrahmanical patriarchy, caste, gender. I.ind 
conirol and demography were lied inexorably 
together both conceptually and in terms of 
maleii.rl and social arrangements. 

Notes 

(This paper was firsl prcscnicd at a confciencc 
on 'Widows in India' held in March I'i'M ai 
Ihc insiiiuie of inanagcmeni. Bangalore It will 
form part at a volume on widowhood in 
Indi.i rdiied by Marly Chen and Joan Uro/e 
I am gijicliil 10 Patricia Uhcroi tor coinincnis 
on an earlier draft of this paper as well ns lor 
drawing iny alieniion lo certain anihrupolo- 
gisal writings on Ihc symbolism asst.ct.iicd 
with hail I am .also indebted lo Gerd.i la.'rncr 
lorexieiuled discussions on gender which have 
helped III shape coine ol the arguments in this 
paper I 

1 I h.ivc made .i tree ami a.s.soctalional use ot 
the. term borrowing li om Orlando Palieison’t 
classic work mi slavery Allhoiigli Ihc upper 
class widow was lar removed from ihc slave 

someone who was uprooted from lainily 
and alienated from her/his culture - I lind the 
concept of social death useful in capturing 
ihc peciiliar siulas ul the widow that ol a non- 
hcing The social death of Ihc widow made 
hcrpcriiiancnily inloanon ticing. an indelibly 
dcreclive stale which weighed endlessly upon 
her (lc.sliny, someone who could never he 
brought to life again Orlando Patterson 
.Vliiierv mill SiKiul Pnillr A Cimiixiriilne 
■Sm./i, Harv.'U'd University Press. Cunibridgc 
l')X2, p 38 

2 Cited in Pallcrson, Sliivrn. p 37 

'I Katihahai Inamdar et al. Pusiliim o/ HWint r. 
lypesci pi 1911. Rur. Ms 1) 3.Sfi, IndljOflice 
Library, pp II. I .S 

4 P V Kane. Hmorv o/ llie l)huriiiii<ilui\trii\ 
illPSi. Vol II Pun I. Bhandarkar Oricnial 
Research Inslilulc. Poona. 1941, pp 428-29 

5 Ihid. p W) 

(i Mmiimt Pli(trmii.thiixtrit. IX 9h. iranslaled by 
George Buhler as, The Uiu s nf Mnnu. S/ii rrd 
/i.idilt olihe Euxt, Vol 35. Molilal Ranarastdas. 
IVihi. 1984 (repnni) 

7 Naruda. Sinpumsu. V 19, eiicd in Kane. UPS. 
p 561 As early as Ihe Siiliipiilha Hrulmumu 
It IS said that a sunless wife is possessed with 
Nir rti. ill-luck or desuaiction. 

8 A/Hiuiunbu Dhiimui Suira, II 5 II 12-13. 


Iranslaled by Georgs. Buhler, Saertd Uiw uj 
ihe Aryat. Molilal Banara.sidas. Delhi. 1975 
(reprint). 

9 According to the marriage rues of the 
Asvalayimii OrhyMuirii (173-18) tlic husband 
leads the wife thrice round the fim and the 
water jar (a symbol of lemlity) keeping llieir 
nghl sides turn towards it and murmurs "I am 
heaven thou art Ihc eanh. I am 'saiiian' thou 
art the 'rk'. let us both marry licre Let us beget 
offspring' (Kane. HPS. pp .528-30) 

Later when the bndc enters her husband’s 
home ihehushundchunts "here may happiness 
increase lo you through offspring” Then he 
kindles Ihc nuptial flic and as his wife is 
sealed on a hull's hide he makes oblations 
chanting "may praiapati enrate oflspnng to 
us" As Ihc bride enters her husband’s house 
she breaks her silence and says "may iny 
husband live and may I secure offspring”: 
Kane. HPS o|) cit. p 530 
The rites that relate to Ihe ‘gartidhanam’ or 
the 'eh.'iturthikarina' ecremany perlorined 
before the iiiairiagc is consummated follow 
the first menstruation of the girl. After the 
wife has bathed, her husband makes her pound 
nee which is then boiled and eaten. Then the 
husband nils a water jar and spnnkics Ihe wife 
thrice with Ihe water and repeats certain 
mantras 

May Visnu ready your parts may Tvasla 
frame your beauty, may Prajapaii sprinkle 
and may Dhaia implant an embryo unto 
you May the Asvinsplaniinthceancmhryo 
A> the earth has lire inside it. as heaven has 
Indra inside it, so I plant a garhha in thee 
Urhiiil ArmiMikii Upaiiiximil, VI4I3. 19-22 
In the ntc ol Ihe 'ehaiurthikariiia'. three 
nights after iiiarnagc the husband performs 
certain acts and inuriniir.s. "inlo ihy breath I 
pul the s|X'riii. may ihc male embryo enter 
the woinh as an arrow into the quiver, may 
a man be horn here, a son after len months”: 
Kane HPS pp 20203 

10 Tom .Selwyn. 'Images of Reproduction An 
Analysis ol a Hindu Marriage CcreirHiny', 
Mim. Volume 14, No 4, December 1979, 
p ti84 

IIC) Fuller and Penny Logan. 'The Navarairi 
Festival in Madurai'. Biilleiiii ol the Silimil 
of Orifiitiil mill A/rii mi Similes. Vol XLVIl. 
Pan 1. 1985. pp 90-97. and Brenda Beck. 
'Cooler and Fleat in South Indian Kilual'. 
Mmi. New .Senes, 1969, p 558 

12 Selwyn. op cil. p 687 

13 Julia Leslie, f/ie Per/fit IV//r The PrihiHlos 
Hiiiilii Woman Arionliiii; lo Ihe 
Slriilhiirnuipiiililhiili of I'rsiimhitktiYiijm'iill, 
Uxiord Unis ersiiy Press. Delhi. 1989, pp 248, 
366 

14 Ibid, p 268 

15 Apiiuoiihii Phiirmwmira. I 10 28 19 

16 Uma Chakravarli. 'Coneeplua'ising 
Brahmanical Patriarchy in Early India: 
Gender. Class, and State'. Enmomic and 
l‘iiliiiiid WeeklY. Volume 28. No 14. April 
1993, p 582 

17 Selwyn op cil, p 688 

18 According lo Parasara an imniamcd girl 
beyond the igc ol 10 is described as a 
rajasvala' la mcnsliuaiing woman) If the 
father has not given a giil in marriage by ihe 
lime she is 12 his 'piir' have lo drink 
her immihly discharge (Kane. HPS. op cit. 
p 444) 
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19 Kane. HDS, op cit. p 442. 

20 In one of the rituals at the time of marriage 
the husband says to the wife. "Be firm like 
a sione. overcoim- :he enemies, trample 
down the foes” iKane HDS op cit. p .S28) 

21 Leslie, op cil. pp 2()b-72 

22 Chakravarli. •Conceptualising Brahmanical 
Patriarchy’, op cil. p .^S2 

23 The /tgiii I'urami says, “anuinied with 
unguents ol ground turmeric and saffron, 
wearing bright ganncnls, thinking only ol 
her husband, bcauiitully ornamented, she 
goes to bed" (Kane, HDS, op cit. p S6S> 

24 Kane, HDS. op cil. p .Sb6 

2.S Leslie, op cii, p 291 

26 Ibid, p 97 

2’’ Kiinli was Ihe senioi wile of King Haiidii 
and mother ol ihe Pandavas Kunii's 
widowed status is not imporianl in ihc 
Miiluihluirolii The significant aspects ol 
Kunli 's life are - first, her power lo conceive 
through invoking the gods, second, the 
cnncepiion ol Kama before her inariiagc lo 
Pandu and (he con.scquent abandonincnl ol 
Kama which causes her much anguish 
particularly when Ihe great war takes place, 
since Kama fighlson the side of the Kauravas 
and against her other sons, and third. Kunli's 
iinporlanl role as mother of Ihe Pandavas Por 
anmsighiful micrprcialionof Kiinli sec Irauati 
Karve, Pin'diiM. TheEiulolant.i'xuh ^angam 
Books. f)clhi. 1974, pp 17 St 

28 A 'palivarata . lor insi.iiue. is defined by 
Bnhaspali as one who is eiii.icialed when 
her husband is away on a loiirney and who 
dies on the death of her husband. Leslie, 
op cit. pp 29t-94 

29 Leslie, op til. pp 29.1 94 

.10 According to Tryambaka's Sindluinmi 
IKiildhiili ihe brahiiiana priests should recile 
Ihe words, "may you be Ihe one who 
accompanies your husband always when 
he IS alive and even when he is dead" 
According lo Ihe same text, there are great 
rewaids m store lor Ihe pious sail "il when 
her husband has died a woman ascends with 
him into the lire she is glorilicd in heaven, 
as one whose conduct is equal In lhal of 
Arundhali". Leslie, op cil, pp 291-94 

.11 Leslie, op cil p 292 

12 Ibid, p 29,t 

13 Uma Chakras aril. Social Pariahs and 
Domestic Drudges Widowhood Among 
Nineleenlh Century Poona Brahinanas' 
Sot ml SiteiiM Nos 244-46, Scptcmbei- 
November 1991 pp 110 Sli 

14 Kane, HDS. op cii p 199 

l.t Manu V 117-60 

.16 VrnUlhaHiiittii, XI.20t-2IO.cilcdinKani(. 
HDS, op cil p S84 

17 Fuller and Logan, op cil, p 89 ff 

18 Leslie, op cit, p 299 

19 A widow who forsakes sons, bioihers. and 
other male relatives alter hei husband's 
death and lives independenlly incurs great 
condemnation according lo rryambaka, 
Leslie, op CII. p KKI 

40 Ibid, p 299 

41 Lima Chakravarli, 'The Rise of Buddhism 

as Experienced by Women’, Miinushi. no 
8. 1984. pp 1-8. and Therif’nilui, translated 
by C A F Rhys Davids as the <>/ ihe 

.Siftrr.f Pall Text .Society London. 1912 

42 That Ihe widow is not an ascetic is evident 
from the observations ol Parvalibai 


Alhavafe. a widow writing about widowhood 
in 1928. Describing Ihe forced tonsure of 
widows Parvalibai distinguished between 
the voluntary acceptance of Ihe (enunciate 
status and the coerced celibate status of Ihe 
widow as embodied in her tonsure. The 
voluntary shaving of the head as an initiatory 
rile, for those who 'give up’ the worldly life, 
wxs regarded by Parvalibai lo be a “rightful 
religious act" but not Ihc compulsory 
shaving of ihc head of the widow against 
her volilion Volition therefore was the 
crucial difference between a true renunciale 
existence and a simulated renunciale 
existence of the widow based on erKTcion 
cxerled by others In herview Ihe renunciale 
wiihin the home was a coniradiciion in 
lerms Parvalibai Alhavale, f/rni/u WultiH. 
Reliance. Delhi, 1986 (reprint), pp 48-49 

41 As early as the 2nd ccnliiry AD. Tamil 
poems portray Ihc asulerilics required lo 
keep Ihc dangerous power possessed by 
women under control One poem describes 
Ihc ha/ards of a young, chaste high-born 
woman aiiempling such control unable lo 
do so she wanders towards the burning 
ground - only iheic is she freed from the 
passions ot her youth and able lo protect 
her chastity fieorge Hart ’Woman and the 
.Sacred in Ancient ramilnadu’. Jiiurmil of 
Asuin Stuthes Vol XXXII. No 2. February 
1971. pp 211.10. p 242 

44 Leslie op cil. p 298 

41 Kane. HDS op cit. p 186 

46 Honama vs Tiinarmahhat. hidiitn low 
Reportx ill.Kl, I Bombay 119. Bhikhuhai 
vs Haribhai ILR 49, Bombay 419 

47 Kane. Ht)S op cil, pp 184-81 

48 Beck, op CII, p 119 

49 The breaking of glass bangles and the 
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widow on the visual medium In Ihc Indian 
cinema it is the Iransloimalivc symbol foi 
widowhood lollowed by Ihc donning of a 
stark while s.iri 

10 Fuller and Logan, op cil. pp 89-92 

11 Beck, op cil. p 171. n II 

12 Alf HillebcKcl. Draupadi's Hair’ 
I’urinhiirihii Vol 1. 1^81, pp 179-214,208 

11 Hart, op cil. p 241 

14 Kane HDS op cil, p 187 
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Hair Allen Unwin London. 1911, p 26 

16 Kane, HDS. op cil p 187 

17 Leslie op cil. p 101 
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The /.i/i- and ’/ones of Pandila Rainahai, Kali 
for Women. IXdhi. llorthcommg) 

19 Fuller and Logan, op cil. p 94 

60 Ibid, p 91 
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and following intercourse The end of the 
pollution period is marked by a ntual bath 
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IMan (New .Serie.sl Vol 9 No 2. June 1974, 
pp 274 98 281-891 

62 Personal communicaiion Irom my maternal 
grandmother. C Alamelu 

61 Berg, op cit, pp 29-.1(). 

(i4 Ibid, p 22 
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Hai. Sahilya Academy, New Delhi. 1961. 
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South Asian Studies 

Virtue Unrewarded 

Paul R Brass 

The study of Indian politics in the US has for long remained an insignificant and stagnant sub-field of American 
political science. There are academic and ideological reasons for this neglect, but it also stems from the restrictions 
placed on foreign researchers by the Indian government. In effect, American scholars have become agents of the 
government of India rather than of the CIA. 


THE study ol South Asia, primarily of India, 
by American political scientists has barely 
held its own as a sub-profession in both the 
discipline of political science and in South 
Asian studies over the past 50 years,' Though 
several individual political scientists have 
made extraordinary contributions in the 
quantity and quality of their writings, the 
numberof specialists in the field has remained 
very small. And, though fhe coverage of 
subjects - from party/eicctoral studies to 
studies ol ethnic, linguistic, and communal 
issues to issues of political economy - has 
also widened considerably, the field has 
remained inielleciually siagnant. largely 
unmoved by challenges such as ‘subaltern 
studies’ and post-modernist approaches My 
purpose in this paper is to argue thal these 
results have been shaped in part by 
academic - disciplinary and scholarly- 
pressures and cross-pressures, by ideological 
constraints, and by restrictions imposed by 
government upon our work, in this case 
especially by the government ot India. The 
first part ofthe article focuses on the academic 
and ideological issues, the second and longer 
part on the question of governmeni control 
over our work. 


In contrast to other area studies, notably 
of East and .South-east Asia, the intellec¬ 
tual development of South Asian studies 
was moved less by cold war considerations 
than by the interactions between political 
scientists and their disciplines, on the one 
hand, and between political scientists trained 
more or less rigorously in the methods and 
theories ofthe discipline and the apparently 
undisciplined character of their subjects of 
study, on the other hand. Insofar as the cold 
war was concerned, there were a few early 
studies of Indian politics which fit easily 
into the ideological framework of the time. 
Specialists in the study of world communism 
did not ignore India. They included John 
Kautsky, who found moredisciplinc in Indian 
politics, in this case the Communist Party 
of India, than any of us have ever since been 
able to discover. He documented carefully,' 
if supcrncially, the extern to which the CM 
marched in step with the dictates of the 


Cominicrn and later the Cominlorm.' Josel 
Korbel wrote an otherwise excellent work 
on the Kashmir issue between India and 
Pakistan, but sought by Procrustean means 
to fit ii into the cold war liamcwork, lo 
identity local communists and fellow 
travellers, and lo demonstrate that Kashmir 
was yoi another aspect ol the intcrnalional 
civil w.ii between communism and the ‘free 
world' ' A third hook, by Overstreet and 
Windmiller, provided a detailed and still 
authonlalivc history ol the origins and 
development ol ihc Communist Party of 
India, but eschewed any effort at polemics ‘ 
Noneofilicauihorsol thc.se works, however, 
except Maishall Windmiller, were political 
scienlisis trained in .South Asian area studies 
programmes 

Scholars of Indian politics could h.i:dly 
avoid studying the communist and socialist 
parties, which were the most important 
non-Congress political parties for .several 
decades up lo the l‘)70.s. However, such 
studies mostly .sought to lit these political 
tormuiions into the landscape oi Indian 
politics in general r.uher than into the context 
of the inicinational rivalry between the 
superpowers. These studies reached a kind 
ol ciilniinating point in the competing 
compendia on radical politics in .South Asia 
which appeared simultaneously, if 
lortuitmisly. in the mid-IVVOs. While thc.se 
two volumes also emphasised the domestic 
aspecis, they .sought lo place radical politics 
both in ,hcir south Asian and their 
international coniexts One. edited by Gough 
and Sharma. searched heroically for Ihc 
revolutionary underpinnings of South Asian 
politics in hopes ot demon.siraling that there 
was a glorious revolutionary future for those 
countries.' The second, by Bra.ss and Franda.'' 
gave Ihc ‘liberal bourgeois’ perspective 
and argued lo Ihc contrary that these hopes 
were uiircali.slic. that neither the communist 
nor socialist wings of the left in South Asia 
were capable of. orintcrcstcd in, launching 
South Asia into such a future. Moreover, 
the contributors lo the latter volume 
mostly argued thal the parties of the radical 
left in South Asia were more influenced 
by indigenous than by international 
pressures. They also argued that international 


communist strategies were as much or more 
intluenccd by South Asian realities than by 
vice-versa. The fact, however, that such 
•Studies were still being done in the mid- 
l‘)70s by confirmed South Asia specialists 
does demonstrate the existence of one set 
ol cross-pressures on American political 
scientists - those coming from our training 
as such and those coming from persons and 
institutions interested only in the place of 
.South Asia in the global struggle. 

A second set ol cross-pressures were 
those that came from the discipline itself, 
which were both methodological and. in a 
sense, were also more focu.sed on the nature 
ofthe conlcm|H)rary world into which South 
Asian politics might fit than in the relationship 
between South Asian politics and South 
Asian history, society, and culture. 
Respectable political scienli.sts selling out to 
study India and other developing countries 
were supposed to demonsi rate the theoretical 
relevance of their .studies to the global 
processes of development and modernisation, 
mostly within Irameworks derived from 
Talcoii Parsons These frameworks had 
names such as structural-functionalism and 
systems theory. There was alsoa monumental 
effort sponsored by the Social Science 
Research Council in the 1960s, out of which 
cmcrgeil seven volumes with a political focus 
on political parlies, communications, 
education, and other subjects, set in abroad 
historical and comparative ffamework. The 
coninbulors were all descendants of Parsons 
in one way or another, though they 
proclaimed a new framework called ’crisis 
theory’ ’ 

The central figure working on India from 
this perspective at the lime was Myron 
Weiner. One of his early works was a survey 
of South Asian politics in the structural- 
functional mode, which appeared in Almond 
and Coleman’s Politics of the Developing 
Areas." His book on the Indian National 
Congress, published in the mid-1960s, made 
use ofthe SSRC ’costs theory’ framework.* 
Virtually all his books, in fact, were self- 
conscious attempts lo demonstrate the 
importance of India lo prevailing Ihporics 
of development and modernisaiior’, though 
his later works drew upon what are called 
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middle-range rather than grand, global 
theories of politics, development, and 
modernisation. However. Weiner, an 
inveterate empiricist and still the keenest 
observer of Indian politics I know, carried 
some pf these theories lightl>. with the 
consequence that the ease studies he 
presented ovciwhelmed the theories. 
Fortunately, thciefore, most ol his writings 
continue to stand as invaluable accounts ol 
(lolilics as they were when he wrote. 

Indeed, some ol Weiner’s work, parti¬ 
cularly the book on the Indian N.iiional 
Congress, have become benchmark studies 
lor political science scholars ol a more 
recent generation woiking on India. Alul 
Kohli has loilowed in Weiner’s looisleps 
literally and theoretically, revisiting all live 
ol his ease study districts and making use 
also ol a variation ol ciisis theory' in his 
tmporiani and v.iluahle book. Ih'iiiot iiuv 
tint! Disconii'iil Itului'.s Growing C/n/v o/ 
Govamihilns Kohli loo carries nis theory 
lightly. The hook is re.illy more an argument 
about the luiure ol Indi.in |iolitics .irul Ihe 
dangers to Inilian stability than an exercise 
in demonstraiing the relevance of Ind'a H' 
global Iheories of development and 
modernisation 

In l.iei. It has been r.iihei dillicult lor 
trained .South Asia specialists m gener.il. .ind 
for political scientists in paiiicular. to use 
such theories or even to lake them seriously 
since the publication of the Rudolphs' fhe 
MotU'tnit\ <>t 1 riitlilion." which I have 
always lead - though it has other mess.iges 
-as having .idminisiered a laial blow to 
attempts to lit India into global Iheoiies 
derived Irom the experiences ol Eiirojie 
and America tin the contrary, the Rudol()hs 
set out to show that such theories have to 
be modified or even iianslormed in the light 
ol Indian realities. 

No w. whet her allempii ng to oper.tle within 
u given mode as Weiner has done oi 
iiltcmpimg loovcrihrow and replace it as the 
Rudolphs have done, it is clear that three 
ol the most important .md prolilic writers 
on modern South Asian politic s have been 
very much oriented to wards the rel.iiionship 
between theory and empirical realities, 
between the pressures .md demands ol the 
discipline ol political science and what they, 
as .South Asia specialists, see .md know Yet, 
the results have not been ,iny knd ol truly 
fruitful interaction between the discipline 
and South Asian area studies There .iie 
several reasons tor this state ol allairs 
One reason is that the theories ihemsels es, 
global theoiies of development and 
modernisation, have become intelleciu.dly 
discredited - and this much belore Ihe post¬ 
modernist attack on global theories ol .ill 
sorts Few people take them seriously any 
longer though I would like to note that they 
lingered on lor many years m political 
science, quite oblivious to the arguments ol 


the Rudolphs. A second reason has been the 
Amcricoceniric nature of American political 
science, the dominance of the discipline by 
American area sludic.s specialists who know 
nothing or next to nothing about other 
cultures and wor'd civilisations, and who 
have gone on decade after decade lirclc.ssly 
reproducing tiresome .studies of the factors 
inllucncing electoral tuinoui. public opinion, 
and other such trivial matters, fine tuning 
their methodologies, many ol them simply 
administered to students in thcirelasscs rat her 
than to 'real people’ m rite outside world. 
A thud reason has been the constant lure, 
a son o( search lor the Holy Grail, of a 
unilymg theory, preferably one totally free 
ol the need to examine and eerlamly noi to 
visit, except loiiristically. ’research sues’ - 
and especially not research sites in dirty and 
backward countries oreven in the slums .md 
ghettos ol the US 

The latest mamfcsialion of this latter 
search has been the sweep across the 
profession ol rational choice theory 
Although there may be a lew graduate 
students in South Asian studies who h ive 
lliiied with the application ot r.ition.iUhoice 
theories to Ihe subcontinent's politics, most 
of us continue to believe, I think - perhaps 
stuck in some son ol 'csseniialisi’ altitudes 
towards India and Indi.ms - that these 
theories will not have much predictive value 
or, peihaps more important, they will not 
tell us .mything impnrl.mi or that is not 
obvious about Indian politic.il behaviour 
I sbould however, in tairness hasien lo 
.iild - lor wh.itever il is worih - ihal Indian 
voimg beh.ivioui has lately proven 
suscepiible to prediction by standardised 
quesiionnaires adminisiered lo random 
s.iinples ol Ihe Indi.m vmmg age population 
I happenloihink.liowever, Ih.iiihisappareni 
predii tabiliiy conimiies lo lail lo uncover 
the enormous vari.ibililv tindcinealh ihc 
apparent iimlormities m voting hehavumr 
I also h.ippen lo iliink that such unilorinilies 
are llicmselves prodiicls ol the process ol 
study III a lorm ol ihe sell-fullillnig 
prophecy produced by the media and ihe 
priblie opinion pollsters ihcmscives. In 
other words. India is becoming predictable 
likeihe United .Slates because Its demoeraey 
at one level - a itiosi superlieial one - has 
become nianiptilublc by questionnaires. 

The third reason lor the lailure of 
communteaiion between South Asian area 
studies and Ihe discipline ol political sc icnce 
IS that India h.is hecomca home and a source 
lor anil-theory. There is now a whole new 
generation ol both scholars ol India and 
Indian scnolars, mostly historians and 
sociologists, whose intclleciual orientation 
IS post-modernist. Here, however, the 
ohsi.iclcs to tertile interactions between South 
Asian area studies specialists in political 
science and Ihcir discipline come as much 
Irom South Asiunists as Irom non-South 


Asianist political scientists. In f^t, foir the 
most part, both the groups arc among the 
most benighted upholders of old theories 
and methodologies in the social sciences 
today. 

The Rudolphs again arc an exception here, 
having fastened - as has this speaker - on to 
contemporary modes of thought. I have a 
feeling that in the more open intellectual 
environment ot the University of Chicago, 
the Rudolphs do not face Ihc dumbstruck 
comments which I have faced in this regard 
in various places, not just in my own 
university. A few examples: "Whenever I 
hcarihewordposl-inodcTiist - orFoui^uli - 
I reach for my revolver ’’ "Who can read this 
dcconstrucitnnist clap-trap’'" Or. in a more 
indulgent mode, I am sometimes referred to 
as a person who did some good work in his 
“prc-di.scursive phase’’. Closer to the truth, 
however, is Peter van der Veer's comment 
to me at a recent conference that I have 
become a cross-dresser, shifting back and 
forth between post-modernist mralcs and a 
Lasswcllian approach lo politics as “who 
gels whai. when, and how". In either ease, 
for sure, it cannot be said Ihal post-modernism 
or any other new and vital mode of 
contemporary intellectual thought has 
captured political scientists worktngon South 
Asian politics Having said this, nevertheless. 

I do want lo assure my colleagues, especially 
ihosc who have made the comments ju.st 
((iioled, that I continue to find much ot the 
contemporary work ol political .scientists of 
South Asia ot great value 

However, my mam poini, insofar as the 
inlelicclual rclalions between political 
scientisis iraiiicd in South Asian studies and 
their discipline are concerned, is that cross- 
fcrtilisalion has not worked eltectively 
despite some virtuous ullcmpts by 
pr jclitionersot South Asian polilical science 
to demonstrate the relevance of our studies 
lo the discipline I have also suggested that 
the faults lie on both sides. Most impurtani. 
the cross-pressures on political sciemisis 
have laially clashed, whether it has been the 
inapplicahiliiy of cold war perspectives and 
geopolitical ihenrtcs in general to South 
Asian international and domestic politics, or 
the poverty theories of politics demonstrate 
when applied to the region. 

II 

I come now to another set of eross- 
prcssurcs, those Ihal have spread Ihcir 
tentacles out directly from the governments 
of Ihe United States and India, which have 
also affected our work. There is no denying 
the tact that there was an inseparable 
connection from the beginning of South 
Asian studies in the United Stales with the 
expansion - some would say imperial 
expansion - of United States inilucncc 
around the globe. However, i also believe 
that the importance of this connection has 
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bcM overstated and mitinteipreted. South 
Asian area studies did not get funded because 
the United States government wanted to use 
it as an instrument of American foreign 
policy. On the contrary, we sought to attach 
ourselves to the largesse of spending on 
international projects of all sorts that was 
going on at the time without in the process 
becoming compromised by the acceptance 
of money from tainted sources such as the 
CIA. the department of defence, or even the 
state department. While there have been a 
couple of exceptions to the rule, most of the 
money provided has come openly and above¬ 
board and in relatively small quantities, by 
the way. from the Office ot Education and 
the Smithsonian Institution. We were forced 
to accept the designation for our language 
and area studies fellowships of 'National 
Defence Fellowships' in order to satisfy 
Congress that it was really doing .something 
in the interests of the United States rather 
than in the micrests of feathering the empty 
ncsis ot academic .scholarship for il.s own 
sake But most ot us. virtually all of us, were 
in fact doing nothing but that and accepted 
the ‘National Dctcnce’ designation as a 
necessary and harmless compromise in the 
'real world’. 

The reward lor our virtue in th's respect 
has been the virtually universal designation 
of most ot us by most academics and 
bureaucrats in South Asia as CIA agents. It 
should be noted, however, that such a 
designation, though it inspires dread among 
our South Asian colleagues, docs not 
ncccssanlypha.seall politicians.government 
bureaucrats and military men in India, some 
ot whom would prefer to make direct contact 
with the CIA and would be happy to know 
we have a direct line to the agency. The myth 
oftheCIA penetration of American academic 
area studies has become so widespread that 
it affects the current generation of American 
students as well. At least half in my classes, 
at least, assume every time I go off to India 
for an election study or to attend some 
conference in India, leaving them behind a 
week before the end of term, that I am 
heading off under the orders of the CIA. The 
other half (keep in mind that I teach in 
Seattle), hearing my strange Boston speech 
and my constant criticism of the policies, 
politics, and politicians of the United States 
and seeing my beard and dark complexion, 
think I am Indian. There is also some over¬ 
lap. I believe, in the minds of the students 
between these two perceptions. 

Our virtues and our lack of rewards tor 
them, however, are most evident not in our 
relations with our own government but in 
iho.se with the government of India. Nut only 
have we not been rewarded, but mo.st political 
scientists and other social scientists and many, 
if not mnxi historians, and even many scholars 
in the humanities and natural science 
disciplines as well, have not been welcomed 


by the government of India. Bbfore I ^ id 
the treatment meted out to u.s by the 
government of India, however, let me say 
a few more things about our virtues. One 
virtue has already been more or less stated. 
Whatever our general implication in the 
expansion of American influence in the 
world, in cold war ideologies, and in the 
various discourses which have spun off I rom 
both of them, nearly all of us avoided 
accepting money from government agencies 
and other institutions which were direct 
inslnimcnts in the prosecution of the cold 
war. and avoided especially any relations 
withintclligencc gathering agencies. I might 
add also that some of us actually argued, 
agitated, and demonstrated against the cold 
war ideology and its worst manilcstations 
ingencral and in s|iccific places like Vietnam 
andelsewhcic Indeed. I never thought much 
ol, and in fact deeply re.scnicd. the atliluilcs 
of people such a .Sanre and his lollowers in 
ot! er parts of the world, living in societies 
where 'resistance’ has been more myth than 
fact, who boycotied the United States during 
the Viein.'im war at a time when more than 
hall the population cither had alre.idy been 
mobilised against it or had been persuaded 
that It was an unjust war and one not in the 
inieicsis ol our country 
Second, not only have American Souih 
Asiiiii scholars not been cold warriors for 
our government or CIA agents acting to 
undermine the stability and national tiiiiiy 
of India, but many ol us have been advocates 
and spokesmen for India - even when wc 
did not like particular governmenis. Most 
political scienlisis and economists 
speci.ilising in South Asia argued lor 
economic aid to India and against military 
aid to Pakistan from the IV.^Os through the 
197()s, lor which our rcwaid, of course, was 
always the question m India. “Why do you 
support Pakistan against us'.*’’ In lad. wc at 
least not only did not support Pakistan, hut 
several ot our international relations 
specialists and others ol us as well argued 
that the United Stales should pursue an Indo- 
centric policy m .South Asia, and one or two 
of them worked withm the sttitc department 
Itself to try and bring this about. Our support 
lor India’s policies was most apparent in the 
declaration signed by many dozens of South 
Asia scholars from many disciplines against 
the Pakistani suppression of the popular 
movement for an independent Bangladesh, 
our support lor the Indian action to liberate 
Bangladesh, and our condemnation of the 
Nixon-Kissmgcr intervention on the .side ot 
Pakistan in the third Indo-Pakistan war. 

Now. It is also of course true that most 
of us were dism.iycd by the Emergency 
regime introduced by Indira Gandhi and 
condemned it. Many ot us have also been 
appalled by the actions of the state police 
and .security forces and ot the government 
ol India m Punjab and Kashmir, not to 


mention Asstun, vkhicb never gets the sjune 
attention granted in the media to the former 
two places. In the matter of the gmss human 
rights violations by the government uflndia, 
however, even here our 'virtues’ in relation 
lo that government have been too amply 
demonstrated. Although many of us. in one 
way or another, have shown where wc stand 
on these matters, wc have not as a group 
lobbied, agitated, or signed statements of 
protest against the policies ol the government 
of India, despite the tact that its human rights 
record has been severely crilici.sed by all the 
leading, impartial international human rights 
moniloniig agencies. 

Third, in general, ihoiigh most of u.s have 
tried lo maintain a .scholarly stance of 
objccliviiy in our wniings aboui India, it is 
also obvious from them that we have been 
sympathetic to Indian political and economic 
goals and aspirations. Althougn. m our 
private capacities .is eili/cns of the United 
•Slates, wc sometimes placed ourselves on 
one s'de or another on particular economic 
or political is.sues, wo usually did so within 
the confines of Indian political debates 
Ihcmsclves Mosi of us ob|cctcd lo the 
poliiic,il policies of Indira Gandhi, hut so 
iiliimuiely did itiosi Indi.ins in 1977. Some 
of us thought Nehru’s socialist policies were 
UKi gradual, others ihoiigiti them loo radical, 
others thought them misplaced, but few, if 
any of us, stepped mu ol the confine.s ol the 
prevailing debates that UMik place on these 
maiters in Indi.i iisell. Our scholarship laces 
a more serious challenge to its neutrality 
with the ri.se of militant Hindu naliunali.sm 
in India, hut that is a subject which is lor 
the luturc and noi tor this paper, which deals 
with the past 50 years. 

Finally, and most important of all. most 
of us have been associateii with, and some 
ol us have been deeply conimiltcd to. the 
idea of .South Asian suidics in the United 
.States. By our assiK'iation or eonimilmcnt. 
wc have truly believed that it is our vcKalion 
to teach each new generation ol young 
Americans in our colleges and universities 
about India in a dispassionate, impartial, but 
also sympathetic way. Wc have sought to 
demolish myths about the South Asian 
countries, to convey as best wc can what wc 
have learned ourselves about their politics 
and the relationships between politics and 
South Asian societies, smial inslilutions, 
and religions. Wc have struggled along with 
the rc.si of our colleagues for funds from our 
government, argued with llic administrations 
in our institutions to establish and maintain 
South Asian area studies centres, and 
established the American Institute of Indian 
Studies lo provide a steady source of 
lellowships for our graduate students to go 
to India lo learn the languages and to do 
research so th.n they can come back and 
leach what they have learned to new 
gcncralionsof'.indcrgraduaics. Wchavedonc 
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all (his. moreover, against the grain of not 
only (he virtually total ignorance of India 
in our society, but of the lack of much 
interest in learning about it Our students 
have clear impressions about China and 
Japan and a good deal of knowledge about 
them even before they reach college, but 
most of them know nothing about India 
when they teach our classes, which many 
lake mostly to fulfil some requirement or 
because the time in which the class is 
offered IS convenient for them, or lor some 
other equally irrelevant reason. 

r9ow. what has been the response of the 
government ol India to our sympathetic 
attachment to India, its goals and aspirations'’ 
First, American stKial seientisi.s have been 
treated primarily as unwanted nuisances who 
have no legitimate bo...ncss in India because 
they are mways studying so-called 
’controversial’ issues They are also 
perceived as wanting to go to the wrong 
places - to ’horder' areas or to areas where 
insurrections are taking place or to ‘the 
interior' in general I once had a project - 
which incidennily never eot completed for 
some of Ih" reasons to be taken up below - 
rompaong party systems in Uttar Pradesh, 
Bihar. Gujarat, and Tamil Nadu When I 
visited the olficcof the Election Commission 
in New Delhi in l‘>7' to request electoral 
statistics on these four states. I was informed 
by the deputy secretary, who reacted with 
suspicion towards me. that these were all 
‘border areas’. On .mother occasion, in the 
course of a ihree-yc.ir long pursuit ol project 
approval for one ol my students who wanted 
to do his PhD research on agricultural 
innovation in north India, I was told hy an 
education department deputy secretary in a 
hushed but fncndly lone that the problem 
was that the government of India did not 
want foreigners to visit ‘the interior’. 

Some years ago. I collected numerous 
stories of this type Irom a partly selected, 
partly random sample of American scholtirs 
of lndi.i.'’ Many of the stones .are darkly 
humorous, but the consequences have been 
serious for individual scholars, graduate 
students, and the profession They have 
included and still include, as ot this year, 
denials of project approvals to legitimate 
scholars who have been granted prestigious 
academic fellowships to study in India, 
inordinate delays which have caused terrible 
disruptions, anxieties, and financial and 
other losses to them, and a decline in the 
study of serious contemporary social 
issues by legitimate social science scbolais 
Access to India lor research on what 
government of India bureaucrats consider to 
be ’controversial’ subjects is now confined, 
on the one hand, mostly toan older generation 
of scholars who arc either in the good graces 
of the government ol India, or who manage 
somehow to prevail against the bureaucrats 
and get pro)cci approvals, or who get to 


India to do election studies. On the other 
hand, a new generation of Indian expatriate 
scholars in America have come up who have 
their own problems of this type as well, but 
who arc belter able because of family and 
other connections in India to go back and 
(orth m spile ot the obstacles.'' 

.Second, however, the go vernment of I ndia 
docs want some American scholars to come 
to India, partly because the scholarship done 
under certain headings and categories is 
appreciated by Indians of the class from 
which the politicians and bureaucrats come, 
partly because it would be dctrimenlal to 
Indo-US relations to cut off access to India 
by all senior scholars and graduate students, 
and partly because of the apparent belief that 
It IS useful to hold American scholars as 
hostages to be punished when Indian 
politicians and bureaucrats resent one or 
another action taken by the United States 
pcrcci ved to be against I ndia and its interests 

On the lirsi point concerning the 
appicciation of upper class and upper caste 
Indians for certain headings and categories 
ot scholarship, it is obvious that there has 
been little or no political objection to studies 
of ancient history. Sanskrit and other Indian 
langu.iges. ait, and aichitccturc - though, in 
the post Ayodhya era, here also .some 
problems may be in the ofUng. While the 
humanists working in the.se .areas arc no 
doubt pursuing their own scholarship on 
their own terms as they see them, it should 
he obvious that their easy acccs.s to India 
feeds into a nearly iwo-ccnlunes long 
ptiliiical drive hy uppcrcasie elites to establish 
a 'national culture' lor India based on their 
own values and mlerpretniion of Indian 
history. The lime may yet be coming, 
however, and pcrhap.s has already arrived, 
when scholars ol Hindu religious and cultural 
texts may face the obstacles to their re.scarch 
encountered by our best scholars of Sikhism. 
They may not be placed on a ‘hit list’, but 
they may also be denied access to the study 
of subjects on which the results of their 
research may contlict with the ideals and 
goals of Hindu nationalism. 

On the second point, it should also be 
obvious that a government which proclaims 
Itself the 'largest democracy in the world’ 
cannot deny access to all foreign scholars 
in the manner of the former communist 
regimes. Also, howerer much the government 
of India has resented past American world 
dominance, the still rather large remains of 
Its inllucncc in the world, and its policies 
towards Pakistan, all its leaders have wanted 
to maintain or rather to improve relations 
between our two countries. Even more 
important, however, and a point to which 
I will return, is that mo.st upper clastt, upper 
ca.ste laniilics in India consider it (heir 
children's birthright to receive their higher 
education in American colleges or 
universities, (hough a large number also 


seek admission to Canadian and BHtish 
universities as well. The parents of such 
families watch the tuition rates go ever higher 
with even greater concern than the many 
millions of parents of American families 
who will never be able to afford such an 
education for their children. 

I have had middle class Indians say to me, 
"How will we ever get $ 60,000 to pay for 
the education..." of our son or our daughter, 
let alone for two or three sons or daughters. 
But somehow or other, a very large number 
ot such parents succeed in doing so. And 
let me ha.stcn to add that I am enormously 
happy to have their children and* their 
children’s children who have become 
American citizens in my classes. But the 
point here is simply that the parents of these 
children include many of the senior 
bureaucrats in the government of India who 
make the decisions on access (o India for 
American scholars and realise that it would 
be unwise in such circumstances to close the 
door completely to American scholarshipon 
India. 

On the other hand, since not every upper 
caste Hindu family in India, and not even 
every upper caste bureaucratic family in 
India, can succeed in sending their children 
to America, an enormous resentment exists 
in the minds of many at then failure - or the 
difficulties they have encountered with the 
visa section of the American Embassy - in 
obtaining a vi.sa once they have gained 
admis.sion to an American institution. It 
matters little to them that if any of our 
bureaucratic triends asked one of us to do 
so, wc would certainly write a letter to (he 
consular section of the embassy or talk to 
one of our friends there, or even go and 
pound on the table on their behalf. It also 
does not matter to them that there is a gross 
disproportion in (he nature of the issues 
between the aspirations of the elite of an 
entire society to gain higher education and, 
in many cases, a work permit and citizenship 
in the United States, and the aspirations of 
a tiny sub-section of the American academic 
community to come to India for research and 
to send its graduate students to India for a 
year of language training and a year of 
research for their PhD dissertation. It matters 
not to (hem also that their government’s 
policies regarding the obtaining by foreig¬ 
ners of citizenship in India are among the 
most restrictive in the world and those of 
the United States, with all its defects, one 
of the most open. 

Yet, we are held hostage to the resentments 
of Indian elites on (he score<t>f American 
immigration policy. Moreover, this is not 
the first time that we have been held hostage 
in this way despite the fact that our sympathies 
are almost overwhelmingly with them on the 
matter. I have already mentioned the support 
many of us articulat^ for Indian policy with 
regard to the liberation ofBanglaciesh. What 
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bur i«wanf f<k tiiat? - itte tiiif^illbn of 
a virtual bait on American iicholah travelling 
to India for research that year. 

Individuals also have been selected for 
victimisation in this way. I give as an example 
the case of Robert Hardgravc. Jr. for whom 
1 can personally testify that he has always 
been absolutely opposed toany truck directly 
or indirectly with intelligence agencies. 
Neither he nor must of the rest of us in South 
Asian studies feel, however, that the same 
stigma should he attached to relations with 
the state department. Therefore, and probably 
also in part because he thought he might do 
some good for Indo-American relations, he 
agreed to write a group of papers on the 
future ot India. He insisted that these papers 
be pubiishtrd openly and sent a copy of the 
original papers to the Indian embassy in 
Washington, CK' and, later, a copy of the 
book which contained them to the ministry 
of external affairs in New Delhi.'* Within 
the manuscript. Hardgravc speculated on the 
consequences lor Indian politics should 
Indira Gandhi die. The reward for his honesty 
and openness was the launching of a smear 
campaign by the Patriot newspaper in New 
Delhi claiming (hat Hardgrave’s manu.scripl 
was a secret and numbered document 
prepared lor the CIA' Unlortunately, Indira 
Gandhi was assassinated three months 
alter this campaign against Hardgravc, and 
Rajiv Gandhi himself and Congress 
politicians all over north India used Bob's 
little book III the heat of the 1984 election 
campaign as evidence of a CIA con.spiracy 
to as.sassinate Indira Gandhi, which they 
knew to be totally false. .Since I was my.scif 
moving aboui north India at thtf lime, study¬ 
ing the election and hearing these speeches 
being made, and since Bob’s name was not 
specifically mentioned, I began to run a little 
scared myself because I thought they might 
be talking about me for some reason and it 
was a couple of weeks before I discovered 
that the prime minister and the Congress 
were not in hot pursuit of me. Bob was 
allowed to come to India some time thereafter, 
but I am told he was accompanied everywhere 
he went by two security agents who watched 
his every movement as well as every person 
he went to sec. 

Now. there is nothing unusual about 
smearing and misrepresentation in electoral 
campaigns. We know well enough from the 
experience of our own country thaCfhe great 
majority of even otherwise decent politicians 
turn into swine during election campaigns, 
and we are seeing even during this current 
campaign a repetition of Bush’s discreditable 
Willie Horton ads being used in New York 
and other places. Still, one must ask some 
questions about the importance attached in 
India to our writings and actions. Should the 
government of India not pay more attention 
to Hardgrave’s textbook,” which still to my 
great regret continues to outsell mine'" as 


the principid text on Indian politics in North 
American universities'.' Should it not be 
pleased to see the impartial and sympathetic 
approach taken to Indian politics and its 
leaders therein'' Should it not want to see 
such an objective picture of Indian political 
institutions and behaviour presented as the 
first, basic source for most Americans who 
receive any education on that subject? Should 
its leaders not, therefore, recognise its fnends, 
as well as good scholarship, rather than use 
us as political footballs in their electoral 
campaigns? 

If you believe, as I do. that the answers 
to these questions are all "yes”, then how 
on earth do we explain ihc behaviour o( 
Indian polilieians and bureaucrats toward.s 
us*' The answer is passing strange and must 
be presented in several pans. The first part 
is the belief among India’s leaders that they 
are sjiokesmcn for a great and important 
country in the world. .Second is (he bclict 
that, ihough their country is great and 
important, they and India arc not respected 
as such by the United .States. Third, however. 
Ihc peiccpiions outside India if not the 
realities arc exactly the opposite, namely. 
India IS perceived as a great and importani 
country. It is also neither respected nor not 
respected. The liuth rather, which I have 
found no Indians who have not lived in the 
United States to be aware of, is (hat hardly 
anybody - except us, of course - has ever 
cared about India or thought about India. 
Further, wc have all ol us who read both 
Indian and American newspapers been stnick 
by Ihc fact that issues and irritations hardly 
anyone in America has ever heard about, 
from cyrogenic rockets to Super 301 to the 
Dunkel draft, and even for that matter to 
casual comments by Slate Department 
representatives about Kashmir, appear on 
Ihc Ironi pages of Indian newspapers, and 
that wc are expected to answer aggressive 
questions put to us about why the United 
Stales government is again picking on India. 
Those of us who were in India (his year also 
were embarrassed to have to point out that 
Ihc visit of India’s prime minister to the 
United States was one of the major non- 
events of the year in our country. 

Now, how does this relate to the treatment 
American social science scholars have 
received in India? The fourth pan comes 
here, namely, that the government of India 
has no weapons worth talking about to use 
against the United States, so they use us as 
hostages. However, since our own 
government hardly cares about us either, we 
provide the best test of the argument that, 
if the press does not publicise the taking ot 
hostages and their plight is ignored, hostage¬ 
taking will not undertaken in future 
because it will be shown to be unprofitable. 
But we arc peculiar sons of hostages. Those 
of us who are taken arc confined to our own 
country and not allowed to come to India 


to do our However, since no fuss 

is made about tls in the newspapers of either 
country and no one comes to our defence, 
most of us will ultimately be released from 
ourconfinement to come to India for research 
provided we agree to study panchayati raj 
j n ancient India or some other suitable topic. 

This brings me at last to the quite serious 
and damaging consequences of all this. The 
consequences of I he use of A merican scholars 
by the government of India in these ways, 
not through an explicitly slated policy or set 
of policies but through a multiplicity of little 
and big actions in relation to us over the 
years, has been a subtle and damaging control 
over our academic studies and our 
professional lives in ways which we would 
certainly condemn as unacceptable, 
undemocratic, and even ’fascistic’ were they 
applied to us by our own government. Yet, 
we have gone on accepting these controls 
and restraints partly out of Icar and cowardice, 
partly out of a literal breast-beating belief 
that we have no 'right' to access to India, 
that ‘right’ is on the side of Ihc government 
ol India against the American imperial state. 
In this respect also, we have fallen for an 
argument (hat literal Americans would reject 
in all other circumstances, namely, that it 
IS the .state Ihit determines ‘right’. 

We, American scholars, have become, in 
clfeci, agents of the government of India 
rather than ol (he CIA. Because of the 
restrictions placed upon us. which amount 
to an intolerable form of control over our 
academic work. wc. that is scholars of India 
in general, do rc.scarch that supports the 
imagc'that the government of India wishes 
to present to the world, whether of its ancient 
cu Iturc or of its present goals and aspirations. 
A lid wc arc pro vented from doi ng the research 
wc want to do which the government of 
India feels will not serve its purposes. The 
only word for this is pre-censorship. Some 
of us manage to escape it one way or another, 
but we as a scholarly community, including 
our fellowship-granting agencies, have 
become implicated in this process. We 
interpret and publicise the information to 
fellowship applicants that the government 
of India is unlikely to approve certain topics, 
and most of us discourage our students from 
proposing such topics. Wc allow our projects 
to be vetted by government bureaucrats, not 
just for legitimate security concerns, but on 
broadly ixilitical and personal grounds as 
well. Instead of encouraging our students to 
pursue whatever research projects they 
consider most engaging or relevant to the 
(heones prevailing in the discipline, wc arc 
supposed to steer them towards non- 
controversial projects which wc hope will 
be acceptable lo these same bureaucrats. I 
should add here that this kind of guidance 
often fails because wc find that some people 
end up gaining project approval for work 
in Kashmir while one ul our students with 
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a project on some harmless topic gels denied 
entry or sul'lcrs tnordinatc delay anyway. 

The mo.si damaging aspect of all this from 
the point ol view ofihe future of South Asian 
studies IS that It has caused the redirection 
ol the careers of some promising young 
scholars, and discouraged many other young 
men and women in political science and 
other social science departments from seeking 
careers in tiur field Associated with this, 
naturally, has heen a decline in the 
contribution of the social sciences to South 
Asian area studies in general, something 
pointed out in a report by Kenneth Jones 
about 20 years ago.” Majtir .South Asian 
areas studies programmes in the United 
.States now kick sohereni social science 
components. Some of them are reverting 
primarily to the Ortcr.t.ilist irndiiions ol 
scholarship. c.ii|.hasising Sanskrit and other 
classical languages, the study of Indian 
philosophy and religion, and textual analy.scs 
ol all sorts, and arc defending with less and 
less enthusiasm the goal ol sustaining and 
developing inierdisciphn.iry area studies 
programmes 

I had plann-d also to make some comments 
here on an extremely troublesome aspect ol 
this whole matter, namely, the silence ol our 
pailcssional colleagues ui Indi.i about these 
matters A', tar as I kn<>w one or two ol out 
colleagues in India have occasionally drawn 
aileniion in some closed meetings to our 
problems, hut I am not aware that there h.is 
been any sigiiilic.ini public criticism ol 
government ol India policies towards our 
researcb m Indi.i. On the contrary, some 
years ago it was believed that many ol the 
project approval problems we were then 
having were a consequence of the hostility 
ol some Indian academics to our research 
in India. I believe that pioblcm is no longer 
as serious as it was However, when I have 
mentioned our problems to some of my 
close.st academic colleagues, even those who 
would certainly never have been hostile to 
us. there has been either no response or a 
.statement that they were not aware that we 
had such problems. I do not want to say 
anything more on this snhicci now except 
to say that the .lU. h.'ii ol our colleagues 
m the social sciences and historv in India 
to our problems would be most welcome.'* 

I come finally to ihe question' why do we 
accept all this'.' There aie several answers, 
already relerred to above, but ihcrc arc two 
which I want again to mention, which I 
consider especially discreditable or wrong¬ 
headed. One IS that the majority of our 
scholars still get into Indiaone w.iy or another, 
especially those in the humanities Those 
who get in, and the agencies which provide 
ihe Icllowships lor them, would rather not 
complain or 'rock the boat’, .So, there is no 
.solidarity amongst us. Second, as I have 
already mentioned, we think it is the ’righl’ 
ol the government ol India to do what it likes 


in these matters and we have no ‘right’ to 
complain about it. I have already indicated 
that I consider this a form of liberal muddle- 
headedness which is not at all truly liberal 
because it accepts the language of the state 
as defining our ‘rights’. It also reflects a kind 
ol paternalistic attitude towards India, a 
subject on which I would also have more 
to say were there sufficient time, that suggests 
that India has somehow been a victim of 
imperialist America and wc have to 
acknowledge that wc are agents ol that 
imperialism whether we like it or not and 
must do everything in our power to make 
up lor the actions of our government. My 
argument, on the contrary, is that this is 
backwards and that, il wc are agents of any 
government, it isol the government of India. 
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scholars have Ihcir own problems with iheir 
own government and that Pakistani scholars 
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Economics of Population and Development 

Manashi Ray 

India is the second most populous counm in the world with 9.f4 million people and according to estimates, it will 
grow to 1.4 billion by 2030. flou ever population growth is not simply a problem of numbers; it is a problem of human 
welfare and development. This paper contends that population growth is not the only, or even the primary, .source of 
low levels of living, eroding self-esteem and limited freedom in the less developed nations. Contrary to eustomary 
assumptions, population growth in conjunction with other determinants of development has on many instances promoted 
.social change, and in the recent past has been a boon to economic growth in the newly industrialised countries. It 
is therefore an issue of managi ment and optimum utilisation of present and future human resources. 


THE global population will increase during 
the next 35 years to around 8.5 billion with 
almost 90 per cent of the increase occurring 
in developing countries, additionally, about 
70 per cent of the increa.se will occur in poor 
countnes where the average person ’ s income 
is less than two dollars a day. India, the 
second most populous country in the woild 
with 9.34 million people will grow to 1.4 
billion by 20.30. and China with its 1.2 
billion people will continue to remain the 
population giant in 20.30 with 1.5 billion 
I World Bank I')94| 

These incieases are unprecedented in the 
histoiy ol mankind (Pigure 1), but this 
phenomenal growth ol population is not 
simply a problem of numbers. It is a problem 
ol human welfare and development. 
However, the alarmist exhortation against 
the tidal wave ol population increase makes 
little sen.se if attempts arc not made towards 
.1 comprehensive understanding that would 
integrate demographic and economic as 'veil 
as other developmental assumptions. 

If development entails improvement m 
people’s level of living - their income, 
education, health and their general well¬ 
being - and if it also includes their self¬ 
esteem, respect, dignity and freedom to 
choose, then the important question about 
population increase is: How does the present 
population situation in many developing 
countries contribute to or detract from their 
chances of realising the goals of development, 
not only tor the current generation but also 
for fut lire generations? Con vcrscly, ho w does 
‘development’ affect population growth?. 
Consequently, the major i.ssues relating to 
this basic question are; 

(i| What are the implications of higher 
population growth rates among the world's 
poor for their chances of overcoming the 
human misery of absolute poverty? Will 
world I'whI supply and its distribution be 
sufllcient to meet the needs of the anticipated 
population increase in the coming decades? 

tii) How will the developing countries 
cope with the va.si iiKrcascs in their labour 
forces over the coming decades? Will 
employment opportunitic.s be picntitul. or 
will It be a mapr achievement just to prevent 
unemployment levels from rising? 

(iii) To what extent are the low levels of 


living an important factor in limiting the 
freedom of parents tochoosc adcsired family 
si/c? Is there a relationship between poverty 
and family sire? 

tiv) Will the developing countries be 
capable of improving the levels ol living lor 
their people with the current and anticipated 
level ol population growth? To what extent 
does rapid population increase make it more 
difllcult/casicr to provide essential social 
.services including housing, transport, sanita¬ 
tion and security'^ 

(v) To what extent is thegrowing afllucnce 
and the desire to grow lurther among the 
economically more developed nations an 
important factor preventing poor nations from 
accommodating their growing population'^ 
Is the relentless pursuit ol increasing af- 
nueiice among the rich an even more 
detriment.il force to rising living .standards 
among the poor than the absolute increa.se 
in then numbers (Todaro 19891'' 

With relereiicc to the above questions, it 
becomes e.ssential to analyse the population 
issue not simply in terms of numbers, or 
movement ol people, oi rates or densities, 
but as social trends which il lavourable and 
well-managed open a man’s options and 
enlarge his choices. 

In the subsequent part of the paper I coniend 
that population growth is not the only, or 
even the primary, .source ol low lesels ol 
living, eroding self-esteem and limited 
freedom in the less developed nations At 
best, rapid population growth in many 
countries and regions may appear to be .i 
serious intensificr or multiplier ol integral 
components of underdevelopment. The posi - 
non espoused in ihc essay csseni lully opposes 
the view expressed in 1968 by Robert 
McNamara who, on becoming president of 
the World Bank, called population growth 
the "greatest si ngic obstacle to economic and 
social advancement in most ol the societies 
of the developing world ”. This extreme 
version of population as a serious problem 
attempts to attribute almost all of the worUI’ ^ 
economic and social evils to excessive 
population growth. It is claimed to be the 
principal cause ol poverty, low levels ol 
living, malnutrition and ill-hcalih, 
environmental degradation, and a wide 
variety of other social problems. Inc'cndiary 


and value-laden words such asthc ‘population 
bomb' or ‘population explosion’ are often 
used, and dire predictions of food shortages 
and ecological disaster arc attributed almost 
entirely to the growth in world numbers. 

The essay is structured on three general 
lines ol argument which endeavour to 
establish ihc idea that rapid population growth 
in Itself is not a serious development problem 
as olicn mistakenly perceived by planners 
and policy analysts 

Tiir Ri-ai. Problkm 

(a) Problem of low levels of development is 
noi population per se hut other 
deierminaul\ of .sot iai change: 

The main thrust of thi.s premise is, if 
strategics that lead to improved standard of 
living arc promoted and pursued, population 
will cease to appear as detrimental. Thus, 
underdevelopment is the real problem and 
‘development’ should be the goal. 

Consequently, to achieve higher levels of 
living It IS important to raise the overall 
levels of economic growth -■ not only for 
private con.sumption but also lor improved 
public services. 

1'he links between population and 
economic growth, especially food 
produiiivity has lor long been the subject 
vil intense controversy, but writers such as 
Julian .Simon and Estei Bo.serii|i have asserted 
that population growth is beneficial, or even 
essential, to long-term economic growth. To 
illustrate this line of thinking . in Europe 
bclorc 18(X).' the living st.andards of the 
majority usually fell in penods ol population 
growth, but on the other hand large-scale 
po|iulation declines were also observed 
iluriiig (lenodsol iiiipioved living .standards. 
‘Phis pheiiiiinciion suggests that the 
priHluciivchniiisofculiivablelandh.id large¬ 
ly Kvnre.ii hedtihai population growth could 
be combined w ith improved living standards 
only 1 1 technology - lo produce more food, 
housing, goiHls ,ind .services Ironi the .same 
amount of land - .idvanccd; and that 
technology did not. as a rule, move fast 
enough to keep pace. 

TTic United Nations Food and Agnculturc 
Organisation 11985), had observed that 
between 1974 and 1983 per capita food 
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production in developing countries increased 
almost twice as rapidly its in developed 
countries. Thisoccurrenccrcl'uiedthe earlier 
unduly pc.ssimisiic position taken by the UN 
when It questioned the ability ol the less 
developed eountries to produce sullicicnt 
lood to keep pace with population growth 
Besides alTceting the availability of land 
and the amount ol labour expended on it. 
population si/e and growth also inlluencc 
Its productivity Although the c.«pansion of 
agricultural land in the developing countries 
h.is been a significant lactor in the growth 
of agricultural output, higher yield of crop 
output was the predominani factor, in this 
regard. Koscrup’s study (196.^) indicated 
that population growth and the pressure it 
exerts ate important stimuli for increasing 
agricullural yields. Furthei. a more recent 
stud) by Boscrup (1981) as stated by 
iiorlachcr and Mackcllar( 1988), points out 
that iKipiilation increase, which expands food 
requirements, also lends to produce increased 
lood supplies by bringing about a shift 
towards more intensive land use. The ‘green 
revolution' in Pakistan and in the north¬ 
western India arc remarkable examples of 
this sinking increase in agricultural output 
to meet the challenge of a rapidly growing 
population (Figure 2) by way of introduction 
ol improved high-yiclding variety ol seeds 
and superior methods of land use. 

Pakistan’s 'green revolution’ contiibutcd 
to other aspects of economic devciopmciii 
as well. First, the new technology not only 
produced a much litghei output |)cr man. but 
It also led to an incrca.se in employment in 
the agricultural sector The increase in 
employment took place because more land 
could be culliv.'ited and high-yielding seeds 
required more labour in preparing the seed 
beds, applying Icrtilisers and pe.sticides, 
weeding, harvesting and threshing. More 
labour was also needed because new 
techniques permitted multiple cropping as 
has been observed in the Indian .state ol Uitai 
Pradesh[Elkan 1971andAgarwal I985'9I|. 

Mclior and Johnston ( 1984) have projected 
that the rale ot growth of food production 
will continue to exceed the i.ileolpupiilaiion 
growth. This belief was largely based on the 
assumption that in many developing countries 
the infrastructural and other necessary 
requirements lor accelerated agricultural 
growth arc now in pl.ice, while populaium 
growth rate is likely to decline in luluic 
However, in many developing countries the 
task of meeting the nutritional requircinenis 
of a growing population will require <m 
incrcascinthcpopulalionsupportingc.ipacity 
of their agricultural land With regard to ibis, 
Wilkinson (I97JI argues; ‘‘Development is 
primanly the result ol attempts to increase 
the output from the environmcni rather than 
priKiuce a given output more clficiently ’‘ 
Therefore population si/.e - the quantitative 
dimension of biological man - and ns impact 


decide the amount of labour which is available 
and the quantity of food and other materials 
needed; it can almost be regarded as the most 
important determinant ofthc .scaled cultural 
operations which relates man to the 
production systems. 

Additionally, apart Irom having a 
quantitative impact on the agricultural social 
system, the si/e of the popul.iiion .ilso has 
a qualitative impact. The limitation on the 
supply of rc.sources can me;inlhat quantitative 
change necessitates uualilalivc change. The 
'carrying capacity' is a (unction ol the kind 
of productive technology which is used. 
Subsequently, to incrca.se the carrying/ 
supporting capacity ol any territory a new 
adaptive strategy based on new technology 
will need to be introduced, as has been noted 
inthc ‘green revolution’ in India.and Pakistan. 
Thus, on the whole it can be stated that much 
of the historical development of agricultural 
techniques the world over can be interpreted 
as a senes of attempts to increase the cany ing 
capacity ol available land area in response 
to population growth (Wilkinson I97t| 

Dl.SIR.SBI.l-. PlILNOSICNlIN 

(b) /'Of manv developing i oiiniriex and 

rej’ions population growth has heen and 

IS II desirable phenomenon: 

Recent economic-demographic SI mulatioii 
models tend to emphasise the role ol 
population growth as an incentive fur capital 
formation as compared to earlier models 


which laid stress on the negative impact of 
population growth on the capital- labour ratio. 
Nowadays, it is believed that by making 
labour more plentiful, population growth 
can raise the return on capital relative to the 
return on the real wage rate, thus encouraging 
capital formation. The incrca.sed ratcof return 
on capital resulting from population growth 
might also be expected to encourage direct 
foreign investment. This becomes obvious 
from the table showing the seven Asian 
countries pre.senlly enjoying the world’.s 
highest economic growth rales. 

Studying the total fertility rate (TFR) of 
these coiinlrics 25-30 years ago, wfiich was 
relatively quite high, and the simultaneous 
decline in the infant mortality rate (IMR) in 
(hc.se years, there must have been a substantial 
population increase in the young population 
ol these countries, now resulting in some 70 
per cent of the seven’s population being 
under 30 years. Moreover, as the TFR has 
declined in (he last 30 years, the child 
dependency ratio- has al.sodecreased, leaving 
a large section ofthc population in the labour 
force who arc highly productive as well as 
voracious consumers... leading to capital 
lorma'.ion and .setting the economy towards 
a boom The fact that population growth 
rates change slowly and their ellect on 
economic growth may take many years to 
become apparent, is also revealed in the 
table The relationship between population 
growth and per capita income growth 
involves both current and lagged components. 


Tabi.I: Dcmixikai'iik Dhaics and Econosik Pfrcormanck Ol- Si;vi s Asian Col'Nimrs 



Countries 

H K 

INI) 

MAL 

.S K 

•SIN 

TAI 

THA 

INDIA 

PGR 

2S-30 yrs 

26 

2 2 

2 9 

2 5 

24 

- 

1 1 

2 3 

PGR 

I.S.20 yrs 

22 

24 

2.3 

1 9 

1.5 


27 

2 3 

PGR 

MRE 

0 7 

1 8 

29 

1 0 

29 


0 6 

2.1 

CBR 

2.S-J0 yrs 

27 3 

42 7 

40 4 

35 

.10 7 


41 2 

44 8 

CHR 

I.S-20 yrs 

18 1 

.38 4 

32.1 

2S9 

17.7 


12 5 

37 5 

CBR 

MRE 

126 

25.7 

30 .3 

16 1 

17 .1 

- 

22 2 

.10 

TFR 

2S-M) yrs 

4.S 

5.5 

6 3 

4 9 

4.7 


6 3 

6 2 

TFR 

15-20 yrs 

2 .S 

5 01 

46 

.1.3 

2.1 


4 6 

5 1 

TFR 

MRE 

1 .S 

3.1 

3 8 

1 8 

2 


2 5 

.19 

CUR 

2.S-.J0 yrs 

5 7 

20 2 

11 6 

11 3 

S 5 

- 

10 

20 3 

CUR 

I.S-20 yrs 

4.9 

15.4 

8 5 

7.4 

5 1 

- 

8 1 

15 1 

CUR 

MRE 

5 5 

8 5 

5 1 

6.2 

5.2 

- 

7 

l(>6 

IMP. 

2.S-30 yrs 

27 

1276 

55.2 

62.2 

26 1 

- 

88 4 

150 

IMK 

15-20 yrs 

14.9 

108 6 

37 2 

19 8 

13.9 

- 

55 

110 

IMR 

MRE 

66 

61 2 

15 9 

17 1 

6.6 


27 2 

92 

GNP 

2.S-10 yrs 

620 

30 

.120 

1.30 

530 


140 

90 

GNP 

IS-20 yrs 

2180 

210 

820 

580 

25.50 

- 

160 

170 

GNP 

MRE 

11490 

570 

2320 

5400 

11160 

- 

1420 

1.50 


A (Per Cent) 

S 4 

6 4 

8 5 

7.5 

6 0 

6X 

86 

- 


BiPer Cent) 

IX 

14.3 

18 

II 4 

9 5 

92 

12.3 



Key MKI: Most Recent Estiinalu: HGK: Poputauon Gnmih Kale, iii Annual Pereenlage. 

t.'BR'Crude Birth Rale, per thousand (lopiilalion. TFR Tolal f-erliTuy Kale in hirlh.s 
per woman. CDR Crude Death Rale, per thousand (Ripulalion. IMR Inlani Morlalily 
Kaie. m thousand live births. GNP. PerCapita Gross Nalional Product iMKE = lUVO). 
in t.'.S $. A Giowlh Projected I'i97 GNP merexse. B- Export Projected l‘»U2 Gi.iwlh 
Cotiiiiriei H K. Hong Kong. IND' Indonesia. Mai Malaysia. .S K: Soulh Korea: SIN' Singapoiv. 
7AI Taiwan; THA. Thailand 

Souries Social hiJicatorx ol Development 1991-92 (published for the World Hank: John 
Hopkins Universiiy Press. Baliiiiiorei and Time Mngarine. .Sepieinbcr 14. |9V2 Ifriiin 
Pacd'ie Economic Co-operaiion Council. Populaliun Keferenee Hureau) 
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the potnita^oiti growth is fdlcct«A ih 
an increase in the current labour force, 
whereas comparatively a smaller rale of 
current population growth, consisting 
primarily of additional children, will add to 
the denominator ot pet capita income. 

Furthermore, there is usually a concern 
that the capital slock will not expand rapidly 
enough to absorb into the modem sector the 
increase in the labour force resulting from 
rapid population growth. In most developing 
countries, however, those who do not find 
employment in the modern .sector will find 
work in the other sectors rather than join the 
ranksof the unemployed. Thcinformal sector 
promotes skills that are a prerequisite lor 
advancing into modern sector employment, 
apart from being productive [Sinclair I97K, 
Horlachcr and viackcllar 1988). 

77ic price mechanisms by which population 
growth affects economic development arc 
highly complex. However, it can be reasoned 
that one of the routes is through their cflccls 
on savings and investment In poor countries, 
having additional chi Idren is a form of .saving 
in Itself; parents lorego present income in 
order to piovide lor their old age just as 
people in developed countries put money 
aside for ncnsions But as the need for extra 
children declines as an old age security, 
funds that were i(» be spent on children now 
become available as savings for other type 
of investment, thus .setting the ground for 
economic growth Thisisanotherillustration 
of population and income growth which 
involves hot h current and lagged components. 
It can also he .speculated that countries with 
a large young population such as India and 
other developing nations, a shift from a high- 
to a low-childbcuring pattern is usually one 
in which there are more young households 
saving for retirement relative to the number 
ol elderly households drawing down 
accumulated a.sseis [Mason I988|. 

Interestingly, a study by the National 
Academy of Sciences in 1986 pointed out 
that some invcsimcnts in land improvement 
may require a ceitain minimum population 
density before they can become profitable 
The same has been argued by some third 
world nco-Mnrxisi pro-natali.sis, that many 
rural regions in developing countries arc in 
reality underpopulated, in the sense that much 
unused but arable land could yield large 
increases in agricultural output if only more 
people were available to cultivate it. Many 
regions of tropical Africa and Latin America 
and even parts of Asia arc said to be in this 
situation. With respect to Africa, for example, 
some observers have noted that many regions 
had largci populations in the remote past 
than what exists today. Rural depopulation 
resulted nut only from the slave trade but 
also from compulsory military service, 
confinement to rc.scrvation.s and the forced 
labour policies of former colonial 
govemmenis. For example, in the 16th 


Ftcuiti' I! WmtoP^LATKm Growth av lit^im'' 



Figures arc based on Ihe latest projeetions. These arc rather higher than those projected until 
rccenlly. due to slowing down in the decline of fertility rates in a nuinbei ol counines. 


Population hy region, in billions 


Region 

1990 

202 s 

2I(K) 

Region 

1990 

202.S 

2100 

Afnia 

0 8 

1 6 

3 0 

North America 

0.3 

0 3 

0 3 

Asia 

Latin America 

3 1 

4 9 

8,3 

Europe and USSR 

0 8 

09 

0.8 

and Caiibbcan 

0 3 

0.8 

0 9 

Oceania 

0.03 

0 04 

0.04 


Annual growth rate as mcasuied in |U<)() and tune lor Ihe population to double 
Populjlion will double in .18 years | World 
l.tS yearq Developed countries 


years 


Developing eoiinlrie. 

24 years | Africa 


33 years 


Lalin Aiiieriea and Caribbean 


'IS, years North America 


I I.S yc . Ti^ r.urope and U.SSK 


S7 years | Oceania 
I Percent 


Annual 

growth 

_rale 

3 Per cent 


0 Per cent I Per cent 2 Per cent 

Sourte PtipuUiliim, Rrsourcea and Ihe hiiviri/nmeni. United Nations Population Fund. 1991 


century the Congo kingdom is said to have 
had a population of approximately two 
million. But by the time of the colonial 
conquest, which followed 300 years i >f slave 
trade, the population of the region had fallen 
to less than one-third of that figure. Today’s 
Zaire has barely caught up to the 16th century 
figure. Other regions of western and eastern 
Africa provide similar examples [Todaro 
1989]. Comparably, Pingali and Binswanger 
11987) attribute tlic failure of some large- 
scale irrigation schemes in sub-Saharan 
Africa to the sparscncss of the population 
and a corresponding lack of demand. 

With reference to Clark, Simon and 
Ebersiadt [Todaro 1989, chapter 6), a 


conventional argument is that population 
growth is an essential ingredient to stimulate 
economic development. Larger populations 
provide the needed consumer demand to 
generate favourable economies of scale in 
production, to lower production costs, and 
to provide a sufficient and low co.st labour 
supply to achieve higher output levels and 
larger markets, which should permit greater 
specialisation anddivision of labour, reduced 
cost per head of public goods of various 
kinds and reduced costs per head of 
transportation, commumcation networks, and 
other forms of social structure. 

Although the po.ssibilities ol beneficial 
effects of population growth through 
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economics of scale is generally 
acknowledged. Ihcrc is less agrccincm as lo 
where these economies are likely lo be found. 
For instance, in the U.S, rising population 
densities sliinulatcd the development of the 
transport system during the I9ihccniuiy An 
iinproscd tianspori system in turn gieatly 
raciliiaied the growth of agriculture by 
lowering tr.uispoii costs and by raising the 
larm-gate prices ol agricultural products, 
whereas the poienlial hciictils to he gained 
Irom higlici population densities was not 
lealised in rural Bangladesh, transpoii. 
maiketing and storage laciliiics. as well as 
cstensuin services, were all inadequate 
(World Bank 19841 In this conte.xl, the 
National AcaOcniy il'^HOSJi asserts that 
"inanulaciiiring economies o'' scale exist 
principally .ii ihe urban level and are 
exhausted at ,i moderate level ol city si/e”, 
while 'economies ol .scaleaieliKclytooccur 
in agriculture, espeii.illy by spreading the 
fixed cost ol ml raslruciurc <md icscarch over 
a large number ol people” 

In.solar as pu|uilaiion growth increases 
demand, it can loniiihuie lo the realisation 
ol economics ol sc.ilc This aigumeiH is 
tound to he tiue in the case ol the Biiiish 
Virgin Islands. In ihcsc isl.mds Horn 1980- 
91, the popiil.iiion giew ai an annu il rale of 
about 4 pet cent .md il the growth r.itc is 
allowed lo .oiiiinue unchecked, the 
population Would double csery 17.,^ years 
This incicasc m popul.iiion allecicd the 
economy posuisely as there was a 
consider.ibic inerc.ise iii woiking ago group 
primaniy due lo in-inigraiion. due to which 
remarkable economic progress has been 
realised GNP - .u l.icioi cost in constant 
prices - has grown lioni77 07 (I i.SS million) 
in I9h4 to 112 44 (U.S S million) in 1989. 
an inerca.se ol about 9 2 pci cent per annum, 
and per capita income has increased Irom 
about .S.8(K) lU.S S) in 1984 to about 7,I3() 
(US $) in 1989. an increase ol about 4.6 per 
cent per annum (Rritish Virgin Islands, 
Slaii.stical Abstract No .■<. I990J. Hence, it 
can be interred that population growth in 
conjunction with other socio-economic 
deierminanis provided the necessary sii nuilus 
for favour.ible economies of scale to occui 
III these islands 

Therclore, it makes sense when population 
Tivisionisl’. neoclassical economists ot the 
1980$ such as Julitin Simon and Nicholas 
Fbcrstadl argue, for instance, that a tree 
market will always adjust lo any exigency 
created by popu lat i on. For ex ample, scarcii les 
will diive up prices and signal the need lor 
new cost-saving production technologies 
Thus, free market and human ingenuity will 
solve any and all problems arising from 
population growth. This revisionist 
perspective is clearly in contrast with the 
liaditional ‘orthodox’ argument of the I950.S 
to I97()s that rapid population growth had 
serious economic consequences and if left 
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unchecked would slow down ccoiiomu 
development 

Foi’I'i.aiion A.MJ Nator \i Risoi’Kris 

of iropulalioii pn-ssure and 
ih-plftion at nalural rr\i>iirc(’s 

The environmental uimcnsion lo 
population IS flimly grounded in economics, 
among other laciors Behind ihcdcmugraphic 
issues of populaiion growth and us uneven 
disinbulion, fertility levels, age dependency 
ratios migration patterns and urbanisation, 
lies the pressing concern of economic 
advaiiccmcni and sustainable dcvciopmcni 
riierclorc, the search for sustainability 
necessitates that the population issue he 
.addressed within Ihe context of natural 
resource management (Figure .1). 

The concep( of 'carrying capaciiy' li.is 
often been usc*d as tin el fort lo build ;i bridge 
between the environment and population 
issues. To quote Kingsley Davis Il99l); 
'The general idea is that by analysts ol soil 


1976 


and other elements ol the environment, one 
can estimate how' m.iny people can be 
supported on a given tiinouiii ot l.md" Also, 
adelliiiiion by TNSrinivasan, "1110 maximum 
population ihai can he sustained mdctinitely 
init' the future", cited by Davis, provides a 
good basis lot lonIo^llng this point. 

Fust, why should the definition be pre- 
oc( iipicil only with Ihe 'maximum' 
population? Why not con.siderihe 'minimum' 
population us wcH'.' For instance, in the 
counties ot western Texas. US. there are not 
enough people to man the existing 
inirasiructurc The same individual may 
Ihcretorc have loocc'iipy more- than one post. 
Yet few would venture lo say that this 
population is loo small lobe 'sijstuiiicd'. An 
animal species runs the danger ot suffering 
extinction if its number lulls heluwacriticul 
lev cl. hut hardly anyone would reckon today 
that this could possibly be true of human 
species as well in eertain cireum.sianees. As 
a matter of tact, population in itself is rarely 
the problem. Its scarcity or density in a 
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region in retaiion lo rctiourucs mRkc people 
adjust their institutions and behaviour to the 
situation a.s elucidated suhseqently in two 
unlike conditions. 

The immediate cITcct of the increased 
resource demand resulting from population 
growth wouki be higher resource prices. In 
these circumstances, it would encourage the 
exploration of ecologically Iricndly sources 
of energy and stimulate research on 
alteiiuitive technology. There is evidence 
that the development ol renewable resources, 
such as commercial forests, had responded 
to price signals in a similar situation. Fun her. 
increasing natural resource prices and 
improving technology might lead to 
adaptation in instiiuiional arrangements, lor 
example, the conversion ofeommon properly 
re.sourccs to private property resources 
thereby promoting conservation and 
improved management (Horlacher and 
Mackeilar I9K81 With the help ol this 
argument can he dclendeil the remarkable 
successol village loresi proicciion c ommiiecs 
(FPCs) in Wesi Heiigal. India. In 1972. the 
forest department recognised its failures in 
reviving degraded sal lorests in the south 
western districts ol the state The tiaditional 
methiKlsof surveillance and policing had led 
to a complete alienation ol the [icople from 
the admimsiruiion The department c hanged 
Its strategy, m.iking a heginning in the Arahuri 
forest range of Mediiipur distiict Here, the 
villagers were involved in the protection ol 
1.272 ha of badly degraded sal loresis In 
reiurn lor iheir help in protection, ihey were 
employed inhoih silvicultural and harvesting 
operations, given 2S per ceni ol the linal 
harvest and allowed fuel, lood and toddei 
collection on |>ayinenlot anominul Ice. With 
the active pariicipalion ol the villagers, the 
sal loresis showed a remarkable recovery, 
and in b.irely lllvears.apreviously valueless 
patch w.is estimated to K' worth Ks 12.S 
erore |(iudgil and (iiiha 1992 26-29|. 

Addition.illv. consumers would he 
persuaded to ,idiusi lo less resource-intensive 
goods as natural resource prices increase and 
producers adopt less resource-intensive 
methods ol production Therefore, there arc 
rea.sons to believe that popul.ition pressure 
on .scarce natural resource.s. usually resulting 
from population density and growth, cun be 
an important decisive factor associated with 
natural resource development and 
management of an area. Unlike thcaihovc 
example. Australians and Canadians do nut 
lind Ihcirsparse populations toheanob.staclc 
to maintaining a high level ot living. Thus, 
the pre.scnee or absence ol pouhiiion is not 
the obvious problem. 

Second. Ilic 'carrying capacity’ .suppo.scdly 
rclcrsioihccomimidiitcs wholly or partially 
necc.s.sary lor the individuals to live, hut. 
from the context m which it is usually relcrred 
to one concludes ih.n the conintmlity really 
being considered is IihhI. For the very same 


logit. Davis (1991) has c.illed the usual 
'carrying capaciiy' rcsoning the ‘the bread 
alone lallacy’ The writiers on population 
issues concentrale on lood not only because 
It IS necessary tor existence, but it is 
intimaiely. continuously, and appetitively 
involved will) the individual organism. It is 
therelore viewed as a proxy lor population 
it.sell. Thus, to analyse why a given region 
IS populous, an observer may simply point 
out that the soil there is .singularly fenilc. 
(kinsegucntly. the special role ol knid in an 
individual's hie makes ii easy, m reu.soning 
about population and resources, to contuse 
a necessary cause (lood) with a sullicicnt 
one. 

Thein-buili loodhi.ism 'carrying capacity’ 
Icadstooiher disioi lions.is well, lorexampic, 
in unwairanted and largely iiiiconscious 
assumptions regarding the nature ol 
demographic changes. The biggest error of 
this kind is the tendency to .iiiiomatically 
con.sidcr mortality as the chief mechanism 
by which human numbers are adiusted to 
resources. As an illustration, il the discussion 
concerns contemporary sub-.Sahuran A frica, 
the usual reasoning lakes the following 
sequence; If the productionol foodinecntral 
Africa continues lo fall, the result will be 
more lamiiics. w bich will drive up the death 
rate and i hus slovc’ di iw n the rate of populal ion 
increase. I .itile account is taken of population 
being regulated by other im|)urtant factors 
such as migration oi tcnility. 

The fixation on food — the a.s.sumption 
that self-suflicicncv in food production 
IS desirable — gives rise lo another 
misiiiicrprelalion. Contrast this trend of 


thinking with actuality, where for good 
reason international trade in foodstuffs 
has been increasing .Since people must 
e.ii every day and since mo.st lood.stuffs 
are perishable or seasonal, international 
trade in lood m.iy have more advantage 
than It does in many other commodities. 
As a result, il a country has certain 
advantages in iion-loud trade, it can u.sc 
these I') buy food. Therefore, a policy of 
.scif-sulficicncy in lood makes no sense 
lor countries like T.iiwan, Japan, the US 
or any oiher country that has access to 
international trade The earth is to be 
perceived as one large trading system and 
so the 'carrying capacity' must refer not 
just to lood that could be grown within 
the aational borders, but to ihe total of 
what could be gained in all ways (Davis 
1991). 

Further, many times the idea of 'carrying 
capacity' is treated as a norm or optimum 
that should be sought. For instance, to 
admit that the world can .support .33 billion' 
people and not more is to imply that below 
that figure there would be enough to eat 
lor everyone, but above the mark of 33 
billion people would starve. Clearly, the 
underlying assumption is, as the increase 
in population reaches a high level, it 
automatically will stop it sell - primarily 
through diseases caused ma'niy by 
malnutrition. Hence, according to this 
idea, people arc perceived as automation.s 
passively waiting to be killed by their 
own reproductive success. Overlooked is 
the possibility that the increase in human 
numbers may be slopped by people 
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themselves at a point tar below the 
theoretical ‘carrying capacity’ not 
essentially because ol a scarcity of food 
and other requirements, hut for the love 
of the frills and foibles of advanced 
civilisation .ind a distaste lor the arduous 
tasks of bearing and rearing children. 

CoNClUSION 

it can be asserted that although in the 
l‘>80s income in countries whose 
population had grown more slowly in the 
1965-80 period grew 1.8 per cent taster 
than in countries with faster 1965-80 
population growth - unlike most .studies 
of developing countries in which no 
conncciion could be found between the 
growth rates ol population and of per 
capita incomes up to around 1975 - the 
statistical link is probably an expression 
of several factors (United Nations 
Population Fund I992|. 

Though the strength of the population 
factor can be judged by comparing it with 
the most obvious alicrnaiivc explanation 
for the slow income growth in the l9K0s. 
the high debt levels, no correlation could 
be Ipiind at all in the 82 countries between 
the debt levels in 1980 and the growth in 
incomes over the 1980s (UNPF 19921 
Consequently the explanation to ihe 
.statistical link has to be explored in other 
determinants One is the way in which 
rapid population growth commandeers a 
large share ol investment merely to 
maintain the .same amount of capital per 
person, leaving little left over to improve 
capital per person. However, more widely 
the link aliiiosi certainly expresses the 
impact ol oihei laclors that coniribule 
both to slower population growth and 
faster economii. growth, especially higher 
levels ol education .ind health in ihe 
workforce, ami increased access ol women 
to Ihe laboui market. 

To conclutle. lor any particular level ol 
population growth there is always a big 
gap between the best and worst economic 
pfrlorm.intc Good economic and trade 
policies can combat adverse circum¬ 
stances. where.is bad ones can fail even 
m lavourable situations F.vcnil the recent 
ligures on economic and population 
growth do suggest, at Ihe very le.isi. ihat 
rapid population growth since 1965 may 
have created problems foi economic 
development in Ihe moreditlicull climate 
of the I98()s. good management can 
diminish the population el led to a 
considerable extent and has the potential 
ofiranslormiiigthis impediment to growth 
into a boon {'onvcr.sely. a review ol 
Studies in this held allirms. where 
management w.is pool, rapid population 
growth has magnilied other dilficullics. 
Thus, the question to be addressed 


seriouiily is that of good or poor 
management of population and not of 
population per se. 

Notes 

1 The famous English monk Thoina.s Malihus 
.states (I) population is necessarily limited by 
the means of subsistence, and (2) population 
invariably increases whem ihc means of 
subsisienee inereuse. unless preventedby some 
very powerful and obvious cheeks 

2 One frcqucnily used index summarising an age 
disinhuiion i.s known as the dcpendcnc;' ratio 
Siriclly. ihis is (he ratio ol cconomic.illy active 

10 economically inactive persons in ihe 
(wpulalion. hill often, because of lack of data 
or dtITieullies m defining economic activity 
in many eouniries. i ratio of age group is used 
instead Then ihe ratio is 

Childrens Elderly 

IX-pendeniy Ratio --xKK) 

Working Ages 

Therclore. ralios using only ehildren. or only 
iheelderly in ihe nuiih'ralor. arc also soincliiiKs 
calculated Accordingly, il is relcrrcd lo as 
child dependency ratio' or old age 
dependency ralio' 

t The esiim.Ucd .11 billion human beings 
under siipulaleU condilions w.is the result 
ol a maior study of this type by FAO. 
UNFPA and IIA.SA The following 
quotations describe the procedure adopted' 
The study "combines a climalc map. with 
soil map and ihen divides Ihe study 
.'irea inio gluts of 11)0 sq kins each the 

11 most widely grown food imps were 
considered Three alicrnaiivc levels ol farm 
icehnolog) were postulated " Given these 
csiiiii.iies of polenlial production along 
with Ihe talone and protein requircinenls 
ol the hiiinan body as rceoinincnded by 
FAt i.ind Wllf) ihe invesligalors eoiiipuled 

Ine nijviinuni poputulion which can be 
supported" (Srinivasan IVXX 14-11. cited 
in Davis IU921 


The lindings were as follows 
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Liberalissition, tnnoValidik and Escorts 


Rajat Acharyya 


One peculiar aspect of India's lechnolof>tcul development is that whatever little ainovaiion has taken place has been 
minor innovation, including adaptation of process to indigenous raw materials, nistead of major innovations at the 
fumtiers of technology Can the present libeialisation efforts through successive reduction of tariff rates reverse the 
trend' If so. how much tariff cut is needed’' These issues are examined in this paper. 


1 

Introduction 

THli mlani industry argument that an 
industry with interior tir primitive 
technology may acquire the technical know¬ 
how over time through research and 
developmcni (KandD) and Icarning-hy- 
doing while oper.iiing behind the larilt-wall 
in the initial phases provoked many LlXTs 
U) adhere to an inward-looking protectionist 
regime iliinng their initial stages ol 
development. Critics have pointed oui that 
on the conii.iry, such an 'iniain indusiiy' 
will never come out ol its inlancy thereby 
belying the dynamic gains lo be had Irom 
such protection A debate h.is thus emerged 
over export promotion lor outward 
orieni.ilion) .md impoii subslitulion lot 
inwaid-looking siralegy) as me .ippropii.ile 
developmeni siraiegy for the I.DCs 
( ouiiiry experiences ate however, iu»i 
alike There are the insi.mcesol South Koiea 
and Tat wan who have (Ktlotmed better by 
adopting expoii piomolion strategies than 
the inward-lookmg countries I Halassa l‘)7S. 
1989) The staiisiical and empirical works 
on the lei.itiotisiiip between exports and 
growth also piovide some suppott lot the 
export prontotion hypothesis IT'eder 1983; 
Michaely. Papjgeiigiou and Choksi 1991, 
Tyler 19811' But on the other side ol the 
coin, expoil growth nad declined alter 
liberalisation lor ('olombia, Pakistan, Sii 
Lanka and Yugoslavia There are also the 
instances of Ghana. Tan/ania and the 
southern cone countries ol Latin Ameiica 
where outward-oriented strategy widened 
the trade gap rather than narrowing it down 
Actually stgnilicant export growth c;in 
hardly be achieved in the long run unless 
export promotion policies are also aimed at 
upgrading the quality ol the exports.- This 
quality factor alone might explain to a large 
extent the asymmetric export performances 
ol the outward-looking LDCs given the lact 
that the buyers in the indu.strialised countries 
arc quality-conscious and more .sensitive to 
quality aliei aiions than to price changes. P'or 
example, as pointed out by Chatterjee and 
Marjil (1992). according to World Bank 
estimates India's export growth is expected 
to be stimulated at a much lower rate 
compared to Hong Kong and South Korea 
it the developed countries dismantle all 
their trade restrictions (WDR 199()|. This 


can also be explained in terms ol poor 
quatiiv ol many Indian exports Entry ol 
Indian products in the w-cstern countries 
including the US are subject to meeting the 
ISO-9()()() quality standards. In addition, 
the US IS going lo impose a new set ol 
ISO-14000 environmental standards on 
Indian exports lore ingiheexporlcrs to adopt 
cleaner technologies’ lor manutacluring 
In lad. the quality problem is apparent m 
all (limcn.sions - Irom poor qualily ol 
produdiim to |ioor packaging and deliveiv 
The p.iekaging problem is so sciious that we 
lose loreign exchange worth ol Rs .S40c rote 
on an average every year due to rejections, 
spoil,igc and breakages arising Irom poor 
pack.iging. Engineering products arc the 
w'orsi sullerersol pinir pack aging accounlmg 
loi moie than 3.3 per ceni ol the loreign 
exchange loss, lollowed by garments .mil 
marine produds accounting lor 20 and 14 
percent ol ihelossesresfK'divel) In.idJiiion 
lo Ihc pool pai k.iging.ourexpoiters.ire.ilso 
ollcn nol veiy punctual in deliveiing the 
goiKis w Inc h seriously al leds repui.ilion .met 
liiiiire evpoii orders. Similar situation 
pievails in other lT)Cs as well wiili notable 
exceplions ot course Let us brielly review 
some ol the major Ihcorclical explanaiions 
ol sucliobservedpoorqualilyol many LDC- 
expoiis 

il 

Explanations of Qualily Problem 

'I ne major explanaiions ol the quality 
pronlem are put lorward in lerins ol 
‘inloimalionai exiernalily’ [Chiang and 
Vl.isson 1981 Donnenleldand Mayer I987|, 
high lost ol overcoming quality moral 
ha/ards through seller reputations lEsfah.im 
1991) and in terms ol negligible R and I) 
ellorts under a pioiectionisi regime'-'. The 
tnlormaiional externality argumcni runs as 
lollows l-'orcign buyers olicn have 
incomplete information about qu.ility ol 
pioitucis sold by an exporting linn 
Accordingly, average industry quality instead 
of individual ptoiJuci quality determines the 
price the buycis are willing to pay which 
leduces the inceniivcs for .in exporting tirm 
to produce socially optimum quality 
Esiahani (19911. on the other hand, 
.suggesis that the uncertainties in cost 
lunciions ol small producers may be an 
expLination ol the quality pu/z.lc' in Ihe 


seemingly competitive LDC-markets. Such 
uncertainties make sellers' cominilmcnt to 
uniformly high qualily very costly and 
therelore encourage quality variations. On 
the other hand, easy entry puts a pressure 
on quasi-rcnis and reduces Ihe benefits of 
coniinucd operation which are the main 
incentives for maintaining reputation. 

Another popiilarcxplanalion is put forward 
in terms ol proicelionisi trade and indu.stnal 
regime Protection typically leads to 
monopolisation ot the domestic market by 
a lew domcsile pmducers and Ihc con.scqucnt 
maiket structure may nol he conducive lo 
innovation In other woids. protection by 
ensiiiing high profits from sale of even poor 
quality goods reduces the incentives to 
ii;igrade quality through uncertain R and D 
and look lorward to export markets. 

A slightly dilfeient argument ItK'U.scson 
the X-elliciency aspect ol liberalisation. 
.Similar in spirit lo Ihe Schumpeterian 
liyjioihesis that "competition is nol 
necessarily conducive lo innovation”.* 
Rodrik 1 1992) argues that protection 
providing larger market share incrca.ses al 
the margin ihcinceniivcs lor cost-innovations 
and IS likely to spur technological efforts.* 
Suppose a domestic monopolisi having 
higher marginal cost invests in technology 
.iiid -overall tinkering' and only after a 
p.iiticul.ir point ol lime it fully catches up 
with the foreign lechnology. In such a 
case, liberalisation slows down Ihc pace 
III productivity increase and delays 
technology calch-iip since it shrinks Ihc 
domestic monopolist's sales and thus 
reduces the incentives to invest in tech¬ 
nology On the other hand, in case of 
domestic duopoly with Cournot behaviour 
there will be over-investment in tech¬ 
nology and "liberalisation will be mimical 
to technological |rcilorinance'' 

What emerges Irom Ihc analysis of 
Rodrik (1992) is that technology per- 
tormance and exports depend on the 
naluic’ and ‘iniensiiy’ ol compciition 
While It IS true that some market-power is 
a prciequi.sitc tor innovation and 
consequently liberalisation might adversely 
allecl pace ot Ihe innovation, too much 
market power may not be conducive lor 
innovation |[•renkcl 1971. White I974|,' 
On the other hand. Porter (1 WO) has found 
little empirical support that "domestic 
competition is wasteful as it leads to 
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duplicuiion ol cllorls and prevents firms 
from gaming eionomics ol scale" Coni- 
rarily. Ihe lew ‘national champions' with 
virtually unrivalled domestic positions arc 
observed to be uncompciili vc iniemationally 
though they .ire often heavily subsidised and 
protected ntiincstic rivarly creates pressure 
on firms to innovate and to sell abroad in 
order to grow (p 11‘>) With little domestic 
rivarly firms are more content to lely on the 
domestic imirket “ 

III 

Major vs Minor Innovation 

In the whole liieialuic. however, neither 
the lelationship neiween liberalisation and 
qualily-innoval ion has bs'eii eic.irly spelt out 
nor any attention h..s been paid to what 
guides liims to ihoose between the nature 
ol innovation, cost (minoi)-innovation or 
quality (majori-iniiovatioii, when hoth 
require investment in uiuertam R .iiul D 
projects For evainple, one peculiar asps-it 
ol India's teehiiologieal development is that 
whatever little innov.ilion has taken pi.ice 
has been 'minoi' innovation including 
adaptation ol pioeess to indigenous raw 
materials instead ol ma|or innov .iiions at the 
Irontiers ol technology IDesai I9M0. L.ill 
I989| '’Insiielu ircu.nsl.iiices.eaiilhepresent 
liber.ilisation elloris through successive 
reduction ol i.irill rales reverse the iieiid’ 
If so, how much tarill cut is needed ’ We 
now examine these issues in terms ol .1 
simplest |)ossible theoieiic.il Iramewoik 
Let there he two types ol good low- 
quality (L) and high-quality iHl While 
the domestic monopolist can produce the 
low-quality good at constant marginal cost 
iMC) and zero lixed cost. 11 does not have 
the technical know-how to pioduee the 
high-quality Onlv through sueeeessiiil 
R and D can ii pioduee that good Ihe 
trade regime is spec died as lollows I here 
IS an till viihiifiii larill on low-quality 
final gi'od, t. .IS well .is a very high duty 


on an imported input required to produce 
goods of both quality The imported input 
can he repl.ieed by an 1 ndigenoiis input which 
IS only a poor substitute and its marginal 
pioduetivity is so low that the MC of 
piodueing the low-quality final good using 
It IS very high, s.iy, e In c.isc the imported 
input IS allowed to be purchased duty Ircc. 
iheMl’ol producing Ihe low-quality is equal 
to ^ Hut. Ihe duty on the imported input 
makes the MC higher .ind suppose it exceeds 
e. Th.it IS. the duly on the imported input 
IS piohibitive This is die e.ise .is long as the 
liim sells Its output in the domestic market 
only But il it is j Kill per cent export 
oriented unit iF(JU). 1 e. sells the entire 
output in Ihe world market, the government 
pavs b.iek the whole duty on the imported 
input 

.Suppose, while Ihe world market lor the 
low quality is pericctly competitive with 
woild price, p* equal to y.. ih.it loi Ihe high- 
qu.iliiy good IS ini|H:rleellyconi(Klilive. Such 
an .issumption h.is two implications First is 
ih.ii the home lirm will have no incentive 
to export the low-quality good. 1 e. exports 
require qualily-innovaliun .Secondly, 
wiihoiit .iny i.irill proleelion Ihe domestic 
pioduciion ol low-quality good ceases 

Now. given the ad valorem I.irill on low- 
quality loreign good. Ihe domestic firm can 
charge .1 price equal to (I -i-i) , but no more 

than ih.il II such a price covers its MC ol 
producing the low-quality good by using the 
indigenous input, c. the lirm will produce 
and, given constant MC, supply the entire 
deni.ind .it that price Suppose Ihe demand 
lunciion IS Imc.ir. 

p^ = a - X, . >0 (1) 

where, p, is the i.inll-inclusive price of the 
low-quality good and x. is Ihe quantity 
dem.inded Since Ihe home firm essentially 
behaves like a ‘price taker', its production 
ol low-quality good will be. 

X| = a - (l-t-l) p|* (2) 


and eorresponding profil will be. 

It (c.i) = ((l+t)p*- cl |a - (l+l) p*J (3) 

Thus, the domestic firm will produce only 
If. 

c - p * 

1 > ' =1 (4) 

Pi* 

Now It can he easily verified that as the 
tariff rate is raised higher and higher 
above T home lirm’s profit increases at 
a decreasing rate reaching maximum at 1,^,, 
where t is such that. 

lit 

<l+UPi'== p,„ .(5) 

That IS. lor 1 > t , the home turn can earn 

— HI 

the monopoly profit by charging the 
monopoly price. p^__. Accordingly, domestic 
price, output and profit will remain invariant 
with respect tochange in the tan I f rate heyond 
t . In this set up. let us now examine the 
impact of liberalisation on cost and quality- 
innovation 

Consider lirsi ihc c.ise ol cost innovation. 
If such an innovation is successlul. Ihe 
home lirm can produce Ihc low-quality 
good at the lower cost, c. and earn a profit 
equal to ntt.t) On the other hand, in case 
ol unsuccesslul innovation the home lirm 
must be satisfied with Ihe prc-innovaiion 
lower profit (c.t) Suppose, this minor or cost 
innovation has a success rate equal to ‘q’ 
.ind that it requires a fixed investment. F. 
only Then relative prolit liom minor 
innovation is given as 

Rre (t) = q |n (t.i) - 7t (t\t)l - F (6) 

Now, given our assumption that 
RitlO) - F. and lor I > i. Rntt) > 0. 
where t is such ih.ii Rttii) = 0. In other 
words, to induce Ihc home firm to innovate 
around costs, there must be some degree ol 
protection and this vanes positively with 
fixed R and D cost. F , and inversely with 
Ihe success rale, q We. howcvci. assume 
values ol q and F_ be such th.ii t is very small. 

On the other hand, suppose maior or 
quality innovation has the same success 
rate, q, but requires greater fixed cost F^: 

F > F 17) 

II quality innovation is successlul. Ihe home 
firm can export Ihc liigh-qii.iliiy giHid and 
c.iin a profit cqu.It to. s.iv. n '' At this point 
we assume that the home liim scll.s Ihc high- 
quality good only in ihe world market so that 
It can produce Ihc good with Ihe help of 
duty-tree imported input On the other 
hand, when quality innBvaiion is 
unsuccessful Ihe home firm producc.s the 
low-quality good at the higher MC. c, 
using the indigenous input and earns 
it(c.t). Thus, the relative profit from major 
innovation and exports is given u.s: 

Rn (!) = q (n - R(c.t)l - F (8) 
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CIcarty. is a dccrcitsing i\inc(H>n <vf- 
thc lariff raic.*' Let, l he the rate for which 
Rn ,(l) = 0. Thcrelorc. if the tariff rate is too 
high, i c. I > I. domestic market becomes 
icluiively unprolilahic compared to export 
market and the home linn is uiiinnovaiivc 
.ind inw.ird-looking 

We are now in a position to examine the 
domeslic lirni s ihoicc between minor and 
major innov ai ion In this context we assume 
values ol the p.irameters be si.ih that f < f, 
otherwise the .iiialysis becomes insi.ii 
Siibli.icting (()! Iiom iK) we obt.iin 

R(t)sRrt (t)- Rn(i) = c||7t -m^.tll-F (V) 

where. F- = I- - F' 

*1 ' 

Now'. Rit (O) .s 0 ensures that RtO) > 0; 
It IS ,ilso evideiil lliat Rtt) tails with 
t’ Let. ^ be the i.ite lor which R(l) is 
zero In the accompanying ligiire wedraw 
ihe Rtt I cnise to illustrate the choice 
between mi nor.iiid m.ijor innovation The 
VU) curve represents the ‘gross’ piolit 
Irom major iiinos.ition rel.itive to minor 
innovation, i e, Vtt) = q|n - n(i;.l)|. 

Therelore wh.ii we observe is that the 
domestic III 111 will prelerqualily-innosation 
to cost-mnov.itioii .iiid consequently will 
look forward to tlie export market instead 
ol being lied to the protected home market 
only it the laiill late is lowered below i It 
the initial larill r.ite. I is greater Ihain. the 
requiredtiegiceol libeialisuion.t -t. v.iries 
■iiiiong others, inversely with F and q. and 
positivelv with On the other hand, lower 
IS 1 e. lower IS the MC ol piodiiction when 
the duty-tree imported input is used, and 
hence greater is irtt,.!) lor a given larill rate, 
smaller will he the value oft This nie.ins. 
nioreisthequality orprodutliviiy dilleience 
ol Ihe indigenous ,ind imported input and 
consequently greater is the "gam" Irom cost 
innovation, gieater will be the required dose 
ol liberalisation to induce the doiiiesiic 
monopolisi to innovate around product 
quality and become outward-oriented 'F'liis 
analysis then provides an explanation to the 
lindings ol Poiiert I WO) that innovation is 
likely to occui around selective lactor dis¬ 
advantage. 

IV 

Conclusion 

From the above analysis we ob.scrve.that 
liberalisation docs have a positive impact on 
the decision to export through quality 
innovation. All depends, however, on the 
nature and intensity of domestic rivalry, as 
well as on Ihe opportunities in the foreign 
markets. But. full liberalisation is not at all 
a necessary condition. The required degree 
ofliberalisation to induce the monopolist to 
innovate varies inversely with the level ol 
inve.stmcnl in cost-innovalion (FJ. and the 
success rale <q). and positively with (he level 


Of investment in quality innovsaioii fP^imd 
the gam from cost innovation. (C - y. 

Notes 

11 wish to (hank .Sugala Marjtl for his valued 
coiiiincnis and suggovlions on an earlier draft 
The usu.il disciainicT applies, however | 

I Hill regression analysis ofColonibaltot 1900) 
with a sample ol 47 LDCs m 1971. I97S 
and I OHS reveals lhal higher export growth 
rales ilo nol necessarily benefit eionoiiiic 
griiwih 

J Keicnlly governineni has decided lo set up 
an Inilia Brand Proinoiinn Fund lo promote 
Ihe image of India as a supplier ol quality 
goods and services wordwide as well as lo 
proles I Indian brands and disseminalc 
inlormuiion .about Ihem This may reduce 
qu.iliiy disloiuons und deviations arising out 
ol iidormaiion.il exlernalily’ 

^ Another explanation of observed low 
quality is in terms of income dispaiilies 
[see Gabszweii/ and Thisse 1979) 

4 All ihesecompciing theories h.ivcehallcnged 

llic Lonveniion.il \iew which focuses on 
factor endow mem and leehnological 
coiidilioiis IBalassa 19X0] 

5 The liier.iiuie idcniifies two hypotheses as 

.Sihiim|X.'lenan|Kamienand.Si'hwurl/ I9K2| 
III mmisalion and monoply power are 
posiine-relalod, lii) large linns are more 
iniio\.iii\e than smali firms 
o Analiern.ili\ecxpl.inalionoflheX-eHieieney 
hypothesis is lhal protection increases the 
rents lo the producers who then are inclined 
hns.irds less woik ellon and more leisure 
ihersto raising X-meflicieney Hulaspoinled 
out hy Coideii 11974) this will be ihe case 
only il Ihe laboui supply curve is backward 
bending 

7 Forcs.unple.ilisolienarguedlhai 'doinin.anl' 
firms i.in eonccnirale only on exploiting ihc 
neg.iiively sloped demand curve in the 
domeslic market, and can avoid exjiorling 
.IS II increases demand elaslieily since the 
firms essenlially become 'price lakers' 
IGlejser. J.iequcniin and Pent I9H0| 

8 Porter (l’J9()) cites ihe example ol 
nurnher 2 German eoinpelilor in pencils. 
.Slaedler. who eonccniraled very early on 
foreign markets because the imluslry 
Ic.ider. Faber Caslell. had a strong hold 
on Ihe domeslic inarkei 

9 Another Iculure ol India's leehnological 
dovelopiiK'nl is lhal Ihe inwaid-looking 
regime by proleeiing both eflic'icnl and 
ineiricicnt firms has led lo eoexislenee ol 
few linns lhal are innovauve and dynamic 
overseas with a mullitiide ol others lhal 
rarely innovate and are lied lo domeslic 
Miarkcl IBhagwuli and .Srinivjsan 1976. 
Kalrak 1990). 

10 To Minphly Ihc analysis we simply assuiiK' 

lhal the home linn can cam a posiiive profil 
by selling Ihe high quality good in ihe world 
market wiihoul going inio details ol it 

11 We niusi assume qlt^tg.) > F so ihat 

Rn (O) > 0. '' 
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DISCUSSION 

Once More to Feminiflcation of Theory 

Saraswati Haider 


THI.S piCLC IS an cxposii ion ol sonic Ihoujihis 
on Dipankai Gupta’s 'Fcniiniiication o( 
Theory’ (MarLh 25) ami the reply lo ii hy 
Malavika Kailekar (lunc 17) This is noi lo 
say that the other eominuniealiuns which 
httvc appeared in the i'PW do not demand 
lonsideralion [’or reasons which shall be 
cleat in the lollowing line-. I h.ive conliiied 
iny ai}:iimcni only to the two mentioned 
abo\e 

Gupta seems to he lirst of all trymj: lo 
dcmoiisitaielh.it post modernism and leminisi 
studies j.'cl tojieihcr and posnnodcrnisni has 
lound mcsi lertile ground in feminist studies 
aiiiont: all the social sciences. And.sctoiully, 
he seems to be try me tople.idiu ase lot those 
lost, mostly positiiodeiiiist males, who. 
Ihoupli e.ijter to be leminisl. Imd lhcms.jlves 
mar^m.iltsed by leinimst ac.idemiis lor, m 
making; the body the text, and mproi. laiming 
that It IS only women who c.in understand 
women, lemimsts condemn them to be 
aeitially ill-enui|)|H.'d lo study the lem.tic sex. 

In makiii)! Ins two .illenipis lirst ol ail. .is 
Malavika K.iilek.ir h.is iiehllv [loinled out. 
Gupta has not pmpomterl ihe lemimsts he 
IS t,liking about I'or. iintoilun.ilcly, or m.iy 
be lotiunalely, there is not just one gioiip 
ol lennnisis but soveial e.ich with Us own 
underpinnings ol iindersl.mding ol the 
wom.in question i.is it c.ime to be iailed m 
the Idth leniiiiyi In l.iii the attempt to 
appoitionme the ine.inmg to leniinism but 
the inahililv to eitlier arrixe at .1 lonsensus 
ol opinion on what lemimsm is or aicepi 
I ilelmitionts) th.ii etuild serve as a point ol 
itnilic iiion h.oe Iviome .1 rentr.il ptobloin 
within leniinoi disionise "Wilhoiil .leieed 
uelmiiiontsi we l.n k a sound loundaiion on 
which to lonsiiiK 1 iheoiy or engage mocet.ill 
meanmgUil pr.ixis” wntes Kell Hooks, the 
Hl.ick lemiiiisK log? h2) C'.irmcn Vasque/. 
expressing her Irusiraiions with the absence 
ol cle.ii deliniiions comments, "we can’t 
even .igiecon wh.ii a t-eminisi is. never mind 
wh.ii she would believe in .ind how- she 
defines the principles ih.ii consiuuie hoiioni 
.imong us In key with American capitalist 
obsession lor individualism .iiid .inyihing 
goes, so long as it gets you wh.ii vmi w.int. 
Feminism in Amcrtca has come to mean 
anything you like, honey There are so m.iny 
deliniiions ol tcminisms as there are 
lentinists. some of my sisters say with a 
chuckle i don’t think its lunny” |Vasque/ 
riXI III IVIm.ir writes in the same vein 
th.ii "the Iragmeniaiion ol contemporary 
lemitiism beats am|)le witness to the 
impossibility ol eonstiueiing modem 


lemimsm as a simple unity in the present, 
or arriving at a shared Icminist definition ol 
lemmism .Suchdillcringexplananonv,such 
a variety ol emphases m practical campaign, 
such widely varying interpretations ol their 
results have emerged that il now mtikes more 
sense to speak of a plurality ol leminisms 
ih.in ol one" (Delmar l9Kf>.9| 

Delmar. however, prolesses that tl is 
certainly possible to constiuci a b.isehne 
deliniiion ol lemimsm .ind Ihe leminisi. 
which can be shared by leinintsis and non- 
Icmmisis "Many would agree" she writes 
"that at the veiy least a fcmmist is .someone 
who holds ih.ii women sullerdiserimin.ilion 
bet aiise ol iheir sex, ih;it they have specilie 
needs which remain negated .ind unsalislied 
andth.it ihes.iiisl.iciionol their needs would 
require a r.idical change fsomc would s.iy 
a levolution. even) in the social, economic 
and politii .il order Hut, beyond this, things 
immedi.tiely become morecompliealcd",.ind 
th.ii "recently the dilleieni meanings ol 
lemimsm lor dillereni lemimsts h.ive 
manilesled themselves as a sort ol sclerosis 
ol their movement, segments ol which h.ive 
become sep.iraled Irom .ind hardened .igainsi 
each other Instead ol internal dialogue there 
IS a naming of Ihe parts, there are radical 
leminisis. soci.ilisi lemtnisis. Marxist 
Icinmisis. lesbian separatists women ol 
colour .iiid soon, each group with its own 
c.irelullv preserved sense ol identity Hach 
lor ilsell IS the only woilhwhile feminism, 
olheis .ire ignoied, except to be criticised" 
IDeIm.ir i‘)K6 K-')| Delni.ii however, 
misses n.immg libei.il leniinists. ciiltiii.il 
lemimsts .mil the third world lemimsts who 
.ire .ilso veil much pieseni on the scenario 
.■\ re.iding ol Karen Ollen’s p.iper ’Dclming 
I eininism A ('omp.iraiive Historical 
Appio.iclf gives .1 good idea ol Ihe eross- 
cullur.il.ie .Amerie.in.KrilishancHairo[K-an. 
development ol the concept ol feminism 
lOllen l'>‘>2| 

Ollenherscll proclaims "what is lemmism ' 
what IS a feminist ’ Across cultures ' These 
questions .ire r.nsed everyd.iy by aeiivisis in 
the eoniempor.iry women’s movement, by 
scholars in ihe presc and in intormal 
eonversaiion hveryone seems to have 
dll lerent answers .ind every answer is inlused 
with a politie.il ;ind emotional charge. The 
word ’feminism' continues to inspire 
coiiiroversy - indeed even lo invoke fear 
.imong a si/eabic portion ol the general 
public II words and the eoneepis they convey 
can be said lo be dangerous then ’IcininiMn' 
and ’feminist must be dangerous word.s. 


repre.scniing dangerous concepts. Despite 
Virginia Woolfs attempt some 50 years ago 
to 'kiir the word ’lemimsm’. it continues 
to be used. The eoneept il stands for clearly 
retains ’a three ol power’ ’’ 

Often coniinues. "Scholars who do claim 
a label of lemmism owe it lo ihc public and 
one another to respond to these quc.siions 
and to address the fear Ihul induces would- 
hc .supponers 10 disclaim this label even 
when they support what wc would consider 
leminisi goals. Toallow so many lo getaway 
by saying, ’I am not a leminisi but...’ seems 
highly prohicmalic in Ihc light ol current 
poliiieal necessities. To speak clfcctivcly. 
wc must am vc at some understanding of the 
term ‘feminism that wc can agree on. 
However. to be truly useful, such an 
understanding cannot be iicsiredexelusivcly 
Iroin eoniempor.iry Anglo-American culture 
Il should relleet the cumulative knowledge 
wc have acquired about the historical 
dcvelopmcni ol leminisin in other 
eomp.ir.ible cultures" I Ollcn IW2.691 Oficn 
then re-ex.imines and reeoneeplualiscs Ihe 
public uiidcrst.mdingolilH’word ’leminisn)’ 
b.ised on the history ol Ihe word and its 
eogn.iies and on evidence ol its u.se Irom 
comparative history ol England. Ameriea 
and Ihe European eounirtes By doing this 
she discovers that by 1900 a veritable 
taxonomy ol scll-desciibed or imputed 
lemmtsms had sprung into being, 'lamilial 
lemmisis’, ‘integral lemimsts’. ’Chrisiian 
Icminisls’. 'soei.llisl Icmimsls’. 'radical 
leimnisis’ and ‘malelemmisis’ amongoihcrs 
[Ollens 1992 7.^| She also diseoveis thal 
llieic are ■proio-leminisis’ and, nowadays, 
'lemimsts .inti lemimsm'. ’.inli leminisi 
leminism’ and posi-lcininisis’ jOllcn 
1992’72. 7.M 

Ollcn writes in .mother place that 
eontcmpor.iry seholtirsemploy both dualisiie 
and Iripartiic dtsiiiietions. Among the 
dualisiie disiinelions proposed in recent 
years are ‘old’ and ’new’ leminisms. 'social' 
and ’haid-eore’ leminisms, 'lust w.ive’ and 
’second wave’ leininism-s. ’el.issical’ and 
'inodern' leminisms. 'equal rights’ and 
‘Icmale superiority’ or ’equal .lulhoriiy’ 
leminisms. 'maximalist’ and ’minim.ilist’ 
leminisms. 'eongmenf and 'complementary' 
Icntinisms. and 'humanistic’ and 
’gynoecntrie’ leminisms Tripartitedi.stinci- 
lons include the ’cgalilarian', ’evangelieal’ 
and ‘socialist’ teminisins idcniitled in the 
recent British pa.st (that isKincc 1800) by 
socialist Olive Banks (19X1). Alison Jaggar 
and others identify a present day ‘.socialist 
Icmmist' category distinct and separate from 
Marxist feminism, about which a sizeable 
iitcrnturc has developed (Jaggar 198.11. To 
theseOlfens adds whai she calls ‘rclationar 
and ‘mdividualisi' feminisms [Offen 1992]. 
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Ohc must also note here that Black 
feminists and third world feminists, including 
those of India, con.sidcr themselves us a 
breed apart frt>ni the Anglo-American and 
European variety of feminists whom the 
foniicr consider imperialists, white and 
middle class thus having inicre.sts alien lo 
the black and third world Icminists engaged 
in struggles against race, class and colonial 
oppression in which they are united with 
their male counterparts. These leminists have 
agendas of their own 

Thus, within this mind-boggling variety 
of tcminisnis. which one does Gupta have 
in mind, who he thinks have been enthralled 
by post modernism, lor not all of them could 
suddenly have come together in .1 much 
longed for. but not achieved, unity, and 
found postmodernism to he their awaited 
pan.icea? Had this happened it would be a 
singular achievement lor it would have 
brought together the so far fragmented and 
disparatefemini.sis HuttodisappoiniGupta, 
that has not happened. It is only a small 
group of western leminisis. as Malavika 
Karlekar has pointed out. who arc applying 
the theories of ihe posimodernisis in their 
studies and where the west gcK*s. can India 
be lar behind. In India also there is only a 
handful of women academics who have 
turned to Irigarey. Lacan. Kri.stcva et al. 

Gupta's tracing ol the trajectory ot 
temimsm seems also not to conform to what 
one has read As far as our knowledge goes. 
It was the liberal feminists, whom Gupta 
does not mention at all. and who arc still 
very much present, that first ttwk to tiK 
courseof women's rights. By liberal feminists 
I mean those who are known as 'first wave 
feminists' or suffragettes whose movement 
formally .started at Seneca Falls in IS48. 
Marxist feminists came later on the scene 
primarily because, contrary to Gupta, 
embarrassingly fur Marxists, and especially 
Marxist feminists. Marx is supposed lo have 
totally ignored the presence of womankind 
in the reality that he was analysing. 

Writes Michele Barrett, a Marxist feminist. 
“On Ihe quc.siion of feminism, however, 
even the most committed Marxists now 
suspect that our idol has feet of clay. Many 
feminists, indeed, see this weakness as one 
which vitiates the whole of Marx's works. 
Cone are the days when 'the woman question' 
could be answered from the writings of 
Marx; his treatment of the issue is now 
widely regarded as scattered, scanty and 
unsatisfactory. The situation is scarcely 
improved by the tact that much of what is 
attributed to Marx, particularly in relation 
to a programme for the emancipation of 
women, was in fact the work of Engels. It 
IS not entirely clear how far Marx himself 
accepted arguments such us thoscevcntuully 
set tiul in Engels' The Orifiin of ihe Fwnilv. 
Private ProiMfrty and the Slate (1884)" 
(Barrett 1987: 44|. And again ‘In general 


(lie writing.s of Engels often read a.s i^re 
sympathetic lo what we now identify as 
teminism than docs the writings of Marx 
Engels appears to be more modern in his 
touch on these questions and one has less 
sense ot a Victorian patriarch worthily 
espousing doctrines that he believes correct 
rather ihan believes in. Random examples 
arc somewhat unfair, and can he misleading, 
but they illustrate the point. Engels can 
deride Duhring's solemn comment on the 
demand lor prosiiiuiion . nothing of the 
kind IS possible lor the women'. He simply 
rcmaiks that I would not care lor anything 
in the world to h.ive the thunks which might 
accrue 10 Herr Diihring Irom the women lor 
his coinplimcm' .ind wonders how Duhring 
has m.in.igcil to get by lor so long wiihoiii 
having heard ol men living on ‘petticoat 
pension . These sentiments would not 
disgr.icc a 'male Marxist in 1983, let alone 
in 1878 and they arc characteristic of Engels' 
sympathy with women. Although, no doubt. 
.1 thorough search would reveal many sexist 
remarks in Engels' correspondence and 
pri vatc p.ipcrs, one suspects that these would 
be little to match tho.se ‘howlers' that can 
he lound in Marx " 

Alison Jaggar. whom I quote at length, 
rather harshly pillories Marx and Marxists 
.She has much to say about Marxism and 
feminism About Marxism. Gupta says 
“gender consciousness and feminism, in Ihe 
generic sense, were not absent in Marxism, 
and indeed found iheiredge within the context 
tit its larger theoretical problematic" and 
.ibout which, and about who.se connection 
with feminism, an interesting article to read 
is Hicdt I Hartmann's ‘The Unhappy 
Marriage of Marxism and Feminism: 
Towards a More Progressive Union’ (1981). 

Jaggar writes. “Marxist theory was not 
designed primarily lo provide an account of 
woman's nature and woman’s oppression. 
What Marxism has to .say about women is 
peripheral to the central claims of the theory, 
so that Marxist rctleciions on women’s 
situation could he dropped entirely without 
changing Ihe system in any substantial way. 
Instead Marxism was designed to explain 
how a minority of individuals is able lo 
control the lives of the majority becau.se of 
their control over the productive resources 
ot a sociciy. In order to explain this Marxists 
have recourse to their theory ol cla.s.s, a 
theory which has been enormously successlul 
indeed in providing a uniticd explanation ot 
many historical phenomena and much of the 
direction of hi.siorical change. In analysing 
contemporary society, we have seen that 
traditional Marxism (Jaggar calls another 
variety of feminists who arc also Marxists 
but who have tried lo eouple together the 
Marxist Ihoughiful insights with the imsights 
of the radical feminists. stKiali.st Icminists. 
as distinct from what she calls traditional 
Marxism) locuscs on human beings in 



rdaiion tocomtnbdiHy prodtfction and in this 
relation, of course, people appear only as 
members of classes such iis bourgeoisie or 
the pent btiurgeoisie. They arc seen as having 
neither sex nor gender. Thus women in the 
market arc viewed simply as workers rather 
lhan ns women workers." 

Jaggar continues, “while women in Ihe 
market are invisible to Marxist political 
economy, women in the home arc virtually 
Ignored. Verbal acknowledgement is given 
to Ihe necessity of priwrcalivc labour, but 
this long and complex process receives no 
thcorciicjl altcntion. Marxist political 
economy assumes that, as Sartre puts it, an 
individual is born at the lime of applying 
lor 'his' first paid job. Women’s procreative 
labour is not part of commodity production, 
that IS. It IS not part of the mode of prtxiuction 
that defines capitalist siK-iety. Con.scquently, 
women who work at home do not have an 
independent place within a Marxist analysis 
ot capitalism, they lake their class position 
from that of their husbands and I alhers (often, 
indeed, women's class position is a.ssumed 
to be identical with that of their husbands 
and fathers even when they do work in 
commodity production. The result is an 
essentially gender-blind picture of social 
reality)" 

".Social reality ". writes laggar.“ol course, 
IS not at all gender blind and on a personal 
level nil political theorists arc aware of this. 
Even on a theoretical level. Marx and Engels 
not only acknowledge the necessity of 
prtK'rcativc labour but make a tremendous 
contribution in pointing out that women's 
subordination is not 'natural', that women 
arc indeed oppressed. But the remarkable 
success of their theory of class has led 
Marxi.sts to assume that this concept of class 
IS the master key to unlocking the .secret of 
all domination. They assume that the most 
.significant Icaturc of contemporary society 
is Its division into cla.s.scs; that all history 
is Ihe history of class struggle. They a.ssumc 
that, as Engels states, class has replaced 
kinship as the major organising principle of 
society. Consequently, they believe that class 
is what counts in the life of an individual, 
gender contl ict is only apparent: cla.ss conllict 
is real. Thus while traditional Marxists 
recognise that there is indeed a 'woman 
question', they interpret this question as 
asking how women lit into the capitalist 
sy.stcm of production." 

To continue. Jaggar proclaims. “The 
trtulitional Marxist way of lormulating the 
'woman question' assumes that women arc 
oppressed principally as a result ot their 
exclusion Irom public production In 
contemporary times, this exclusion is 
disappearing; yet it is tar from clear that 
women’s oppression is diminishing. 
Feminists argue that many manitcstaiions of 
women's oppression arc not c.ipiiired in the 
categories of Marxist political economy. 
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Women share common experiences of 
oppression, which, though they may be 
mediated by class, lacc and ethnicity, 
nevertheic.sscutacrossclassimes All women 
arc liable to rape, to physical abuse from 
men in the home, and to sexual objectilication 
and sexual harassment: all women arc 
primarily responsible for housework, while 
all women who have children arc held 
pnmarily responsible lor the care of those 
children, and virtually all women who woik 
in the market work in .sex-subjugated jobs 
In all cla.sses, women have less money, power 
and leisure time than men " 

Jaggar goes on to opine "Marxism’s failure 
to provide an adcijuate historical account ol 
the sexual division ol labour is more than 
just an omission Irom the theory It is an 
omission that works systematically toobscurc 
women's oppression Within the conceptual 
framework o' traditional Marxism, some 
questions cannot bi> raised. For instance, 
there seems to be no specillcally Marxist 
Way of raising the question ‘why it is men 
who routinely bc.il amt rape women, rather 
than vice versa. Again, given the Marxist 
conception ol class, u makes no sense to ask 
whether wonicn might occ-py a special class 
position ' 

"Women m the market shaie ihc cl.iss ol 
their male co-workers and women ouisidc 
the market arc in their own right, outside 
the class system altogether Finally, given 
the Marxist conception ol piocreaiion a^ a 
prcK'css that is relatively fixed by biology. 
It makes no sense to raise political questions 
about what is done in this process and how 
It IS done, .ihotii who does Ihc work and who 
makes the decisions, or about how the 
organisation ol procreation might he 
improved or made more democratic From 
the point ol view ol MarxisI poliiical 
economy, men have no special privileges 
and there arc no special needs and interests 
that are shared by women and which are in 
opposition to the interests ol men. The only 
exception is women’s exclusion from so- 
called public production and that is only 
arguably in the interests ol men and is, in 
any case, rapidly disappearing " 

Jaggar then proclaims that "By discussing 
women’s oppression. Marxist theory 
provides a rationale for its perpetuation. The 
biological conception of procreation legiti¬ 
mates women’s continuing responsibility 
for procreative labour This responsibility in 
turn hinders women s lull participation in 
non-pnxluctive labour and legitimates sex- 
regulation m that sphere At the same nine 
the biological conception ol procreation leads 
to the devaluation of procreative labour; 
women’s work may be socially necessary 
but It IS not fully historical and hence not 
fully human work Similarly, the biologisiic 
assumptionol hciero-sexuality together w ith 
the view th.it men's sex drive is biologic.illy 
dclerminedlobe siiongerlh,in lli,il ot wiimen. 


lcgitimate.s sexual harassmenf and rape. 
Taken togctherbiologislicassumptionsabout 
procreation legitimate Marxism's focus on 
the "masculine sphere’ of commodity 
production as the mam stage of history and 
its emphasis on class as the fundamental 
.social division. They obscure the special 
oppression of women and so legitimate the 
view that any conllicl of interests between 
the sexes is apparent rather than real. 
Women’s struggle again.st ihcir opprc.ssion 
IS iiscit delegiiimaied " 

Jaggar goes so l.ir as to say that "The 
apparent gender-blindness ol Marxist 
categories is in reality a gender bias... gender 
IS a constitutive structure ol contemporary 
human society By concealing this. Marxist 
thcoiy mystifies social reality and legitimates 
the continued oppression of women Insotar 
as II IS this. It IS another ideology of male 
domination ’’ 

Jaggar concludes that "Just as traditional 
Marxist categories of social analysis are 
apparently gender-blind, so loo is the 
traditional Marxist account ol human nature 
on which they are ba.scd One writer sialcs 
that Marxism presents us with a conception 
ol human nature that is essentially of 
’abstract, genderless individuals’. The 
gender blindness ol the traditional Marxist 
account ot human nature, however, like the 
gender blindiiessol Marxist siHiial categories 
IS apparcnl rather than real In lact, it is not 
a concepiiori of humans as genderless, but 
rather a conception ol humans as male, and 
one might add, as permanently adult. 
According to the Marxist conception ol 
human nature, human beings create 
themselves and their world by labouring to 
transform nature to satisfy their needs 
Although this account is apparently gender- 
neutral. Marxists in fact have interpreted 
’labour’ to mean primarily the production 
and exchange of objects the kind of work 
that they associate with men As I have 
argued, they exclude much ofwomen’s work, 
and especially, procreative work Irom the 
category of labour and construe it more as 
biological process. The tradilional Marxist 
account ot human nature is in lact 
andriKcntric and constitutes the conceptual 
basis lor a political theory that is profoundly 
gendcr-biascd". [Jaggar 1983; ’77-791 

In view of Ihc above expostulations of 
Barrett and Jaggar, Gupta’s claim that 
"gender consciousness and feminism, in the 
generic sense, were not absent in Marxism, 
and would find their edge within the context 
of Its larger theoretical problematic" based 
on a lew lines Irom The German hleolofiv 
ends up with a big question mark pul in front 
of It 

Gupta again lumbles when he includes 
.Simone de Beauvoir within iIk; coterie of 
Marxists when Simone de Beauvoir and 
Sartre, one thinks, were always basically 
exisiemialists '.ulopimg only some bits of 


Marxist theory to flti in the in their 
existentialist intellectual baggage. But, they 
can certainly not be dubbed Marxists. 

When writing about radical feminists, 
whom Gupta calls "male bashers", he again 
drops some bricks. He professes "After 
males were castrated what were the women 
to do: become men themselves’^ This was 
the only viable option which led women to 
smoke, drink, frequent strip clubs, and in 
some cases, .shun men altogether" If the 
only viable activist option open to women 
was to become men ihem.selves. how docs 
’’shunning men altogether" fit into* this 
option’.' In actual lad it was the radical 
feminists, as one has been told, who did not 
want to become like men. They, in lact. 
dcilied womanly .iltributes The analysis ol 
r.idical feminists has pointed out that there 
was a need felt among them to emerge from 
the cage of lorced motherhood and sexual 
slavery which the radical feminists 
considered the main causes of women’s 
oppression. The immediate goal ol radical 
feminist politics, one believes, was lor 
women to regain control over iheir own 
bodies In the long run radical Icminists 
sought to build a wom.in culture, a new 
society inlormed by the ladical feminist 
values of wholeness, irusi .md niiriuranec, 
ot sensuality, joy and wildness In order to 
create such a society, oidical teminists tried 
to prepare themselves. They needed a 
womanp.ice, a space I rcc Irom male inlmsion. 
In this space women could nurture each 
other and themselves They could begin to 
practise their own values and become clearer 
about them by doing so. They could develop 
Ihc skills and the strengths forbidden to 
women under palri.irehy. They could begin 
to lay the Inundations on which the woman 
culture would be built [Jaggar 1983.2701. 

Many teminists, some quoted in this write¬ 
up in the beginning, in all probability, 
conditioned by the male need lor domination 
and disinclination to exist with plurality, 
led perturbed at the prolusion of feminisms 
and feminists but it is tell ih.it instead ot 
being an unhealthy sign and anarchic, 
pluralism demonstrates a basic fact about 
any stKial reality or the ctnnpleie or lull 
perception ol phenomenal truth Reality and 
truth arc muliilaceied. but more important, 
multivisional. They alter, change, taken on 
new nuances and new shapes Inim different 
standpoints But each of the truth-views 
and reality-views Irom varied standpoints 
contain within it some clement ol truth, 
some perception ol reality. an(|js therefore 
valid from the particular perspective Irom 
which It is ga/ed at. Reality and truth cannot 
be captured in totality by one single gaxc. 
They arc tt»t polychromic to be revealed in 
loin to any one individual. Therefore, the 
fact that a social reality like women's 
opprc.ssion givc.s rise to a myriad of 
perceptions, multiple viewpoints, hence 



iMvenii tonisms; seWsral rcitiinists shtwilU 
not be surprising nor discomrorling. Every 
reality is hound lo have a plurality of 
dimensions and women’s oppression is hut 
one such realiiy. What is discomloriing, 
howfc ver. and should be l nken as not a healthy 
sign. IS the rigidiiy that the advocates ol each 
type ol leminism. again in all probability, 
conditioned b> the male penchant for 
individuation and subjugating, have 
developed insic.id ol realising the laci that 
a multidimensional quality of the 
phenomenon ol iheir inieresi is in keeping 
with an imrinsic quality lo be found in any 
phenomenon, .md initialing a dialogue 
bciween Iheir. ai present. Iragmenied selves, 
to <irrive at a consensus and lo accept the 
polychromic diversity oi the reality that they 
are trying lo expose, and lind an explanation 
lor. and with Iheir individual bits of insights 
ihiegrate and try to build up ihc reality in 
a lullcr form To do so they have to respect 
each other’s viewpoints ami learn to exist 
within plurality and diversity and not try to 
outsmart e.ich oilier and attempt to proclaim 
one view as supreme. They must, however, 
still be aware ol the fact that the attainment 
ol an ultimate and final truth, meaning or 
cxplanalion of a reality is but a mirage and 
this is noi onl> true about feminism hut 
about any social reality The debate with the 
ghost ol Marx still goes on. If postmodernisis' 
mean all this hv disclaiming truth, as Gupia 
claims ihey do. then they certainly have 
something meaninglul to say and we must 
at lord their viewpoint its due validity 
At one point Gupta writes, and I quote at 
length, "unlike economics, or history, or 
political science whose field can be 
obicitilied. in scK'iology. it is up to the 
scholar concerned lo come up with a research 
agenda which is above Ihc level of interesting 
gossip or privatised obsesston/version. For. 
m the ultimate analysis, a discipline cun 
perpetuate itself as one only if the 
practitioners can rise above pure subjectivity. 

It is only then that the minimum conditions 
of arriving at consensus arc present, whether 
or not the consensus is actually arrived at. 

In the same sense then a tendency that 
privatises an object of analysis can only do 
so on pain of undermining disciplinary 
specifics. No matter htiw attractive it might 
appear to knock down disciplines, the truth 
IS that ohjective consensus canmii be arrived 
at without disciplinary goals. 

■’ll! iny view this is why theories arc 
important, too. Theories force the .subjective 
to come out in the open and communicate 
with others in a situation of simiilalcd 
objectivity. Simulated because nothing is 
objective in the ub.soluic sense of the term 
but it is still possible loagra'on the legitimacy 
ol certain kinds of tacts which arc above ihif 
strictly personal and thus can be obtained 
without recourse to poetry, melaphoror trope. 
This is also why theories .set out in advance 
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of facts necessary IW their domonsication. 
But no theory lives in tis own worid but has 
to contest with other theories. If this contest 
is held in terms of incommcnsurabicqualilics 
then no advance, no communication, and no 
consensus can ever be conceived. A theory 
IS a theory because it is open to other theories, 
and. tlrjuri', willing to retreat if Ihc agreed 
upon order of tacts arc openly ho.slilc to it." 

Gupta’s abtivc passages have a disturbing 
ring of dogma lo them. They seem to leave 
no scope lor cnicnaining any other point ol 
view, i'his IS the tinal word and lhals it. The 
two pas.sagcs sm.ick ol authoritarianism. 
For. arc the rules of any discipline once 
laid down sacrosanct for ever? Can the 
rules of scientific endeavour be so rigid 
that they cannot he changed if found to be 
a hindrance in a more authentic collection 
and prc.scntation of facts'.’ Gupta’s above 
discourse displays a marked tendency 
towards ossification and inllexibilily, not 
healthy, one feels, for a dynamic, spirited, 
iiiiiovaiivc. alive, ever-lrulh-seeking social 
science His discourse is very distinctly cast 
in a male world where military action words 
.md words symbolising competition, a 
disiinctivcleaiiireofthecapiialisipairiarch.il 
order, abound Thus, we have contests, 
advance, rctrcal, hostility, without doubt 
symbols ol a male supremacist lingo. The 
two passages leave an uncomfortable leelmg 
that It IS not consensus that is being sought 
but a baltlc of theories being fought. 

I have quoted Gupta at length here to al.so 
bring out the fact how hopelessly contused 
he IS where concepts ol subjectivity and 
objectivity in .scientific endeavour are 
concerned. How does a practitioner know 
what IS pure subjectivity, less .subjectivity, 
high subjectivity, etc. Is there an objective 
barometer within his or her system which 
indicates to him the degree of his/her 
subjectivity that is involved. If one is able 
to know what degree of .subjectivity is 
involved in one’s endeavour one cannot but 
know this only subjectively. .Subjectivity is 
a slate which is clusively unknowable and 
unpredictable for it is not only present in 
one’s conscious being but one’s unknown 
unconscious as well. It is indeed difficult lo 
wrench out subjectivity from one’s system 
as Gupta himself realises and says “nothing 
IS tibjectivc m the absolute sense ol the 
term". It is not easy to run away from one’s 
subjectivity, which is such an integral part 
of ourselves and pervades all our actions, 
e ven 1 hose I n vol ved I n the much-bcing-made- 
of Gupta's disciplinary grid if not 
consciou.sly, then unconsciously. It is 
omnipresent in the way we formulate our 
hypotheses: the way we collect our data: Ihc 
way we explain data, build our theories and 
in the way we present our findings. No 
matter how much wc may wUh it one has 
to realise that there is no escape from one’s 
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tubjectiviiy. The'^oTihedisciplinatygrid 
seems to be jukt a formal ritual played ouf 
in a forcefully imposed so-called scientific 
academic pixKCdute which all social .scientists 
have been made duty bound to follow like 
a dictum but which in no way lessens the 
involvement of their subjectivity in their 
chosen pursuit. An adherence to the 
disciplinary grid in no way assures the 
saniiisingof asocial scientist's investigation 
from subjectivity which is highly tenacious 
and has a knack of ctopping up at Ihc most 
odd and unknowable of occasions without 
Its owner being aware of it. 

For Gupia lo proclaim with such 
unshakcabic certainty about a most 
chimerical phenomenon that objective 
consensus cannot be arrived at without a 
disciplinary grid particularly Ihcorclicat 
formulations, is an assumption only being 
claimed as truth perhaps without going in- 
dcpih into the matter The stress on objectivity 
has been made into a fetish and is, in all 
probability, a hangover from the days when 
socmI science was trying to emulate natural 
.sciences In spite ol ilic positivist approach 
horse being Hogged umpteen times, the 
hangover persists. One has to repeat again 
and again that in siK'tal .sciences it .seems to 
be lairly obvious ih.it there can never be any 
objectivity even it we try to simulate it and 
simulating IS another of those .self-deceiving 
acts which social scientists seem to go through 
without any purpose being served. 

One does not know why these adherents 
of objectivity cannot by now have got wise 
to the fact that forced creation ol objectivity 
by a social scientist afso involves his or her 
subjectivity. He or she creates objectivity 
subjectively. The act of simulation of 
objectivity, which Gupta talks about, can but 
end up distorting the subjective but rich 
experience of reality that the social scientist 
may have gone through. Here simulating 
objectivity is like playing a game at the cost 
of sincere, honest, feclingful presentation of 
data in the very subjective and personal way 
the social scientist must have collected it. 
For. as far as one’s experience goes it seems 
that authentic, revealing, flesh and blood 
data is perhaps only obtainable when one 
is intimately, subjectively and personally 
involved with one's subjects. When one 
docs not go to them like an inquisiiiuner or 
an aloof, alien outsider but tries to become 
a part of their life within one's limitations. 

But to come back to simulating 
objectivity - this again looks tike the 
brainchild of the male species with their 
emphasis and inordinate valori.salion of 
reason over emotions and hence objectivity 
over subjectivity. Theory building and use 
of disciplinary grids, even though they 
obviously cannot immunise one from 
subjectivity, seem to he games that male 
social scientists play to conform to their 
belief in deified reason and their denigration 
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of cmiMinn which is considered to he an 
element of subjectivity and hence needs to 
be curbed. And why can consensus be arrived 
at only thiough a sell-deceptive simulated 
ohjeeltviiy? Why cannot consensus also he 
arrived at when data are presented 
suhjcclivcly? If posimudcrnisiseall Gupta's 
concept of theories ticMons and are irreverent 
to his rigid disciplinary grid, as Gupta claims 
they are. then again post-modernists are 
perhaps only pointing out a truism, however 
much u hitter pill it may be lor malestream 
stK'ial scicntisis lo swallow. 

Gupta in his paper also makes a highly 
unsuhsiantialcd charge that lemintst 
scholarship typically ignores those areas 
where women imertace with men. This is 
Just not correci as Malavika Karlekar h.is 
pointed out hv lurntshing titles ol papers 
published in .Vig/M. which journal Gupta in 
his paper has proclaimed as happy hunting 
ground ol posimodernist leininisl academics. 
Karickar's point can be further corroborated 
by a glance through the contents of another 
feminist journal. Revu-w, and by 

a look at the scores and scores ol hooks 
being published ahioaU and in liuiia within 
the orbit o' •.‘at arc k^’-'wii .is women's 
.studies which one hojies will bring home to 
Gupia that the ■■conlidcni women" as he 
calls the non-posimodcrnisi feminist .social 
scientists, seem to be far outnumbering the 
postmodernism bitten "chained leminist 
sorority". This is. howe''er. not to say that 
the views and studies ot postmodernist 
femini.sts have no validity. 

Coming to the subject of inlcrsubjecli vity 
which i think Gupta brings up to plead the 
ca.se of those male feminists who, according 
to him, are dissuaded trom studying the 
women's situation on the ground that they 
lack the .sensitivity that women po.s.scss and 
that only women can understand women. 

Intersubjectivity is, of course, a must for 
arriving at consensus and even il one docs 
not feel .so convinced about the objectivity 
of the simulated type Gupta seems to insist 
upon, subjective academic tindings should 
also most definitely allow scope tor 
intersubjectivity but where men and women 
arc concerned the matter becomes tricky. It 
IS a tact that men have shown and pertiaps 
continue to show a singular in.scnsitivny and 
lack of understanding of female sensibilities. 
They have, in tact, in the sciences totally 
invisibilised women This, one feels, is 
because for centuries now women have been 
kept submerged in the 'culture of silence'; 
they have been muted: their experiences 
have remained unarticulated leading to the 
lack of undersi.inding ol their being by men 
who did not leel Ihe necessity to .icquire 
such an understanding and surprisingly 
neilher did many women either In such a 
situation men will have lo allow women to 
give voice to their pent up emotions, teelmgs. 
desires, hurts, .iconics, sultcrings .ind 




aspimtions, if in fheir iritimidnted sifuiatifiiv 
they could develop any. now. that Ihtiiugh 
women's studies, they have a chance to do 
so Men will have lo. for the time being, 
learn paitcnily to listen, lor. listening is a 
very important adjunct to successful 
intercommunication. But male Icminists. 
ol course, cannot go on forever listening. 
They certainly should study women and 
women's .studies can only be enriched by 
the contributions to them made by male 
leminisis. For the time being, perh.ips. 
one important contribution that male 
Icminists can make is to study their own 
sex i7i-</-cM'their relationship with women 
Masculinity within patnarchy needs to be 
studied as much as temininity. Rut as 
Malavika Karick.ir asks, where arc these 
male leminists'' Gupta has rai.sed aloli the 
hanner for a tribe that dws not .seem to exist 
or exists in such a minuscule number as to 
beequ.ilto not existing at all. Perhaps. Gupta 
has raised the banner alolt for himsell? 
However, so much for Dipankar Gupta's 
paper 

Coming to Malavika Karickar's reply lo 
Gupta's paper, one lecis she is at too great 
pains lo establish that leminisi academics 
are very much wiihin Gupia's theory and 
disciplinary grid .syndrome What has been 
said about subjectivity and objectivity 
earlier in this piece can be repealed tor 
Karlekar kki. Karlekar now. with all her 
experience must, most surely, have realised 
that women arc indeed dilfcrent Irom men. 
They leel differently about .situations, react 
diltercnily. speak differently, relate 
dilfercnily to people and so on. They may 
be diltcrcni because they have been an 
oppressed and marginalised group and arc 
.socialised as discriminated beings within a 
patriarchal order hut different they arc and 
il is fell that lo study them, different 
perspectives, new methodologies, new 
approaches and even different styles of 
presentation of data about them arc required 
It is also Icit that at the present juncture such 
experienced academics like Malavika 
Karlekar give their subjects a chance to 
speak, to have their .say, to articulate, to .start 
a discourse. In come out with all the bile and 
bitterness accumulated over centuries 
ummpc'ded, unencumbered, undisturbed by 
the intrusion of the voices of the academics 
who. It is fell, should refrain from using the 
voices ol their protagonists to prove their 

I the academics') own theories, which is what 
IS at prc.sent being done, lollowing Ihe 
‘malestream social sciences' disciplinary grid. 

II IS lelt th.it their conventional ways of 
proceeding with academic inquiries laid 
down by men to suit ihcir own mind set arc 
lil-suiied to study the second sex. 

It IS lelt that to study women - the pained, 
broken. Iragmciilcd. disembodied, suffering 
beings ih.ii they are new and more innovative 
models ,ire needed. One also lecis that in 


.social licientM!^ 

.<i(udies arc eoncemed, theite U altiina josi 
to hear and a lime to analy.sc. The j)fc.scnt, 
in feminist actidcmics. it is lelt, is a time to 
hear and fur the time being to put theorising, 
analysing, all on the back burner. It is a time 
to take the narratives ot women so trustingly 
recounted to academics and to u.se these 
narratives and the voices in which they arc 
recounted as received to become a direct 
means to communicate the agony and the 
pain that womankind have been made to 
sul ter. Let the suffering woman communicate 
directly with people at large with Ihe 
academics serving as only conduits loathe 
present lo make such communication 
possible. The voices ofiho.se hapless victims 
ol male dominaiioii should not be. it is tell, 
selectively used lo prove the own-bclieved 
theoretical points of Ihe academics. This, it 
IS fell would amount to a betrayal and would 
most certainly r.ink as an explotialivc .act. 
One feels that for women academics, who 
arc often also as alien to the psyche and 
behaviour of their.subjects .is men are lo that 
of women, this is a lime lo get to know their 
in-olher-ways subjugated yslers, to build 
bridges, lo share, to bring their protagonists 
centre stage, to make them subjects and not 
lo condemn them lo be the ‘other* once again 
or lo u.se them to serve us guinea pig.s in a 
patriarchal scientific model which model 
untorlunately. it seems, many women 
academics also unknowingly have adopted 
proving that patriarchy has deeper roots in 
woman's psyche, then one can think of or 
wrench away Patriarchy has, it seems, even 
the most aware of us still shackled by its 
devious chains. 
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Showing Labour Its Place 

Kari Marx wrote Das Kapital less titan a ceniury and a half ago, inspired 
by the ideal to serve the interests of the working class. Arguing from the 
opposite perspective, and motivated by the finai breakdown of the socialist 
economics, capital has now decreed how labour should behave if it is to 
attain a belter future. The central message of the Worid Bank’s capitalist 
manifesto, tn the form of its World Dn elopment Report 1995 devoted lo the 
theme of ‘Workers tn an Integrating World', is how a drastic restructuring 
of the balance of power in favour of capital is a precondition for the 
' economic well-being of the developing countries particulvly. 2794 

Conflicting Moralities 

The policy of the British colonial government on the making and drinking 
of indigenous liquor, ostensibly directed at checking intemperance and 
safeguarding the people’s morality, often came into conflict with another 
morality, that of the peasants, especially the adivasis. and illustrates the 
impingement of the stale upon what may be called the private, collective 
domain and the resistance, overt and covert, of the affected communities. 

A study in Thane district of erstwhile Bombay presidency. 2323 

Fiscal Reform 

Thu World Bank’s Country Economic Memorandum on India for this year 
reviews the progress of fiscal reforms at the central and state levels, but as 
in the past the emphasis is on reducing fiscal dcHcils rather than on 
. increasing public savings. Moreover, the blanket assertion that there is no 
further scope for compressing government expenditure can only encourage 
vested interests to seek and obtain large increases in budgetary allocations. 
This assessment goes against the avowed objectives of the economic 
reforms of stabilising the economy and improving the efficiency of 
resource allocation. 2317 


Education and Mission 

Neglect of the socio-political 
t'onlexi of Christian education has 
come in the way of realisation of the 
liberating potential of its ideals 
and purposes. 2332 


Gone Haywire 

Hie govemmenl’s avowed objective 
of keeping the monaised deficit 
til^r check notwithstanding, the 
market’s lukewarm response to its 
borrowing programme has pushed it 
into overwhelming dependence 
on the Reserve Unprecedented 

levels (d monetised deficit in the 
cunent fiscal year so far have 
been the result. 2287 


Missing the Real Village 

The concept of the revenue viHage 
was introduced by the British as the 
towesi administrative Unit in the 
. settlement hioarchy for revenue 
'^collection. The addition of the 
revenne viila)peby the Census for 
colfcedon of data conskieied usehii 
(or mieio-levei panning md 
deveh^imuni, however, gives 
■ jfiWio (ttiwy peoMceis. 2381 


Pedagogy in Action 

In the context ol the present din over 
Total Literacy, a small effort by a 
social group from Calcutta at putting 
into practice a critical pedagogy 
should show our pedagogues how 
to stop canting and start ..cling. 2303 


‘Empowerment* in 
History 

While women’s 'empowermcm' Is a 
concept of recent origin in feminist 
theory, women’s struggle for 
empowerment, laieni or manifest, 
visible or invisible, symbolic or 
concrete, is as old as the history of 
collective protest and resistance. 

A study of peasant movements 
and grass roots mobilisation 
in Bengal. 2306 


Abdication by UN 

At the Wortd .Social Development 
Summit in Copenhagen the United 
Nations legitimised the role usurped 
by the Bretlon Woods institutions, 
thus giving up its own powers and 
functions in the economic field 
mandated by its Choftcr. 2304 









LETTERS TO EDITOR 

Mani Ratnam - And 
(Other) Midnight’s 
Children 

THIS piece should be called ‘Roja and 
Bombay’, 10 be fair. For I do not know any 
more of his work. He is a mo.si talented 
film-maker and he makc.s a deep 
imprc.ssion The music i.s good, the 
photography excellent. The story moves 
you and you come out full of that feeling 
which comes out of any really good 
aesthetic experience So what i.s all the 
noise about'.' 

But there is a real problem. He has 
aroused so much protest, so much 
discussion Andyoung(cr)inlellcctual.sarc 
coming to his defence or cxp.-cssing 
misgivings. To them Mam and ‘Ham Aapke 
Ham Kaun’ arc events as important as, 
say. Ayodhya. For today’s progressive - is 
not that an abuse? - and radical academics 
are no 'textbook .Marxists', no crass 
mechanical materialists. Culture and 
teeling. ideology and experience are as 
much, perhaps even more, issues basic to 
human existence than mere hunger or 
physical subjugation. 

But to return to Mant. ‘Roja’ did not 
hesitate to see Kashmir in black and 
white. No greys for him. The happiness 
of a charming young (Hindu) couple 
was so important. The militants there had 
no idealism. Their ‘a/adi' was no real 
thing. India's nationhood and, ol course. 
Its prosperous middle class was all. I 
could be being uncharitable. But this part 
ol (he truth about ‘Roja’ is indisputable 
verity 

Then comes 'Bombay' If you ask why it 
could not have been a Hindu girl and a 
Muslim boy, you are being maliciously 
MCP, a victim of the idetilogy where girl 
IS property and not person. Irec to love and 
being loved. But when you are vicious 
enough to ask why Bal Thackeray was 
allowed tt) preview and censor, however 
minimally or not at all. the same high 
idealistic tone is not adopted. Even Sathyu 
IS cited, how reliably one cannot say. for 
having said when producing ‘Garam Hawa' 
that it was better to avoid future trouble if 
It can easily be by such devices. But a 
similar effort is not made with, say. the 
Shahi Imam or Shahabuddin or even Rafiq 
Zakaria. 

I must .say, seeing 'Bombay' one felt no 
qualms about it at ail. Until one 
remembered the foregoing. And then 


unfolds a larger and wider chain of 
thought. One would like to defend artistic 
freedom, creativity and admire talent and 
essentially laudable feats of creative 
endeavour all around. But there is a 
disturbing pattern which emerges from 
events like this of which our younger 
academics in their 40s or .so arc not 
always conscious. And they arc under¬ 
standably not. They have lived in a Hindu 
majority India, an independent India 
where they have not had communal riots 
as a daily fact not only of life but of 
political significance capable of deter¬ 
mining the future in some very clear ways. 
Earlier. Jinnah was very much there and 
there was always the question of whether 
you will get a free and united India or not. 
The British were very much there, loo. 
silting as umpires ready to give their 
verdict, to adjudicate and divide. So one 
went on trying.- Hindu Muslim ek ho. 
Gandhi-Jinnah inilen, Congress-l^anue 
ek ho or even Congress League- 
Communist ek ho. When the INA provided 
(he occasion, it was Sehgal-Dhillon- 
Shahnawaz. We were called upon to 
construct and assert our national identity, 
to weld disparate looking communal 
(today’s ‘ethnic’) enlity(ies) into a 
national identity. We were always 
reminded that we needed to build not a 
Hindu but an Indian India which would be 
no mere ‘geographical expression' as the 
British put it. 


Midnight's children do not face (his 
problem. But they also face - but do not 
always face up to - a deeper problem. Sudhir 
Chandra in his study of this question priK 
duces such a clear and erudite picture of it. 
These people have (heir India already 
made, or ready-made, for them. It is. Nehru 
notwithstanding, already a Hindu India into 
active but dangerous thing. One has known 
some of these innocent young (not so 
young now really) things to shift from strong 
anti-Mandalism during V P Singh’s Regime 
to hallelujahs to Mulayam’s finesse when 
he won the UP elections last (“the exploited 
and (he p(xir express their urges in caste 
terms’' and “caste will break cominunalism 
as a political force’’, etc) and back again to 
reservations about (he caste ideology of 
much of our politics. The pniblem is the 
lack of ballast in terms of cither theory or 
experience which would provide stability to 
one’s outkxik. It is such an approach to 
India's society andculturc which lauds Mani 
Ratnam’s work and overlooks the dangerous 
but highly attractive cultural basis which he 
and others like him provide to the con¬ 
struction of an India which will look as 
'secular' and ‘modem’, one suspects, as the 
US or the post-communist Czech or 
Yugoslav republics but which could be as 
Hindu - and oppressively so for non- 
Hindas, atheists and others - as you could 
think of. 
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Narrow Vision 

T he Reserve Bank of India’s annual report for 1994-95 
is a cautionary document, contrary to first imp’cssions. 
While it applauds the improvement in the overall perf ormance 
of the economy, it reflects serious concern at developments 
in many areas of economic management. The report’s 
earnestness in discussing, within the structural adjustment 
framework of course, the successes and slippages of economic, 
fiscal and financial policies is to he commended. Having .said 
this, it must be added that many aspects of the RBI's review 
of economic developments arc less than satisfactory. First, 
contrary to the impression the report .scek.s to convey, the RBI 
cannot absolve itself of responsibility for some of the areas 
of concern, such as the persistent price ri.se. the continuing 
fiscal mess and the low rate of domestic saving. Second, the 
report’s explicit perception that it is enough to judge the 
performance of the economy in terms of macro numliers of 
GDP. agricultural and industrial production, budget deficit, 
export-import performance, the current account deficit and 
so on is seriously questionable. These macro numbers very 
often hide grave socio-economic malai.se, as indeed they do 
in the case of the Indian economy uxlay. Conspicuous in this 
respect is the silence of the RBI’s report on the performance 
on the employment front, the impact of current policies on 
distributional goals, the adverse developments in the sphere of 
social infrastructure .so vital for improving labour productivity 
and competitive efficiency and the long-term implications of 
the present policies towards foreign direct investment and 
investment by foreign institutional investors in the capital 
market. Finally, reflecting its well known prejudices, the 
RBI has shown little vision or innovation in regard to the need 
for special credit programmes for the poor and neglected 
sections of society and has generally moved only when it has 
been pushed by the government. Further, in the implemen¬ 
tation of special credit programmes the RBI has willingly gone 
along with the commercial banks in diluting the importance 
of advances to agriculture, small-scale industries and 
other priority sectors, h is impassible not to be struck by the 
contrast between the RBI’s disinterest in these areas and its 
high-''oltagc initiatives in die money and foreign exchange 
markets. 

The central bank is not, of course, solely responsible for 
bringing about desired structural changes in the economy. But 
it cannot also hope to be left in splendid isolation to pursue 
monetary and cr^it policies gea^ to the sole objective of 
achieving price stabil^ tO the neglect of the^morc fundamental 
issues - for instance.^ growth of employment and incomes or 
thn regional arid funritk^ distribution of the gains of 
deyel 0 (Hti^. Thi^ i«|i^J«ve now come to die fore all the 


the proven inability of the market to cqx; with structural 
distortions, financial policies and the financial system they 
.seek to promote have to shoulder the burden of achieving many 
of the larger goals of development. The RBI’s failure to 
perceive this and to incorporate it in its financial sector policy 
framework must be blamed for many of the current di.sbxtions 
in the economy. Consistent with its new-found enthusiasm for 
central hanking autonomy, one wishes the RBI would also 
show greater concern for scK’ial goals in charting the 
development of the llnancial system. When, for iasiancc, will 
the RBI disabu.se itself of the notion that starting private banks 
for high-street banking will usher in competitive efficiency 
in the economy, except at a completely superficial level. 
There is not a word in the RBI report (except concerning 
prudential supervision) on the performance of the new private 
banks vis-a-vis the goals and objectives set for them. 

The report has the usual glossy data on the economy's 
performance in the past year: accelerated GDP growth of 5.5 
per cent, hacked by 5 per cent and 8.4 per cent rise in 
agricultural and industrial production respectively, an 
impressive 24 per cent expansion of capital goods output, 
export growth of 17.9 per cent coming on lop of a 20 per cent 
growth in 1993-94 and an average annual export volume 
growth of 12.6 per cent in the first three years of the Eighth 
Plan. non-POL import growth of 27.4 percent and relatively 
stable balance of payments underpinned by a strong current 
account position. The external sector’s role in the economy 
has grown significantly, with the share of exports in GDP 
galloping from an average of 5 percent in the l9X0s to a little 
over 9 per cent in the past two years. The merchandise trade 
(including imports) to GDP ratio has shot up from about 13 
percent in the 1980s to I9.8pcrccntin 1994-95. Toquolc the 
report, “underlying the evolving openness of the economy is 
the strength of current earnings which underscores the ability 
to withstand both current account shocks as well as volatility 
in the capital account." Againiit these positive elements, the 
persistence of strong inflationary pressures throughout the 
year with the wholesale price index rising ycar-tin-ycar by 
10.4 per cent in 1994-95 on lop of a rise of 10.8 per cent in 
the previous year and the deterioration in the government’s 
fi.scal position as reflected in the higher levels of gross fiscal 
deficit (whether put at 6.2 per cent or 6.7 per cent of GDP) .ind 
revenue deficit (3.8 percent) than the original budget estimates 
have been areas of concern. The RBI report also raises the 
question of (he sustainability of the growih’ralc achieved in 
1994-95 with adomestic .saving rate of just around 20 per cent 
of GDP and calls for steps to raise the saving rate. 

But while these macro conccrn.s arc valid, uhai about the 
quality of growth? With their focus ovcrwhcliningl> on 



liberalisation, markciisuiion and globalisa¬ 
tion. the so-called economic rcfonn.s are 
making tor acute inequalities in the 
ilisinhution of incomes .ind wealth and 
inadequate societal support for such basic 
siKial needs as education and health care, 
which have implications lor the already 
miserable standard ot living of the common 
people and also limits the growth of labour 
efficiency and the si/e of the domestic 
market. Growth in the ciaumsianccs is 
necess.irily n.irrowly-based with a strong 
buill-in inllaiionary bias. In this scn.se. the 
growth in the recent period is very similar to 
that ol the l9K().s. The persistent revenue 
and fiscal deficits, essentially for financing 
unproductive expenditures, have generated 
sucablc domestic demand. The demand for 
industrial gixxls has been further augmented 
by large reductions in taxation boosting the 
incomes and consumption of the upper 
classes. Tltc domestic saving rate has been 
pushed down lurlher and there has been a 
significant divcrsiomrf resources away from 
development expenditures which have been 
curtailed in real terms. As the data presented 
in the RBI report shows, while the aggregate 
expenditures of the central and state 
goveinntcnis have fallen Irom 32 per cent 
of GDP in the late I98()s lt» 29 per cent in 
IW4-95. the compression in development 
expenditures has been much more severe. 
Irom h4-65 per cent ol aggregate 
expenditure in the 1980s to 53 per cent in 
1994-95. Apart Irom the government’s 
domestic borrowings, lorcign capital inflows 
with implications tor immediate increases 
in the country's foreign liabilities, 
particularly Fll inllows into the capital 
market, have been responsible for the sharp 
increase in liquidity in the economic system 
which have in the short run helped to step up 
industrial activity. This cannot be hidden 
away behind the facadcof the current account 
deticii in the balance of payments having 
been negligible, unlike in the I98(K. While 
the RHI approves of the liquidity generated 
by foreign portfolio inflows, it is hard on the 
government tor indulging in large domestic 
borrowing. 

The RBI may find it difficult to admit 
this, but Its two supposed policy successes, 
namely, the formal agreement with the 
government on the use ol od hoc treasury 
bills and the stability of the rupee-doltar 
exchange rate have been made possible 
entirely by the si/eable foreign portfolio 
inflows. The RBI applauds the sharp 
reduction «>f the average monetised deficit 
in 1994-95 as unique in that, for the first 
lime in almost two decades, monetary 
expansion during the year was not 
aiiributable to the moneti.salion of the budget 
deficit. This. It believes, “was rendered 
possible by the fundamental reform 
announced in the Union Budget 1994-95 
and the agreement reached between the 
government and the RBI to delink automatic 
monetisation from the budget delicif'. But 
the tact IS that as stxtn as the portlblio 
inflows from abroad dried up in the current 
year the 'landmark agreement* collapsed 

2280 


and the use ufod hdes has gdner«l(y heniaiihid 
well above the Rs 9.000crore ceiling. Some 
limits on the recourse to ad hoc treasury 
bills arc of course necessary for monetary 
stability, but the financing of government 
borrowing, albeit indirectly, through foreign 
portfolio inllows is hardly the way toachieve 
this. While the RBI recognises the 
importance of enlarging domestic saving. 
Its own credit ptilicies, as much as the 
govemmenfs economic and Trscal policies, 
have tended to stimulate lavish consumption 
among the middle and upper classes, and 
that once again on the strength of the liquidity 
gained by the banking system from the 
foreign portfolio inflows. 

The RBI’s policy stance on government 
borrowing is in fact rendering more 
intractable the stabilising of the fiscal 
positions ol the central and state 
governments. The RBI has favoured a 
monetarist policy involving the elimination 
of the monetised deficit and. more 
significantly, the payment of .so-called 
market related rates of interest on 
government borrowing. The nonchalant 
manner in which the RBI views the sharp 
increase in interest rates even up to 14 per 
cent on 10-year government bonds and the 
consequent rise in the government's interest 
burden enlarging the revenue dericit and the 
gross fiscal dcncil reflects its narrow view 
of monetary-fiscal policy linkages. But for 
the agreement on ad h(K treasury bills 
interest rates on government securities 
would not have snared to the absurdly high 
levels they have in the current year. Again, 
discussing the root causes of the 
disequilibrium in the finances of the state 
governments, the RBI ignores its own role 
in their predicament by making them pay 14 
per cent on their loans. Instead it pontificates; 
“In the milieu of a progressive increase in 
the coupon rates on state government 
sccunties and the prospects of moving to a 
full-fledged market determined system in 
the future, the pressure on stale finances on 
account of interest payments is likely to 
accentuate. Phasing out of revenue deficits 
IS. therefore, central to the reform process 
in state finances.” Similar distortions have 
also been created by excessively shortening 
the government’s debt profile which, 
combined with the large interest burden, 
has resulted in quicker repayment 
obligations, humps in repayments and 
enormous gross market borrowings. In spite 
of this being a problem created by its own 
policies, the RBI philosophises: “With sleep 
humps in the projected repayment schedule, 
however, the government is likely to be 
compelled to go in for larger amounts of 
gross borrowings. This poses the danger of 
vicious cycle of higher market borrowings 
at a relatively higher cost, chasing higher 
repayments". The RBI's biases against 
broader developmental goals are exposed 
most clearly when it calls for the creation on 
a priority basis of amortisation funds, 
esp^-ially aconsolidated sinking fund,even 
when there are no revenue surpluses, so that 
the burden of repayment in the future can be 


fflifiiimsed.’what»ikrtteailikedi^,. 
is that the present generation is gthet^y 
making Significant sacrifii»s having forgone 
expenditures on social /lervi^l and 
infrastrupt^rcs. To think of resources being 
generated'for sinking funds for future 
repaymtip^of government borrowings 
reflects a cpllous lack of concern for the 
imperaiibc;. of social and economic 
development. 

, It is tiimilas|y necessary to join issue with 
the RBI on ii.S’credit and monetary policies 
and its measures to build up the banking 
.sy.sicm and other financial in.slitutions. The 
report provides no evidence of the success 
of monetarist policies; if anything, its 
contention that “it is misleading to think 
that there is a trade-off between growth and 
inflation” stands disproven by recent 
developments. Monetary impulses sent 
through indirect instruments such as interest 
rates and open market operations have not 
only failed to regulate the overall size of 
credit expansion, but hyve al.so contributed 
to its maldistribution. Non-food credit 
expansion in 1994-95 touched R.s 45,776 
crore (30 per cent) or, if bihiks’ investments 
in PSU bonds, corporate shares and 
debentures and commercial'paper arc also 
included. Rs 52.CKK) crort. While the RBI’s 
contention that the rate of growth in credit 
in 1994-95 was “far in excess of the rate of 
growth in production” is debatable, there 
can be no doubt that its distribution was 
markedly skewed - something to which the 
RBI report makes no reference at all. Of the 
incremental non-ftHid gross hank credit of 
Rs 39.378 crore (lor a sample of banks 
covering 90-95 per cent of total .scheduled 
bank credit), only 26.1 per cent went to the 
priority sectors in 1994-95, though there is 
a target of an average of 40 per cent for the 
banks in this regard and though these .sectors 
contribute nearly 60 per cent of GDP 
originating in the commodity-producing 
sectors. In incremental bank credit the share 
of agriculture has turned out to be the 
smallest at 7 per cent followed by small- 
scale industries with 12.7 per cent. The 
RBI's fixus on monetary targeting has thus 
led to credit distribution going haywire. 

in the context of the vast diversification 
taking place in the financial markets, there 
is a strong case for the RBI reconsidering its 
present exclusive locus on M, and shifting 
It to credit aggregates — both the total 
Bows and their distribution by .sectors. Such 
aggregates have their direct impact on the 
ultimate target variablesof monetary policy, 
namely, prices, output and employment, 
which matter the most. There is, however, 
no evidence of any awareness of the need 
for such rethinking in the RBI; it continues 
to function in terms o^a one-to-one 
relationship between M, and the rate of 
inflation. For 1994-95 it had set an M, target 
of 15 percent and an inflation target rifhper 
cent. M, growth turned out to be 19percent 
and the inflation rate 10.9 per cent. These 
are elusive numbers and relutiooshiti# uttf it 
will be in the interest of thectedibilify dfltli^ 
RBI’s policies if if shifts itsloeitDS fd cfeit 





to exiemt dims rennortttc and jredijicmM 
faciliiieii to sectors that deserve sueh 
assistance. Today the RBI has become very 
tigbl-nsied on assi.stanc'e to promotional 
agencies like SIDBI (additionalcredit of Rs 
200 crorc in 1994-95) and NABARD (Rs 
960 crore). while it pumps' enormous 
amounts of funds into the money market or. 
more significantly, into the coffers of the 
central government for financing its revenue 
dcdcit. When agriculture wd the other 
priority sectors ^re starved m bank credit, 
the right signal for the RBI to send would be 
to provide sector-specific refinance and 
rediscount facilities to banks and the other 
promotional agencies. 

TAMIL NADU 

WIPsAre WIPs 

THE chief minister of Tamil Nadu finally 
got away" with it - ‘the marriage of the 
century’ - in spite of widespread protests 
from lawyers, citizens' forums and others 
against the gigantic waste of money on. and 
use of official machinery for. her foster- 
son’s marriage ceremony. 

For all their talk against ostentatious 
display of wealth and pledges to alleviate 
poverty, politicians of almost all the parties 
lapped up Jayalalitha’s invitation. The VIPs 
who graced the occasion ranged from 
Congress stalwarts like the union minister 
for welfare, Sitaram Kesri, to the self- 
priKlaimcd champion of the poor, Laloo 
Prasad Yadav of Bihar. By participating in 
the vulgar show, all of them legitimised the 
shameless hanit of tlauniing wealth that 
marks the living style of the Indian nouveau 
ru'he. and their ultcr contempt for the 
sentiments of the poor majority. 

What was however intriguing was the 
respon.se of the judiciary. The All-India 
Lawyers’ Union filed a writ petition before 
the Madras High Court three days before 
the marriage was to take place. It mode a 
number of allegations - misuse of official 
machinery, illegal tapping of power supply, 
foiling of trees to lay additional roads, 
encroachment on public roads by the setting 
up of arches, cut-outs and fixtures, among 
other things. The petition prayed that the 
court rc-strain the chief minister and the 
various jiuthorities like the Madras 
Corporation from interfering with the free 
access of the public to amenities and utilities 
like power, pavements, etc. and from misuse 
of official machinery. 

On September 4, in response to the 
petition, a Madras High Court judge passed 
an interim order restraining the state 
government from disrupting normal supply 
of water and electricity to the citizens. The 
next day, be directed the state's advocate- 
general to produce the files reUiting to 
permission sought for power subtly end the . 
source of lights on the arches am cutsouts. ^ 
So far so good. ^ ' ' 

But Op $ 0 |gembftr 6* ilke of the ' 
nianiage «thejiHtgettmounoodhisdedsion 


petition'. The reaiiw was‘>«s:dire^w«^ 
The marriage ceremony took place with all 
the pomp - the arches and cut-outs standing 
to obstruct the mads and the lights blazing. 
The following day, after the wedding wits 
over, the judge directed the Madras 
Corporation to remove alt the arches and 
cut-outs, as “they had been erected without 
permission”. One wonders why the judge 
had to wait for the end of the wedding, to 
come out with his order for removal of the 
obstructions, after the damage had been 
done and the arches and cut-outs had served 
their purpose. 

Stranger still are some of the comments 
made in the judgment. While the judge 
reprimanded the officials for being “mere 
spectators” to illegal acts of digging of 
roads and erection of arches, he took care to 
exonerate the chief minister. First stating 
(hat there was no evidence of her being 
directly responsible for these acts, the judge 
went a step further adding that even if she 
was, there was nothing wrong, since after 
all, WIPs were WIPs, and they could not 
be equated wiih ordinary citizens! If a high 
court judge can express such sentiments of 
helplessness that virtually lends legitimacy 
to (he inconvenience caused to the public by 
the acts of so-called WIPs. can one blame 
the ordinary citizens for losing confidence 
in the courts? 

It is ironic that just a couple of days 
'4x:fore these extraordinary words were 
uttered by the honourable judge of the 
Madras High Court, the Supreme Court 
delivered a judgment (on September S) 
which, while recommending other things, 
set the standards tobe maintained by judges - 
“The judges of higher echelons... should 
not be mere men [with feet] of clay with all 
the frailties and foibles... which may be 
found in those in other walks of life. In short, 
the behaviour of the judge is the bastion for 
the people to reap the fruitsof the democracy, 
liberty and justice...”The Madras High Court 
judge may well have a second look at his 
decision to exonerate Jayalalitha in the light 
of the apex court’s expectations from the 
judges of higher echelons. 

INTEREST RATES 

Case for R^^lation 

'THE economic policies of the authorities in 
(^many and Japan on the one hand and in 
the US on the otto speak volumes for (heir 
brazen pursuit of national self-interest. 
While there is .so much talk of 
multilateralism, their polictes are apparently 
guided solely by domestic consieWations. 
Similarly, while free market principles are 
said to be in command, in reality powerful 
signals are conveyed to the markcu to keep 
within prescribed economic and monetary 
bands. 

There is a notion that central banks in the 
developed couMries encoun^ free money 
market naea of Ihteretf to pievttii, In fact, 
powerful instruments are employed to 


the federal funds tiMe, WiticK meffltohto^ 
charge one another for overnight 
accommodation (corresponding to our imII 
rate), is very flnnly targeied and influenced 
by the Federal Reserve system The discount 
rate, the other inniiuDita] interest rate, is (he 
rate which the Fed chaige.s hunks for loans 
from its discount window. Such effective 
presence of the central bank in the money 
market makes it possible for the entire 
interest rate structure to be modulated within 
limits. Rea) and nominal interest rates we 
notaliowedtorun wild as has been happening 
in nur country. 

After raising the federal funds targeted 
rate from S.50 to 5.75 per cent in April and 
the discount rate from 5 to 5.25 per cent, the 
Fed has refused to alter these rates, though 
(he economy has stumbled in the second 
quarter. "The Fed has used the interest rates 
to send signals not only on the pace of 
domestic economic activity but also on 
exchange rate behaviour and its possible 
influence on the external sector. While the 
August 22 meeting of the Fed’s policy 
committee chose todo nothing on the interest 
rates front on the ground that in view of a 
string of strong economic indicators there 
was little need for the Fed to stimulate the 
economy, it nevertheless authorised Fed 
chairman Alan Greenspan to reduce interest 
rates at his discretion in the third quarter for 
precisely that purpose. 

The disclosure ot ibe decision authorising 
the Fed chairman to reduce interest rates 
coincided with (he Bundesbank's move to 
reduce short-term interest rates on August 
24. The German decision was a sequel to the 
series of moves by the Fed which resulted in 
the strengthening of the dollar against the 
dcutschmark and the yen. The German 
central hank, seeking to depreciate the mark 
and improve (he German economy’s 
performance, cut the discount rate from 4 to 

3.5 per cent and (he Lombard rate from 6 to 

5.5 per cent. The discount rate is the lowest 
rate at which banks can borrow from the 
central bank to meet their short-term 
liquidity needs, while the Lombard rate is 
applied to loans (hat banks seek in 
emergencies, when (hey need additional 
funds. While the punitive Lombard rate 
serves os a ceiling rale on short-ierm rates, 
the discount rate serves as a floor. 

It is signiHcant that a band of minimum 
and maximum short-term interest rates is 
thus prescribed as a policy instrument in 
both the US and Germany, though the routes 
and instruments arc different. What is 
important is the acceptance of the basic 
principle that in the interest of healthy 
economic growth a degree of regulation of 
the interest rate structure is a necessity. 
Otherwise short-term rates, as also long¬ 
term rates, can go haywire as has been 
happening in our country, with the call 
money rate zooming to 60-80 per cent at 
times andcreating much uncertainty for (he 
real economy. True, industrial economies 
can make do with regulation of a few short¬ 
term rates and the rest of the structure veers 


rountf of the coinpetitfy'e 

conditions prevailing in their financiiil 
systems. In developing countries with 
dualistic financial systems, as in India, 
control of a wider range of interest rates is 
necessary for siahility and growth. In any 
case, there is a .strong case for ensuring that 
short-term rates, .such as the call rate, are not 
allowed to fluctuate beyond a specified band. 

NEPAL 

Opportunistic Alliance 

THE nine-month old government of 
Munmohan Adhikari had to finally step 
down for failing to outdo its rivals in the 
game of parliamentary arithmetic. The 
Nepali Congress(NC) and the Rashtriya 
Prajatantra Party(RPP), who represent 
divergent sectional interests, joined hands 
to pull down the government of the 
Communist Party of Ncpal(CPN). 

The minority government of Manmohan 
Adhikari came to power last November 
when no party succeeded in .securing a 
majority in the Nepali Pratinidhi Sabha and 
the attempt to form a coalition government 
tailed. Once in power, the communist 
government injected vitality into the 
administration which had bccomedysfunci- 
lonal because oi the internal bickerings 
wi'liin the NC under G P Koirala's prime 
mmisiership. The CPN government raised 
the alUK'aiion of development funds to the 
village committees to Rs lakh and allotted 
Rs 2 million each to the 2l).i parliamentary 
constituencies, besides giving Rs 2.5 lakh 
to each MP it granted women equal 
inheritance rights, abolished bonded labour, 
uiulcrttHik land rclorm measures and gave 
land grants to two million landless It rein¬ 
stated government employees who had been 
suspended or terminated during the Koirala 
regime. It appointed a cili/enship commis¬ 
sion to look into the demands of the inhabi¬ 
tants of the Tcrai region who for several 
decades have been denied cili/enship rights 

Thus, slowly but surely, the CPN 
government started to pose a threat to the 
support base of the opposition parties 
Moreover, the government tirdered a probe 
into the Royal Nepal Airlines scandal which 
iK'curred during G P Koirala’s rule This 
caused alarm in the central working 
committee of the NC. The warring tactions 
of G P Koirala and K P Bhattarai agreed i- 
patch up. The NC decided to with '..os 
support to the communists in June and 
placed bclore king Bircndra the proposal to 
move a iio-contldcncc motion against the 
government. A similar situation had arisen 
a year ago when G P Koirala had to face a 
no-trust motion against his government and 
had to resign. Only then there was no 
opposition party or coalition to stake .1 
claim to lurming a government. This time 
the .Supreme Court conceded the demand ol 
the opposition parties to lorm a coalition 
government, rejecting the ruling party’s 
demand that the htiusc be dissolved and 
mid-term polls held. 


Tlie NC and tiw Rl^ timre siftiire 

power in the new government, though the 
two parties differ shauply in their ideological 
orientations. The NC was in the forefront of 
the pro-democracy movement which was 
directed against the feudal elements that 
have now gathered under the banner of the 
RPP. Clearly the coalition of the NC and the 
RPP can only hope to keep the communists 
at bay till the next elections and cannot be 
expected to pursue a coherent set of policies. 

JAPAN’S APOLOGY 

What about the Others? 

"DURING a certain period of time in the not 
too distant past, Japan followed a mistaken 
national policy of colonialism and 
aggression that caused tremendous damage 
and suffering to the people of many 
countries... I express my heartfelt apology 
and undertake to eradicate self-righteous 
nationalism in my country." Thus spoke 
Tomeichi Murayama. Japan’s prime 
minister, on the .‘'Oth anniversary of Japan’s 
surrender alter the second world war. 

■Several countries consider this an 
adequate, though belated, apology by Jap.in 
for not only its aggression but al.so its 
massacres of civilians in the course ol its 
coloni.il expansion. Other countries, like 
China and .South Korea, which bore the 
brunt of the Japanese atriK'itics still feci that 
Murayama’s apology is not adequate. It is 
well known that the main party in the 
coalition which Mur.iyama leads is not quite 
reconciled to making an apology for Japan’s 
colonialist and wartime aggression. Perhaps, 
in gtiod time, even the LDP will have the 
giKxl sense to oiler apologies to its Asian 
neighbours. 

The mutter of J.ip n’' apology, however, 
raises a larger qiiesnon th.it historians are 
bound to ask - a question that coiicci ns n> a 
just Japan’s wartime and . ilonial record, 
but the record of other couniries as well, 
some victorious and others \ iquished in 


Mve coMiittoii M pin 0 f tte 
surrender they agree to. Whether that 
amounts to an apology, and that too from 
the heart, is a question one cun keep debati ng. 
But are atrocities and excesses in war 
committed only by the side that ts 
vanquished? To ask and secure from the 
vanquished an apology for its barbaric 
actions is not a big thing. What about the 
barbaric acts of the victorious? Is there to be 
no regret or apology for their excesses ever? 

Murayama’s apology is totally 
unqualified. He accepts the guilt of his 
nation and offers a 'heartfelt apology’. But 
why is no one acknowledging that Japan 
itself was the victim of possibly the most 
inhuman atrocity of this century when 
Hiroshima and Nagasaki were subjected to 
the nuclear holocaust? Is an atrocity not an 
atrocity whether it is committed by the 
victor or the vanquished? 

But why confineone.seif only to wartimes? 
Murayama was apologising for not just the 
wartime excesses of Japan He was 
apologising also for his country’s excesses 
during its colonialist rule going back to 
more than half a century. How many other 
colonial imperialist countries have offered 
apologies for their misdeeds? We in India 
remember every ycar'ihe massacre of 
Jallianwala Bagh when thousands of 
unarmed civilians, including women and 
children, were done to dc.iih. Has ,1 Briii«h 
prime minister ever offered an apology for 
his country’s atrsKiiics in its erstwhile 
colonies'* Why apology, not even a wrwd of 
regret has bc». offered so far. 

Mass atriK'ities arc still being committed 
in one or another part of the world. Nuclear 
arsenals arc still held by several countries. 
.So the threat of potential holocausts 
' mtinucs to hang over the world. Whether 
or not the perpetrators of inhum,in excesses 
apologise retrospectively or not. more 
important is it to make the worh* secure 
against cxccs.scs. wartime or coloniali.st. in 
the future 
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CURRENT STATiSttCS 


Over the past month, there has been a sudden easin( of litpiidity which is renecied m a siieable esponsion in bank deposits accoiaptaini by riM in non-food 
advances and investments. The increase in net RBI credit to the centre in the ifscal year, though much lower than the levels touched in prevkws weeka, wit Mill 
high at Rs 14,2.16 crore on August 18 (against a decline of R$ .1.760 crore in the same period of 1994-95). Exports rose by 30 per cent and imports by 39.4 per 
cem during April-July 1995, further widening the trade deficit. Capital goods, non-electrical machinery in particular, and cheiDicidi and related products 
contributed to the impon growth. Cotton yarn and fabrics helped to accelerate export growth. 

Macroeconomic Indicators 


Indcn Numbers of Wholesale 
Prices (I98i-82tsl00) 


All Commodities 
Primtity Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufacture noducts 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April-Aug 26. 1991) 


Weights Aug 26, 
199.1 


_ Variation (Per Cent): Point-lo-Pbint _ 

Over 12 Months Fiscal Year So Far 1994-95 1993-94 li 




Month 

Latest 

Previous 

199.1-96 1994-91 





100.0 

295.7 

0.9 

8.6 

9.6 

3.7 

1.5 

10.4 

10.8 

7.0 

13.6 

32.3 

305,9 

1.8 

9.1 

10.3 

4.8 

8.2 

127 

11.5 

3.0 

15.3 

17,4 

3.38.1 

2.4 

7.7 

7.8 

7.7 

12.0 

11.9 

4.4 

5.4 

20,9 

lO.I 

323.5 

0.9 

11.9 

17.1 

0.0 

.3.1 

15.5 

24.9 

-1.4 

8 1 

107 

284.3 

0.0 

1.6 

lO.O 

-0.1 

0.6 

2.4 

13.1 

15.2 

1.3.2 

.17 0 

292 1 

0.5 

9.6 

9.0 

3.8 

4.8 

10.7 

9.9 

7,9 

12.6 

10.1 

280.9 

0.7 

2.7 

7.3 

3.1 

8.4 

8.1 

12.3 

6.8 

10.2 

27.5 

317,1 

1.8 

6.0 

7.6 

6.2 

10.8 

10.6 

7.0 

5.8 

17.1 

100.0 

291.9 

_ 

9.8 

10.1 

9.0 

11.5 

10.9 

8.3 

10.1 

1,3.7 


Cunt of Living Indices 


Industrial Workers (1982=100) 

Urban Non-Muii Emp (1984-8.1=100)* 
Agii Lab (July 60 lo June 61=100) 

» for 1994-91 


Over 12 Months Fiscal Year So Far 1994-91 1993-94 1992-93 
Utest Previous 1991-96 1994-95 


1991-92 


313’ 

2.3 

11.4 

II.I 

6.8 

.1.2 

244' 

0.4 

99 

8.3 

9.9 

8.3 

1337'' 

1 6 

12.4 

I2..1 

28 

1.2 


Money and Banking iKs crore) 

Aug 18. 
1995 

Over 

Month 

Money Supply (M,) 

.143894 

4793 (0.9) 

Currency with Puhlii 

108439 

-1.13 (-0.1) 

Deposits with Hanks 

428030 

.1036(1.2) 

Net Bank Credit lo Cost 

2.3911S 

-4063 (-1,7) 

Bunk Credit lo Cominl Sector 

291.3.34 

33 (0.0) 

Net Foreign Exchange Assets 

73.371 

6 (0.0) 

Reserve Money 

1770.19 

-708 (-04) 

Net RBI Credit to Centre 

Scheduled Cuinmcrcial Banks 

113169 

-6819 (-5.7) 

Deposits 

3811.33 

4971 (1.3) 

Advances 

211940 

147 (0.1) 

Non-Food Advances 

197664 

11.12(0.6) 

Inveslincnis 

1.14699 

2597(1.7) 


199.1-96 


13092 (2.5) 
76.10 (7.6) 
1.397 (0.3) 
17172 (7.7) 
1679 (0.6) 
-2.129 (-3.3) 
7780 (4.6) 
142.16 (14.4) 

-1726 (-0.4) 
380 (0 2) 
-1621 (-0 8) 
5446 (3.6) 


1994-9.1 


11748 (2.6) 
6346 (7.7) 
46.33(1.-3) 
7624 (3.7) 
-.3946 (-1.6) 
11709 (22 2) 
12319 (8.9) 
-3760 (-3.9) 

1445 (1.7) 
-^228 (-2,5) 
-6470 (-4.0) 
11917(8.8) 


1994-95 


78617 (17.4) 
18806 (22.9) 
58916(16.0) 
16325 (7.9) 
44991 (18.4) 
2.3298 (44.3) 
30607 (22.1) 
21.30(2.2) 

.16947 (17 3) 
40422 (23.6) 
37.18) (23.2) 
I4I7I (10.1) 


1993-94 


7.3307 (19.3) 
14170(20,9) 
57925 (18,7) 
28315 (15.9) 
17147 (7..1) 
27674 (110.9) 
27893 (25 2) 
260 (0.3) 

48827 (17.4) 
11782(7 4) 
9091 (6.0) 
28435 (26.7) 


1992-93 


.10916(1.1.5) 
7111 (11.7) 
4.1377 (16.3) 
186.17 (11.7) 
30187 (I.1..3) 
3726(17 6) 
11274 (11 3) 
4257 (4 6) 

39017 (16 I) 
2.3757 (17 5) 
21684 06.6) 
16820 0 8.7) 


Fur comparability, ail monetary and banking data presented here are based on March 31 figures after closure o( govcronieni accounts 


Index Numbers of Industrial Weights 
Production (l980-KI = l(Kl| 


(joncral Index 100 0 

Mining and Quarrying 11 .1 

Manufaclunng 77 I 

Electricity 11.4 


1994-95 1993-94 


_ Average Ibr Full Rsyl Years _ 

1992-93 l99l-9y 19^-91 1989-00 1988-89' /987-8« 


.301.6 2.506(84) 231.1(56) 218.9(2.3) 213 9(0.6)212.6(8 2) 196,4(86) 180 9(8.7)166.4(7 3) 

.321,9 245.8(6,3) 231.2(3.4) 223.7(0.6) 222..1(4.1) 221 2(6..3) 2116(7 9) 199 l(.1,7) 184 6(6.2) 

291.9 241 8(8 8) 222.3(1.5) 210.7(2.2) 206 2(-0.8) 207 8(8,9) 190,7(8.6) 17.1.6(8.7) 161.5(7.9) 

.346.8 314 6(8,5) 290.0(7.4) 269.9(5.0) 2.57.0(8..1) 2.36.8(7.8)219.7(10.9) 198.2(9 5) 181(7.6) 


Cepilnl Market 


Sept 08. Month 
199.1 Ago 


1995-% So For 


End of Fiscal Year 





Foreign Trade July 

1995 


Expoits: R.S crore 7706 

USSmn 2414 

hnpofts; Rs crore 9472 

US $ inn .3019 

Non-POL US S mn 2722 

Balance of Trade: Rs crore -.3023 
USSmn -702 


Cumulaiive for 
1995-96 


.305.37 (30.0) 
9724 (29.9) 


1994-95 


23490 18 3) 
7488 1 8.3) 


3015 

.35.17 3233 

4604 

1261 

3779 2281 




(-1.1.7) 

(61.7) (-46.8) 

1482 

1691 1.172 

2176 

1606 

18.10 1021 




(-12.2) 

(79.2) (-48.1) 

Bul __Full Fiscal Year Variations_ I 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 1 


3.1329(39.4) 253.13 (10.0) 
112.10 (39.2) 8082 (9.9) 


91.30(44.1) 

-4792 

-1.126 


63.39(19.6) 

-1873 

-.194 


SepiOI. Sep(02. Mar31. 
Foreign Exchange Keserven 1995 1994 1995 

lexchiding gold) 


823.30(18.4) 69547 (30.4) .13688 (21.9) 44042 (3.1.3) 32113 (17 6) 

26233(18.3) 22173 (20 4) 185.37(3.8) 17866 (-I..1) 18143(9.1) 

88701(21.8) 72806(1,1.7) 6.3375 (.32.4) 47851 (10.8) 43193 (22.0) 

28251 (21.7) 23212 (6.8) 21882 (12 7) 19411 (-19.4) 24073 (1.1 2) 

225.38(29.1) 17456(10.6) 1.1782 (12.3) 14047 (-22.2) ]804S(3I) 

-6375 -32.19 -%87 -3809 -10640 

-2018 -^1039 -3345 -1.145 -5930 


_ Vaiiation Over __ _ __ 

Ih Year Fiscal Year So Fbr 1994-95 1993-94 .l99y-93 1991-92 

Ago 1995-96 1994-95 










Foreign Trade 


CoauBodliy Campadlloa of _I 

Importi and Exports Rs C 

Imparls 

and live animals 

chieflv Tor food 30l( I 

Piiliev 1.111(0 

Coshcwnuls .12(0.: 

Sugar .Knc; 

Crude maicnal.s. inedible oils 
excepi fuels 1911(7.1 

(vitiliM.'! crude 84(0; 

Meialifers ores and nieial scrap 111(2 
Mineral fuels, lubricants and 
related moleiials 1782(21.1 

l^:trolcum. crude and 
producis .1209(20.1 

Animal and vegetable oils, 
far.H and waxes 277(1.1 

Oiefflicais and related producis .189l( II ( 
Organic chemicals 1320(1.3 

Hntiliser manufactured 860(1.( 

Manufactured goods classified 
chiefly by materials 4769( 19 (i 

Pearls, precious/semi- 
precious stones 1491(6.0 

Iron and steel 980(1.9 

Non-ferrous metals 701(2.8 

Capital goods 1660(22.1 

Machinery except electrical 
and elecironic 2607( 10.4 

Transport equipment 744(1.0 

lYoject goods 1191(6.4 

Others 2179(9.5 

Total 2510.1(100.0 

Expaiia 

Pood and live animals chieny 
for food 108.1(117) 

Cashew nut 278( I 2) 

Oil meals 419(1.9) 

Marine products 6.10(2 8) 

Beverages, tobacco and 
tobacco manufactures 22(0 I) 

Crude moienals, inedible 
oils except fuels 1117(6.7) 

Iron ore 51.1(2 4) 

Mineral fuels, lubricants and 
related miucrials .118( | 6) 

Petroleum crude and products .118( 1.6) 

Animal and vegetable oils, 
waxes and fats 179(0.8) 

Cheinicais and chemical products 2118(10.4) 
Diugs. phormaceulicals 
and fine chemicals 726(1.2) 

Oyes/iniennediates/coal tor 
chemicals 16.1(1.6) 

Plastic and linoleum products 418(2.0) 
Manufactured goods classified 
chiefly by materials 12171(14.1) 

Leather manufactures 119(2.1) 

Leather footwear 460(2.0) 

Gems and jewelleiy .1420( 15 2) 

Cotton yorn/fabiKs. 

modet^, etc 1898(8.4) 

Manmade yarn, fabrics, 
modvups. etc 652(2.9) 

RMG cotton and occessorie* 2089(9.1) 
Capital gttods 2007(8.9) 

Metal maoufactuies 604(2.7) 

Machineiy and instruments 609(2.7) 

Transport equipment 696(1.1) 

Others 817(1.7) 

Electrontc goods 428( 1.9) 

Total 22114(100.0) 



__ Anri l-J une 

l99.i-% K 


RsCr 

U.S S mn 

RsCr 

.101(1 2) 

96 

871(4.8) 

1.18(01) 

44 

141(0.8) 

12(0.2) 

17 

210(1.2) 

-Kncg) 

1 

443(2.4) 

1913(7.8) 

622 

1378(7.6) 

84(01) 

27 

84(0.1) 

rap 131(2 1) 

169 

501(2.8) 

1782(2.1.0) 

1841 

4623(21.4) 

.1209(20.8) 

16.19 

4127(22.7) 

277(1.1) 

88 

55(0.3) 

1 .1891(119) 

1268 

2385(13 1) 

1320(5.1) 

420 

739(4.1) 

860<.1.4) 

274 

276(1.5) 

4769(19 0) 

1119 

.1611(20.1) 

1491(6.0) 

476 

1470(8.1) 

980(1.9) 

112 

670(3 7) 

701(2.8) 

224 

401(2.2) 

1660(22.5) 

1801 

.18.17(21.1) 

2607(10.4) 

810 

1711(9.4) 

744(3.0) 

237 

115(2.9) 

1.195(6.4) 

508 

121.1(6.7) 

2179(9.5) 

758 

1.191(7.6) 

2110.1(100.0) 

7995 18192(100.0) 


U.S$mn 


RsCr US Sim 


1992-9.1 
RsCr DsTmn 


278 

1986(4 1) 

1269 

1651(2.3) 

.126 

1911(3.0) 

41 

174(0.6) 

181 

567(0.8) 

181 

334(0.5) 

67 

685(0.8) 

218 

483(0.7) 

114 

376(0.6) 

141 

2246(2.5) 

715 

neg neg 

neg 

neg neg 

419 

6483(7 1) 

2065 

4271(5.8) 

1362 

4777(7.5) 

27 

471(0.1) 

110 

188(0.1) 

124 

459(0.7) 

161 

2127(2 4) 

677 

1411(1.9) 

450 

1922(3.0) 

1474 

208.17(23.1) 

6616 

19.108(26.7) 

6219 

18525(29.2) 

1116 

18629(21 0) 

1933 

1804.1(24.7) 

1753 

17142(27 0) 

18 

612(0 7) 

195 

168(0.2) 

.14 

168(0.3) 

760 

13077(14.7) 

4161 

9117(12 7) 

2970 

891.1(14.1) 

2.16 

4449(1.0) 

1417 

2781(3.8) 

887 

1871 (.1.0) 

88 

2.151(2.7) 

749 

i983<2.7) 

632 

202.1{.1.2) 

1164 

I4622(I6..1) 

4657 

14619(20.0) 

4661 

124.1.1(19.7) 

469 

.1019(5.7) 

1.198 

8294(11.3) 

2644 

7072(11 2) 

214 

3519(4.0) 

1111 

2.147(1.2) 

748 

2060<.1 3) 

128 

2689(10) 

856 

1.104(2.1) 

480 

1144(1 8) 

1221 

19611(22 1) 

6246 

16610(22.7) 

1301 

1.112.1(20.7) 

141 

8.149(9 6) 

2723 

5902(8.1) 

1882 

4786(7.6) 

171 

3467(1.9) 

1104 

.1981(14) 

1269 

1.138(2.1) 

387 

5583(6.1) 

1778 

.1062(6.9) 

1614 

3701(1.8) 

441 

9476(10.7) 

.1018 

69.14(9.1) 

2211 

.150.1(1.5) 

1799 8870.1(1000) 

28211 

73101(100.0) 

23.106 63.17.1(1000) 


726(1.2) 

36.1(1.6) 

418(2.0) 

I2I7I(.14.I) 
119(2.3) 
460(2.0) 
.1420(15 2) 

1898(8.4) 


982 

2.198(14.8) 

828 

1194.1(14.1) 

1804 

10811(1.1.6) 

1419 

8084(15.1) 

2791 

89 

296(1.7) 

94 

1242(1 1) 

395 

104.1(1..1) 

.133 

741(1.4) 

257 

111 

410(2.4) 

137 

1795(2.2) 

572 

2324(1.1) 

741 

1.14.1(2.9) 

533 

201 

721(4 1) 

230 

3122(4.1) 

1122 

21.12(1.7) 

814 

1741(1.2) 

602 

7 

26(0.1) 

8 

120(0.2) 

18 

139(0.2) 

44 

160(0.1) 

51 

481 

1184(6.7) 

377 

4894(1.9) 

1.119 

4901(7.0) 

1.161 

2798(5.2) 

%6 

170 

414(2.4) 

112 

1109(1.6) 

417 

1.174(2.0) 

438 

1104(2.1) 

.181 

114 

321(1.8) 

102 

1104(1.6) 

411 

1248(1.8; 

398 

1.179(2.6) 

476 

114 

.121(1.8) 

102 

1.104(1.6) 

411 

1248(1.8) 

398 

1.179(2.6) 

476 

17 

115(0.7) 

37 

476(0.6) 

152 

.157(0.1) 

114 

162(0.3) 

36 

741 

178.1(10.1) 

569 

7941(9.6) 

2529 

6000(8.6) 

1911 

4198(7.8) 

1449 

211 

.144{.1.l) 

173 

2494(1.0) 

794 

2010(2.9) 

641 

1.11.1(2.9) 

529 

116 

340(1.9) 

108 

1486(1.8) 

473 

1151(1.7) 

167 

918(1.8) 

111 

146 

370(2.1) 

118 

1472(1.8) 

469 

I051(l..1) 

336 

433(0.8) 

1.10 


3876 9.196(54.5) 

161 412(2.1) 

146 3.16(2.0) 

1089 .1067(17.4) 

604 1130(8.7) 

208 .191(2 2) 

661 1487(8.4) 

639 1494(8.1) 

192 480(2.7) 

194 487(2.8) 

222 46.1(2 6) 

267 486(2 8) 

136 26ltl1) 


3019 41807(15.6) 
131 2112(2.6) 

113 1.17.1(1.9) 

978 14134(17.2) 

488 6911(8.4) 

126 19.16(2 4) 

474 7827(9.5) 

476 7128(8.9) 

111 2.15.1(2.9) 

111 2282(2.8) 

148 2406(2.9) 

111 2.125(1.1) 

81 I27.KI_1) 


38221(.14.8) 12186 307.12(57.3) 10618 

179.1(2.6) 172 2112(4.7) 867 

1436(2.1) 418 1188(2.2) 410 

12112(18.0) .1995 8897(16.6) .3072 

4821(6.9) 1537 39ll(7..1) 1330 

133.1(1.9) 426 1079(2.0) 373 

6173(8.9) 1968 3156(9.6) 1780 

6166(8.8) 1966 4964(9.2) 1714 

2080(3.0) 663 1622(3.0) 560 

2004(2,9) 6.19 L1»9(2.9) .142 

1817(2.7) .192 l.146<2.9) .134 

1866(2.7) .195 1192(2.2) 412 

952(1.4) 303 613(1 I) 212 


. , . 22114(100.0) 7170 17604(100.0) 1612 82318(100.0) 26213 69749il0o!o) 22237 33688(100.0) 14537 

(Figuies m Iwackets are percentages lo total) > iwji 


Nuitr. (I) Superscript numeral denotes month to which figure relates, e g. supenicript * stands for September (ill Plgunis ih hradrms m 
vonatioiis over uie period specified or over the coinparahle period of the previous yeftr. - means nor avidbdite. 
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ASHOK LEYLAND 

Expanding Range 

ASHOK LEYLAND (ALL), a Hinduja 
group company, closed its financial year 
ended March 1995 with a turnover of 
Rs 1,334 crorc, up by 26 per cent over 
Rs 1.059crorc recorded in the previous year. 
Net profit has been more than doubled from 
Rs 35 crorc to Rs 71 crore. A dividend of 
35 per cent has been recommended against 
27 percent in the previous year. For the ihird 
year m succession a zero lax provision was 
made by the company. 

On the export front the company .sold 
1.739 vehicles for Rs 131.8 crorc. Exports 
came down by 6 per cent, the reason being 
a decline in exports to Iran. Imports on the 
other hand grew by a whopping 374 percent. 
ALL is targeting a Rs 200 crore export 
turnover for this li.scal year 

The company has four plants in Ennore. 
Hosur. Alwar. and Bhandara The Ixyl'and 
.senes of vehicles. Viking and Comet, along 
with Lcyland engines arc manutaclured in 
the Ennore facility. The company plans to 
modernise the Ennore facility. Hosur has 
two plants. Hosur I produces Hino and I veco 
engines and heavy duty multi-axle vehicles 
like Tusker and Taurus The second plant 
manufactures the Cargo senes of I va’o vehicles 
The Bhandara unit makes transmission 
systems like gear boxes and h.is an assembly 
line for I^cyland vehicles The Alwar unit has 
a small assembly line for Leyland vehicles. 

ALL introduced the Cargo range of 
intermediate commercial vehicles (ICV) 
modelled on Iveco's Eunwargo, made with 
Iveco technology, in October 1994, and in 
the six-month penod ending March 1995 
sold I ,QOO vehicles. The cargo vehicles have 
a capacity of 4 to 7.50 tonnes, which is more 
;han that of a light commercial vehicle. The 
company’s strategy has been to slot a vehicle 
in every segment. While its traditional 
strengths have been tn medium commercial 
vehicles of 16 to 20 tonnes capacity and in 
heavy duty vehicles of 25 tonnes and 
above range, it decided that the product 
range lacked a vehicle in the lower capacity 
segment, leading to the birth of the Cargo. 
The company ha.s received orders for the 
vehicles from countries such as Kenya. 
Vietnam and South Africa. 

The company at present has a 29 per cent 
share of the market against the 71 per cent 
of Telco. Telco is a strong competitor in the 
northern markets where ALL does not have 
much of a presence. To strengthen its 
position in the northern markets it is 
necessary for the company to enhance its 
dealer arid service networks 

Total sales of the company were 30.410 
m 1994-95. an increase oi 26 per cent over, 
the previous years. Sidc.s dl industrial and * 


marine engines were 5,258 units, less by 
400 over the previous year. ALL'S Lcyland 
engines tind uses in industrial (gensets) and 
marine applications. In the marine engine 
segment there is not much competition to 
Lcyland engines. The company has been 
exporting engines mainly to Iran. The 
company is .slowly phasing out the l.eyland 
engines tor vehicles, replacing them with 
Hino and Iveco engines. Sale of parts at Rs 
159.6 crorc registered an increase of 13 per 
cent over the previous year. 

The company has planned investments of 
about Rs I.Ofio crore for upgrading and 
increasing capacity in phases that would see 
It increasing ns market share to 40 per cent 
in the next five years. The first phase was 
complete with the commissioning of the 
second plant at Hosur for which the company 
spent about Rs 1 .')00 crore. An investment 
of about Rs 5(X) crore has been planned for 
the second phase over the next five years. 
The money for these expansions will come 
from internal accruals apart from the 
proceeds of the Euro issue that the company 
made in March 1995. 10,77 million GDRs 
were issued by the company at $ 12.79 per 
GDR. each to be converted into three equity 
shares The issue fetched Rs 436 crore. 

ALL has promoted Ashok Leyland Fi6 .nee 
(ALF) primarily to provide hire purchase 
finance to transport operators for buying 
commercial vehicles It is also involved in 
equipmeni leasing The company is scouting 
for partners to .set up a joint venture in Sri 
Lanka. ALF’s associate company Ashok 
Leyland InvestmentScrvices(ALISL) looks 
alter the investment and merchant banking 
activities 

Ashok Ley land isconsidcring a tic up with 
Renault ol f-rance for a car project, amidst 
speculations that the company would partner 
Fiat. The tie up of Fiat with Premier 
Automobiles for the Uno model led the 
company to consider Renault of France. The 
joint venture would be for the manufacture 
of passenger cars. Preliminary discussions 
also held with Renault in the areas of auto 
components and multi fuel engines. 

MOTOR INDUSTRIES 

New Products 

Motor Industries Company (MICO) is 
India's leading manulacturcr of fuel 
injection equipment, spark plugs and 
clectnc power tools for the automotive in¬ 
dustry for over four decades. The company 
also trades in an assonment of auto com¬ 
ponents. It also manufactures most of the 
components requited fur fuel injection 
pumps such as elemeni.v, delivery valves 
and no//le,s. 

A satislactory perlormanee by the company 
in 1994 was aided by the upswing in >hc 


automobile industry.The company regist¬ 
ered a sales turnover of Rs 646 crorc for (he 
year ended December 1994, up by 15 per 
cent from Rs 563 in the previous year. ’The 
company recorded a net profit of Rs 37 crore, 
up by 50 per cent from Rs 25 crore in the 
previous year. Net profit would have been 
higher were it not foron increased tax provision 
which rose by 65 per cent from Rs 29 crorc 
to Rs 47 crorc. A dividend of 20 per cent has 
been recommended by the directors as against 
8 per cent in the previous year 

Performance on the export front was 
satisfactory. Exports registered a growth of 
26 per cent. A corresponding rise was seen 
in imports of raw materials, components and 
spare parts and capital goods which moved 
up by 59 per cent. There was a net foreign 
exchange outflow of Rs 12 crore. 

The company plans to enter the domestic 
market with a new rangeof hi-tech autonxdtile 
products, petrol injection devices and anytime 
skid brak ing equipment. According to MICO 
chairman. Hermann Eisele, “the petrol 
injection devices will not only increase fuel 
efficiency but it would also bring down the 
emission level". Discussions are on with 
present and future car manufacturers to 
introduce these anctllarics in their vehicles. 
Though the company has .set itself an expotl 
target of 15 per cent for the current year, it 
would be touching only 12 per cent, the 
reason being the higher demand for the 
products in the domestic markets. 

The company is in the process 
establishing a manufacturing centre at Barou' 
for producing components.t|or fuel injection 
pumps at an estimated cost of Rs 100 crore. 
MICO’sGerman collaborator, Bosch, which 
holds 51 per cent of the company's equity, 
manufactures a wide range of products and 
thus technology for several products was 
available with the company. 

KESORAM INDUSTRIES 

Out of the Red 

Kesoram Industries, a B K Birla group 
company with diversified interests, has made 
a remarkable turnaround by coming out of 
the red and posting a net profit of Rs 21 
crore for the year ended March 1995, after 
sustaining a lossof Rs 6 crorc in the previous 
year. Net sales were up fiom Rs 613 crore 
to Rs 622 crore. Gross profit sKkxI at Rs 55 
crorc. up from Rs 27 crorc in the previous 
year. A dividend of 15 per cent has been 
recommended by the directors against 10 
per cent given last year 

The performance ol the textile section was 
not very .sati.slactory as a result of a 
combination ol a variety ol taciors There 
was an unprecedentud rise in cotton prices 
which the company was n<>i (idly able to pass 
on to consumers. The re.suli was that the 
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Financial Indicators 

Aibok 

—l^Edug— 
Murch March 
1995 1994 

Motor 

Imlwtrtw_ 

Dec Dec 

1994 1993 

Keeoran 

199S 1994 

Incomc/appropiiations 

1 Net sales 

133416 105896 

64557 

56325 

62173 

61318 

2 Value of production 

134204 104305 

65044 

56299 

57781 

62625 

3 Other Income 

2138 

4674 

1979 

1620 

742 

1458 

4 Total income 

136362 108979 

67023 

57919 

S8523 

64083 

t Raw inaicrials/Stores and 

spares consumed 

93222 

69933 

24038 

18671 

26294 

28618 

6 Other manufacturing expenses 

8760 

7419 

4229 

yin 

9427 

9385 

7 Remuneration to employees 

11324 

9345 

13219 

12113 

5281 

4883 

8 Other expenses 

10093 

9082 

8900 

103.59 

7099 

12683 

9 Optratmg profit 

12963 

13200 

16637 

12999 

10422 

8SI4 

lO Interest 

2521 

6415 

911 

1204 

6802 

7701 

11 Crosr profit 

10977 

6815 

15954 

11927 

5496 

2730 

12 Depreciation 

.3918 

3281 

6772 

.5941 

3349 

3328 

11 Profit before tax 

7059 

3534 

8389 

5312 

2147 

-598 

14 Tax provision 

0 

0 

4700 

2850 

0 

0 

1.3 Profit pfter tax 

7059 

3334 

3689 

2462 

2147 

-598 

16 Dividends 

2951 

1943 

761 

685 

245 

244 

17 Retained prorn 

4108 

1.591 

2928 

1777 

1902 

-842 

Llabtlillcs/asscts 

18 Paid-up capital 

11893 

7800 

3805 

3805 

2910 

2401 

19 Reserves and surplus 

85.504 

.39175 

14749 

11821 

11113 

9472 

20 Long lei in loans 

42969 

4.3900 

6311 

5369 

29040 

31514 

21 Short term loans 

*6142 

93.55 

6 

8 

6860 

122.56 

2? Of which bank borrowings 

4453 

817 

0 

0 

4959 

9044 

2.3 Gross fixed assets 

85360 

57096 

50794 

43360 

56556 

.54329 

34 Accumulated depreciation 

26321 

22448 

36183 

30012 

23800 

20525 

2.3 Invcntoncs 

30419 

25410 

7964 

4914 

6948 

12127 

26 Total assels/liabililies 

194418128377 

43041 

32548 

57466 

69027 

Miscellaneous items 

27 F.xcisc duly 

17913 

12234 

8242 

5554 

13243 

14172 

28 Gross value added 

25211 

19256 

28496 

24195 

18929 

16968 

29 Total foreign exchange income 

13941 

15474 

7903 

6274 

4185 

4341 

.30 Total fomign exchange outgo 

19846 

4623 

9116 

.5579 

4006 

4503 

Key financial and performance ratios 
.31 Turnover ratio 

(sales'lo lot.'il assets) (%) 

68.6 

82.5 

150.0 

173.1 

108.2 

88.8 

32 Sales to total net assets (%) 

85 2 

105.7 

259.6 

2682 

124.5 

110.2 

33 Gross value added to 

gross fixed assets (%) 

29.5 

33 7 

56 1 

55.8 

33.5 

31.2 

34 Return on investment 

(gross profit to total assets) (%) 

56 

5.3 

37.1 

36.6 

9.6 

4.0 

3.S Cross profit to sales 

(gross margin) (%) 

8.2 

6.4 

24.7 

21.2 

8.8 

4,5 

36 Operating profit to sales (%) 

9,7 

12.5 

25.8 

23.1 

16.8 

13.9 

37 I’rorilbeforctaxiosalos(Sf-) 

5.3 

33 

13.0 

9.4 

3.5 

-1.0 

.38 Tax provision to 

profit belore lax (‘X) 

00 

0,0 

56.0 

53.7 

0.0 

0.0 

.39 l^ornafterlaxtonctworth 

(return on equity) (%) 

7.2 

7.5 

19.9 

15.8 

15.3 

-5.0 

4(1 Dividend (K) 

35 0 

27 0 

20.0 

8.0 

15.0 

10.0 

41 Earning (K-r share (Ksi 

59 

4.5 

97.0 

64.7 

8.6 

-3.3 

42 Book s'aluc per share (Rs) 

81.9 

60 2 

487.6 

4107 

54,3 

57.3 

4* P/E raiiut bused nil latest and 
corresponding last year’s price) 

(adjusted for revaluation) (%) 

21.2 

SI.O 

62.9 

64.9 

8.5 

-61.2 

44 Debt-equity ratio (adjusted for 

revaluation) (%) 

44.1 

93.5 

34.0 

34.4 

207.1 

265.4 

43 Short lemibank borrowings 

to inventories {%} 

14.6 

3.2 

0.0 

0.0 

71.4 

74.6 

46 Sundry creditors to 

sundry debtors (%) 

53.1 

60.7 

159.3 

114.1 

86.8 

65.1 

47 Total remuneration to employees 

to gross value added (%) 

44.9 

48.5 

46.4 

50.1 

27.9 

28.8 

48 Total remuneration to employees 

to value of production (9b) 

8.4 

9.0 

20.3 

21.5 

9.1 

7.8 

49 Cross fixed assets formation (%) 

49.5 

9.3 

17.1 

-- 

4.1 

2.3 

30 Growth in invemunes (9b) 

19.71 

-292 

6xn 

- 

-4Z7I 

-3J< 


.vaWetiet. lilt coti^i^ liiiiw^ 
modernitatiot) ohhe stitming (UviaiMi fat • 
small way. 

The rayon and transparent paper division 
pefformed satisfactorily with improvement 
in profitability, production and quality. The 
processor convertingconventional spinning 
machines to improved tube spinning is 
continuing and a further improvement in 
the quality of rayon yam is expected. The 
cost of production increased as a result of 
increase in the price of raw materials, viz, 
pulp, caustic soda and sulphur. 

lite performance of the spun pipe section 
was sMisfactory on account of improved 
availability of pig iron, the main raw material. 
Diversification of product range and 
concentration on sales to new projects have 
led to improved performance of the refractory 
section. 

Incmse in demand of cement by the pri vale 
sector pushed up cement production in the 
country by 8 per cent in 1994-95. The 
company's two cement units Kesoram 
Cement and VasavadaitaCement, performed 
satisfactorily. The energy reducing measures 
brought down average power consumption 
to 96 units per tonne of cement from 104 
units in 1993-94, perhaps'the lowest in the 
country for a plant of this capacity. The 
company proposes to expand cement capacity 
by 6.86 lakh tonnes per annum, with orders 
for the main equipment have been placed 
with Krupp Industries India and Krupp 
Polysius of Germany. The new plant is 
expected to be commissioned by the first 
quarter of 1997 at an estimated project cost 
of Rs23l crore. Modernisation ofthe existing 
plants is also on the anvil at an estimated 
cost of Rs 50 crore. 

Birla Tyres, run byaconsortium, in which 
the company has a 20 per cent stake, 
performed satisfactorily with a significant 
improvement in production and product 
quality. Prices of tyres could not keep pace 
with increases in prices of raw materials, 
power and chemicals. Birla Tyres was 
accredited with the ISO 9001 cettificMion 
for its quality management system. 

The company’s subsidiaries, Bharat 
General and Textile Industries and KICM 
Investment, performed to satiidaction. The 
extraction division at Malkapur of Bharat 
General and Textile Industries exported 
groundiHit extractirm worth Rs 145 lakh. 
Deoiled meals of soyabean and other cakes 
which brought in Rs517 lakhin theprevious 
year could not contribute to export earnings 
for the year under ivview because of high 
prices coupled with the poor availability of 
soyabean seeds on account of lower crop 
production in Madhya Pra^h. 

ExpotU were around 7 per cent of the 
company's sales. The company penetrated 
the markeu of Australiat while continuing 
export of paper to neighbouring couiNries 
like Banglac^ and Sri Lanka. Exports to 
the US were 40 per cent of total exports. 


Economic aqd PpMicti Weidllg ..^SepUMiM; 
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RBI to Government’s Rescue 


The government‘s avowed objective of keeping the monetised deficit under 
check notwithstanding, the market’s lukewarm response to its Arrowing 
programme has pushed it into overwhelming dependence on the RBI. 
Phenomenal levels of monetised dificit have been the result. 


, Secondary Expansion in Liquidity 

THE easy liquidity position noticed since the 
middleof July reinforced itselfduringAugust. 
This was as much on account of the lagged 
effect of the reserve money growth induced 
by the government's recourse to ad hoc- 
treasury bills and other forms of monetised 
deficit as it was on account of the maturity 
of 364-day treasury bills of almost Rs 6,000 
crore in three tranches of approximately 
Rs 2,000croreeach over the month on August 
4 and 18 and September I. After a tight spell 
for almost six months since February, the 
sudden flush of liquidity has been quite 
revealing. Between June 23 and August 18, 
aggregate deposits of scheduled commercial 
banks expanded by Rs 10,493 ciore against 
a rise of Rs 7,671 crore in the corresponding 
period last year. Last year the principal source 
of bank deposit expansion was the sizeable 
foreign exchange accrual, whereas this year 
it has made a distinct negative contribution. 
Since the beginning of the current fiscal year 
and up to September I, foreign exchange 
a.ssets (excluding gold) have declined by 
Rs S,31S crore whereas in the corresponding 
period last year there was a rise of as much 
as Rs 7,750 crore; the loss of reserves began 
to be reflected in the pressure on the exchange 
rateoftherupee. It is the rapid and phenomenal 
risein net RBIcredit to the ceittral government 
during the first quarter of this financial year 
-Rs 12,999crore against Rs 1,707 crore last 
year - that seems to have given rise to 
secondary expansion in bank deposits during 
the subsequent period. Within two months 
since June, expansion in broad money (M,) 
has been an unprecedented amount of 
Rs 10,170 crore as compared with Rs 6,260 
crore last year. 

Despite the authorities’ avowed objective 
of eschewing monetised deficit, such large 
dependence on the RBI has been necessitated 
by the market’s lukewarm response so fai 
this year for the government’s borrowing 
programme. Hiegovemment has so far raised 
only Rs 11,753 crore out of the total gross 
borrowing programme of Rs 41,000 crore. 
By August last year, the government had 
raised as much as near Rs 20,000 crore. As 
a result, the government has not been able 
to reduce its dependence on. ad hoc TBs 
bdow the liimt iH, though in the month of 


August there has been some downward trend. 
Alternatively, the centre’s budget deficit as 
well as monetised deficit has touched 
phenomenal figures as shown in Table 1. 

The presence of excess liquidity with the 
banking system is partly seasonal, reflective 
of the return How of funds during the lean 
.se.ison Gencrally.thedemandforbankcredit 
slackens during the period but this year due 
to high tempo ot activity in the industrial 
sector, non-food credit expansion has been 
Rs 5,104 crore between June 23 and August 
18 again.st only Rs 2,666 crore in the 
comparable period of the previous year. 
Despite such high level of credit expansion, 
schooled com mercial banks have been able 
to make additional investment in government 
securities worth Rs 3,I67 crore during the 
period against only Rs 1.537 crore in the 
comparable period last year - yet another 
sign of easy liquidity (sec Table 2). 

II 

Government Borrowings 

Dated Securities 

The government continued to focus on 
raising ‘other medium- and long-term loans’ 
during August, there were two fresh issues 
of Rs 2,0(X) crore each through auctions 
during the month: a three-year paper in mid- 
August and a two-year paper at the end of 
August 

Since the beginning of this fiscal year, the 
government had raised money through several 
long-term papers ranging from 7 to 10 years 
with unprecedentedly high yield rates of 
13.75 percent to 14 per cent per annum. The 
Reserve Bank had come under sharp criticism 
for locking the govemmcrit into long-term 
paper at a high cost. Given the liquidity strain 
and uncertainty on the interest rate front, the 
market had been cautious towards investing 
in such long-term assets. Moreover, the net 
borrowing programme of the government 


Sldhocs 16,660 I6J06S 

Budget deficit 18,954 

Mooctisedddlcit 20383 20923 



throu^ the conventional route liad already 
been completed in June. Hie Reserve Bank 
has thus focused on rairing funds for the 
government through short-term paper since 
then. 

As there were nearly Rs6,00Q crore werth 
of 364-day TBs maturing in August, the 
market expectedaconversion announcement 
in the beginning of the month. The Reserve 
Bank, however, chose to approach the market 
directly with a three-year and a two-year 
papers. Both the papers received emhusiastic 
m^et responses with oversubscriptions. The 
cut-off yields allowed an the three-year paper 
at 13.65 per cent and the two-year paper at 
13.50 per cent, were decidedly high for such 
short-term papers and even higher than the 
market expectations. Last year a three-year 
paper was accorded 11 percent yield and this 
year as late as on July 10 a two-year paper 
fetched 13.25 percent; thesewereconversion 
offers and hence the rates wereslightly higher 
than usual even at that time. This clearly 
indicated theimpactofthe massive borrowing 
programme of the government, the fiscal 
strain and the authorities’ anxiety to fulfil the 
programme this year. 

The Reserve Bank announced the three- 
year paper for a notified amount of Rs 2,000 
crore on August 8 with the auction to be held 
on August 17. The improvement in market 
conditions by then, as also reasonably short 
tenureof the paper and the availability of repo 
facility,help^ to attract substantia] investmoit 
for the security.. The Reserve Bank received 
Rs 3,666.88 crore through 248 bids, out of 
which it accepted Rs 2,000 crore in 179 bids 
at a cut-off rate of 13.65 per cent. 

The available indications in the market 
were pointing towards a declining trend of 
interest rates with cut-oB’ rate on both, the 
91 -day and 364-day TBs mov'ngdownwards. 
In fact, just on the day before the auction of 
dated paper, the Reserve Bank had rejected 
a large number of bids received in 3^day 
TBs and kept the yield low at 12.90 percent. 
It had accepted Rs 24 crore and rejected 
Rs 711.70 crore. 

Earlier, the government had of feted 14 per 
cem on a 10-year paper, 13.85 per cent on 
a five-year paper (zero coupon bond) and 
13.25 percent on two-year paper during this 
financial year. As such, the market had at best 
expected a cut-off rate of 13.50 per cent for 
a three-year paper. The option exercised by 
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the authorities to settle the cut-off yield at the 
higher end ot this inidrcst rate hand retlectcd 
the pressure on government finances, 
particularly in the context of the runaway 
recourse to ad hiK TBs. 

There is another source of surpnsc at the 
cut-off rate given by the Reserve Bank. Of 
the 179 bids which were accepted, 31 bids 
at the cut-off yield were partially accepted. 
This meant that as many as 148 bids were 
at lower yields than the cut-off yield of 13 65 
percent (though (he amount involved is not 
known). It was. therefore, not as though there 
was no scope for sending appropriate signals 
to the market on reducing yield rates in the 
context of the lean season liquidity case. The 
issue also synchronised with two maturing 
dates ol 364-day TBs - Rs 2.120 crorc on 
August 4 and Rs 2.220 crorc on August 18. 

A fortnight later the government once again 
came to the market. On August 24, the 
Reserve Bank announced the auction of two- 
year paper also with a notified amount of 
Rs 2.000 crore. To be held on August 31, 


thisauction.liketheearlicr one. was scheduled 
between two maturing dates of364-day TBs 
- Rs 2,220 crorc on August 18 and Rs 1,900 
crore on September I. There was reason to 
expect good support lor this paper at a 
reasonable yield. TTic Reserve Bank rceei ved 
Rs 2,714 86 crorc in 203 bids. Out of these. 
It accepted Rs 2,(XX) crore in 154 bids at a 
cut-off yield ol 13.50 per cent; 39 bids at 
the cut-off yield were partially accepted. 

364-da): Treasury Bills 

The government raised as much as 
Rs 1.023.25 crorc through three auctions of 
this paper during August. The auctions, 
significantly, were generally held each time 
a day prior to the auctions of dated securities. 
The first auction held on August 2 was an 
exceptional one which attracteda subscription 
of Rs 834 crore at a cut-off yield of 13.16 
per cent, the same as given in the mid-July 
auction, in the subsequent two auctions the 
Re.serve Bank accepted only Rs 24 crorc and 
Rs 165.25 crorc. respectively, and bought 


points iii both the issues as compared 
the yield of 13.16 per cent given in July and 
early August. 

Although weak compared to the market 
response to this paper during comparable 
period last year - the government had raised 
Rs 6.240 crore at an average yield of 9.54 
per cent during August last year (Table 3) 
- the response to this paper during August 
this year has been better when compared with 
the response of the preceding eight months. 

9/-day Treasury Bills 

In the four auctions held of 91-day TBs 
during August, Rs 2,(X)0 crore were raised, 
of which only Rs 73 crore devolved on the 
RBI (Table 4): in July as much as Rs 761 
crore devolved upon on the central bank. In 
August there have been .some reductions in 
the cut-off yield rates from 12.97-12.71 per 
cent in July to 12.67-12.58 per cent. 
Interestingly, the amounts bid under the four 
91 -day TB auct ions aggregated over Rs 4.4(X) 
crorc. almost equal amounts coming from 
competitive (Rs 2,148 crore) and non¬ 
competitive (Rs 2,255 crore) bidders. 
Likewise, (heir actual subscriptions accepted 
were Rs 927 crore add Rs 1,000 crore, 
resfieclively. With the maturing of over Rs 
6,000crorc worthof364-day TBs and unof her 
Rs 4,000 crore worth of two government 
securities by mid-October, the market will 
surely need more of short-term paper. 

Stickiness in Downward Revision of Interest 
Rates 

Overall, the discount rates offered on TBs 
and yield rates on dated securities continue 
to be relatively htgh. Against an annual inflation 
rate of about 9 per cent, the 364-day and 91 - 
day TBs have been fetching yield rates of 
13.16-12.87 per cent and 12.67-12.58 per 
cent, respectively, thus suggesting real rales 
of 3.50 to 4 percentage points which appear 
prohibitively high for such slK)rt-lcrm papers. 
With the yield rates ruling at 13.75 to 14 per 
cent on dated the securities . real rates also 
would work out toabout 4.5 percent. Secondly, 
the yield rales on government paper were 


Tabu 2; A Few Matbo Financial Inwcatobs: Variations 


(Runes, cmml 


Increse 

Dunmg 

M. 

Total 

RM__ 

Currency 
in Circulation 

Key .Sources of RM 
Net RBI RBI Credit 
Credit to to Banks 
dieCenue 

Foreign 

Exchange 

Reserves 

(Excluding 

Gold) 

Other 
Deposits 
with RBI 

Scheduled Commercial Banks 
Aggregate Bank invesunent 
Deposits Credit in Govt 

(Non-food) Securities 

1994-95 

March 31.1994 
aniJJunc24.1994 

5488 

8978 

8686 

1707 

678 

3183 

1622 

-2226 


11228 

June 24.1994 
and August 19. 1994 

6260 

.3.341 

-2642 

-5467 

.3832 

4551 

-85.3 

7671 

2666 

1537 

1995 9fi 

March.31.1995 
and June 2.3.1995 

2922 

9217 

10171 

12999 

-1520 

4303 

3634 

-12219 

•6725 

1996 

June 2.3.1995 
and August fg, 1995 

10170 

-14.37 

-2794 

1257 

-2910 

6 

411 

IO«93 

5104 

3167 


2288 


Economic and pDliiioil 




' Oram ftrAuMMuste Dau-v 6-M0iimi Fc^waw Premia’m pERc’eNTAon' ' 
MR THE US Dollar in the Domeetit Inter-Bank Market 



Working Days 


' GramC: yirjj)'CuRVisnM364-DAy'niiatttvBh4J( Ai^ 
CX)1 SeciiRrno - Wekihteo AvERACM^TtiR Amouet. 1995 


Daied Securities (Last matunty In 20051 




; / 

!!(- 1 

I 


Period to malurtty in ascending order 


Graph D’ Yield Curvps For 364-Dav TsfASURV Biii s ami D\th) 
SH URIIIES - WniiHItB AvERAC.E 

FOR THE Last Wefk Enofo Al'iiiisT 25. 1995 


Graph E: Vielh Ci rs f for t64-DAY Trfasi.ry Bii i s am> Da ih> 
GOI SFCi'Ririi s Ci>MmYi 0 A Sini.if Day in im Month 
» iln Mavimi XI Transai tions (Aiii.ost25. 1995) 


) b j- 564-Day Trca.sury Bills 
(Last maturity in Aug 02.96^ 

i 




/' 

/ 


I 

/ 


2 "I 

s> 

> 

10 i 1- 

'Oi 

O.b i- 


I I 



9 L 


PeruHl III inaiunis in ascending order 


Period lo maturity in ascending order 


pushed up very rapidly dtiniig the past one 
year Irom about H tt>9percent toihehighest 
rate of 12.97 per cent tn the i ase ol 9 1 -day 
TBs and from 9 to 10 per cent to over 13 
per ecm in the ease ol .564-day TBs, The 
weighted average ol rates of interest on 
government securities has shot up from 11 90 
percent in 1994-95 to 1.5.70 per cent during 
the current year so far. Rut. in the current 
situation, when the inflation rate has rexoded 
from the last years' Icvdsand hashcen ruling 
below twn-i^git now for some period, and 
when the slack season liquidity castnesv is 


quite distinct, the reductions clleciL'd in the 
di.scoiini rates on TBs or in the yield rates 
on d.itcil securities are indeed niggardly 

Open Market Operations 

The Resersc Bank mopped up Rs 410 
crorc through its open market operations 
during August. However, it h.id to purchase 
Rs .56cTOre worth .securities iromib^arkcl 
The net OMOs thus w ere w ori h Rs 374 crorc 
The price list ih.u the Reverse Bank of India 
issues for Its open market o(K‘r.iiions have no 
loii^ lematneda nuxe instmnicntiotnttucncc 


liquidity in Ihe market. they also seem lo have 
been surrogating as indicators ol iniercsi rates 
mi ivenwni m the government securities iiuirkei. 

Ill 

New ls.5ues of other Money 
Market instnitncnLs 

C'ertifteutes of Deposit 

Though Ihe sLXondars market activities tor 
CDs were al most dormant. l he pri mary ni.irkci 
was hri.slling with hcciic placements ol CDs. 
mostly hy rinancial in.siitutions with high 



:2«‘) 


lending taigets who were unaMe to raise 
resources through regular bond issues. As 
a result, the beginning of the month saw 
firming up of CD rates to around I6.S per 
cent. However, they fell to around 14.S per 
cent in sympathy with downward movement 
of call money rates. Earlier, the interest rates 
offered on CDs issued by (he Hnancial 
institutions went up to a range of 13-15.75 
per cent in July 1^5 from 11 per cent in 
March 1994. Theoutstanding amount of CDs 
issued by the financial institutions as on 
July 7,1W5 was Rs 2,959 crore, roughly the 
same as it was in March 1995, but those 
issued by the scheduled commercial banks 
as on June 9.1995 showed a rapid rise from 
Rs 5.571 crore in March 1994 to Rs 8.017 
crore in March 1995 and further to Rs 11.214 
crore in June 1995 (equivalent to 3.2 percent 
of aggregate deposits). With the easing of 
liquidity during July-August, banks have not 
been active in the CD market. 

Commercial Paper 

The activities in the CP market, both primary 
and secondary, have started picking up 
substantially. NewCPs worth of about Rs 406 
crore were marked for floatation in August 
the largest being Rs 300 crore issued by SBI 
Capital Markets. The primary CPratcs moved 


downward from I4.5percentatthebeginning 
of the month to 13.5 per eent in mid-August 
before stabilising in the range of 13.75-14 
per cent reflectingeasy liquidity in (he market. 
The peak level of outstanding of CP had once 
reached Rs 4,511 crore as on August 31. 
1994but following the withdrawal in October 
1994of standby arrangement facility to banks 
in their cash credit limits for large borrowers 
and the stringent money market conditions, 
(he CP outstandings dropped to Rs 581.50 
crore as on July 31, 1995. 

PSU Bonds 

Major PSUs are likely to raise Rs 6,(X)0 
crore from the market in the next couple of 
months at high rates of interest. With the 
successful oversubscription for the SCICl's 
Rs 125 crore bond issue and improved money 
market liquidity, primary issues of PSU bonds 
received an impetus. While Power Grid 
Corporation succes.sfully rai.sed Rs 134 crore 
from (he market in August, Steel Authority 
of India’s issue worth Rs 400 crore was in 
the market with confidence that it will be 
oversubscribed like the Power Grid's and 
SCICl's. PowerGrid issued a rive-year paper 
at 16.25 per cent with exit option at three 
years. The Tourism Finance Corporation of 
India has issued bonds to private sector 


provident fim^ at a ctHipon rate pN 

cent; (hey have already subscribed to bonds 
worth Rs23.29crore. These bonds are payable 
annually and redeemable at par after five 
years but they carry a put and call option at 
the end of three years. 

The Indian Railways Finance Corporation 
(IRFC) was planning to privately place an 
issue of Rs 290 crore at a tax-free coupon 
rate of 10.5 per cent. The National Hydro- 
Electric Corporation (10-year tax-free bond 
of Rs 200 crore at 10.5 percent). Mahanagar 
Telephone Nigam (MTNL) (Rs 284 crore at 
16.5 per cent), and Rural Electrification 
Coiporation (REC) were also reported to 
have firmed up plans to launch their debt 
offerings. The returns offered by them are 
as high as 16.25-16.50 per cent. It was, 
therefore, not surpnsing (hat MTNL’s effort 
to place Its debt issue at 15 per cent initially 
had failed. 

IFCI (Rs 200 crore with a five-year 
instrument offering 15.5 per cent) and ICICI 
were also on the vergeof launching theirdebt 
issues. It was reported that given theexpensive 
returns for private placement, many PSUs 
were also considering making public offers. 
ICICI was planning a public issue of non- 
convertible debentures worth Rs 500 crore 
with an option to retain oversubscription up 
to Rs 500 crore at a rate of return of 15.5 
percent. Dena Bank is seriously considering 
the option of tapping the bonds market with 
an issue in order to meet its capital adequacy 
requirements. SBI is planning to float long¬ 
term bonds to fund its new thrust area - 
project financing; the aim •$ to access long¬ 
term resources to be deployed in the 
infrastructure portfolio which will be long¬ 
term assets and avoid the maturity mismatch. 

Interestingly, for the first time the RBI 
allowed NRI andoverseascommercial bodies 
(OCB) investments in bonds. This is for the 
first time that such foreign investments have 


Tails 3; Auttions or 364 -Day Tusasuiy Bills 

(Amount in rupees, crore) 


Date of 

BidsTendered 

Bids Accepted 

Cut-off 

Cut-off 

Auction 


Face Value 
<Amount> 


Face Value 
(Amount) 

Price 

(Rupees) 

Yield Rale 
(Per Cent) 

1994 

August 3 

113 

3888.00 

48 

2120.00 

91.15 

971 

August 17 

165 

4028.00 

21 

2220.00 

91 32 

9.51 

Augusts 1 

150 

2803.64 

81 

190050 

91.40 

9.41 

1995 

August 2 

66 

844.00 

65 

834.00 

88..37 

13.16 

August 16 

56 

735.70 

1 

24.00 

88.60 

12.87 

August 30 

33 

.335.75 

6 

165.25 

88.60 

12.87 


Tails 4.AiimoN5 or 91-Day Tieasuiy Bius 

(Amount in rupees, crore) 


Date of 

Auction 

Notified 

Amount 

(Rupees) 

Bids Tendered 

Bids Accepted 

Subscription 
Devolved 
on RBI 
(Amount) 

Cut-off Cut-off 
Price in Yield Rate 
(Rupees) (PtrCcnt) 

Amount Outstanding (R upees)' 

•^lo 

Face Value 
(Amoimt) 


Face Value 
(Amount) 

Total 

wiar^ 

RBI 

Outside 

RBI 

1994 












August 5 

250 

69 

158825 

6 

250 

0.00 

97.98 

825 

3250.00 

1082.80 

216720 

August 12 

500 

81 

178150 

22 

450 

OjOO 

98.04 

800 

325000 

78280 

246720 



(1) 

(50) 

(1) 

(50) 







August 19 

500 

43 

862 

30 

480 

Ott) 

98.04 

800 

.345000 

571.00 

287900 



(1) 

(20) 

(1) 

(20) 







August 26 

500 

33 

535 

27 

490 

0.00 

9802 

8.08 

375000 

529.00 

.322100 



(1) 

(10) 

(1) 

(10) 







1995 












August 4 

500 

71 

849.08 

47 

399.775 

0.00 

%.93 

12.67 

6250.00 

2Q(p.OO 

4247.00 



(3) 

(325) 

(3) 

(100.225) 







August 11 

500 

48 

.381.09 

21 

126.89 

73.11 

%.93 

12.67 

6500.00 

200300 

449700 



(2) 

(300) 

(2) 

(300) 







August 18 

500 

44 

50451 

21 

293.62 

0.00 

96.94 

1163 

6500.00 

1771.11 

4228.89 



(4) 

(440) 

(4) 

(206.38) 







August 25 

500 

SO 

4I4.IS 

30 

106.955 

0.00 

96.95 

1258 

6500.00 

1771.11 

4328.89 

O 


( 6 ) 

(1190.0) 

( 6 ) 

(39305) 








Figures in brackets represent nombei^and amounu of non-competitive bids which are not included in the total. 
9 Outstanding amounu are estimated for ail weeks of August I99S. 




(leM M deM intrw^ 

die RBI hu tfwdfied that the MioiiM raM 
from foifeign invesim will not Unm part of 
exionai commercial borrowings, impimakms 
of this decision on the external debt would 
be certainly worth watching. 

Interestingly.soinePSUshaveaisodecided 
to follow the bid process in raising money. 
NHPC was planning to raise Rs 400 crore 
in September through two instruments. One 
would be tax-fiee bond aggreg^ing Rs 200 
crore and another Rs 200 crore would be 
raised by inviting bids from investors. IRFC 
too would tap the mailcet for raising Rs 290 
crore through the bid process. 

Other New Instruments 

Meanwhile, many loss-making state 
electricity boards (SEBs) were phmning to 
adopt a novel method of selling their 
dqx^atkxi. SEBs in Andhra Pradesh, Madhya 
Pradesh, Rajasthan, Punjab and Himachal 
Pradesh were planning to raise Rs 723 crore 
through 100 per cent sale and lease-back 
transactions by the end of September. The 
cost of funds for these SEBs was reported 
to be ranging from 7 to 10 per cent. Since 
the loss-making SEBs do not have to pay 
income tax. they do not need depreciation and 
as such would sell their equipment to a 
finance company, get hard cash and take the 
equipment back through lease. The finance . 
company, on the other hand, would get the 
depreciation benefit and also income from 
the lease deal. Kotak Mahindra, ITC 
Bhadrachalam, Videocon Leasing, Pennar 
Paterson, Apple Finance, Ceat Financial, 
Pioneer Investment and Delhi-based WGF 
Securities, have already tied up with the SEBs 
of Andhra Pradesh, Madhya Pradesh, 
Rajasthan and Punjab. Between October 1994 
and March 31. 1993 SEBs of Rajasthan, 
Karnataka and Andhra Pradesh had raised 
Rs 330 crore through the same route. 

Citibank and HDFC were plaiming to list 
their securitised paper on the N^onal Stock 
Exchange (NSE). Both the institutions had 
secitfilised a part of their portfolios almost 


mmeyeanhgo. MdwaMencetfafeeoi^ 
n^et, however, the papers M not trade. 
Uitiiigofibese papers willotcoungetraifiog 
of this instrument in the secondary market. 

With difficult secondary market conditions 
affecting the performance of its senp which 
got listed in August, ONCC was planning to 
attach warranu with iu proposed new issue 
for raising Rs 1,000 crore. 

Kotak Mahindra was also planning to 
launch a debt issue with an exit option. The 
five-year non-convertible debenture for 
raising Rs 100 crore will offer an interest of 
17 per cent; the issue will be launched in 
October. 

ICD Market 

The inter-corporate deposit market 
continued to be haunted by the recent failure 
of one large corporate house to repay the 
ICDs of Rs 200crore. Despite easy liquidity 
in the money market, the panic in this market 
where ihe borrowings are unsecured, has 
caused the drying upofeasy money. Although 
there were reports that Shaw Wallace had 
drawn up a contingency plan to liquidate 
more than 30 per cent of Ihe company's 
unsecured debt, the market did not .teem to 
have been reassured. As a result, corporates 
are insisting on collateralising ICDs with 
liquid money market instiumenis, preferably 
with US-64 The net impact was seen in the 
firming up of ICD rates up to 17-28 per cent 
level from the earlier level of 17-24 per cent. 
This prompted some companies to borrow 
from financial institutions and banks, and 
onlend as ICDs at around 24 per cent with 
a clean spread of 6-9 per cent; the latter go 
to satisfy the capital requirements of thpse 
companies which are mostly denied credit by 
banks. And the financial mslitulions and 
banks express their inability to delect routton 
of borrowed funds for such short duration 
ICDs. Further, many companies have 
approached Ihe guvemment for increasing 
their ICD exposure iimitas they have reached 
the threshold of investing 30 per cent of their 
free re.serves and suiptuscs in subsidiaries 


lindblliercxHhphl^ll^ 
reporathatihoiidbr^biringsomeconfklence 
in this market NBPCs were rmoiting to 
convert ready-forwardi in Unit-64 to raise 
short-term liquidity 

IV 

Call Money Market 

Therates in thecall money maiket remained 
in double digits but stable ^ring most of tiw 
working days in August. (Tables 5 and 6). 
Even though the cash reserve requirements 
of banks increased following sudden 
improvement in the growth of deposits, the 
call money market was spared of any sudden 
shock and volatility due to return flow of 
food credit and government- borrowed funds. 
Further, adequate lending throughout by SBI 
and UH put a constant downward pressure 
on call rates. As a result, call rates hardly 
could penetrate the upward psychological 
barrier of 11.0 per cent during the month >- 
the rate of 11 per cent being the export credit 
refinance rote. The occasional spurts of cidi 
rates touching 11.3 per cent and 12 percent 
were occasioned by the ensuing holidays and 
ihestringency in the foreign exchange market. 
Thus. iMs level of rates despite an easing of 
the liquidity position in the money market 
was mainly on account of the pressure on 
the rupee in the foreign exchange market. 
Due to a sharp pick up in imports and because 
of dollar purchases for possible repayment 
of the non-IMF debt by the authorities, the 
rupee dipped to Rs 32.10 to a dollar during 
the second half of the month - close to the 
all-time low of Rs 32.13 on March 3 following 
speculation of a full rupee convertibility on 
capital account and imminent devaluation. 

Also, it appears that Ihe Reserve Bank’s 
disciplining move taken last January of 
requiring banks to maintain on a daily biuis 
an average of 85 per cent of iheir CKR re¬ 
quirement is beginning to have some impact. 
Even in tight liquidity conditions, the market 
has not seen sharp swings in the rates. 
Earlier, the holidays used to cause turmoil 


Taslc 5: Daily Call Money Rate Quotatkinj or Hiuhs and Loiw Simfle Statisticai. CHAEAmwsncj 

(Per cent per annuml 



All Four 

August 19^ WeekEnded 

All Four 

July 1993 WeekEnded 



Weeks of 




Weeks of 






the Month 

25 

I8<RF) 

4(RF) 

theMnnd) 

28 

2I(RF) 

14 

7(RF.. 

Mean 

1.99 

noSo 

“833 1093 

6.17“ 

10.(M 

1036 

938 

Ti.5T 

(1.68 

Standard Deviation 

195 

0.30 

.3.62 0.73 

11.5 

.3.34 

1X7 

2.00 

0.95 

2.77 

C!oefRcwiit of variation (percentage) .32.81 

2.93 

42.34 686 

.34 86 

.3.316 

10.13 

20.89 

8.20 

2.v7 




TAiLe6: Call Money Ratis 














t Per cent per annum) 



Autialt99S 



Jidvl995 




Items 


IKRP) 

11 

MKF) 


2I(RF) 


14 

7(RF) 

Weekly raMc 
Weckead(Friday) 

10.50-11,50 

A2S-II.2S 

1015-1100 

015-9.75 

TSm i .® “ 

0.25-12.06 

10.50-14(10 

1.00-17.00 

10.75-1 ija 

0125-315 

11X0-1130 

0234X0 

10.00430 

0.25-2.00 

1100-112^ 

1.(X>-2.00 

Weekly weighuid average* 
DFHI ieiMlIhg rates (range) 

tOLtl 

1023-1)15 

1043 

030-11.40 

1097 

I0.ISI2X0 

7X0 

3.009.73 

1088 

13.75-9.73 

9.70 

12X0-2.75 

1196 

1400-10.75 

12.39 

17.00-900 


* Weighted avenige oTpenowini rates tr^mied to Ae RM by wfaeted baidti and DPHl, weights belni pfoportionai to femounu borrowed. 
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in the market as banks were unable to get 
thedalaonthcirnetdcm.ind and time liabilities 
from the branches aercss ihe country. August 
which had one hank holiday each week, did 
not sec any lurniod in the market around 
those holidays escepi for some unavoidable 
skirmishes arising (rom having to cover for 
CRR in less number ol days (Giaph A) 

The first week in August opened at rates 
of 6.5-7 (X) per cent as in the previous week 
and they continued to be stable in the 
subsequent weeks. The rates remained at low 
levels during the third week of August, it 
being a reporting week The rates firmed up 
slightly on August 14 on account of the 
holiday on the next day They, however, 
came down to 7 per cent on August 17 The 
three-year paper aui tion did not create much 
ripple in the call market as there was virtually 
no cash outllow with the Rs 2.00f) crore 
outllow being matched by an equal amount 
of cash inflow on account of redemption of 
364-day TBs to the tune of Rs 2,220.00 
crore. In the penultimate week of the month, 
IhccallratcsstayedbcHween 10 50-11 25per 
cent with a cash intlow of Rs l,9(X) crore 
worth of 364-day TBs expected into the 
system on September 1 

Forex Market 

The foreign exchange marker wiincs.sed a 
flurry of activity during August The buying 
pressure on the dollar following a surge in 
imports and oil payments was reported to be 
the major causes for the slide in the rupee 
which continued throughout the month State 
Bank remained a major buyer of dollar rlunng 
the month. From Rs 31 3*^50 to a dollar at 
the beginning of the month, the rupee was 
quoted at as low as .32.10 towards the end 


of the month. 

Despite depreciation of rupee, the forward 
market remained partially insulated, with 
lorward premia moving mostly downward 
(Graph B) which was also evident from the 
fact that spot dollar was available at adiscouni 
to cash dollar (sec Current .*st3tistics. EPW. 
September 2,1995) which is contrary to the 
normal market practice The fall in forward 
premia could be most proximately attributed 
to increased liquidity in the money market. 
With call rates remaining lower, the swapping 
of FCNR deposits by banks and foreign lines 
of credit with forward dollar had come down 
to a skeleton level as the arbitrage benefits 
thinned down considerably, if in fact almost 
vanished as the cost of swapping touched 14 
to 16 per cent whereas domestic calls were 
available at 11 to 12 percent. Incidentally, 
the authorities' decision to route all non-IMF 
debt repayments through the market has. 
given the government’s overall reserves and 
given the RBI’s intervention policy, 
implications for domestic liquidity in the 
hanking system; it tendstoaugment domestic 
liquidity 


Secondary Market in Drfrt 
lastrumenLs 

Government Securiliei 

As the month progressed, the secondary 
market pncesol'Govcmment.secunties started 
improving, reflecting St ability of call rates and 
in turn, adequate liquidity in the market F.vcn 
so, the ir.ided volume during the month was 
lower (Rs 1.095,65 crore) than that of the 
preceding month (Rs 2,136.39 crore) (see 
Appendix Table) I .ike the earlier trend, much 


of the activities were confined to converted 
securities. Further, the number of regular 
securities traded came down from 12 in July 
to only 6 in August. Among the converted 
securities, the short-term securities, namely. 
12 percent 1995, 12.75 percent 1996, and 
12 per cent 1999, were preferred by the 
investors, reflecting some uncertainty in regard 
to long-term interest rates. Among the regular 
securities, 14 per cent 2005 (II) stock attracted 
the largest trading during the month. A notable 
development pertains to the improvement in 
the trading activities in zero coupon bond, 
1999. 

• 

Yield Curt'es 

With some degree of stability observed in 
short-term interest rates, considerable 
normalcy has been restored to the behaviour 
of yield curves for government paper in 
August It IS so whether we look at the curve 
for a single day in the month with maximum 
transactions which represents the real yield 
curve (Graph C) or at its surrogates in the 
form of weighted average rates for the last 
week of the month (Graph D) or those for 
the entire month (Graph E), 

Other Instruments 

Though the trading volume in PSL' bonds 
remained buoyant in the secondary market, 
the selling pressure dominated throughout 
for both tax-free and taxable bonds, though 
relatively more for tax-free bonds as again.st 
that for taxable bonds m the preceding month. 
Further, the market interest shitted to lax-lrcc 
bonds as the trading volume of tax-free 
bonds at Rs 81 65 crore was higher than 
that ot taxable bonds at Rs 77 01 crore 
(Tabic 7). 


Table 7 Opibatkiss or NATrosAi. Skk x ExcHAW.r iNSF.) uckinl, Aiotist 1995 


Desenptors_ Week En d ing Au gus t Am o unt in Cr ore of Rupees 


K__)ti_____IJ__4_ Total dunng August 


Order Acluai 

Order Actual 

Older Actual 

Order 

Actual 

Order Actual 

Traded 
Huy Sell Ainouni 

Traded 

Buy Sell Amount 

Traded 
Huy Sell Amount 

Buy Sell 

Traded 

Amount 

Traded 

Buy .Sell Amoum 


1 Treasury bills 

1 ) 91-day hills 

too 

IfX) 

la) 

35 a) 

35.0) 

35 (X) 

1100 

11.(X) 

IKX) 

10 (X) 

10 O) 

1000 

.57 00 

5700 

57,00 

II) 364-day hills 

5400 

64 00 

54 00 

4000 

40 (X) 

400) 

20 (X) 

300) 

2000 

40 (X) 

4500 

400) 

154.00 

179,00 

154.00 

Suh-loial Traded 
value 

55 (X) 

6500 

5500 

75 (X) 

750) 

75 O) 

31 (X) 

410) 

310) 

500) 

550) 

5000 

211 a) 

2.36.00 

21100 

2 Dated secuniies 

A GOl secuniies 
i) Converted 

7600 

%00 

.56 a) 

30900 

3190) 

2840) 

248 (X) 

20800 

10800 

2II(X) 

21600 

l%(X) 

(U4 00 

8,39.00 

64400 

II) Regular 

57 61 

57 61 

57 60 

38 50 

38.50 

33 50 

673 

673 

673 

38 40 

.38.40 

38.40 

14124 

141.24 

1.36.2.3 

III) Zero coupon 

12 65 

37 65 

12 65 

500 

5(X) 

500 

10 O) 

15 (X) 

10 (X) 

IKX) 

IKX) 

IKX) 

3865 

68 65 

.38.65 

B Slate govts slocks 

4(M 

404 

4 04 

005 

005 

005 

- 



7 13 

18 13 

713 

1122 

22.22 

1141 

Sub-total Traded 
value 

150 k) 

195 30 

130 29 

352 55 

362 55 

322 55 

264 73 

22973 

124 73 

26753 

283 5.3 

252 53 

n 

1035 II 1071,11 

8.3010 

tPSUbonds 
i) Tax free 

12 27 

16 27 

1209 

13 12 

13 12 

13 12 

11 12 

17 12 

II 12 

50 32 

59 32 

45 ,32 

86 8.3 

405 8.3 

8165 

It) Taxable 

16 34 

17.33 

16 33 

23 95 

2.3 95 

23 95 

8 27 

14 27 

8 27 

28 46 

28 4f) 

28,46 

7701 

84 01 

77.01 

Suh-loial Traded 
value 

28 60 

33 ro 

28 42 

37 07 

37 07 

3707 

19 39 

,31 39 

19 39 

78 78 

87 78 

73 78 

163 84 

18984 

15866 

4 Commeicial papers 

33 00 

33 a) 

33 00 

45 00 

450) 

450) 

* 

- 

- 

2100 

2100 

210) 

99.00 

99 (X) 

9900 

.5 Debeniures 


006 

. 

090 

091) 

0.90 

- 

- 


060 

060 

060 

150 

156 

1.50 

6 ID+IB 

19 70 

1970 

19 70 

1600 

160) 

1600 

1000 

1000 

1000 

7.30 

730 

7.30 

5.3.00 

5.3.20 

53.00 

7 Flooung Bonds 

0 10 

010 

010 

- 

- 

- 

- 

005 


lO) 

100 

1.00 

1 10 

1.15 

1.10 

Grand total (volume) 

286 70 

34676 

26ri51 

526.52 

5.36J52 , 

4% 52 

325 12 

3l2.17 

185.12 

42621 

456.41 

40621 

(.564.55 

165186 

1.354.36 


(-)Notrading ID Non-SLRInstilulionalRonds IB .SLRInslilulionjIRonds ( 
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A'rrEMDix Table; Secondary Money MarkeIt OPEf^ATrONs; RBI's SOL DatA 

(Amount In n^jees, awe) 


Descriptions 



Week Ending Auitust 1995: YieldtoMaluritvon Actual Tradine 


——— 

Total for the Month 
ofAueustt99S 


25 



18 





4 


Amt 

y™ 

CY 

Aral 

YTM 

CY Afnt 

YTM 

CY 

Amt 

TfM 

dV 

Amt 

YTM 

CY 

1.Treasury Bills 















A.9l-Day Bills 















0 Aug 05, 1995 


- 

- 

- 


- 

_ 

. 

17 20 

9,28 

_ 

17.20 

958 


ii)Aug 12,1995 


- 

- 

- 

- 

. 


. 

0.10 

12 11 

. 

0.10 

12.13 


iii)Aug 19, 1995 

- 

• 

- 

- 

- 

- 

- 


40.00 

12.39 

. 

40.00 

12.39 


IV) Oct 21, 1995 

- 

- 


- 

- 

- 7.45 

12.12 

_ 

. 



7.45 

12.12 


v)Oct 28, 1995 

41,25 

12.16 

- 

71.25 

1243 

- 1686 

1210 


80.18 

12.01 


213.74 

12.25 


vi) Nov 04, 1995 

29,70 

12.73 


65.28 

12 52 

- 19,66 

12.41 

. 



. 

114.64 

1255 


vii)Nov 18,1995 

107.99 

12.47 


- 

- 

- 


. 




107.99 

1247 


Sub-total (volume) 

180.94 

1249 

- 

11851 

1247 

- 4397 

12.32 


137 68 

11.78 


501.12 

12.27 


B t64-Day Bills 















i) Aug 04,1995 

- 

- 

- 

- 


> 

. 

. 

463 

1051 

. 

4.63 

10.51 


ii) Aug 18, 1995 

- 

• 

- 

61 10 

11.01 

- .15,00 

10.58 

. 

208..10 

10.66 


3(M.40 

10.72 


nOScpiOl, 1995 

1.54.11 

10.68 

- 

10251 

II 14 

- .15.03 

11.12 

. 

-148.48 

11.01 


640.15 

10.96 


IV) Oct 77, 1995 

- 


- 

- 

- 

- 4.36 

1264 

- 

1700 

11.91 


2156 

12.06 


v) Nov 10, 1995 

• 

- 

- 

- 


- 1.00 

11.65 


_ 



3.00 

11.65 


vi)Jul 19, 1995 

- 

- 

- 

- 

- 

1.00 

I2,% 

.. 




1.00 

12.% 


vii)Aug 02, 1996 

40,00 

12.94 


1500 

1101 

■ 43.22 

11.06 


2000 

12.90 


118,22 

12.99 


Sub-total (volume)* 

194.11 

11.14 

- 

178.61 

11.26 

121 61 

11.74 

. 

.598,41 

10.97 


1092% 

11 13 


2 GOl Dated Securities 















A Converted (Per Cent: Year) 














1) 12 00. 1995 

91.91 

960 

11% 

204 19 

701 

1191 31.01 

7.68 

11.91 

93.50 

8.45 

11.92 

422.65 

7.96 

11.92 

li) 12 75, 1996 

43.80 

II .14 

12.64 

11804 

11.50 

12 66 64 14 

11.66 

1267 

1.1106 

11.89 

1268 

359.04 

11.65 

12.67 

ill) 12 00, 1999 

55.00 

13.14 

1247 

12150 

1140 

12 50 20.00 

11.48 

1251 

1.15.00 

1.1.50 

12.54 

331.50 

13.43 

1251 

IV) 12.50,2004 

> 


- 

050 

11.82 

13.18 


. 

29,05 

11.90 

11.41 

29 55 

1.3.89 

13.43 

Sub-total (volume) 

19271 

11.06 

12 26 

444.21 

997 

12 27 115.17 

1090 

1244 

.19061 

11.77 

ai25i 

1142.74 

10.86 

12.37 

B Regular (Per Cent' 

Year) 














i) 10.75, 1996 

10.00 

1245 

1095 

25.00 

12 60 

1097 

- 

. 

19.00 

12.78 

11.00 

540) 

12.63 

10.98 

ii) 12 00. 1997 

5.00 

1294 

12.18 

1.50 

11,26 

12.24 

. 

. 




650 

13.01 

12.20 

III) 1.1 25. 1997 

10.00 

13 16 

1124 

505 

11.11 

112,1 0.05 

12 78 

11 15 

19.00 

1117 

11.21 

34.10 

13.16 

13.23 

IV) 1.165, 1998 

1500 

11.52 

1161 

- 

- 

- 

- 





15.00 

1352 

13.61 

V) 11 .10,2004 

‘ 

“ 


- 

- 

- 

. 

. 

100 

14 01 

1.1.13 

1.00 

14.03 

13.13 

VI) 11.75,2005 

1200 

11.78 

ll,?3 

- 

. 

. 






12.00 

11.78 

1.3.78 

vii) 14.00,2005 

007 

1171 

11.79 

- 

- 

- 0.01 

1.1.62 

1.1.71 



_ 

0.08 

13.70 

13.78 

viii) 14 00,200.5(11) 

44 46 

1189 

1192 

7,40 

1191 

1194 .1.01 

13.90 

13.94 

16.48 

13 91 

11.94 

71.15 

1190 

13.93 

Sub-lolal (volume) 

96.51 

13.54 

1119 

.18.95 

12.94 

11 88 3.07 

1188 

1192 

55,48 

1327 

12.68 

194.01 

13.15 

12.89 

(A+B)* 

28926 

II 89 

1264 

48.1.18 

1021 

12 24 118 24 

10.98 

1248 

44609 

11% 

12.51 

13.16.77 

11.22 

12.44 

C. Zero coupon (Per Cent Year) 














(i)O.OO. 1999 

.5000 

13.75 

IU.8I 

25.a) 

11.74 

1082 10.00 

1176 

10.86 

12.1.25 

11.62 

10.85 

208.25 

1168 

10.84 

(ii) 0.00. 2000 

20.00 

13 85 

12.46 


- 

- 






20.00 

13.85 

12.46 

D. RBI’s Open Market 















Operations 

49.78 

11.88 

1.1.81 

979 

1105 

1195 205.25 

1193 

13.95 

165.81 

1.1.71 

1134 

41061 

11.81 

13.70 

(A+B+C+D) 

3 REPO 

40904 

1246 

12.55 

517.97 

1041 

1220 1.1349 

12.88 

I.1..14 

7.15.15 

1264 

1241 

1995,65 

12.07 

1255 

(i) 91-Day T Bill 

- 


. 

71.00 

. 

. 


_ 

- 



71.00 



(li) .164-Day T Bill 

10000 

- 

- 

79.00 

- 

- 100.00 


. 

40,00 

. 


119.00 



(III) Govt Secunties (Per Cent: Year) 













12.00 1995 


- 

- 

141.00 

- 

- 

. 


82.00 

_ 


2Z5.00 



12.75 1996 

580.00 

- 

- 

8,1400 

. 

- 37,00 

- 

_ 

185.00 

_ 


16.16.00 



13.25 1997 

2.00 

- 

- 

70 a) 

- 

- 


. 

70.00 



142.00 



12.00 1999 

- 

- 

- 

90.00 

. 

1250 



65 00 



167.50 



12.50 2004 

360.00 

- 

- 

150 a) 


- 20000 



725,00 



1615.00 



Zero coupon 2000 

.1700 

- 

- 

- 


- 46.00 


12.55 




8100 



Zero coupon 20(XKII) 

- 


29.00 


- 

_ 




_ 

2900 



Sub-totai( volume) 

1079.00 

- 

- 166800 

- 

- 195,50 



116700 


. 

430950 



4. Stale Govt .Securities 

0.80 

13 90 

13.91 

0.08 

1.1.74 

1269 0.02 

13.86 

11,90 

8.03 

3.85 

1190 

8.93 

11.85 

n89 

Grand totoKvolume) 

1864.11 


250.1.19 


894,59 



2646.27 



7908.16 




YTM = Yield to maiunly in percentage per annum CY = Currenlyieldin percent per annum * Yield rates of these sub-groups 
ofTBS and dated sccunbes have been used for the graphs. ^ 

M>/«: I) Yields are weighted yields, weighted by the amounts of each transaction. 2) Current yield has not been worked out for treasury bills. 


STCI Operations 

Even though handicapped by low equity 
base and limits on single transaction. STCI 
has been actively involved in the .secondary 
market by offering two-way quotes for popular 
securities - price quotes for government 
stock and yield quotes for treasury bills. As 
a vehicle of monetary policy, STCI mostly 
quotesoffer rates higher than the market rates 
its bid rates were largely unattractive 
which have prcdtably engendered a mismatch 


of a.ssets and liabilities for the institution 
which has already begun functioning as a 
primary dealer. 

NSE Operations 

The secondary market for government 
securities on the National Stock Exchange 
(NSE) was largely subdued during the first 
week of August. The traded volume during 
the week was Rs 252.33 crore (Table 7) 
with the government securities being most 
active followed by treasury bills. Commercial 


papers of SAIL, Finolex Cables were 
traded in significant volumes. Bonds of 
IDBI and ICICI were also active on the 
NSE screen. Interestingly, freshly-issued 
364-day TBs began to be traded on NSE 
on the day following their issue on a few 
occasions. 

(Statistical compilations and graphs for this 
note have been done by V P Prashani; Paramita 
Debnath has prepared background notes on 
private debt instruments and money market 
rates.) 


September f6,1995 


2293 





COMMENTARY 


Labour, Get Lost 
A Late-Capitalist Manifesto 

Jan Brcman 

The World Bunk's capitalist manifesto in the form of the World 
Development Report 1995 devoted to the theme of ‘Workers in an 
hitef’rating World' exaggerates, distorts, selects or avoids information 
and, every now and then, does not shy away from disinformation. 


KARL MARX wrote Dm Ktipilnl less than 
a century and a half ago, insptrcd hy the urge 
to serve the interests of the working class 
Arguing from the opposite perspective, and 
motivated by the final breakdown ol the 
socialist economics, capital has decreed h'ow 
labour should behave if it is to attain a better 
fuluie The World Bank published its 
capitalist manifesto in a recent leporl, 
’Workers in an Integrating World’ iWotUI 
Development Report /yv5) While for Marx 
the emancipation ol labour was the leading 
principle, the development trajectory 
suggested by the World Bank seems to take 
the unconditional and peimancnt surrender 
of labour to capital as its point of departure. 
Such triumphalist terminology is avoided, 
ol course. Transition to a lully liberated 
market economy, we are told, is the best 
guarantee for sustained economic growth 
which will also bpnelit the working man 
Reconstructing the global economy on a 
new and viable looting is a painful process, 
the more so because ol the strongly 
protectionist nature of state-directed 
development policies that have upset the 
natural rhythm of market lorccs for most of 
the short 20th century. 

The World Bank has no problem in 
acknowledging that the poor in particular 
have suffered, and continue to suffer, Irom 
structural adjustment. In terms of labour 
standards, this remedial plan of action 
involved dismantling a wide range of public 
regulations and provisions, causing wage 
cuts, unemployment and recession. In low- 
income countries unskilled labour is the 
most vulnerable social class, women even 
more so than men. The World Bank claims, 
however, that drastic restructuring in the 
balance of power in favour of capital is and 
continues to be a precondition for economic 
recovery. According to the Bank, however. 
It should be remembered that the pain borne 
by the poor was caused hy failed strategies 
dunng the so-called development decades 
and is not due to any faulty design of the 
reform policy now in place. 

The essence ol this statement is arguable, 
to say the least. I have read the World Bank 
report and wrote this review while on an 
academic lour through theCaribbean region, 
which ended with a short halt at the University 


of the West Indies in Jamaica. That country’s 
experiences arc of particular interest because, 
as a recent study points out (Le Franc 1994J, 
Jamaica was targeted by the Woild Bank at 
an early stage It was one of the first countries 
in which structural adjustment programmes 
were implemented and in which lo.in 
conditionality was particularly harsh. Various 
contiibutors to the report conclude that the 
overall impact has been seriously negative 
and that social and economic costs have 
been excessively high More crucially, and 
contrary to the outcome predicted by the 
World Bank, they deny that any noticeable 
improvement has so far materialised in the 
poverty-stricken conditions of most people 
as a consequence of the externally iinpo.sed 
structural change prtK’ess. The authors ol 
this cntical assessment, nevertheless, concede 
that the downward growth trends of the 
I97()s and 1980s have been reversed. 
More spccirically, demand has been dctlalcd. 
the size and functions of the public sectoi 
have been reduced and redefined, more 
liberalised market mcchariisins have been 
pul in place, the division ut the national 
income between labour and capital has 
shifted in favour of the latter, the structure 
of the labour force has changed, and iheie 
has even been increased levels of 
employment [Le Franc I994;xii). 
Unlortunaiely, while growth rates have 
increased, so also have net transfers out of 
the economy. Inaddilion.overthe adjustment 
period, people falling below the poverty line 
have increased in number; in 1992 an 
estimated 34 percent of Jamaica's population 
lived in absolute poverty. I shall have 
occasion to return to the important 
conclusions in this single-country study in 
more detail later. 

GrOWINO UNtOUAI.ITY 

First, a few basic facts from the World 
Development Report 1995. The strength of 
this policy document is in the presentation 
of a huge amount of factual data as tables 
m the text, followed by an appendix on 
international labour statistics and an 
extensive o''crview of world development 
indicators. Although questionable in several 
respects, the information provided and the 


way in which it is presented isdoubtless very 
useful to all who feel a need to discuss the 
labour issue within the setting of a 
competitive globalised economy. Tlje report 
is also welcome because of its strung focus 
on the impact on labour of two distinct 
global trends of which the World Bank itself 
IS a principal promoter; (a) reduced 
government intervention in markets and (b) 
increased integration of trade and capital 
flows which are accompanied by exchange 
of information and technology. The prime 
significance of the report is its analysis of 
the labour question in a truly global 
framework, not only going beyond the level 
of the nation-state but also relating rural to 
urban labour, formal to informal sector 
employment and work conditions across all 
spheres of economic life. This inter-sectoral 
and worldwide approach allows the World 
B.ank to make meaningful comparisons 
between living standards of Vietnamese 
peasants, .street traders and factory labourers, 
with those of waitresses and industrial 
workers in France Or, to give another 
example, tocxplam how and why the earnings 
of bus drivers in Seoul, Bogota, Jakarta. 
Bombay and Nairobi were more similar 35 
years ago than they are today. 

Ol the 2.5 billion men. women and children 
who constitute the world’s labour force at 
the present time, 1.4 billion live in poor 
countries, defined as having an average 
income per capita of less than US $ 695 (in 
1993). More than a billion individuals have 
to make do with one dollar or less a day. 
The global army in search of work is going 
to grow in the next three decades by another 
1.2 billion, a massive increase that will be 
concentrated almost exclusively outside the 
already developed part of the world. By the 
year 2000 only a tiny minority, according 
to the Bank's estimates, less than 10 percent 
of all workers, will not be integrated in the 
global market. 

One of the gams of sustained economic 
growth is a decrease in labour time; today’s 
htgh-income industrial countries have 
recorded an almost 40 per cent decline in 
hours worked per person per year, from an 
average of 2,690 in 1900 to 1,6.30 in 1986. 
However, only a small minority has thus 
benefited. Today. 80 per cent of all industrial 
employees in the world live in poor- and 
middle-income countries. Such figures 
indicate the drastic shift that has occurred 
in recent times in the occupational 
composition, spread and workload of the 
labour force at the global level. 

The good news is that, m^nly because of 
increased productivity, the average woricer 
is better off. sometimes much better off, than 
a generation ago. The greatest successes 
have been achieved in east Asia, where gross 
dtMiiestic product per worker more than 
tripled between I96S and 1993. South Asia 
too, where labour productivity doubled over 
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the same period, has not done at ail badly. 
Growth combined with progressive 
incorporation into the global economy, 
according to the World Bank gospel, is the 
prescribed remedy for poverty alleviation. 
A decade from now, as a result of the Uruguay 
Round Agreement, the purchasing power of 
wages will have risen in all major regions 
of the world except Africa. ASEAN and 
Chinaare trend-setters, but south Asia is also 
expected to do better than either the EEC, 
Japan or North America. 

At the same time, there can be no guarantee 
ihai the poorest workers will expcnoncc a 
rise in living standards. The other side of 
the success story is that the already existing 
inequality has sharply accelerated. In 1870 
the average income per capita of the richest 
countries was 11 times that of the poorest; 
that ratio rose to 38 in I960 and to 52 in 
1985. TTiis divergent relationship between 
growth performance and the initial level of 
income per capita applies not only in those 
extreme cases but is empirically valid on 
average over a sample of 117 countries. 
Statistical analyses of growth in income per 
capita confirm the importance of differences 
in initial levels; countries that were ncher 
.11 ihc start grew faster. The Bank further 
spells nut how, in the transition to a market 
regime, an incrca.se in inequality may be not 
only unavoidable but indeed desirable. 
For such economics m the process of 
rehabilitation a widening of earlier 
established disparities is required in order 
to function efficiently. 

Management or Poverty Ai.EEviArioN 

How can Ihc poor catch up with the part 
ol mankind that is much better off? First and 
foremost, they should not insist on a repool ing 
of economic resources. The World Bank 
warns that it would not be very realistic to 
expect a major redistribution of capital. 
Altering the division of assets may be-in 
what could be a slip of the pen, the report 
on one page actually says is - crucial to 
breaking circles of poverty and reducing 
income inequality. A case can be made for 
large-scale land reforms in order to increase 
production and economic efficiency, but 
such major reforms arc not easily 
accomplished. Large redistributions of land 
(or other forms of capital), the World Bank 
points out, have seldom occurred except in 
limes of great political upheaval. And if a 
moreequal division of property rights appears 
on the agenda at all, so the advice goes, the 
former owners must be compensated for 
their loss of stock. Land reform is best 
executed within a iparket framework, with 
wi lling buyers and sel lets, rather than through 
expropriation. It is clear that in the profess^ 
scenario a drastic restructuring of resources 
between rich and poor is given rather low 
priority even at the national level, evidently 
for the sake of economic stability. At tlw 
global level such a shift in the distribution 
of capita merits no discussion whatsoever. 


If not these, then what changes are desirable 
and acceptable from the Bank's point of 
view? 

The repciri puls much faith in upgrading the 
economic value of labour. 

An easier way to reduce poverty and increase 
equality of incomes is to change the 
distribution of human capital. Unlike with 
physical capital or land, (his can he done 
by adding to the existing stock rather than 
through redistribution. Investing in (he 
human capital of the poor, through primary 
health care and education, has been an 
important part of successful strategies of 
poverty alleviation . (p 42) 

To that exieiii, governments can and should 
play an active role in facilitating accc.ss to 
what, in the Bank’s notebook, are still 
demarcated as basic public services. What 
1 find remarkable in the report is that while 
labour is persistently lalKlIcd as human 
capital, capital seems never to qualify as the 
product of human labour. 

The proposed policy basically implies 
givingupon poor adults and investing instead 
in the next generation as the best strategy 
by which to improve the quality of life for 
the majority of mtinkind. In other words, 
policies aimed at reaching the children ol 
those left behind are more likely to be 
effective. Breaking inter-generalional cycles 
of poverty means giving children .access to 
opportunities that have bypassed thetr 
parents The key is therefore to invest in the 
human capital of these children Education 
alone is usually not enough, however; it is 
also necessary to upgrade their physical 
quality. Better health, null Kion and education 
undoubtedly have value in their own right, 
enabling people to lead more fulfilling lives. 
As far as the World Bank is concerned, 
however, this is not Ihc only or main reason 
why free public provision of these basic- 
goods should be tolerated for relieving the 
plight of poor labour. Better nutrition and 
health will improve childrcn’scapacity while 
in primary school and, consequently, increase 
their productivity at work when they are 
older. Therefore, governments should ensure 
above all that the children of disadvantaged 
houiieholds do not remain entrapped in 
poverty hut instead arc giveo the chance to 
realise their economic potential. At an 
elementary level only.ofcourse. With regard 
to most other human resources programmes 
the Bank sees no justification for free 
provision. 

Accepting (he economistic bias of this 
logic, if only for the sake of argument, it 
would be justified to mistnist even the modest 
pledges on the provision of social welfare 
made by the World Bank in view of what 
happened under the structural adjustment 
regime for example in Jamaica. TTie study 
mentioned earlier has this to say on the 
gratification of prime social needs. 

' With regard to the supply of basic foods, 
the pursuit of S A meant the removal of price 
controls and subsidies, while in health it 
meant fee-for-service and escalating drug 


prices. In educatioH. ftm^tover-crowding, 
deterioration of physical fociliries, and 
declining performance... Between 1977 and 
1987. expenditure on primary education 
declined in real terms by 30 per cent. {Le 
Franc 1994:42. 46) 

Let us as.sume for a moment that the Bank 
IS indeed willing to reconsider the harsh 
adjustment policies that were pushed so 
aggressively for many years and to mend its 
ways by genuine commitment to a mini- 
packet of stK-ial welfare. This would at least 
give the children of the poor access to 
elementary .schooling and primary health 
care. But then comes the next question, 
which IS whether the provision of these 
social goods is anything more than a mere 
marginal improvement in the life and work 
chances of Ihc poor in an integrated and 
highly competitive global economy. After 
all. the trend towards growing inequality is 
also discernible in the ever-widening gap 
between educational and medical standards 
which so markedly distinguishes the lifestyle 
of the rich from that ol the poor. To put it 
more succinctly, adapt.Ttion of the Bank’s 
favoured strategy for remedial action 
hardly deserves to be called a significant 
breakthrough in the race of the poor to catch 
up with the richer Joneses at home and in 
(lie world at large. 

Imperative Need for Labour Market 
Feexibilitv 

Today, hall of the world’s workers arc 
-Still self-employed or work in family 
cntcqirises, typically a farm. In the course 
of economic growth combined with sectoral 
diversification, employment in agriculture 
IS declining, job opportunities in services 
and industries arc expanding, and workers 
move to urban areas and from the informal 
to the formal sector. This is the upshot of 
a long development story in a nutshell. The 
World Bank steadfastly repeats the 
conventional wi.sdom ol self-employed 
peasants in agriculture who first become 
waged labourers in the lower echelons of the 
urban economy, earn some income and learn 
skills, save, and ultimately again set up an 
independent business. My own extensive 
research on the urban informal sector has 
shown not much evidence, at least not on 
any large scale, of such upward mobility. 
In my opinion, it is a myth inspired by 
wishful thinking. 

In low-income countries only about 15 per 
cent, in middle-income countries 45 per 
cent, of the total workforce earn a living in 
the formal economy. In high-incomc 
countries, the proportion of such labour is 
much larger, excluding only a small minority 
from employment in wage-paying, non- 
agricultural private firms and (he public 
sector. The discrepancy reflects the 
differential way in which labour has become 
incorporated in the global economy. 

Studies of rural labour markets in 
developing countries show a dominance of 



implicit, i c, informal, labour contracts. 
Adhering to the moral economy school of 
thought, the World Bank report claims (hat 
in poor villages wages may be set at a level 
that ensures that workers have enough to cat 
in order to work effectively. More generally, 
wages will be set for a given task for the 
season, and considerations of what is fair 
may apply. I tlnd it difhcult to accept this 
statement without further qualification. In 
the course of my own research on the past 
and present state of agricultural labour in 
India, I have had occasion to comment time 
and again on such notions of ‘fairness’ 
impo.sed by employers. Hxploitativc labour 
practices are not an expression that belongs 
to Bank jargon. The bias .igainst such 
phrasing explains why Jobbers, important 
figures in the landscape of migratory and 
informal sector labour, arc depicted not as 
ruthless operators selling their catch to the 
highest bidder, but as efficient brokers who 
smooth the contact between demand and 
supply. 

They contract with farmers, act as 
employment agencies, and conn ibuie to the 
flow of information across labour markets 
of neighbouring regions tp 26) 

With rising income per capita and an 
increasing rate of industrialisation, 
informal workarrangementsandsmall-scale 
production become less useful The 
transformation is accompanied by a 
progressive switch to formalised contracts 
between employers and employees. 
Traditional systems of reward, based on 
piece-rates and task work, di.sappear and arc 
replaced by more regular wages, a payment 
modality which workers obviously value for 
the security it offers. 

The wording used suggests that the World 
Bank approves of the trend towards the 
formalisation of labour contracts. As a 
consequence, one would expect concern 
about a turn of events which signals 
stagnating growth of modern sector 
employment in many poor countries, as well 
as in those with higher per capita incomes, 
from the 1980.S onwards. The earlier 
impression stands to be corrected, however, 
in view of the strong plea made a few pages 
later for doing away with most if not all 
regulations that provide protection to formal 
sector workers. Policies that favour the 
formation of small groups of workers in 
high-productivity activities lead to dualism 
and lend to close the formal sector to broader 
influences from the labour market, at the 
cost of growth in employment. 

In many Latin American, South Asian, and 
Middle Eastern countries, labour laws 
establish onrroux job security regulations, 
rendering hiring decisions practically 
irreversible: and the system of worker 
representation and dispute resolution is 
subject to often unpredictable government 
decision making, adding uncertainty to firms' 
estimates of future labour costs (p .14; 
emphasis added). 

It goes without saying that all these sins 


2296 


of commission and omission against healthy 
market practices have to be strictly avoidt^. 
But should not a transition to formal work 
arrangements - specifically: tenured 
employment, regularised wages and social 
secuniy provisions - be applauded as a 
maior step forward in working class lives 
for which the labour movement in countries 
all over the world has tenaciously, and by 
.and large successfully, fought in thcongoing 
transition to capitalism'^ The Bank scorns 
rather than sympathises with the opinion 
that this is, indeed, the route to be further 
pursued. It is here, however, that signals 
become confused. On the one hand the report 
says that a shift to a less distorted and more 
formalised labour market can function as an 
equalising mechanism. A few lines later 
another statement insists that formal labour 
markets aic often distorted and biased against 
the pool 

What ultimately becomes clear is that 
future prospects for workers in the global 
economy can only be bright if they arc 
preparedtohehave with maximal llexibility, 

1 e. to forego most forms of security and 
protection. After a b.alancing act, summing 
up the well known pros and cons, the verdict 
IS that miniimim wages aredifficultiojustify, 
particularly in low- and middle-income 
countries The same applic.s to most other 
gains, often the outcome of long-lasting 
struggles, which mainly it not solely benefit 
that segment of the labour force which is 
relatively heller .skilled and organised. The 
message is abrupt, short and clear: the 
pnvileged treatment cnjoyal by formal sector 
workers should be abolished in order to pul 
an end to the obnoxious state of labour 
market dualism Has not experience taught 
that capital, forced by the need for con¬ 
tinuous economic adaptability in the lapidly 
changing world economy, is only intercsleil 
in tlcxihlc work coniiacts? Well, labour had 
belter fall into line. Dictated by highly volatile 
market conditions, this means the acceptance 
of casual rather than permanent employ¬ 
ment, of fliiciiiating instead of steady wage 
rewards, of variable contrary to stable hours 
and fixed length of workday. Last but not 
least, workers should make little claims or 
none at all to secondary labour rights. In 
expressing a preference for such a work 
regime, the World Bank goes to the extent 
of even rejecting as untenable, both in 
principle and practice, the introduction of 
safety regulations at the .site of employment. 
Needy workers in those countries often are 
not reached by protective labour legislation. 
They benefit from public action that attempts 
to improve the working environment in the 
rural and informal sectors - for example, 
through the provision of drinking water, 
improved sanitary condition, or eradication 
of infectious diseases (p 78). I 

Reflecting on (he miserable plight of lakpur 
in the city of Sural, the location of my urpan 
fieldwork in we.Nt India and a bulwark of 
informal capitalism which has witnessed 
pogrom and plague in quick succession 


duringthelastfewy^,ffih(I^sta(e(lrt^i 
in the World Bank document tobe intolerably 
naive and quite objectionable.' 

Empowerment 

Empowerment does not really belong to 
the Bank’s articles of faith The line l^en 
in the report is that underutilisation of labour, 
sometimes aggravated by bouts of open 
unemployment, is the main causeof poverty, 
rather than that this state of deprivation in 
which so many workers have to live could 
be attributed to far loo low wages which find 
their origin in highly uneven market power. 
Along the same lines of logic, rasing real 
wages can be very risky since they motivate 
cmployerstoadopilabour-savinglcchniques. 
The sy.stcmaiic concern with job creation 
rather than with the need to raise rewards 
for labour, also explains why the Bank's 
gurus are not charmed with the idea of 
linking labour .standards with multilateral 
trade or lending agreements. Their pontifical 
reasoning, not real ly backed up by substantial 
evidence, is that the costs of such a linkage 
would outweigh Its benefits. More in general, 
there has been an overkill of all kinds of 
intcmaiional convention that cither make 
little sense or which cannot be put into 
practice. 

Countries have adopted various ILO 
conventions and have set a wide range of 
workplace standards, whose implementation 
(he ILO has monitored. But most low- and 
middle-income countries are unable to 
enforce all the standards that ihcy have 
introduced in their legal systems And in 
many ca.ses the standards are set loo high 

- at levels more appropriate for a rich country 

- that even if implemented they could have 
untoward effects on employment and 
economic growth (p 78). 

It seems that, as far a.s the World Bank is 
concerned, the ILO might as well close-up 
shop. 

llie report grants that labour market 
outcomes are sometimes inequitable due to 
discrimination, for example against women 
or ethnic groups, or to the exploitation of 
vulnerable categories such as young children. 
What can be done about such unfair practices? 
Very often not much, it seems, indeed, public 
action can help to accelerate change by 
pushing to improve the human endowments 
of those who arc worse off and by acting 
to reduce discrimination. Together with this 
recommendation, however, comes the 
warning that tackling (he problems of those 
left out is a formidable challenge for policy, 
in industrial as well as in developing 
countries. 

Investment in these indiyiduals often has a 
low return, either because they are old and 
have few years of work left, or because they 
lack the basic skills necessary to function 
in a work environment, or because they are 
Stuck in backward regions (p 46). 

In plain language, the Bank’s advice is to 
give up on such cases. In other words, to | 
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to give t(ie highest priority instead to 
investment in children, since “their health, 
nutrition, and basic education are the 
foundation of a nation’s future” (p 40). 

With regard to child labour, the report 
points out that in many instances this is not 
really very harmful, particularly if children 
are used us unpaid helpers in a family business 
such as a farm. Furthermore, e g, in India, 
children of poor households are sent out to 
work because the parents badly need the 
extra money. National legislation and 
international conventions banning child 
labour cannot deliver results unless 
accompanied by measures to shift the balance 
of incentives towards education. Programmes 
[hat provide income security for the poor 
such as food-for-work or other public work 
schemes, are helpful in reducingchild labour. 
But again, the Bank falls hack on the more 
orthodox solution by concluding that once 
poverty decreases and education improves, 
child labour will decline. This in turn will 
facilitate the enforcement of legislated b.ans 
starting with such universally abhorred 
loinisof child labour as prostitution and 
hazardous work. 

How should we react to the economic 
victimisation of women and minorities? 
Standards designed to protect women from 
juh discrimination are often dilficult to 
enforce. In.sisting on equal remuneration for 
work of equal value has proved problematic 
even in industrial societies, and is a virtual 
impossibility for many low- and middle- 
income countries with limited expertise and 
resources. At the same time. 

Governments should not give up efforts lo 
end di.scnmination in (he workplace But the 
focus of those efforts will need to change, 
with greaieremphasis on policies lo improve 
women’s access lo modern sector jobs - for 
example, through merit-based hiringof more 
women in the public sector (p.74). 

One IS tempted to ask, firstly, why only in 
the public sector and not in the much larger 
private sector as well? Secondly, why should 
gender discrimination in the informal sector, 
where such practices arc both more extensi ve 
and intense, be allowed to continue without 
legal sanction? 

The Bank takes a rather non-committal 
stance in reporting on the success of policies 
designed to end or at least reduce ethnic and 
religious discrimination in the labour market. 
The experience of the US as well as India 
IS briefly summed-up with the comment that 
the impact of affirmative action is still bemg 
debated, but that such schemes are usually 
too costly and difficult to implement in the 
private sector 

Empowerment is not an altogether dirty 
word in the labour manual of the World 
Bank. To begin with, there is the firm 
declaration that free trade unions are a 
cornerstone of any effective system of 
industrial relations. They can help raise work 
productivity, and reduce workplace 
discriminatiwi. Tlw report adds that some 


tiii^sluveco^buted similStahtry 
political and social devempment ot their 
country. Solidarity in Poland under 
communist leadership and the black labour 
movement in its fight against South Africa’s 
apartheid regime are referred to as cases in 
point. This magnanimous observation, 
however, is followed by a more critical 
evaluation of their negative economic effects. 
Unions do often act as monopolists, 
improving wages and working conditions 
for their members at the expen.se of capital 
holders, consumers and non-union 
(unorganised) labour. The higher wages 
unions win for their members cither reduce 
business profits or gel passed on to consumers 
in the form of higher prices. Either result 
leads unionised firms to hire fewer workers, 
increasing the supply of labour to the 
unorganised sector and depressing wages 
there (p 80) 

Also bad, ai least from the Bank ’ s pcrspccti vc, 
IS that trade unions have sometimes wielded 
their political power against structural 
adjustment Latin America has a long history 
of oppoMiion to adjustment policies from 
that corner India is also singled out as a 
country where the labour movement, which 
mainly caters forthc small portion of workers 
in the formal sector, continues to be sharply 
critical of the government’s recent 
liberalisation efforts, de.spite the app.irent 
success of many of these initiatives since 
1,<J91. Nevertheless, trade unions can and do 
make positive contributions lo economic 
growth and equity. and policy-makers should 
encourage them to do so. 

A inosi meaningful conclusion is that 
denial of the workers’ right to organisation 
has proven not to be necessary to the 
iichicvemeiU of income growth. In fact, the 
report warns that banning free unions may 
even be countcr-produciivc in economic 
terms because governments may then feci 
obliged 10 introduce minimum wage 
Icgi.slalion in order to circumvent pressure 
for independent unions, as the Indonesian 
government has done I read this statement 
with a good deal of surprise. Anyone who 
is even faintly familiar with the oppre.ssivc 
and exploitative labour climate prevalent in 
Indonesia knows all too well that minimum 
wages ."irc set ut the lowest possible level, 
far below the cost of living. Moreover, 
employers have nothing to worry about in 
the cii.sc ol non-payment of even that small 
amount. 

Free trade unions arc thus indeed made 
welcome by the Bank as long as they behave 
properly and responsibly. Negotiations at 
the enterprise level are praised as the most 
appropriate framework in which to achieve 
positive economic effects. 
Whcreunionscoveronlyasmallportionof ihe 
workforce, as they do in most low- and middle- 
income counuies. decentralised bargaining 
under conditions of competitive output 
. markets produces the best results. This pre- 
ceptbaslongappliedinJopanandHong Kong 
and applies now in Chile and Korea (p 6). 


In reaction io thi»'ili(te«nMt, my query is; 
best results for whom? Under normal 
circumstances the Wcnrld Bank seems to be 
little in favour of national trade unions. How 
the countervailing power of both organised 
and unorganised labour can be built-up at 
the international level in the ongoing process 
of economic globalisation, is an issue that 
IS not raised at all. Once more, one wonders 
if the Bank's agenda has made the ILO an 
agency which is obsolete. 

Foon-oo.SE Capital and Labour 

The globalisation of financial markets 
means gains for private capital. But what the 
report wants to know is how it has affected 
workers such as Joe, Maria and Xiao Zhi. 
Rich countries are scared that an alliance 
between capital and cheap labour in 
developing countries will lower wages and 
living standards at home. Alternatively, 
poorer countries fear exploitation - that 
capital will come only when wages are low 
and will leave again when wagc,s rise. The 
industrialised societies have always used the 
lion's share of global savings. Avcragecapital 
per worker is $ l.^.OOO in developing 
countries and $ 1..SO.OOO in industrial 
countries, close to 12 times as much. For 
most developing countries the share of 
foreign flows in investment is small, ranging 
from 20 per cent for low-income (mostly in 
the form of debt) and 5 per cent for middle- 
income countries. Overall, Ihe transfer of 
financial resources from nch to poor countries 
has only played a moderate role in 
complementing domestic saving in 
developing countries In recent years, 
however, private capital has been flowing 
towardsdevcioping countries at record levels. 
Of course, it also may flow back again, as 
demonstrated by the sudden reverse in the 
ca.se of Mexico. Such drifts are and should 
be beyond the purview of Ihe state. In the 
considered opinion of the World Bank, 
capital flight is a fact of life for governments 
as well as workers. The underlying message 
is that both parties had heller react prudently 
in coming lo terms with the volatile motions 
of this prime production factor which, after 
all, IS more scarce and powerful than labour. 

It is not really a big surprise to read that 
the Bank is well disposed towards 
multinational corporations, which arc looked 
upon as major and benign vehicles for 
promoting the globalisation process. No 
doubt, there arc risks involved. 

..many developing countries fear that 
increased compeliiton for funds by other 
developing countries wilt lead lo a rise in 
footloose investments, prone lo leave at the 
slightest shock and unlikely lo establish 
strong links with the rest of the economy 
(p 62). 

However, to restrict trade or capital is not 
an effective method of dealing with this 
problem. A better strategy for any country 
IS to improve Ihe skills of its people or to 
ease theirtransition to new jobs, while slaying 



engaged With the world economy. A policy 
of taxing multinational corporations, in an 
attempt to keep Idw-skillcd jobs from 
migrating to developing countries, would be 
equally counici-pr'>duclivc. In other words, 
capital knows best when, where and how to 
invest It should he lelt alone as much as 
possible in its restless search for the highest 
returns. To leave capital unharnessed in its 
erratic Hows around the world will also 
bring maximal gams tor labour, il not directly 
then ceriainiy ultimately. 

Should also ldb(.)ur, like capital, be allowed 
to migrate wherever it W'ants to go"’ The 
Bank agrees that at first glance, the case lor 
free labour mobility .seems as compelling 
from an economic standpoint as the case for 
free trade On second thoughts, howcvei, the 
issue turns out to he more complicated The 
overall effect of international migraiion is. 
undeni.ably, much smaller than that of trade 
or capital flows. The quantity of people on 
the move is often exaggerated. A mere two 
per cent of people horn in low- oi middle- 
income countries live elsewhere than in their 
country of origin. On average there is not 
more than one emigrant per thousand 
inhabitants. At the .same lime, the number 
of sending and receiving nations has 
increased - at least 1 25 million [Kople now 
live outside their country of origin Most 
emigrants, however, do not leave home for 
destinations lataway hut tend to stay within 
their own region. More than hall the global 
flows of migrants now occur between 
developing countries 
As the report emphasises, greater laboui 
mobility is important for overcoming 
regional imbalances To begin with, it makes 
economic sense for the migrants themselves. 
Spatial mobility is frequently a rational 
response to belter chances perceived 
elsewhere, in terms ol job opportunities and/ 
or higher incomes There is. however, another 
side to the story which makes the World 
Bank agree with policies that block the 
spontaneous movement ot people, even 
though they act in line with the idealtypical 
behaviour ascribed lo the lumio fctmonucus 
This IS because of the social and polilical 
friction created by Iransn.alional migration 
The pervasiveness ol inIeination<il poverty 
and falling ttanspoilation and soin- 
municalions costs mean lhal liec labour 
mobilily could le.id lo large immigralions 
lo rich countries ip 67) 

So this IS where the hili h lies According lo 
the World Bank, the threat of social iinresi 
and increasing xenophobia juslities 
restrictions lo the massive movement ot 
people, to high-income countries in particular 
A solution suggested for this problem would 
be lo prohibit the entry of immigrants for 
indcfmitclimeperuxls Oneway lodiscourage 
the altachineni ol newcomers lo the host 
country land their urge lo bring dependents 
as well), IS lo follow the example of several 
countries who stimuLate the rotation of 
migrants by settinga prohibitively high price 
on the renewal of a work [lermit. 


t find this line e^ arj^meatkitm Hawed 
on several counts. Firstly, intra-national 
labour migration frequently causes the same 
type of friction lhal has become increasingly 
associated with the flight of ‘economic 
refugees’ to more prosperous zones els where 
in the world. It is clear, however, that the 
Bank would never dream to argue in favour 
of controls on the quality or quantity of 
[icoplc moving around in their own country 
in seaich of work and a better life in general. 
Secondly, the social and polilical dislocations 
cieaicd by the free llight of capital can be 
just as sharp as when people start to drift 
away, if not more so Why should 
governments only restrain the influx of that 
type of capital which is called human and 
not the exodus of financial capital? The 
report’s observation that capital crosses 
borders more easily than labour indicates a 
policy bias that is actively endorsed by the 
World Bank. 

A Rfc.imf of /vt/ssf/.F/iwt? 

The Bank stoutly denies that the labour 
policies that it would like to see in operation 
bear the orthodox stamp of hisaez-faire, 
l<iis\e:-aller When all is said and done, 
goveinment intervention should ideally be 
limited to public .iction which supports the 
etficieni functioning of markets and 
encourages productive investment As I have 
icmarked earlier, the report is extremely 
cautious on how to deal with uneven market 
piiwer and pays little more than lip-service 
to the needs of major categories of workers 
who are discriminated against nr 
disadvantaged in other ways. 

This conclusion also applies to the 
important .social question, i c, how to cope 
with people’s insecurity or lack of income 
Without bothering much about nuances, let 
alone assess more systematically the 
abundantly available evidence, the Bank’s 
|xilicy document resolutely declares that in 
the past governments have failed to improve 
welfare Ihrough stale action. The prime 
rcctimmcndation is to desist from all elforts 
in this direction loi the m.ijor share ol the 
global labour force which belongs lo the 
informal sector economy The argument 
•igain used is that of undue favouritism 
shown lo categories employed in the formal 
sector 

The allocation of government expenditures 
on social services is often biased against the 
poor, and especially against those in rural 
areas and lagging regions The result is 
usually .1 lack ol adequate sewerage, roads, 
and health and school facilities to .serve poor 
communities (p 47) 

These problems of uneven development can 
be redressed most ctfcctivcly by large-scale 
investment in public infrastructure. Non¬ 
wage benclits should in principle be 
avoided, and certainly not provided by the 
slate, since they hinder labour mobility and 
the healthy operation of the unfettered 
market mechanism. 


' TThtj 

cmployer-wofkers relations in thO informal 
sector are governed by a wide range of social 
customs and traditions which mitigate the 
insecurity of the working poor. Employers 
arc said to continue wage payments during 
the slack season, lo provide loans to workers 
who face unexpected expenses, to support 
older workers or those unable to work for 
health reasons. Wcare told that such informal 
commitments by employers, although not 
formally agreed upon in advance, are an 
important part of socially acceptable codes 
ofconduct. I must have missed this important 
dimension in my research among the working 
poor in many and varied rural as well as 
urban locations. Or have I fallerf victim, 
innocently or even willingly, lo systematic 
misinformation? In answer to my persistent 
queries, these workers tended emphatically 
lo deny practices of benevolent paternalism. 
A more plausible conclusion, to which 1 feel 
justified in view of the counter-evidence in 
support of my different interpretation, is that 
the Bank’s report is authored by a team of 
economists who arc much more sympathetic 
to the interests of capital than to those of 
labour. 

Il is not only the continued prevalence of 
patron-based support mechanisms which, 
from the World Bank’s point of view, argue 
against the early introduction of a public 
safety net in order to case life somewhat for 
the most vulnerable categories. Such public 
provisions are also deemed unnecessary 
because of the tics of solidarity said to exist 
among kinsmen The claim is made in a 
sweeping statement which shows an 
outrageous degree of ignorance about the 
lives of large segments of the working poor, 
l-inanciai help from relatives remains the 
principal form of income support and 
redistribution in developing countries. The 
extended family .system is an important way 
of providing extra income and security to 
individual workers and their immediate 
households. . Private transfers play an 
important insurance function in .addition to 
reducing income inequality; they provide 
old age support and amelior.ite the effects 
ol disability, illness, and unemployment. In 
mostdevclopingcountries.especiallyinrural 
areas, older generations rely on the young 
to supplement their income (p 87). 

Public works programmess can 
complement private efforts to help the 
unemployed poor, provided that the 
recipients are willing to work for low wages 
and to go wherever such work is olTercd. 
The low wages act as a self-targeting 
mechanism since they will be accepted only 
by the truly needy. For the more privileged 
labour in the formal sector, governments of 
low- and middle-income Countries with 
limited administrative capacity arc advised 
to adopt schemes based on severance pay. 
naturally co-financed by the workers 
themselves, rather than to introduce 
unemployment insurance. Reading such 
directives one wonders if the World Bank 
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really comprehends that governments ikre 
not mere bureaucratic agencies but alsd, and 
in the first place, political bodies which have 
to come to terms with the demands of their 
electorates 

Finally there is the problem of people 
who arc unable to find employment, whether 
temporary or permanent As for the first 
category, until the moment of their 
reintegration into the labour market, public 
employment schemes can deliver poverty 
relief policies cost-elfcetively For those, 
however, who ate unemployable not only 
now but forever again - perhaps due to old 
age 01 disability - the public transfer of cash 
or tood may be required It goes without 
saying that these hand outs should also in 
these instances becompicmented by reliance 
on the type of pnvate support mci hanisms 
which, according to the received wisdom ot 
the World Bank aic such an important feature 
of social life in traditional [which are those'’) 
societies 

On Bai ANcr 

What docs the immediate future fook like 
for the working poor at the bottom ot the 
global economy always assuming that this 
vast multitude is willing passively to accept 
the labour regime that is euphemistically 
said to have been formulated loi their own 
good’ According to World Bank calcu¬ 
lations, the difference between rich and poor 
will be in the order of 50 1 by thcye.'ir2010 
The implication is a drop to a level only 
marginally below the one icached about 10 
years ago in 1985 Such a ratio gives little 
ground forcxullation But even this outcome 
cannot be guaranteed The best-case 
prognosis comes accompanied with the 
Wiirning that if pisor cdUntiies do not pursue 
market based policies or if the trend of 
global integration should be halted by 
protectionism the inequality which has been 
growing rapidly during most ot this century, 
Witt further escalate and reach a proportion 
in the near future of 70 I In fact, the Bank 
document signals that this scenano may be 
more realistic than an early reversal followed 
by a strong spurt in the direction of greater 
equality 

In both China and India, the two awakened 
Asian giants, labour policy is in need of 
drastic reform There is a particular need to 
speed up the transition process in China and 
Vietnam and on the Indian subcontinent 
countnes where the bulk of today’s poor are 
concentrated 

Each has a small group of workers who are 
relatively well paid and enjoy high job 
security and, especially in China, generous 
non wage benefits, but are stuck in activities 
that need to be restructured Regulation is 
excessive, and workers have substantial 
political power - manifested in south Asia 
in independent and highly politicised unions 
in China in the potential for industrial action 
Resistance to change could threaten the 
transition to an open economy and the 


miegratioo of the domestic labour market 

(P 122) 

Moreover, there is always the danger of 
backlash from the industrial countnes in the 
wealthy part of the world, possibly linked 
with concerns over labour standards Further, 
there is the nsk of rising competition from 
China, Vietnam and the countnes of south 
Asia for the poorer members ot the group 
ot late industnal nations, and from central 
and eastern Europe for the richer members 
of the same club 

In short, things may worsen before they 
eventually start to get better Behind this 
dismal prospect for the huge army of poor 
people the more well to-do part of working 
mankind living in developed countries 
recci vesa far more positive message, namely 
that they need not worry about any drastic 
fall in their living standards The gams they 
have made within the lifetime of a lew 
generations are not likely to lade away or 
be reduced i n f uture years, whether absolutely 
or relatively by any serious attempt to 
redistribute the cake of global wealth 
During the next lew decades at least the 
gap will remain What cisccould be expected 
in view of the manifold structural 
impediments often of long standing that 
poor people have to lace in their desperate 
struggle to do better in futuic than in the 
past’ The early stage of the globalisation 
process has been of crucial importance in 
building up economic disparities in the 
world 

Particip iiion by the developing counli les in 
the eiilier globalisation ot I850to fOOOwas 
shallow and often based on unfavourable 
terms especially in Asia and Africa They 
exported exclusively primaiy pioducts and 
cipitil flowed in mainly to support such 
cnlcrpt iscs to develop capacity in natui al 
rcsourc c extraction and niaint iin the support 
of friendly governments (p 55) 

Here we are t,ilking I course although the 
words are careti v avoided, about 
colonnlism and ex| ilation by colonial 
govetnmcnls Readers ot the report who are 
reasonably familiar with the modern 
economic history of Asian and African 
societies or for that matter in the Caribbean 
region will be ama/cd that the integration 
of these countnes in the world economy 
under colonial rule is siimmed-up as a 
‘shallow Inst round of globalisation Such 
casual phrasing is a telling comment on the 
lack of histoncal depth among the experts 
on whom the World Bank policy-makers 
rely lor authoring their documents 
The World Development Report 1995 has 
a high ideological content To put if more 
crudely, it serves propaganda purposes and 
shows ail the characteristic features of such 
publications It exaggerates, distorts, selects 
or avoids information, and every now and 
then does not shy back from disinformation 
Examples of the last type of misrepresentation 
include that wages of agricultural labouiers 
in India rose by 70 per cent between 1970 
and 1990, that in Indonesia growth has 
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reduced jnequiyfiy;‘^>eefeW5/Miibiu.diity 
or risky work »likely to pay more A more 
fundamental objection to my mind is that 
some core issues arc underplayed or in several 
instances even totally ignored 

To give a few examples, there is scant 
discussion ot the displacement of labour due 
to technological innovation The relevance 
of this topic can be den ved from an incidental 
press flash in my own country reporting that, 
while profits tor major Dutch business 
corporations have increased fabulously of 
late their record in terms of job creation is 
abominably poor Within the abundance of 
statistical data contained in the Bank report, 
one would search in vain for any clue to the 
changing quantum of labour cost in the 
overall production pnceofcommoditicsihat 
circulate in the world economy in different 
stages of processing And finally all 
information on the share of business profits 
going to respectively labour and capital is 
avoided like the plague 

Marx’s oeuvre on political economy has 
been criticised severely from the moment of 
publication and quite rightly so His ideas 
were dogmatic and reflected a heavily 
mechanistic view on the stages of economic 
growth which was moreover, unduly 
Eurocentric However the the World Bank's 
credo seems equally doctrinaire The 
differences in substance and style arc too 
many to list, but one is that while Marx never 
disguised his pwli pris, a prime source of 
inspiration for writing his work the leading 
B ink in the business of globalisation makes 
believe that its labour catechism is an 
objective and even handed appraisal on how 
the working poor in the world can be 
redeemed from their life ot misery That is 
a sophism 

The Woild Bank s black and white 
thinking which colours both its policy 
analysis and recommendations is illustrated 
by the notion that the main task of 
government is to create a climate .ind 
environment that is conducive for capital 
in floutish ic to operate with maximum 
efficiency and efficacy There is nothing 
in the Rank s report on the background ot 
capital and how it originates, on the social 
identity of its owners or what they want 
and why 1 he lationalily of capital is never 
questioned in principle A basic assumption 
of the World Bank seems to be that capital 
IS willing to behave with political 
correctness in other words to act with 
social propriety and to adhere to policy 
directives that favour investment in 
productive activities which create 
employment No reference is made to 
speculation or to the role of black money 
and Its impact on employment and labour 
relations far beyond the informal sector of 
the economy The international circulation 
ot these huge amounts lacks transparency, 
ofcourse, but that is no reason for remaining 
silent about these financial conduits and 
the way in which they impinge on labour 
conditions at the global level 
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The mantras of the Bank relating to 
employment and labour are ultra anti-statist. 
In defence of that virulently hostile bias, the 
report harps on the complete failure of 
socialist economies, particularly in eastern 
and central Europe, ending with their total 
collapse. Many points are well made. In its 
eagerness todri vethe lesson home, however, 
the Bank goes overboard by clubbing 
together socialist state regimes and countries 
with mixed economics. Although in the eyes 
of the World Bank these are presumably 
tainted by the same disease - both having 
provided cradle-to-grave protection for their 
workers - the two cases should be 
distinguished as different political cconomic 
systems with past trajectories that were 
markedly divergent. The upshot of this 
observation is that the very substantial 
progress in the quality of the labouring 
existence in my own country over the last 
hundred years would not have come about 
without public intervention in the domain 
of private economy. The emancipation of 
the working class was accompanied by the 
harnessing ofnaked capitalism through social 
and political action promoted by social- 
democratic as well as chnstian-dcmocratic 
ideologies. The outcome of this struggle in 
the Netherlands was a welfare state which, 
although now in the process of being slimmed 
down, still seems to have a viable future. 
The verdict of the World Bank that 
governments in the past failed to improve 
welfare through state action caricatures the 
track record of many nations in Europe and 
other parts of the world, and docs not do 
justice to the testified success of redistnbution 
of income through public policies. 

Ending on a Di.scuNSoi.A fE Noit 

The Bank has a poor reputation on equity 
and social justice. It is tme that the repoit 
endorses greater political openness and 
democracy, but not so much as worthy goals 
in themselves, so it seems at least, but as 
useful means by which to increase economic 
efficiency and raise production. The other 
side to this is that, while authoritanan regimes 
do not face open opposition, democracies 
are held accountable but precisely for that 
rea.son often have difficulties of legitimacy 
in times of structural adjustment. 

Labour market dualism is strongly rejected 
because the many benefits showered on 
formal sector labour, a privileged but small 
segment in low-income economies, are said 
to disqualify a large part of the working poor 
from striking a better deal. Informalisation, 
however, seems to me to be the wrong way 
of solving the inequity problem. The Bank 
actually replaces the dualism it fights with 
another policy dichotomy, that between 
capital and labour. In contrast to the first 
factor of production, which is allowed to 
insist on stability and security, workers arc 
expected to behave with maximum llexibility 
which puts many of them into a state of 
extreme vulnerability. My conclusion is that 
the World Bank hides its political choices 


behind economic arguments which angi veh 
the status of natural laws. 

A last question that comes to mind in this 
concluding part of my critique is whether 
most of the money Ho wing to state treasuries 

- a more modest amount anyway in view 
of the Bank's advice to tax capital lightly 

- will not be needed to maintain law and 
order. The situation that I encountered in the 
Jamaican capital during the summer of 1 995 
indicates what may represent a more general 
state of emergency throughout the world. 

The new Kingston that has arisen is a 
location in which World Bank officials and 
iheirclients would immediately feel at home. 
This enclave consists of modem roads and 
stylish buildings in which hotels, embassies, 
banks, travel agencies, etc, nin their global 
business. The air-conditioncd shopping 
arcades have Amcrican-style eating places. 
In these multi-sioned malls one can buy all 
the familiar brand names which everybody 
becomes lamiliar with during commercial 
breaks on foreign and local TV channels, 
dominated by the endless American soaps. 
Consumers are allowed to pay in Jamaican 
money but the U S dol lar has become st andard 
currency as well in this milieu. 

Only a short distance away, downtown 
Kingston with its slum settlements belongs 
to another world. A street vendor in the local 
Jubilee market could not even change the 
small note with which I tried to buy a lew 
mangoes. Helmeted soldiers patrol the streets, 
armed with action-ready rifles to quell the 
private wars fought between criminal gangs. 
The visible state power intensifies the giim 
atmosphere which is felt rather than seen. 
Aliens, a category which includes foieign 
tourists but also members of the capital's 
growing 'middle class', are advi.sed to stay 
away from this troubled zone. Political parties 
recruit Lumpen in this locale to do their dirty 
work. A .stark naked man, evidently mentally 
disturbed, wanders around in the streets. His 
wild gesticulations and shouts are ignored 
by all who pass him by. On the corner I try 
to avoid looking at a small demonstration 
of violence. A boy is surrounded by two 
helmeted soldiers who threaten to beat him 
with the butts of their rifles. 

My impressions walking the streets of 
Kingston are confirmed in the review which 
I quoted earlier on the Jamaican experience 
with structural adjustment policies. Two 
contributors to this collection of essays 
portray the losers as follows. 

They were seen in the incrca.sed number of 
homeless and mentally ill .searching through 
the garbage containers, they were aburtbild 
among the numbers of youth recruHOd Httfi 
cnmmal posse, they were included among the 
fixed income pensioners whose private pro¬ 
perty could not be relieved by food stamps, 
they were numbered among those who stood 
grimly in visa lines, and they were found 
among those whose incomes were 
increasingly inadequate for the purchase of 
basic food requirements (Anderson and 
Witter in Le Franc 1994:52). 


Whi^'is tn 

discussion on fife dighity of labour in its owM 
right, and on the need tosafeguard the quality 
of social life in the ongoing process of global 
integration. The World Bank seems to be 
much more concerned about dualism in the 
labour market than about the growing 
bifurcation between the haves and have-nots 
caused by the type of policies it prescribes. 
Such a trend towards polarisation is bound 
to end by a division of people at the national 
as well as the global level, into two segments: 
(he included and excluded. At the end of the 
introductory overview the report briefly 
considers this frightening spiral: 

Indeed, there are risks that workers in poorer 
countries will fall further behind, as lower 
investment and educational attainment widen 
disparities. Some workers, especially in Sub- 
.Saharan Africa, could become increasingly 
marginalised. And those left out of the 
general prosperity in countries that are 
enjoying growth could suffer permanent 
losses, setting in motion inter-gcneralional 
cycles of neglect (p 8) 

That this is no hypothetical .scenario 
becomes clear when, much later in the report, 
the observation is made that countries which 
are initially poor tend to invest less and to 
have less educated populations. The circle 
is thus closed. Poor countries tend to grow 
more slowly than richer countries in spite of 
the (small) advantages conferred by 
backwardness, because their very poverty 
does not allow them to invest in human and 
physical capital to the same extent as the 
nchcr countries. How can that conclusion be 
combined with the document's major 
recommendation th^t tells governments not 
to bother about redistribution of income or 
resources but instead to concentrate on 
investment in health and education for their 
children? 

The policies outlined by the World Bank 
reflect more than mere technocratic 
pragmatism. It is an approach that leans 
towards social darwinism.dressed up in a 
new jargon which is more polished than the 
earlier variety some hundred years ago. The 
Bank takes sides and, contrary to what it 
claims, not in favour of the poor populations 
who will continue to make up a very large 
part of mankind in the 21st century. 

Note 

I See for more detail Breman (forthcoming, 
1996). This monograph is the outcome of my 
research in recent years on the dynamics of 
infonnal sector labour in urban and rural 
south Gujarat 
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ReveiiUeMn^e Vs Real ^^Iage 

Jnder-Eiiiimeration and Non-Enumeration 
inder Srisailam Project 

' Ramachandraiah 

By hUttdly following certain concepts such as that of 'revenue village’, 
the Census exercise Ims in certain areas resulted in under-enumeration 
and non-enumeration. In areas affected by the Srisailam project in 
Andhra Pradesh, for instance, entire villages have been left out. 


BROUGHT out as a joint venture ot state 
and central governments, the District 
Census Hand Book (DCHB) is one ot the 
important Census publications especially 
in the context ot the planning and 
development at grass roots level. It is the 
most important, ratherthe only, source that 
provides village level information for several 
demogi.iphic ami socio-economic 
char.icicnstics. Ever since 1951 when the 
■\illage statements' were replaced by the 
DCHBs, certain improvemeni.s have also 
been made in the content and depth ot 
information presented in successive censuses 
Thus in 1981. exhaustive inloimaiion has 
been incorporated li) meet the needs ot not 
only "micro-lcvcl and local area planning 


not necessarily, the revenue village which 
has definite surveyed boundaries and is 
recognised by the district administration. 
The village may or may not have hamlets 
but these hamlets are situated within the area 
of the village. One may infer that even if 
there arc hamlets, what appears in theCensus 
IS the name of the (revenue) village. Here 
lies the problem. The concept of revenue 
village was introduced by the British as the 
lowest administrative unit in the settlement 
hierarchy tor revenue collection and not for 
any local level planning and development. 
If one has to examine various dimensions 
of development at village level, there is no 
way one can know about hamlets through 
the DCHRs. .Some of the hamlets arc quite 


significant somettmes, asUg 

as the mailt' Hself, 

The DCHBs have not been published for 
1991: the data are available in floppy- 
diskettes. We make an attempt to compare 
the population figures of some of the 
displaced villages between 1981 (prior to 
displacement) and 1991 under the Srisailam 
project in Andhra Pradesh. The population 
figures for 1991 have also been obtained 
from the local Mandal offices forcomparison 
with the Census data of 1991 to assess the 
differences The feasibility of the Census 
adopting ‘revenue village’ in providing data 
to be uiscful for micro-level planning and 
development is also discussed. The analysis 
is confined to Kurnool district because of 
(he easy availability ol data at the micro¬ 
level. 

More than a lakh of people were displaced, 
rather forcefully evicted, in May 1981 in 
Kurnool and Mahabubnagar districts under 
the Sn-sailam project in Andhra Pradesh. 
About 82 villages were submerged 
accounting for more than 21.000 dwelling 
units. Another 35 villages lost part of 
agricultural lands. The government of 
Andhra Pradesh did not have any 
rehabilitation policy other than paying cash 
compensation. The compensation paid to 
lands was only one-fourth to one-fifth of 
their market values. Similarly compensation 
paid lor hou.ses was also much less compared 


for mr.il.ireas”bui also “to meet the Minimum 
Needs and Revised Minimum Needs 
Programme of the Planning Commission'’. 
The purpose was also to "help [in j icgulating 
the provision of goods and services and also 
to enable minimising regional imbalances in 
the process ol development". 

The Census has adopted a village as the 
smallest unit and this village tollows, though 


TAril, 1. ChANOINO SKTIirMI.NI I’atti-.rn in 
Ki'Rnikii, DisiKin 


Old .Scltlcinent(s) 

New .SeltlcincnKs) 

Pruthakota 

Praihakota East 
Pruthakota West 

G.'tnapurnin 

' M G.ti)npurain 

N Canopurain 

Thatipadu 

' Thulipadu 
Bhaskarapurain 

Gumniadapurani 

P Cuininadapurain 

C Gummadapuruin 

Vanaiiiatapadu 

. Vonamalapadu East 
Vanama^padu West 

Arlapadii 

Veefapunun 

Murvakonda 

Nehru Nagar* 

K K Piagatur 

P K Pragatur 


Sankirenipallc 

' Sankirenipalle 
Vanamalapodu Host 

Yellala 

: Yellala 

K Muchchumam* 

Patainoni 

: Palomani 

Pagidyala* 


• Pie-exiHing. 


Tabu 2 OiscRti'ANciKS in Population Daia betwli.n Clnsus and Manual Offices in 1991 for 
Displaced Vili.ai.fs Kurnool Distrk'i 


SI Name of Name of 


1981 Censu 

3 

1991 Census 

1991 

No the Village the Mandal 

House- 

Popu- 

Lite- 

House- 

Popu- 

Luc- 

Popu- 



holds 

lation 

racy 

holds 

lation 

racy 

taiion 

1 Praihakota 

Paeidvala 

1.501 

74C6 

26 51 

- 

- 

- 

7840* 

P West 


- 


- 

348 

1876 

40.35 

4696 

P East 




- 

301 

1.504 

34.24 

1270 

llainlcLs 









Vanainalapadu 


- 


- 

- 

- 

- 

892 

Sankirenipalle 


- 


- 

- 


- 

982 

2 Muchchuinarri 

Pacidviilu 

731 

.3964 

22 4.3 

1168 

6262 

.30.58 

4972 

.3 Nchrunagar 

Pagidyala 

- 


- 

- 

- 

~ 

I.3324* 

Coinpunenis. 









Nchrunagar 



- 

- 

- 

- 

- 

2999 

Murvakonda 


1082 

5.362 

24.17 

1396 

6627 

.32.70 

5849 

Vecrapuram 


261 

1.377 

16.85 

‘Un-inhahited’ 


772 

P K Pragatur 



- 

- 


- 


1658 

K K Pragatur 


- 

- 

- 

- 

- 

- 

823 

Arlapadu 


- 

- 

- 

- 

- 

- 

1133 

4 Ganapuraiii 

J Bunglow 

920 

4696 

20.85 

279 

1265 

.39 76 

2764* 

M Gonupuraii) 


- 

- 

- 

- 

- 

- 

672 

N Canapuram 


- 

- 

- 

-- 

- 

- 

831 

Hamlets 









Poihulapadu 


- 

- 

- 

- 

- 

- 

948 

Chebolu 


- 

- 

- 

- 

- 

- 

313 

5 Thatipadu 

1 Bunglow 

582 

.3227 

22.44 

732 

.3510 

.32.82 

3507* 

ThatifKidu 








2465 

Bhaskorapuram 


- 

- 

- 

- 


- 

1042 

6 Guininadopurain 

Kothapalle 

.315 

1618 

21.69 

428 

1916 

20 04 

11.3.5* 

P Gumniadaituram 


- 

- 

- 

- 

-- 


7.30 

C Gummadi^ram 


- 

- 

- 

- 

, - 

- 

405 


Nines: * Includes subdivisions and hamlets. Figures are based on the data obtained from the 
inondai offices. 

The hamlet Vonamalapadu under Praihakota has divided into two (Table I). 
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to what the constniction of a similar new 
house would have cost. Neither the 
government identify new sites in advance 
for resettlement. 

The way the people were displaced and 
compensated underSrisailam project will go 
down as one of the darkest chapters in the 
history of major dams in India. People had 
to identify new sites and resettle on their 
own. In the process, a number of poor people 
from many villages .settled in faraway places 
in search ol livelihood. A few sctllemcnts 
have completely disintegrated in the sense 
that they could not resettle at one place and 
retain the original village identity. One 
such village is Sangameswaram, near the 
confluence of Bhavanasi with Krishna 
(which already has waters of five rivers 
within it) and known as Sapta Nadi Sangam. 
It had a famous temple visited by thousands 
on Mahasivarathri day. The ‘lingam’ in the 
temple is made of wotxl and is known to 
have been consecrated by Dharinaraja. the 
Pandava chief. Another consequence of 
displacement is the divisin of settlements 
Broadly, intense factionalism in Kurnool 
district and nearness to the unsubmerged 
lands in Mahabubnagar district were the 
mam reasons for .such a divi.sion. .Some of 
the villages al.so have lesetlled at one place 
thus forming a larger village (Table I). 
Nehrunagar has emerged as a big village 
but the old village names arc retained in 
their respective localities with u distinct 
identity. Displaced people from scvcial 
far-off villages have also settled here. Of 
thefiveold villages that makeup Nehninagar. 
two are revenue villages, Veerapuram and 
Murvakonda. Thus the .settlement pattern 
has undergone considerable change in the 
aftermath of displacement For any 


development, it is imperative that theu 
changes are taken into account and the 
population figures are recorded correctly. 

One may notice serious discrepancies in 
the population figures of these settlements 
in 1991 between those obtained from the 
Census and mandal offices (Table 2). The 
census figures arc expected to take into 
account the hamlets also. In all the hamlets 
and component villages mentioned in 
Table 2, a number of schemes like 
IRDP. DWCRA, JRY. etc. a ; under 
implementation at considerable investment. 
Field work data from these displaced 
villages suggest that the mandal figures arc 
closer to reality. Incidemally. these figures 
have al.so been provided by the Census 
authorities as per the views expressed by 
the concerned officials at mandal level. If 
-so, why such discrepancies? The hamle'.s 
of Prathakota arc located quite far away 
whereas the two subdivisions are close-by 
on cither side of the K C canal. Ol ihc 
component villages of Nehrunagar, only 
Murvakonda appears in the Census and its 
population does not i.illy sviih the loial 
ligurc. Despite Ihc two ,suhdivi.sK>ns. 
Ganapuram and Gummadapiiiain appc.tr as 
single villages in me Cci..sus The !,.imlci 
Pnihuiapadu is the place vheie liic head 
regulator Ivir Sns ulam Right Branch Mam 
Canal (SRMC) is loi.a!cd which in Iniii 
would .supply water m Tcliiga Canga 
Sn.sailani Right Branch Can.ii (SRBC) and 
partly augment K C canal waters In \iew 
of these signtl team changes m the sciilcincnt 
patlein. it is dilliculi to understand how the 
Census figuies (ol 1991) would provide a 
basts lor development programmes of the 
Planning Commission and enable in 
"minimising regional imbalances in the 


That the atititiirit^ at ilie 
level have blindly followed the concept of 
•revenue village’ becomes evident furtter if 
one looks into Tables 3 and 4. Four revenue 
villages lost all the land and two more in 
a very high proportion This also highlights 
the extent of submergence. All the four 
villages, whose lands were completely 
submerged, along with another village, are 
reported to be ‘un'iithid>ilcd’ villages in the 
Wl Census (Table 4). The fact that these 
villages have been rescaled (displaced) was 
lost sight of. Palainarri and Beeravolu are 
located very close to the mandal headquarters. 
These villages are reduced in size drastically 
because people have left for other plSccs to 
settle down in the aftermath of displacement. 
Becauseof the lands were totally submerged, 
they cease to exist as revenue villages but 
what about the people who have resettled? 
A number of schemes are under 
implementation in thc.se villages also 
fortunately because they arc visible and 
mandal offices have the population records. 
This amounts to non-cnumcralion of villages 
ihcm.scivcs in the Census while Table 2 
discus.sedcarherrefersloundor-cnumcration. 
The villages 111 Tabic 4 may continue to be 
K-porlcJ as ■un-mhabiieir unless corrective 
.steps arc (aken by the Census. Steps also 
need to be taken to ensure that the 
I niimeiaiurs do not strictly adhere to the 
s oncept o ‘ re venue VII lagc ■ to the deiri ment 
of othei villages. 

Such under-Lnumeration is not confined 
to the displaced villages. The fact that 
.several hamlets do not appear in 1981 
(poor to displacement) suggests that there 
IS something seriously wrong in the 
methodology adopted by the Census in 
identifying villages and hamlets. What is 


purposeful micro-level planning and process of development" 


Table 3. Land .Submeruld under Revenue Villages in Paoidyala Mandai . Kurnool Distrio' 


Name of the 

Ihc Revenue 
Village 

Total Geographical 

Area before Submergence 
(Acres) 

Land Submerged 
(Acres) 

Per Cent of 
Submergence 

Prathakota 

MM 99 

.5728 79 

87.66 

Muchchumam 

19 

1431 19 

26.69 

Murvakonda 

6.S55 37 

51.30 37 

78.26 

Palamam 

151869 

1518,69 

100.00 

Beeravolu 

2407 35 

2407.35 

100.00 

Veerapuram 

1.393 70 

1393.70 

100,00 

Yellala 

2604 20 

2604 20 

100.00 


Note: Similar data are not available from several mandal orfices 
Source. Mandal Revenue Office. Pagidyala Mandal 


the borderline of population between these 
two units? It may be interesting to examine 
this problem over wider areas. Inclusion 
of all settlements at least up to the minimum 
population of 50 in theCensus is imperative 
if the data are to be used for any meaningfut 
planning at local level. What is important 
in the context of planning is the settlement, 
a practical and real entity, with its 
population rather than under whose revenue 
jurisdiction it is located. The aggregate 
figures available fora village can sometimes 
be misleading in the absence of information 
for hamlets. Delimitation of boundaries for 
all small settlements will pose some 
difficulties. To overcome this problem. 


Table 4- Existing Viilagi,' Mentioned as ‘Un-Inhabited’ Villages in 1991 Census 
IN Kurnool District 

Name of Ihc Name of the _ Populalion _Per Ceni Change 

Village Mandal 1981 1991 (1981-91) 


hamlets may be listed for each village while 
providing information, and only the 
location and boundary of the village may 
be depicted on the map (a^is the practice 
now). The DCHBs may become slightly 


Bijinivemuia 

Nandikolkur 

1821 

1878 

3.13 

Veerapuram 

Pagidyala 

1.377 

772 

-43.94 

Yellala 

Pagidyala 

15.34 

1287 

-16.10 

Beeravolu 

Pagidyala 

28()9 

11.31 

-60.58 

Palamam 

Pagidyala 

1504 

235 

-84.38 


' Population figures for 1991 are obtained from mandal offices. 


bigger in size with the inclusion of hamlets 
but the exercise will serve the purpose 
better than that at present. This it required 
in the larger interests of providing 
comprehensive data base for micro-level 
planning and rural development. 
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Practice of Pedagc^ in Non-Formal 
Education 

Aiu*n Ghosh 

In the context of the present din over Total Literacy, a smalt effort, 
discussed here, at putting into practice a critical pedagogy slwws our 
pedagogues how to stop canting and start acting. 


MUCH discussion and debate has focused 
on alternative pedagogy in non-format 
education across the world. The quest for 
alternative pedagogy has spanned Paulo 
Friere's Brazilian experiment with the 
pedagogy of the oppressed'. Sylvia Ashton 
Warner's ‘organic teaching’ among the 
Maons in New Zealand, to the Italian school 
at Barbiana. Yet how far has this rubbed off 
on the practice of non-formal education in 
India? A slim but attractively produced two- 
part primer in Bengali. Major Para Lekhar 
Khela by Sandip Bandopadhyay a. sponsored 
and published by Unnayan, a social action 
group from Calcutta, affords us an 
opportunity to reflect on the practice of 
pedagogy in non-formal education here. 

Written specifically for the 6-14 ycai 
old children of Unnayan's non-formal 
education centres located in the fringes ol 
the city, the primer evolved through a 
participatory research process whereby the 
author initially tried out his lessons with 
the children in the above centres before 
including them in the primer. Children’s 
suggestions and responses were kept in 
mind before the lessons were given final 
form. Often their responses were included 
verbatim in the text 
Most of the children in the education 
centres were from poor lamilics living in the 
slums and ’jhopris' (s(|uaticr settlements) in 
the eastern part of the city. Their parents 
worked as drivers of van rickshaws. peddlers 
as well as maidservants. Many of the children 
also worked in the small workshops or tea 
stalls and hence could not attend regular 
schools. The non-formal education centres 
were for them a window to the world. 

’The primer seek*to build on the children’s 
experiences. Itdoes not considerthe children 
to be completely uneducated or assume a 
tabula rasa*. By according value to their 
experiences, using their words and 
experiences, as well as incorporating aspects 
of their everyday experiences, the primer 
seeks to avoid either talking down to the 
learners or preaching to them. Proceeding 
in an open-ended manner by questioning 
their own situation, the primer seeks to 
organise, link and supplement their pre¬ 
existing information In a way that the 
children can bogin to comprehend their own 
predicanKnis. A lesson on water in Pan II 
illustrates tise modus openuuH. 


The lesson opens by asking what does it 
mean to be thirsty and proceeds by 
incorporating two actual responses. A girl 
says, ‘when I am thirsty my insides seem 
to be parched’. Another boy adds, ‘without 
drinking water we cannot survive. Water is 
another name for life.' These then lead to 
a discussion on the sources of water like tup. 
well tubcwcll, pond, canal, river and ocean. 
After querying their relative familiarity with 
these different sources, it quizzes them on 
Its differential availability in rural and urban 
.situations It asks where their water supply 
comes from. Moving on to note how clean 
drinking water is more often available to 
|)coplc in urban areas than in the villages, 
It coniinuc.s by pointing out that in the city 
people living in houses have greater access 
to it than those living in the slums and 
Squatter scillements. Is this the reason why 
the people in the latter suffer every year from 
gaslro-entoric ailments'’ Afici explaining 
how the presence of bacteria makes water 
unclean, ii asks why is it that everybody docs 
not get access to clean drinking water? Isn’t 
the availability of clean drinking water a 
basic right? 1'he lesson concludes by 
reminding the children the recipe for 
rehydraiion as an antidote to gastro-cnteric 
illnesses. 

Clearly, the lesson proceeds by questioning 
the familiar environment while introducing 
learners to logical reasoning and the 
rudiments of scicntiric method. Signiftcantly, 
it does not assume a homogenetty of 
experience between the learners and their 
instructors, nor docs it gloss over the 
contradictions and inequalities of their social 
situation. 

• The primer has several other distinctive 
features. Keeping in mind Saussure’s 
proposition that the word is an arbitrary sign, 
the author does not standardise linguistic 
usage. To retain the vibrancy of their language 
he use.s their non-standard expressions. For 
instance, a little girl says that after she returns 
from school she does not play with her infant 
brother but "gives play (things) to him*’! In 
the primer alphabets are not enumerated 
separately from words. It is through the 
words that they team the alphabets as well 
'Is leam to draw shapes and familiarise 
themselves with numbers. But this means 
that the learners do not leam the aiph^i.\ 
or numbers in sequence. This could prove 


to be an impedimeiK loseque^al cognition. 

By including folk-tales and myths, it seeks 
to encourage the imaginative capacity of a 
child while eschewing moralisms and 
religious instructions. It is the body which 
is the principal referent of the self. And the 
seif IS located in specific social andeconomic 
environments. In a background note on the 
writing of the pnmer, the author sums up 
his own ideas on education; 

Education, wc believe, does not mean loodi ng 
a child's mind with ideas from above. To 
educate' is to help children feel, question 
and Judge the things going on around them, 
it IS to activate n child's cognitive ability 
and sensitise him/her to the various 
contradictions that characterise society. 
Children, thus educated, learn lo challenge 
the unjust systems and take up action for 
theirchange. We offer no solution, no recipe; 
we refuse to look upon learners as empty 
vessels to be filled in with chunks of 
‘knowledge’. Our aim is lo lead them to 
critical and creative thinking so that they 
may act/iniervene lo change their conditions 
of living. 

Even if this is an over-optimistic evaluation 
of the role of cognition, there is little 
gainsaying its positive outlook. The primer 
is not filled with csotenc knowledge which 
alienates, but works with the learners in 
sustaining and nurturing their curiosity and 
critical spirit. 

In the context of the present din overTotal 
Literacy, this small effort at putting into 
practice a critical pedagogy may remain 
another i nsigni ficam altemati ve. But it surely 
shows our pedagogues how to stop canting 
and start acting! 
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Social Development Summit 

Abdication by UN 

Ninan Koshy 


At the World Social Development Summit in Copenhagen the United • 
Nations legitimised the role usurped hy the Bretton Woods institutions, 
thus giving up its own powers and functions in the economic field 
mandated hy the Charter. 


WHII -’c the ostensible object! ve of the World 
Social Development Summit was to address 
urgently ‘profound soctal problems spcctally 
poverty, unemployment and social exclusion 
that aficet every country' and ‘to launch a 
new era of international co-opcration between 
governments and between |H:oples‘. it was 
actually part ot a process to redefine and 
lestructure the United Nations to suit the 
interests of the west, particularly the US, in 
the pt)si-cold war era. 

At Copenhagen, the United Nations 
legitimi.sed the role usurped by the Bretton 
Woods institutions (BWis) thus giving up 
itsown powers and functions in the economic 
field mandated by the Charter It sanctified 
the political philosophy of the World Bank 
and the International Monetary Fund. The 
member .states of the UN by the commitments 
made at the summit undertook substantially 
less obligations than they are legally bound 
under the International Covenant on 
Economic, Social and Cultural Rights. The 
demolition of the UNCTAD is followed by 
the shots tired at the ILO through the World 
Trade Organi.sation. 

1'he credibility of the ten commitments 
IS considerably weakened by the record of 
the states which made them. The varying 
degrees of emphasis of different commit¬ 
ments cannot go unnoticed. In some ca.ses 
it IS 'commitment to goals', in .some others 
it is ‘commitment to promoting the goaf 
and yet others speak of commitment to 
‘promoting and attaining the goals'. Some 
goals arc well-defined, some others arc 
processes or just frameworks. The uneven 
nature of the commitments finds retleclion 
in the imbalance in dealing with various 
i.ssucs in the programme of action. 

Tut CoVtNANT AND TIIK SUM.MIT 

The well-defined goals in the 
commitments are eradication of poverty, 
lull employment and universal and 
equitable access to education and health. 
The International Covenant on Economic. 
Social and Cultural Rights encompasses all 
these si>cial goals The important distinction 
bet ween the commitments and the covenant 


is that while the former arc declarations of 
intention by governments, the latter is about 
rights of the people which the governments 
arc legally bound to ensure. The summit 
showed that the UN is averse to the 
di.scourse of rights with regard to social 
development. 

Article 2 of the covenant is of particular 
importance to a full understanding of the 
covenant and must be .seen as being in 
dynamic relationship with all of the other 
provisions of the covenant. It de.scnbes the 
nature ot the legal obligations undertaken 
by states parties to the covenant. These 
obligations include both what may be termed 
obligations of conduct and ohiigations ol 
result. While the covenant provides for 
progre.ssive realisation and acknowledges 
the constraints due to the limits of available 
resources, it also imposes variotisobligalions 
which arc of immediate effect. One ol them 
IS the undenaking to guarantee that rele¬ 
vant rights will be exercised without 
discrimination. The other is the undertaking 
in Article 2 (I) to lake steps which in itself 
is not qualified or limited by other 
considerations. Such steps should be 
deliberate, concrete and targeted as clearly 
as possible towards meeting the obligations 
recognised by the covenant. 

The UN Committee on Social, Economic 
and Cultural Rights “is of the view that a 
minimum cure obligation to ensure the 
salistaclion of at the very least minimum 
essential levels ol each of the rights is 
incumbent upon every stale parly. Thus, 
for example, a slate party in which any 
signilicani number of individuals is 
deprived ofcs.sential foodstuffs, of essential 
primary health care, of basic shelter and 
housing or of the most basic form ot 
education, is primafacic failing to discharge 
Its obligations under the covenant" [Al.sion 
199I;4.S1 

It is the .Stales parlies to the covenant like 
India which have prima facie failed to 
discharge such obligations that want people 
to believe in their commitments at 
Copenhagen. 

While It is sometimes argued that 
consen.sus has nut been reached as what 




exactly one is entitled to according to the 
rights in the Covenant on Economic, Social 
and Cultural Rights, as Ramacharan stres.ses, 
there are at least two ‘doors of entry’ to the 
covenant. First, states parties arc obliged to 
ensure that the rights enshrined in the 
covenant are promoted ‘without discri¬ 
minations'. Ramacharan argues that this 
guarantee is as firm as a legal obligation, 
raises an issue that is tangible as well as 
capable of legal supervision and could be 
made justiceahlc at the domestic level 
[Ramacharan 1990]. 

A second ‘door of entry’ hinges on 
subsistence rights which impose ‘immediate’ 
obligation on states and is the principal 
reason fur including the right to food and 
freedom from hunger among the core rights. 
Article 1 (2) affirms that ‘in no ca.se may 
a people be deprived of its means of 
subsistence' It is governments which have 
failed to fullil such treaty obligations that 
have now made 'commitments' 

From the beginning, the UN has given 
a second class treatment to the Covenant 
on Economic, Social apd Cultural Rights, 
notwithstanding its periodic and almost 
ritualistic reiteration that all human rights 
arc universal, indivisible, interdependent 
and interrelated. The end ol the cold war 
gave the west a new opportunity to rcintorce 
the claim of primacy of civil ami political 
rights. The Copenhagen summit has 
followed the line that what arc in the 
Covenant on Economic. .Social and Cultural 
Rights arc not really rights but aspirations 
which the governments may fulfil when 
they choo.se. 

If the governments were .serious about 
their commitments then they should have 
madeacommitmenitoeasurctheratificalion < 
of the core human rights treaties, the 
International Convention Relating to the 
Protection of Migrant Workers and the 
relevant ILO convention, by all states by the 
year 2000. They should have recognised the 
legally binding obligations of the Covenant 
on Economic, Social and Cultural Rights 
and proposed an optional protocol giving 
recourse to individuals as is provided in the 
Optional Protocol of the Covenant on Civil 
and Political Rights. 

As the Copenhagen Alternative 
Declaration signed by some 600 non¬ 
governmental organisations representing 
more than 8.000 groups around the world 
stated. “The economic fr^ework adopted 
in the Draft documents is in basic contra- 
dictioii to the objectives of equitable and 
sustainable social development. The over- 
reliance that the documents place on 
unaccountable open, free market forces as 
a basis for organising national and 
international economies aggravates rt^tfier 
than alleviates the current social crisis" 




i(Cop«ntiageB'Alternittive DBcittrattoh. 
Poliiiken Simmit, March 10. 1995). 

Breiton Woods Inshtution.s 

The document accepts as its basic 
programme structural adjustment policies at 
the national level. In spite of the refrain that 
people should be at the centre of development, 
free market is at the centre. The summit gave 
blessings to the political and economic 
philosophy which rose to prominence in the 
198(h through the Bretton Woods institutions 
and came to be known as the Washington 
consensus. Its underlying assumptions 
include, (a) balance of payment deficits 
are ipso facto evidence of domestic 
mismanagement (fiscal deficits and 
‘distorting’ government intervention); (b) 
economic agents will respond readily and 
positively to ‘enlightened’ price policies; 
(c) markets arc inherently superior to 
government intervention in ensuring efficient 
icsourccs allocation; (d) growth - and by 
1 mpl ication development - should be private 
scctor-led and is facilitated by a liberalised 
ixilicy environment [Grie.sberger I994:xii]. 

Major responsibility for the lollow-up of 
the summit is given to the World Bank and 
IMF with the UN accepting ihcir philosophy. 
The programme ol action says. “The United 
Nations and the Bretton Woods in.stitutions 
should establish regular and sub.stanlial 
dialogue including at the field level for more 
effective and efficient co-ordination of 
assistance for social development’’. The 
secretary-general of the UN in his ‘An 
Agenda for Development’ had already 
identified the Bretton Woods institutions as 
“important sources of development finance 
and policy advice’’ (p 42). 

This may be the place to look at the status 
of the BWIs in the UN system. In the report 
referred to above the secretary general said. 
“The BWIs as specialised agencies are an 
integral part of the UN system’" (p 42). Are 
they? 

In September 1947. the General Assembly 
approved without a vote, the agr ;ments 
between the UN and the IMF. and the UN 
and the World Bank as specialised agencies 
of the UN system. In fact, the agreements 
constituted a declaration of independence of 
the two financial organisations rather than 
one of co-operation with the UN. In the 
discussion on the agreement held in the 
Ecotiomic and Social Council (ECOSCXT) 
of the UN in August 1957, the reprcsenlati ves 
of Norway. Soviet Union and Venezud ’ 
stated that ECOSOC would be depaiting 
from the provisions of the UN Charter if it 
approved the agreements. They pointed out 
that the conditions imposed by the BWIs 
did not permit them to be recognised as 
‘specialised agencies’ of the UN. 


As a fiormer senior ofncial Dt the UN; 
Brsfcine Childers, has pointed out. it is not 
the role of the BWIs to concern themselves 
with issues of macro-economic policies. 
Consideration of those matters is the function 
of ECOS(X; and their adoption that of the 
General Assembly. He goes on to point out 
that according to Article 58 of the Charter 
the General Assembly should co-ordinate 
these policies and according to Article 63, 
ECOSOC should co-ordinate their 
implementation by the specialised agencies 
[Childers I994:7J. This co-ordinating role 
of the ECOSOC was not recognised by the 
Copenhagen summit. 

The Fund and the Bank are not in practical 
terms ‘specialised agencies’ of the UN system 
in accordance with the provisions of the 
Charter. They are simply the instruments of 
major powers and major capital [Teitelbaum 
1994:33]. .Since 1947 when the IMF and 
the World Bank officially became sepcialised 
agencies of the UN system, efforts to ensure 
that they co-ordinate their activities with 
ECOSOC have proved fruitless because the 
two instruments have refused to do so, 
insisting upon theirindcpcndence. The Bank 
and the Fund participate actively in meetings 
of ECO.SOC, but also in very many meetings 
of the various agencies of the UN system 
and the ILO. But there is no reciprocity. 
Neither the Fund nor the Bank receives 
members of these agencies on an equal basis. 

While the Charter gives the ECOSOC the 
power ‘to co-ordinate the activities of the 
specialised agencies’, the summit could only 
say. “Consideration should be given to the 
possibility of holding joint meetings of the 
Council (ECOSOC) and the Development 
Committee of the World Bank and the 
International Monetary Fund”. The summit 
has bestowed legitimacy upon the 
independent status usurped by tlw BWIs. 

At present, representation of the UN in 
meetings of the Fund and the Bank has 
been confined to the annual meetings ot 
the board of governors and the one-day 
meetings of the interim committee and 
development committee held twice a year. 
In recent years the rcpre.scntativc of the 
secretary-general has been excluded from 
the private meetings of both committees. 
The secretary-general of the ILO said in 
his 1994 Report. “It (the ILO) has little 
influence in the deliberations and policy 
decisions of the institutions which play an 
increasingly important role in the 
management of the world economy" 
(‘Defending Values, Promoting Change’, 
International Labour Conference, 1994). 

Apart from the differences among the 
.< states in the drafting suges of the documents 
of Copenhagen, there have been internal 
tensions and conflicts in the UN ^lout the 
philosophy of (he summit and the approaches 
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to. the issues. Soinic^plafn of (he UN have 
been highly critiihil c^the BWIs. Since (he 
beginning of the 1980s the human rights 
organs of the UN have been concerned about 
the impact of human rights of policies and 
practices of major international financial 
institutions. This question has been addreicscd 
in particular by the Committee on Economic, 
.Social and Cultural Rights and the Special 
Rapporteur of the Sub-Commission on 
Prevention of Discri mi nation and Protection 
of Minorities. 

The programme of action of the summit 
speaks of “ensuring an adequate social 
safety net under structural adjustment 
programmes”. It may be recalled that the 
UN working group on the Right to 
Development at its 1994 session drew 
attention to the danger of introducing ‘.social 
safety nets'. It pointed out that while these 
are aimed at mitigating the negative 
social effects of these programmes on 
disadvantaged groups they could - unless 
care is taken - become a substitute for 
global macro-economic policies. The 
concept of safety net treats people as 
secondary in development. Here 
development is synonymous with growth. 
Hence, the reorganisation of the UN and 
Its serious implications deserve close 
security. 
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PERSPECTIVES 


Peasant Movements and 
Empowerment of Rural Women 

Debal K Singha Roy 

Why do women need an extra space within the broad fold of a social 
movement for the articulation of their problems? Do all social 
movements provide the required space and the conditions for such an 
articulation. 


ALTHOUGH the concept of ’women’s 
empowerment' is of recent origin in feminist 
vocabulary, periodic efforts towards the 
empowerment of women may be as old as 
the history ol collective protest or social 
resistance of human groups orcominunilies 
Women’s struggle for etnpowermenl ol 
women may be latent or manifest, visible 
or invisible, symbolic or cone, etc de|)ciidiiig 
on the socio-Luliural context. 

A social movement has been broadl) 
perceived as an organised or collective 
effort to bring about changes in the thought, 
beliefs, value relationships and m.ijoi 
institutions (including poliiical) of society, 
and to establish a new social order |Blumcr 
1951; Toch l%.S; Haberle 1951. 1972; 
GusHeld 1972; Wilson 1973] Organised 
and intended collective actions arcimpor<ant 
aspects of stKial movements. The.sc actions 
are based on defined aims, a meihodology 
of collective mobilisation, a distinctive 
ideology and an identified leadership and 
organisation. For Rao (1987), collective 
mobilisations, ideology and orientation 
towards change arc basic elements of a social 
movement. 

The central thrust of the process ol 
empowerment, on the other hand, is the 
dynamics of power. Power has widely been 
defined as one’s capacity to influence or 
control others; if capacity is legitimised ii 
becomes authority. According to Webei. 
there arc three main bases for the 
Icgitimisation of power; traditional, rational- 
legal and charismatic. One group can have 
effective power to control others by having 
coirol over resources and ideology. Those 
who have power are those who control 
material and knowledge resources and the 
ideology which governs both public and 
private life, and arc thus in a position to 
make decisions which benefit themselves. 
Hence, the process of gaining control over 
the self, ideology and the resources which 
determine power may be termed 
-•mpowerment [Batliwala 1993:7]. 

I mpowerment as a social process 
challenges the fundamental imbalances of 
power distribution and relations. It is a 


process of redistribution of power within 
and between familie.s/societics; and a process 
aiming at social equality which can be 
achieved through disempowering .some 
sti uctiircs, systems and institutions (Banerjec 
1992: cf Shaima 1992:28). Empowerment, 
ihciefore. is a process aimed at changing the 
nature and diicciionol systemic foiccs which 
m.iieinalisc women and ollierdisadvaniagcd 
seciionsmagivcncontcxt Itisulsovisu iliscd 
as an enabling proct.ss ba di.sadvjnuged 
sections [Shaima 1992:29]. Thus women’s 
cnipow'crmeiii can be seen a.i a means of 
dealing .i social environment in which 
women can take decisions and make 
choices of their own, cither individually or 
collectively, for social betterment. .Since 
women occupy a disadvantaged position in 
society, the prwess ot women’s empower 
mcnlw'illalsoaidine empowerment of othci 
disadvantaged sections of society. It would 
help men ol lower socio-economic strata 
to liberate themselves from the clutches 
of traditional bondage, hierarchy and 
exploitation. 

.Social movements and empowerment arc 
both .social proccs.ses Orientafion towards 
change and idem died ideology and strategics 
arc the basic comimncnts of the.se processes, 
and both undergo a process of progicssion 
liom self-assertion tocollcctive mobilisation 
However, collective mobilisation, leadership 
and identified organisation arc the immediate 
requirements of a social movement. A social 
movement may cover various issues (social, 
economic, political) and may takcdivcrsified 
forms of collective mobili.sation (radical 
and reformative) and resort to diverse 
ideologies. Empowerment also resorts to 
collective mobilisation, and gradually 
identified leadership and organisation emerge 
with distinctive ideological orientations of 
gender equality. Grass roots organisations 
for women’s empowerment may be cited 
as examples. Thus in a given context, 
empowerment is also a variant of a self- 
conscious social movement. 

Though the process of empowerment can 
achieve the status of a social movement in 
the process of its progression over a period 


oriime,the.scopeofempowennentof women 
is also available in latent form in various 
social movements, especially in peasant and 
dalit movements. Although within the broad 
ideology, organisation and leadership 
structure of these movements the issue of 
women ’ s empoweimcnt does not gel spec! fie 
attention, these provide enormous space for 
the articulation of such issues. Such 
articulation is symbolic and manifested in 
the form and extent of participation of women 
in these movements; in the long run such 
space for articulation may give birth to 
autonomous women’s empowerment 
movements. 

Against this baejedrop, the following 
questions may be raised forin-depth enquiry. 
Why do women need an extra space within 
the broad fold of a social movement for the 
articulation of their problems'.’ Do all social 
movements provide the required space and 
tlte conditions for such an articulation? Do 
the required scope and condition of such 
articulation change along with change in the 
basic character of a movement? We shall 
examine these questions based on data 
collected on two villages of West Bcngal- 
Khanpur (located in south Dinnjpurdi.strict) 
and Shalgcria (located in Minapur district) 
- which experienced the Tcbhaga movement 
in the late 1940.« and the naxalitc movement 
in the late I9f)0s, respectively, and grass 
roots political mobili.sation in recent years. 

WoMPN AND Social MovEMtNW 

The social and economic roles of women 
in a |)casant society arc essentially stnictured 
by age-old traditions, beliefs, values, 
customs, and by the processes of education 
and socialisation. Such roles arc gender- 
based, and gender largely determines the 
ways in which men and women participate 
in social interaction. In the process of such 
structuration and gender role stcrcotyjiing, 
women are iclegated to a lower social status. 
In a system in which resources and power 
have been cuiicentratcd through historical 
processes in the hands of a few, and the 
majority arc landless or scmi-landicss, 
women of lower strata arc doubly oppressed, 
first by being women (subjugated in the 
gender hierarchy), then by being members 
of the oppressed class (subjugated in the 
class hierarchy). Such concentration of 
resources and power has an enormous 
patriarchal bias in which women have no 
control over productive roaources. They 
also have no control over knowledge, 
information and ideas and even over their 
bodies and selves, since their reproductive 
activities are determined by patriarchal 
expectations. In the power hierarchy tb^ 
ate relegated to marginality since they fahve 
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no say in dedaion-making processes, even 
decisions about themselves. The social and 
economic bases of marginalisation and 
oppression of women are legitimised by 
traditional norms, values, institutions and 
scriptures which provide the broad 
ideological foundations of patriarchy and 
castcism. The rcsourcelessness and power- 
lessness of women are widely recognised 
within the normative framework of society 
m India, including traditional literature and 
religious scnpiurc.s 

Scholars (Rao I9S9; Dhanagare 1976; 
Mukherjee 1979] have viewed peasant 
movements as a distinct variant of social 
movements and have endeavoured to analy.se 
these in terms of their linkages with changes 
in the organisation of production and class 
conllict. Peasant nmvement has a specific 
connotation in the Indian context since 
farmers’ movements have emerged as a 
differem variety in recent years. Ai an 
operational level, a ftcasant movement may 
be deiined a.s an organised and collective 
effort of the peasantry i subsistence and small 
producers, tenants, sharecroppers and 
agricultural labourers) to bring about change 
in ihe pattern of ownership, control and use 
ol land, share of agricultural produce, wage 
structure, credit and institutional support 
system and in other aspects ot socio¬ 
economic life that have subjugated them in 
agrarian .society. The form and extent of 
the response of the disadvantaged sections 
and women towards a peasant movement 
largely depend on the nature of ideological 
onenlation and Ihe form of mass mobilisation, 
which play cruci<'il roles in the dynamics of 
peasant movements. Peasant movements can 
broadly be categorised as ‘radical or 
‘reformative’, depending on their particular 
combination with ideology, form of mass 
mobilisation, and orientation towards change. 
Radical movements are those that u.sc non- 
inslitulional mass mobilisation, guided by 
an ideology ol rapid change in Ihe social 
structure. Though these movements arc 
usually short-lived, they may spread over a 
large geographical area. A reformative 
peasant movement, in contrast, uses 
iastituiionalised mass mobilisation, isguided 
by an ideology of gradual .social change, 
and tends toexhibii a longer life span. Peasant 
movements, however, are not di.screiely 
radical or reformative; rather one may be an 
cxten.sion of another over a period of time 
[Singha Roy I992:2I-23J. 

It is observed that radical peasant 
movements promise greater scope for 
empowerment of women by denying the 
norms, values and institutionalised bondage 
that legitimise the subordination and 
powerlessness of peasant women in rural 
society. The reformative peasant movemenu 
in the form of grass roots mobilisations, on 
the other hand, provide limited potential for 
women’s empowerment since they accept 


the pre-existing iiiatitufio^i arrange¬ 
ments, norms and values of gbnder seg¬ 
regation and subordination in one form 
or the other. 

Radicai. Peasant Movements 

The peasant society of West Bengal has 
borne witness to the vehement outburst of 
numcrou.s peasant movements in ihc 20th 
century. The most celebrated of these 
movements were the Tcbhaga movement of 
1946-47 and the naxalite peasant movement 
of 1967-71, One of the significant dimensions 
of these movements was the phenomenal 
participation of women at all stages. 

Tebhaga (two-thirds share) was a 
movement by sharecroppers to retain a two- 
thirds share ot the produce for themselves 
and thereby to reduce from one-half to one- 
third of the produce, the rent to be paid to 
the landowners (locally known as ‘joledars’). 
On the eve of the departure of the colonial 
power from Ihc Indian subcontinent, agrarian 
.society in India was highly stratified, 
characterised by extreme subinfeudation in 
landholding; a high degree of poverty, 
economic insecurity, and cxtra-economic 
coercion, and bridleless exploitation of the 
pool pcasanis, sharecroppers, tenants and 
agricultural labourers by the upper strata of 
the agrarian hierarchy. While the mounting 
pressure of indebtedness, unemployment and 
poverty increased among the lower strata of 
peasant hou.sehold.s. the landowners kept on 
imposing more and more exploitative terms 
and conditions of work and tenure on the 
former. The situation became unbearable for 
the rural poor, a large number of whom were 
sharecroppers who lost their lands to the big 
landowners through distress sale They 
revolted against the injustice. This revolt 
look the form of an organised movement in 
the nonhem pan of undivided Bengal and 
swiftly erupted ail over the stale The 
movement grew under the leadership of the 
Bengal Kisan Sabha and in the process of 
mobilisation, agricultural labourers, 
sharecroppers and poor peasants in the form 
of tenants of various categories became the 
driving force against the joledars, zamindars, 
moneylenders, traders .mJ the British 
bureaucracy. It was essentially an economic 
struggle, and Ihc movement look a political 
form when ii had to confionl the jotednrs, 
the political apparatus of the state [Desai 
1979:4191. From the out.set women of the 
lowest section of agrarian society were 
inobili.sed in Ihc movement, and women’s 
participation surpassed that of men after 
the lauer were arrested and the struggle 
tMensiRed[Basu 1981:221]. This movement 
witnessed a total and spontaneous partici¬ 
pation of women in the struggle against the 
upper caste landowners-cum-usurers. The 
newfound enthusiasm touched even the most 
backward women of the village. Brave kisan 


women took p^g^uida work, 

and they often led the men in the Tight facing 
the hirelings of the jotedars [Chakravaity 
1980:87], Women from the peasant and 
sharecropper households (belonging to the 
rajbansi, polia, mahato and colkamar castes 
and santal tribal groups) took an active part 
right from the initial stages of these 
movements by providing hospitality to the 
participants in secret meetings, giving shelter 
to underground activi.sts and serving as the 
latter’s communication network, forcefully 
harvesting the paddy in their own ‘kholan’ 
(courtyard), defying Ihc landownens openly, 
and maintaining the alarm system by blowing 
conch shells and beating gongs and utensils. 
They also came to the forefront of the struggle 
brandishing traditional weapons and showed 
collective resistance by barricading the strong 
police force. Many women lost their lives 
in the northern part of Bengal in police firing. 
Again, when Ihe movement went 
underground in the face of the oppressive 
measures of the state, women came forward 
to take care of the underground activists by 
supplying them with food and messages and 
taking care of their homes and dependents. 
They also organised self-defence against the 
attack of the landowners when their male 
members were underground. 

Independent India adopted a progressive 
land reform policy toabolish the intermediary 
system of landholding, to distribute surplus 
vested lands among the landless and poor, 
to ensure the tcnunal secunly of tenants 
and sharecroppers, and to increase the 
productivity of land. The state government 
of West Bengal also enacted radical land 
reform laws. However, the agrarian .society 
of West Bengal witnessed a gap between 
land reform legislation .ind the imple¬ 
mentation of the same in the ab.sence of 
pol iticai commitment by the parties in power. 
The big landowners evaded the lanri reform 
laws by taking recourse to loopholes, and 
taking favours of the police and the 
administrative apparatus of the state. The 
economic insecurity, unemployment and 
poverty of the rural poor became rampant 
and increased tremendously. Exploitation of 
the peasantry in Ihe form of extra-economic 
coercion, low wages, gender-based wage 
discrimination, low share of the produce, 
and termination of tenancy on sharecropping 
went on unabated. National Sample Survey 
reports show that sharecroppers, who 
constituted 16 per cent of rural households 
in 1954-55. were reduced to 2.9 per cent by 
1961 -62. The real incomeof rural households 
decreased tremendously and the food 
shortage situation in the state became alarm¬ 
ing. The exploitative situation became 
unbearable. 'Hie cross-currents underneath 
of discontent among.si (he rural poor were 
manifested in the outburst of the peasant 
movement in the Naxalbari region of West 
Bengal. 
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In May 1967 the peasant struggle and 
armed uprising in Naxalbari thana of 
Darjeeling district marked the emergence 
of a new era in peasant movements In 
■ India. This movement was initially launched 
by a breakaway group of the Darjeeling 
district committee of the CPI(M) under the 
broad Marxist-Lcninist-Maoist ideological 
framework (widely known as naxalitc 
ideology); it opted for mass struggle and 
seizure o( power through guerrilla warlarc. 
This breakaway group later lormcd the 
Communist Pa'ly of India-Marxist-Lcmnisl 
[CPKMDI This uprising underwent a long 
drawn out struggle between the (orces 
organised by the naxalitcs and the 
landownci s-|X)licccombine. The movement 
spread like wildfire across the state and some 
areas, vi/. (jopiballovpur and Debra thana 
ol Midn.ipur district, became strongholds of 
the naxalitcs in the late-1960s. Women. 
es(x;sially of poor peasant, tenant, agncultiiral 
l.ihourcr and sharecropper households, 
mostly belonging to the scheduled castes 
and tubal groups, became the driving force 
ol ihis movement They came out openly 
and actively participated in meetings and 
processions .ind in other forms ol 
mobilisation aod collective action, providing 
hospitality and shelter to underground 
activists and maintaining communication 
networks among them, forcclully 
appropriating crops Irom the lands, 
occupying land and other properties ol 
big landowners, stoppmc esiciion oi 
shareciop|)ers. and toiling the attacks ol 
police and landt'ss nci s .M.my young ss omen 
joined 'cciei training ir. the 'red bases’ for 
gucirilla w.iit.iic, .md when the ‘liberaicd 
/ones' wcie declared in selected loresi areas 
Women were in 'he loiclioni of resistance 
against the police loicc and the iandlords- 
usurers combine They were prepared to 
throw stones, tioi water and dust mixed with 
chilli powdci, and also to use bows and 
arrows, axes and other av.iilabic traditional 
weapons to protect themselves Along with 
the men they took all possible measures to 
prevent the police and other government 
olticials Iromeniering the liberated villages. 
When men took shelter in the lores! toevade 
aircsi. w'omcn organised themselves to 
prevent police attack on them, lake in the 
Tebhaga movci-. ' ni, in this nKivcment, too, 
women participated spontaneously and 
overwhelmingly 

Why did women of the lower rungs ol the 
social and economic hierarchy participate in 
these movements so overwhelmingly? Did 
they have a different realisation from that 
ol men of the same socio-economic 
hicrarchy?Thcsc questions can be answered 
m relation to the spccilic form and extent 
ol women’s oppression and the ideology of 
this oppression, on the one hand, and the 
ideology and form of mobilisation of the 
(lensani movement that provided the space 


for women’s liberation and empowerment, 
on the other. 

Women’s oppression and marginalisation 
are legitimikd in a composite social situation. 
This situation is perpetuated by thetraditional 
values of caste hierarchy and patnarchy and 
by the institutionalised norms and values of 
society. Traditionally, peasant women were 
assigned a lower status in society because 
of their lower caste background and 
participation in manual agricultural activities. 
They were called ’chotolok’ or ‘chasha’ 
iruslic)women bylhe ‘bhadralok’ or’babus’ 
(big landowning-cum-highcr caste people). 
Economic Icprivation accentuated their 
social deprivation. Socio-cultural and 
economic factors were intregrally correlated 
with their seclusion, which i n turn contributed 
to their political passivity. At the village 
level women were subjected to i he dominant 
upper caste values, which perceived high 
caste women as ‘grihalaxml’ (goddess of 
wealth of the house) - but not these peasant 
women the nature of whose work was 
considered derogatory and demeaning. Their 
activities and economic condition were 
jusiilicd in terms ol the doctrine of ’karma’ 
by upper caste l.mdowning groups. 

Patriarchal ideology dominated the social 
and economic life ol these women and 
compelled them to accept the decisions made 
for them without Ihcir participation amd 
rcprcscniaiion in the decision tiaking 
processes P.uri.uchal behavioural norms and 
values imposed enormous restrictions on 
women’s inlerai lions, conditioning them to 
tolerate injustice silently and without any 
protest or resistance both in the lamily and 
in society. These values ,tlso contributed 
enormously to women's low access to infor¬ 
mation, the outside world, and productive 
resources, and to ihcir increasing marginali¬ 
sation. The imporiant manifestations of their 
marginali.salion were low wages, gender- 
based wage .iiscnmination, unspecified work 
.schedules, cxira-economic coercion, non- 
rccognition ol ihcir work potential, and their 
casualisation in the labour force. 

In everyday hie, together with male 
members of their groups, they experienced 
the end product of economic deprivation in 
terms of illiteracy, ill health, starvation, 
poveiiy and frustration. They suffered 
from landlessness, tcnurial insecurity, 
indebtedness, extra-economic coercion by 
the landowner (in the form of ploughing the 
landowner's plot without reimbursement, 
making themselves available for service to 
the landlord,guardingthelandlord'sproperty 
without any remuneration, and working 
underthc ’begar’ system(work without wage, 
receiving only food) in the landowner’s field 
during the peak seasons). Besides providing 
unpaid service they also had to maintain the 
conventions of social distance. They were 
not allowed to wear colourful clothes or 
even touseumbrcllasorcycles in the presence 


of the lando wners. They 

landowner as ‘annadata* (benefactor). Ihey 

also were made to give false witness in 

courts of law in the interests of the 

landowners. 

As their economic condition deteriorated, 
female agricultural workers emerged as a 
distinct category, at the end of the system 
of social and economic exploitation. They 
were to work only for the minimum wage, 
they were paid only half the wage of their 
male counterparts for the same type of work, 
they were to be present on all occasions as 
assured labour to maintain the lenurtal 
sccun ty of their land. Women of poor peasant 
households who lost land because of poverty 
and distress sale, and women of sharecropper 
households who were evicted from the land 
because of the dissatisfaction of the 
landowners, joined the agricultural labour 
force as casual labourers accepting 
exploitative terms and conditions of work. 
Many of them were bound to a ‘beck and 
call' relationship, taking loans from the 
landowners under the 'dadar' system They 
took advance loans in the lean seasons with 
the understanding that they would be obliged 
to work for the Icnilenn the peak agricultural 
seasons at the lean season wage rate which 
was less than 50 per cent of the murkei rate. 

Thus, they weie to grind under the wheel 
of gcndcr-hascd discrimination and 
subjugation. They were exploited econo¬ 
mically, neglected .socially, and politically 
they were a powerless group since they were 
neither organised nor had recognition m the 
political economy of the village Dominant 
caste values provided the broad normalise 
framework for women’s subjugation, and 
the ideology of patriarchy reinforced the 
social and economic marginalisation and 
political passivity of women. 

Radicai. Peasani Movements and 
Women’s E,mk)WErment 

in terms of ideology, form of mobilisation 
and orientation towards change, both the 
Tebhaga and the naxalitc movements were 
radical peasant movements. These 
movements challenged the normative 
arrangement of society that legitimised the 
oppression and marginalisation of rural 
working class women. Though their 
ideologies did not focus entirely on matters 
concerning rural women, they gave them 
scope to articulate their own issues and to 
fight against gender-based social and 
economic injustice. They saw an opportunity 
not only to improve their economic lot but 
also to break loose from the Bondage of the 
age-old normative structure of society and 
the control of patriarchy. In the r^ical 
process of mobilisation, it was for the first 
time that they stood side-by-side with men 
publicly and got a tasieof equal responsibiitty 
and status. They quickly rose in jeti^ve 
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power tiiotlii'in the family and sotiety. 
accumulated g^dcr-basedlatent discontents 
of these women were manifested in the form 
of their hostile and aggressive mobilisation 
against upper caste big landowners. For these 
toiling women, it was not simply a response 
to the exigencies of society -it was a response 
to the promi.se of an egalitarian society, lo 
collective mobilisation which aimed tobring 
radical change in (he old values, norms and 
institutions of ihcir siKiety. 

These iiiovmnenis brought a qualitative 
change in their perceptions. While ihc men 
viewed their actions as an onslaught on the 
exploitative terms and conditions ot work 
and an atiempi to bring about a heller 
condition ot life. Ihc women saw ihcir own 
actions as being, in addition, a fervent aitempt 
10 sever the age-old societal and familial 
bondage and subjugation which they 
experienced as females. They found in their 
action an a.spiration for equality both in the 
family and in .society. 

.Sonic of the participants of the Tcbhaga 
and naxalitc movcmcnis have given voice 
lo this insight. Fulo Kamaini. an illiterate 
widow of more than 60 years, narrates her 
experience of the Tcbhaga inovemeni 
As the movement started growing wc were 
given more and more responsibilities - 
cooking (ood for ihc activists, pioviding 
facilities for the sctrci meetings, receiving . 
and giving mc.ssagcs Gradually ihc Icudcis 
started hsieningions (women) They suited 
eonsulling us m most matters. We were 
given importance. Wc were invited Wc 
came to the street ignoring all the ‘pfuthas’ 
(norms) standing sidc-by-side with men for 
the I ir.st lime We experienced a tlornl which 
washed away all the 'purano niyam canuns' 
odd uadiiions and customs) of society, the 
tortures ol the landowners.. 

For Nagcnbala, participant in the naxalitc 
movement, the movement was 
a wildfire lo burn all the old di.scriminaiory 
customs, rules and systems. We 
participated in this movement to bring a 
new 'samaj babastha' (social order). Our 
struggle was not only against the class of 
landowners, but was also against the 
system. During the struggle we could deny 
the bondages which enslaved women in 
society. As we involved ourselves with the 
movement, new horizons of hope opened 
lo us [Singha Roy 1992:126). 

Gra.ss Roots Mobiusahon 

The form and extent of collective 
mobilisation of the peasantry has changed 
signiFicantly in West Bengal over the years. 
Radical non-institutionalised mass 
mobilisation has been replaced by insti¬ 
tutionalised parliamentary party politics and 
grass roots mobilisation. The leftist political 
poities who once sponsored radicalism antf. 
militancy to mobilise the peasantry for 
collective action m the rascal peasant 


movements arc now ^hcerhed With 
institutionalised mass mobilisation and 
electoral politics. The United Left Front (an 
alliance of the leading Iclt parties) 
government which came to power in 1977 
has been advocating grass roots mobi I isalion 
for the rigorous impiementution of land 
reform laws, lor improving the economic 
conditions of the rural poor, and to eradicate 
the ba.ses of cxtra-cconomic coercion. In this 
process Ilf instiiuiionaliscd grass roots 
mobilisation the toi m and extent of women’s 
participation lias been defined and directed 
within ihe itMiiuttonahscd perspectives of 
llK poltiical parties, stale and society 

At present the peasant movements in West 
Bengal h.ive achieved reformative character. 
There has been a substantial shill in the 
ideological orientations of peasant 
movements The leftist political parties 
CPKM), CPI. R.SP, CPlfML) - Satya 
Naray.'in Sinha-.Santosh Rana group under 
Ihc orientation of ‘ideological revisionism’ 
have adopted taciies which opt for slower 
change Such a pnicess hashclpedlorcinforcc 
in one lorm or another the norms and 
insfiiulions that cither legitimise or promote 
mareinalisation and deprivation of women 
Indeed ;he reform inilialivcs arc symbo¬ 
lically wedded lo u male-dominated siK'ial 
order 

Under these reformative activities 
elaborate arrangements arc made for 
uninterrupted grass roots mobilisation 
(mobilisation of the landless labourers, 
sharecroppers, tenants, marginal cultivators 
and pcHir artisans) lo provide lenurial security 
to the sharecroppers by registering Ihcir 
names under ’Operation Barga’; to distribute 
surplus vested lands among the landless and 
scmi -landless; to provide institutional credits 
and other inputs toculti vators and assistance 
in Ihe form of subsidies to poor peasants; 
arranging food for work programmes in the 
lean .seasons of agricultural operations; etc. 
They also undertake variou.s poverty 
alleviation and employment generation 
programmes under (he Integrated Rural 
Development and other related programmes. 
The village panchayats, which aredominated 
by the left, have been given responsibility 
to carry out day-to-day mobilisation and to 
implement the decisions of the ULF 
government at the grass roots level. The 
women’s wings of these political parties 
have also come forward to organise peasant 
women for collective mobilisation. 

In the process of such mobilisation, though 
the class interest of the lowest section of 
agrarian society is well represented, women’s 
issues and interests have remained widely 
neglected. It should be mentioned here that 
thecla.ss position of male and femaleworkers 
are not always the same in the rural society, 
since they havedifferent terms and conditton.s 
of work resultingfromtheirdiverse positions 
in the niral labour market. For example, 
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agriculture is a rule father than an exception. 
Glass mots mobilisation has not been able 
to do away with this practice which is a 
product of patnarchal perception. Similarly, 
most surplus vested lands and institutional 
loans arc allotted in the name of the male 
member of the hotiseliold. A study conducted 
in four villages of West Bengal shows that 
of the 197 persons allotted .surplus vested: 
land only live are female, and only 4.5 per 
cent ot msiitutional loans arc granted in the 
name ot u female. Recording of the tenure 
of sharccnippcrs, distribution of surplus 
vested lands and providing in.stituiional loans 
in joint names or proportionately in the 
names of the male and female, csiuld have 
been important instruments for socio¬ 
economic empowerment of peasant women. 
Though political panics have shown 
progressive attitudes in mobilising women, 
they have lacked thcinitiaii veto lakcconciete 
action for the empowerment of rural women, 
since class inequality has been the prime 
concern rather than gender disparity or 
women’s empsiwerment. 

Indeed, the ideology of contemporary 
grass mots mobilisation envisages very 
limited potential for women’s 
empowerment Following the tactical path 
of partial ideological modification and 
revisionism, the reformative peasant 
movement has been left with little scope 
to challenge the bondage of the normative 
structure, patriarchy, gender segregation 
and subsequent marginalisation .Selected 
norms and values of society have got wider 
recognition in these processes, in which 
the powericssness of women is the 
traditional expectation. In these proccs.scs 
oi mobilisation peasant women have been 
perceived as ’beneficiaries' ot development 
schemes and not as ‘change agents’. In the 
grass roots politics of poverty they have 
been subordinate lo and dependent on rural 
political leaders who have accumulated 
power and wealth. Development initiatives 
arc being implemented through emerging 
political leaders. In (he face of persistent 
agricultural backwardne.ss and in Ihe 
absence of alternative avenues of 
employment a large section ol peasant 
women tend to follow the immediately 
available political path for the elevation of 
their economic status. They want to be the 
recipients of surplus vested land, house 
plots, or subsidised loans, to be the 
beneficiaries of development .schemes, 
work under food for work programmes, 
etc. Since resources are limited, (here is 
always competition among the rural poor 
with a view to getting such benefits. One 
tries to widen the scope of getting these 
benefits through participation in political 
processes, viz. dhama, political meetings, 
processions, strikes, demonstrations and 
exercise of adult franchise according to the 
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desire of poiitical leaders. Tlw focal political 
leaders are interested in increasing and 
strengthening their support bases through 
such political processes. In this process 
rural poor women become dependent on 
political leadeis in order to become 
beneficiaries of development schemes. 
There have been frequent defections of 
leaders from one political party to another. 
Many of the ex-big landowners and local 
criminals have emerged as local political 
leaders in the new set-up, hence loyalty and 
dependency have been more personalised 
than ideological in nature. The expectations 
of a large section ol rural women remain 
overshadowed. Maloti Kamarni, a 40-year- 
old scheduled caste woman of Khanpur 
village of South Dinajpur district makes a 
typical statement: 

We arc made to be hungry dog.s Wc run 
after dry bread Sometimes bread is thrown 
in front of us by the landowners, sometimes 
by the political leaders Wc run .ilicr 
everybody with our begging bowls but wc 
find that nobody has given us sufficient 
bread to meet our hunger Rathci wc have 
lo.st our begging howls who thinks about 
us'> Even the party leaders do not reuli.se the 
extent of our starvaiion, our piobicms We 
do not want our wage to be increased by 
25 or 50 paise We want ‘saman-sainan 
majun' (equal wage for equal work) and no 
wage variation by season. They [leaders] do 
not consult us before coming to an 
understanding with the landowners When 
they need us to vole, to |oin meetings, 
processions and ghei ao. they come to us. wc 
follow them because wc have no other 
options left. However, they do not care about 
our problems 

Economic Df.vei.opmhn r and 
.Sanskritismion 

The agrarian .society ol West Bengal has 
cxpericnceddivcrsc social processes. Peasant 
women are no longer a homogeneous 
category. Economic development, occu¬ 
pational diversification and education have 
helped elevate the economic status of a 
section of peasant women, which has led to 
their withdrawal from outdoor manual 
agricultural activities Though not total, there 
has been u considerable change in I he outlook 
and lifc-stylc of these households In India 
legitimisation of the upward social mobility 
of lower castes is through the process of 
•sansknlisation ’. whereby lower caste people 
emulate the life-style of upper castes. 
However, sanskritisation has a negative 
impact on the lives of women It immures 
them and changes the character ol the 
husband-wife relationship, and leads to 
heightened sensitivity to ideas of punty and 
pollution [Srinivas 1978:16]. The process of 
sanskritisation. while imposing several 
restrictions on the behaviour, movement 
and work participation of women, explicitly 


or implicltty recognises the biidfelest 
authority of men over women Thus sans¬ 
kritisation leads to seclusion and relative 
circumscription of activities of women, and 
to palrilocal and dowry marriage. Gradually 
women have the worst of all worlds: ‘They 
do not have gender parity because of the 
strictures imposed by sanskritic status 
emulation, they do not have .social respect 
becau.se of their caste ritual status" 
(Bcrreman 1993:370]. Indeed, the upwardly 
mobile peasant women are in a status trap 
Though not in spirit, (hey emulate most of 
the outward cultural expres.<ions ol upper 
casic women. They are trapped, to be 
subjugated within the broad cultural fold 
of the ‘bhadralok’ - the cultural milieu of 
the upper caste landed or occupationally 
mobile gentry, in which women are 
supposed to remain ideally aloof from the 
domain of public life and accept the bondage 
of patriarchy for familial and social 
glorification, becoming submissive, 
sacrificing, sober, soft spoken and atlcnti vc 
to male members of the family 
It has been indicated that peasant women 
arc not a homogeneous category. While one 
section has been subjected to the dependency 
nexus as benefictaries ol development 
initiatives, and another group bus been 


trapped in the eonvoitlonal cuftidaf ndheii 
of (he tipper castes in (he prucest of upward 
social mobility, still another group has 
emerged as highly socially significant - a 
thin layer of women political workers and 
activists. Though their numbers arc not 
statistically significant, they have socially 
emerged as highly relevant as ‘change agents' 
in rural society. They are a very dynamic 
and mobile social category. Some of them 
occupy even block level political party 
positions of women's wings of political 
parties Some have been village panchayat 
members very recently. However, their 
individual existence is usually short-lived in 
this layer since many of them retire from 
political activity either after getting ajob or 
migrating to other places after marriage. 
However, these positions are filled in. though 
not immediately, by other aspirants. These 
peasant women are the product of a social 
milieu generated out of the persistent grass 
roots mobili.sation in West Bengal since the 
late 1970s. Many of them are the relatives 
of l<x;al political leaders. Many have school 
level education and have been exposed to 
the outside world and to the mas.s media 
while attending meetings and procc.s.sions in 
the district headquarters and slate capital 
They have also acquired experience of 
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inteh»bti<ih‘ Wui» diltfiriiet (^Ite 
political leaden. Many of ttwm are very 
articulate. 

These workers mobilise peasant women 
under the banner of one political parly or 
the other on women’s issues - especially on 
the use of improved chullas', self- 
employment. adult literacy, primary health 
care, family planning, etc. along with 
mobilisation for other political issues, viz. 
voting, distribution of surplus vested land, 
food foi work programmes, etc. These 
women have been substantially .succusslul 
in organising women against wife healing, 
to send their children to the school, to improve 
the general sense ol health care and family 
planning. They also con.stantly rai.se their 
voices in village panchayais on the issues 
ot gender-based wagcdiscriminalion.dowry. 
and scif-employment opportunities for 
women. 

Although thc.se women have emerged as 
'change .igcnts' for women, their 
parlicipalion in overall decision-making 
has remained negligible both in their own 
families and in society. The village 
panchayats have so far been doininatcd by 
male members and women have h.id a very 
limited voice. Instiiuiionaliscd mobilisation 
is carried out in the village panchayats in 
accordance with the decisions anddircclivc.s 
of the party headquarters The women 
members are to work within this predctined' 
areaol politics. Again, some of these women 
political workers arc caught up in 
dependency rclation.s since Ihcir goal is not 
to remain as political workers but to gel 
some benefits eithci for themselves or for 
their close ones. These peasant women 
usually shun physical labour or manual 
work. They also try lo imitate ihe lile-siylc 
of upper caste or urban middle cla.ss women 
Such contradictions arc, indeed, inherent 
in the institutionalised pattern of grass roots 
mobilisation. However, in spite of such 
limitations they have been largely 
successful in helping women articulate their 
own i.s,sues which arc distinctively different 
from those of men. Peasant wrrmen have 
largely been awaie of their distinctive 
identities and issues, indeed, w'hat they 
need i.s only a space for the expression and 
aclualisation of their goals. These women 
political workers are noi given that space 
within this reformative mobilisation of the 
peasantry. 

Conclusion 

Empowerment of women is a polilicai 
issue located in a broad social context. 
Empowerment of women is possible only 
by undoing the already existing structure of 
power, which has inherent class, caste sod 
gender biases. The traditional arrangement 
of society, its institutions, values, norms, 
culture, location, and pattern of sociali* 


Sttfon. help pcri^u^e ssicil 
Peasant societies arc traditioml and value 
based. Thus any process of institu¬ 
tionalisation only reinforces the institution.s 
of patriarchy, gender segregation and caste 
and class inequality 

The constitution of independent India 
has recognised gender equality as one of 
its foundation stones. However, there 
remain enormous gaps and contradictions 
between the constitutional mandates and 
inherited social realities in India. To fill 
these gaps various legislative acts and 
amendment.s to the constitution have been 
made for gender equality and empowerment 
of women. Various volunniry organisations 
and non-govei nmenial agencies have come 
forwaid to provide grass roots 
organisational support lo rural women in 
some areas of (he country Sincere efforts 
are made by these organis.'itions to break 
the gender harriers of development. Broad 
.strategics are framed for greater recognition 
ol women’s work, creation of employment 
avenues for women, and provision of 
training facilities and adequate information 
on various avenues of employment for 
ssomcn Strategies arcalso iramed for their 
pani'-ipation in political decision-making 
and to train women to carry forward their 
■Struggle for .social equality. In recent years 
India has borne witness lo the proliferation 
of numerous women’s organisations many 
of them having wide networks across the 
couniiv. The women s movement and 
women’s organisations, which were 
conlincd lo urban India in ihe !v>70s anil 
I9h0s, aie now spre.ad'iig even in remote 
arca.s. though at a .>low snacc 

It is expected that the conditinns and 
quality of lilc of pcasniil women will 
improve gradually with thcimplcmcniation 
of the policy inili.itivc.s of the government 
and increasing mobilisation and .support of 
these grass roots oiganisalions. T'hc 
question, however, remains - will these 
organisations and efforts for mass 
mobilisation be able lo sustain the 
monienlum of gender equality and be able 
to generate the space for empowerment of 
women without a ladical agenda of changc.s 
in the institutional arrangements of society? 
Experiences of the peasant movements and 
contemporary grass roots mobilisation 
show that women’s empowerment should 
take the form of a self-conscious social 
movement with a weti-designed and co- 
ordinated strategy for far- reach! ng changes 
in the institutional set-up. Such change 
would begin from women’s self-assertion 
and lake the form of collective protest 
against institutional bondage, traditions 
and perceptions. NGOs and women’s 
organisatioas should provide the broad 
organisational and ideological base to 
create tuck a stimulation and for the 
sustenance of its momentum. Rural women 





, areai(eadya#il|i^f4illi^fwniet.th^riMirfd 
only be given tke requiftd space for 
articulation and expression of their 
peiceptions. They would be able to defims 
the form and extent of their empowerment 
by themselves. 

I Acknowledgement i.s due to Prava Debal, 
AssisianI Manager (Women’s Develi^mMt) 
IREDA and Alka Dhaineja, Faculty of Public 
Admini.stratiun ilONOU) for iheir valuable 
comments on a draft of Ibis paper.] 
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Few Universal Solutions 

Biswajit Dhar 

Economic and Social Survey of Asia and the Pacific, United Nations. New Y ork, 
1995; pp xn+i55. 


IN the p.isi lew years, the Asia-Pacilic region 
has been ihc focal point ol altcnlion due to 
the rciiiarkubic growth performance of the 
iicwly industrialising countries even as the 
indiisiiialised world was struggling to tind 
a way out of the pcisevering recession. The 
economic dynamism exhibited by the former 
has prompted many to comment that the 
Asia-PaciCie region would emerge as the 
new growth centre of the global economy. 
This view has lound support m more recent 
years as the growth syndrome of the NICs 
has had a spread etieci with the countries 
of south-east Asia showing similar economic 
pet formance. Coexistmg with these dynamic 
countries is another set ol countries in the 
region that arc among the poorest in the 
world and for whom stepping upof economic 
growth has become a daunting task. Yet 
another dimension of Asia is provided by 
the I'cnlral A.sian republics which arc in the 
midst of unparalleled economic decline. 
These contrasting faces of Asia arc 
extensively dixiumented by the ESCAP in 
its annual Economic and Social Survey of 
Asia and the Pacific. The latest survey, apart 
from providing a useful round-up of the 
Asia-Pacitlc cconumies. analyses in depth 
two of the more vexed issues of present 
times, viz, financial .>ector reforms and social 
security. What makes the Survey distinct 
from the other attempts made by inier- 
govcmmental organi.sal ions whi le addrcssi ng 
similar issues is Its emphasis on the analytical 
content rather than on simple-minded 
pre.scription.s. By bringing forth the degree 
of vanattun in countries as regard these 
issues, the Survey gives an important message 
that there arc no quick-fix solutions to such 
intricate problcmsastlnancial .sector relorms 
The macro-economic overview of the 
region has been provided by consulering a 
mix of analytical and sub- regional categories 
of countries. Thus, while the Ica.st developed 
countries (l.DCs) and the developed countries 
have been treated separately, the remaining 
countnes have been classified according to 
the sub-regions to which they belong A 
point worth considering here is whether 
strict analytical categories would have been 
better suited for the purpose than the mix 
of categories stated above. This could have 
been done in the .Survey without making any 
signillcant reclassification of the countries 
since the sub-regions arc broadly found to 


conform to analytical categories. Thus, south 
Asia comprises essentially the low income 
countiics. south-east Asia of the middle 
income countries and the central Asian 
republics of the economies m transition. 
Countries ol the sub-regions ofeast Asia and 
the Pacific can be reclassified into their 
appropriate analytical groups. 

Km-ORM.S PWKiRAMMF. 

The macro-economic (tcrfomianccs of two 
sets of countries, vi/, the least developed 
countries and the central Asian republics, 
reported exhaustively in Ihc Survey arc worth 
mentioning. The performance of these 
countries assumes significance in view of 
the fact that they have undertaken a sweeping 
relorms programme to aniel lorate the serious 
structural problems they were faced with. 
What IS ol particular interest is whether the 
policies of piivatisation and niarkctisation 
adopted by these countries w ere to help them 
accomplish the twin targets of adjiisinieni 
and stabilisation or a mix ot policies using 
strategic interventions by governments. ,i la 
cast Asian countries, should be consideicd. 

Most ut the 12 LDCs m the region had 
started showing signs of recovery in the 
19y()s. In 1993, the latest year for which data 
arc provided lor all countnes. the LDCs 
recorded positive growth in GDP, What is 
more, in all but two cases the GDP growth 
rcs'orded was upwards ol 4 per cent In four 
countries, lor which data lor 1994 are al.so 
provided, a continuation of the growth 
momentum was observed However, for most 
ol the LDCs. this relatively impressive 
growth notwithstanding, the singular 
problem was inaintuming stability in growth 
performance Except Bangl.idcsh. which has 
shown a continuous impiovcmcnt in GDP 
growth through the 1990.s, theothcr countnes 
have recorded wide iluctuations. 

An added dimensions ol stability seen in 
case ot' Bangladesh was in respect of the low 
rate of inflation In 1993. inflation was down 
to less than 2 per cent Irom nearly K per cent 
at the beginning of the 1990s Inflation was 
down to a single digit in all countries barring 
Cambodia. Myanmar and Maldives. The 
mounting price spiral in Cambodia has been 
a particular cause forconcern as the consumer 
price index rose by more than 120 per cent 
in 1993. Although this increase was 


significantly less than the 172 per cent 
increase in 1991, triple digit increase in 1993 
comes after inflation had gone down below 
100 per cent in 1992. 

A common feature of all the LDCs, not 
quite unexpectedly though, is the large 
magnitude of resource gap cau.sed mainly 
due to low levels of domestic savings. With 
the exception of Bhutan in all countries 
domestic .savings as a percentage of GDP 
stood at less than 10 per cent, and the small 
island economics of Tuvalu and Samoa and 
Kiribati had recorded negative values. 

The most important problem faced by 
the LDCs is the macro-economic im¬ 
balances. While achieving stability is a 
desirable objective, the Survey quite 
appropriately comments that this is not a 
suflicieni condition for sustained develop¬ 
ment in these countries. Thu.s, from among 
the LDCs, only Bangladesh was found to 
have achieved a degree of macro-economic 
stability but the country is struggling to 
make the transition to a path of sustained 
economic growth 

Economic declines of the central Asian 
republics continued unabated during 1994 
The now-familiar Icatures of the macro- 
economic .scenarios ol these countries, 
VIZ, sleep declines in Net Material 
Product (NMPlalong with hyper-inflation, 
were shown by all countries. In 1993 
Turkmenistan showed some signs of 
recovery with its NMPregislering agrowlh, 
but a sharp reversal look place in the first 
eight months of 1994 as a 17 per cent fall 
was registered. 

The inflationary pressures faced by these 
economies in transition had exacerbated in 
1993 after relative declines in the previous 
year. Inflation was upwards of l,(X)0 per 
cent in all countries with Uzbekistan 
recording the highest increase in the 
consumer price index of 2,500 per cent. 

The biggc.st challenge facing the countries 
ofccntral Asia islogive effect to meaningful 
insiituiional reforms in keeping with the 
transformation of their economic systems. 
While major steps towards intr^ucing 
private enterprise have been taken, the 
transition from the ccniraily-plannedsystem 
has been far from smooth because the 
required institutions to support the former 
have taken long in coming. An additional 
problem pointed out in the Survey has 
arisen since the countries have tried to 
introduce fiscal discipline by c/tecting cuts 
in the social sector expenditure. All the 
countries inherited elaborate systems of 
social care and there arc strong pressures 
to defend these systems. Tlic need to avoid 
a signiflcani erosion in the standard of 
living arising out of any cuts in social 
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exp»Kt)nietwjuie iit fAe saii^e 
(rofling budgetary expenditure is umphg 
the several critical issues that confront the 
economies in transition. 

CoNTRASTINO Pini.'Rrs 

The low and middle income cuumiies ol 
south and south-east Asia respectively 
present contrasting pictures of economic 
performance in the 1990s, While the former 
counbies. with t he exception of India, showed 
hesitant tendencies at recovery, the latter 
have shown an upward movement in their 
trend rate ol growth 
That the macro-economic situation has 
improved m the middle income countries is 
confirmed by the single digit inflation tale 
seen in all countries in 1995 and 1994 This 
contrasts with the low income countries 
where double digit intlaiion was recorded 
by all countries. 

The data provided in the Survey leave 
many points to ponder over the growth 
piospects of the low and middle income 
countries. The savings-mvesimcni 
behaviour, in particular, needs to he looked 
at this context The savings to CDP i.iiios 
in all middle income couniiies, except the 
Philippines, have been over jtO per cent, with 
Singapore maintaining a ratio ol over 45 ncr 
cent Investment rates have .ilso kept in step- 
with these phenomenal saving rales In sharp 
contrast, the low income couniiics of south 
Asia have been recording lower rales ol both 
investment and .savings. For instance, m the 
case of India, savings as a percentage ol 
GDP ratio has been pegged around low 20s 
for quite sometime now. while Pakistan is 
yet to reach near the 20 per cent level The 
inability ol these low income countries to 
improve their savings rate should be 
compared with the high perlormcr among 
low income countries, viz, China. China has 
been able to join the ranks of the middle 
income countries in recording very high 
savings to GDP ratios consistently through 
the 1990s. The rates of saving that countries 
have shown can quite definitely be taken as 
indicators of the potentialities that exist in 
the respective countnes for enhancing the 
growth momentum. 

Strategie.s to influence the savings- 
investment behaviour therefore assume 
importance. Liberalisation of the Jlnancial 
sector, particularly interest rate retorm, has 
been the dominant presenption tn this regard. 
The veracity of this prescription has been 
closely scrutinised in a later part of the 
Survey dealing specifically with financial 
sector reforms. 

The perspective on the external sector 
provided in the Survey is .set against the 
backdrop of the emerging trade regitiK 
under the jurisiliction of the World Trade 
Organisation (WTO) on the onp hand, and 


d)eiiKh»ais{ngtecKten(|»a|Pii^iiiit^^^ 
uadingarrangementsontheother.The Asia- 
Pacific region has seen a number of initia¬ 
tives to operationalise regional trading of 
which at least two, viz, the ASEAN Free 
Trade Area (AFTA) and the South Asian 
Prercrcntial Trading A trangement (SAPTA i. 
have taken firm roots. But as these initiatives 
arc being taken, the rigours of establishment 
of APEC, the mega trading arrangement 
linking couninc.s on both .sides of the 
Pacific, arc also being gone through. The 
strengthening of these trading arrangements, 
the Survey imJicaies. would result m a fuller 
utili.saiion ol the potential of the region 
through gic.iicr intra-rcgional trade and 
inveslmcni Hows. 

Traoi-. asi> Paymi «fis Prosux'is 

The .Survey has ti led to project favoutablc 
trade prov|)ccl s lor i he countries tif the region 
based on its assumption ol a positive impact 
of the li'iuguay Round Agreement. This 
view IS somewhat questionable given the 
overwhelming evidence that indicates a 
diltcrentiatcd impact ot the Uruguay Round 
ondevelopingcoimines. Studies have shown 
lor insi.incc that the LDCs in particular and 
the agncultiiialimpoatiig countnes mgcncral 
would stand adversely allcctcd when the 
Agreement on Agriculture is implemented 
The phasing out ol the multi-fibre arrange¬ 
ment (.MFA), discussed .separately in ihe 
■Survey, IS .inolher area where developing 
counincs may not gtiin to the extent desirable. 
•Still oilicisonieniiotis issues including social 
clause and environment, which can be used 
as non-iurifl barriers having a bearing on 
li,)dc prospects ol developing countnes, arc 
waning to he introduced. All these do not 
add up to be a happy augury tor most 
developing countries as far as their future 
tiade possibilities are concerned. 

The trade and payments situation of the 
countries in the region during the 1990s is 
elabor.ilcly disciis-cd in Ihe Survey. Trade 
was nuoyani in most countries, with the 
south-east Asian countries continuing to 
maintain their momentum of trade expansion. 
These countries have now been joined by 
Sn Lanka. India and Vietnam who have 
been able to rapidly expand their trade during 
the past two years. However, in order that 
the latter countnes are able to su.stain their 
trade expansion it is necessary for them to 
findenduring links with the dynamic segment 
of the region. India, for instance, has 
established active contact with ASEAN by 
becoming its sectoral dialogue patincr. 

While the overall balance of payments 
outlook for the region has bo;n dealt with, 
the Survey docs not touch upon the important 
isiiue of external oebt. Although the Asian 
region has largely been free from the acute 
problem of debt overhung. tW situ.ition may 
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to the appreciafcHi of (he yeti in recent 
months. Most of the dynamic countries, 
including China, have a large component of 
yen-denominated debt and the upward 
movement of the currency would put severe 
strains on (heirextemal payments positions. 
Apart from these countries, large debtors 
like India are potentially in a vulnerable 
position arising out of interest rate 
fluctuations. This is so particularly at thd 
present juncture when the country is 
witnessing major changes in its composition 
of the debt-stock with a fast decline in the 
proportion of the concc<i.sional credit. 

Financiai. Sector Lmt-RALisATtoN 

Libcrali!>ntion of the financial sector, now 
accepted by all counincs as an e.ssential 
element of the economic reforms package, 
is one of the local points of the current 
Survey. This discussion, which brings out 
the various dimensions of the major issues 
involved m a very lucid manner, deserves 
In be included as an es.seiujal reader in this 
area. The need to undertake rmancial sector 
reforms is argued out systcmalirally and 
critical evaluation is made of the progress 
ol these reforms in different countries. 

The impact of government regulation, it 
IS argued, had led to repression of the financial 
sector in most countries resulting in financial 
shallowness The .scope of financial services 
remained limited even in the modern sector, 
it IS pointed out. The programmes of directed 
credit undertaken by Ihe governments were 
often aimed at providing access to cheap 
credit. Interest rales were curtailed and as 
the Survey brings out, nominal rates of 
interest were set ul low levels that hardy 
covered the inflation rates. This resulted in 
very low oreven negative real ratesofimerest, 
a factor which is largely held to have inimical 
effect on domestic savings. 

Four main components of financial .sector 
liberalisation have been dealt with in the 
Survey. These arc; (i) reforms of the banking 
.sector, (li) interest rate reforms, (iii) 
development of other capital markets, and 
(iv) external financial liberalisation. 

Banking reforms tn most countnc.sin the 
Asia-Pacific region have entailed privati¬ 
sation of slate-owned banks and opening 
new areas for banks to operate. Foreign 
banks, which in most countries had a very 
restricted role to play, were allowed greater 
freedom to operate under the dispensation. 
But while banks were freed from most 
controls they were curlier subjected to and 
decide on the ways to manage their portfolio, 
a new form of regulation has now been 
introduced forcn.suringthatlhc.se institutions 
follow sound business practices Most 
countries in the Asia-Pacilic region have 
adopted the regulatory pnnciplcs laid clown 
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by the Bank for Inicrnaiional Scttlemenis 
(BIS) based on the capital-adequacy norms. 
Several countries have already achieved the 
BIS prescribed capital-adequacy norms of 
8 percent by IW4. but many othercountrics, 
the Survey indicates, have lound it difficult 
to achieve these iionns vv ithin a realistic time 
frame. 

interest rate deregulation has been the 
critical area ol relorm aimed at increasing 
efficiency ofihe financial sy.stem. The Survey 
provides a sy.stcmatic overview of the policy 
initiatives taken by scvcial countries in this 
regard. The impact of interest rate 
deregulation on the deepening of financial 
markets has been assessed by considering 
the trends in M, and financial savings, 
including foreign currency deposits in 
financial institutions. Figures provided in 
the Survey show that there have been a 
number of countries, including LDCs like 
Bangladesh and Nepal, where the prtKcss 
of financial deepening was under way The 
use of M,as an indicator should however be 
made with caution since it is influenced by 
Hows of speculative capital. Since many 
countries in the region have seen inllows of 
this toriii ol capitnl. financial deepening ni.iv 
actually have been far less than those the 
data suggest. 

Directed credit programmes for 
disadvantaged groups in the economy were 
however kept in place by most countries 
even as they were carrying out reforms in 
their financial sectors This, as is argued in 
the Survey, was because a liberalised system 
rai.scs the possibility of creating a socially 
unacceptabledisributionofcredil. However, 
in order that the poor arc more effectively 
supported through credit schemes, the 
Survey proposes a reorientation of the 
formal financial insiituiions towards these 
schemes In particular, it has been proposed 
that links between the fin.incial institutions 
and the non-governmental organisations 
should be forged. It has additionally been 
suggested that schemes such as those 
managed by the Grameen Bank of Bangla¬ 
desh and the Rashtriya Banyiya Bank of 
Nepal could be strengthened for a wider 
coverage of the poor. 

: he most significant aspect of financial 
reforms in the Asia-Pacific region has been 
the development of other financial markets. 
In many countries of the region, the equities 
market has showed phenomenal increase 
since the late I98()s. An indication of the 
growth of the equities market in the Asian 
region can be seen from the fact that while 
the aveiagc monthly trading value of Hong 
Kong’s stock market increased by 267 per 
cent between 1991 and 1993, the New York 
stock exchange had grown by only about 50 
per cent during the same period. Corporate 
bond markets were in the initial stages of 
development tn several countries. 


Institutional mechanisms for assessing the 
risks involved in the.se instruments have 
been established among others in India, 
Malaysia, Indonesia, the Philippines and 
fhailnnd. but as the Survey indicates, there 
arc several challenges that these rating 
insiiluitons face. The functioning of the 
in.siitutions has been made particularly tough 
hy lower standards of accounting and 
disclosure as compared to the developed 
countries. 

External financial liberalisation has made 
most progre.ss in the countries of the Asia- 
Pacific region. Exchange rates have been 
made llcxibic m all countries while several 
countiies have eased restriclioiis on capital 
Hows These policy changes have been 
adopted, the Survey points out, in keeping 
with the view that financial o|)enncss would 
have its henclicial impact as savings arc 
pooled and allocated globally in the most 
etficicnt manner through unbridled 
movement ol capital But this tmancial 
openness, the Survey emphasise.s. has made 
management of the financial sector and 
monetary ptrlicy a dilficult task for the 
governments 

Financial liberalisation of the kind taking 
place in countries of the region raises several 
piquant issues, many of which have been 
raised in the Survey. The most important 
concern arises Irom the fact that not only 
has financial sccior libcralisaiion not led to 
ibe declared rc.sulls in most countries, they 
have often increased the vulnerability of the 
economics a.s compared to the past. 

Country experiences ol the Asia-Pacific 
legiori arc lound to run contrary to the 
expectations of a positive influence on 
savings and investment aceompiinying 
deregulation ol the financial markets. While 
countries having .some of the most repressed 
markets, e g, China and Korea, have 
recorded impressive results, others, most 
notably the Philippines, with relatively open 
and liberal financial regimes are much less 
successful. This conHrms the findings in 
several studies that financial liberalisation 
has made little diHerence to overall saving 
and investment. These contradictory 
expenencesdo indeed raisea validqueslion 
of whether financial liberalisation is either 
a necessary or sufficient condition for 
growth 

The integration of the domestic financial 
markets with the global economy could, as 
the Survey points out. subject the economies 
in the region to destabilising inHucnces. 
Couniric.s can be affected a.s interest rate 
differentials between countries can cause 
large outflows of short-term funds. The 
effects of such flows on exchange rates, 
domestic money supply and prices can he 
so severe that they could be beyond the 
capacities ol the authorities in the affected 
countries to manage. 


Further, volatile mo vemeilts of sltort-term 
capital have compelled the central banks in 
many countries to intervene and in some 
cases the central banks have incurred 
unexpected losses. The complexities involv¬ 
ed in undertaking financial liberalisation for 
achieving the desired results are thus 
unambiguously brought out in the Survey. 

These problems associated with financial 
sector liberalisation should be considered in 
the context of an ofl emphasised point, viz, 
macro-economic stability is a necessary and 
sufficient condition for financial .sector 
reforms to take place. A number of countries 
in the Asia-Pacific region are yet (o attain 
a reasonable degree of stability, as discussed 
earlier, and this factor needs to be given due 
consideration as countries undertake in 
reforms in this key sector. 

Social SEcuam 

One of the main concerns in the Asia- 
Pacific region i.s the persistence of social 
problems despite the strong economic 
showing by several countries. Poverty has 
continued to be a major problem in most 
countries notwithstanding policy inter¬ 
ventions to remove it in the past. Vast 
numbers of the poor continue to be deprived 
of the basic needs such as adequate food, 
shelter, medical care and education. 

The status of the social security systems 
existing in various countric.s in the region 
has been exhaustively di.sciis.sed in the 
Survey. The discussion deals with the nine 
contingencies identified in the ILO Conven¬ 
tions for the conferment of .social security 
benefits. The review of the social security 
systems in different countries shows that the 
schemes are narrowly focused, in that they 
cater mainly to those employed in the 
organised sectors of these economies. 
Workers in the agricultural sector as well 
as the self-employed are not covered un^ler 
the existing social security systems. Thus, 
a considerably large section of the population 
stands deprived. Furthermore, even those 
who are eligible tbr the conferment of the 
benefits do not find themselves adequately 
compensated. 

Although social security protection is 
extended to workers in the organised sectors 
in most countries, there are some instances 
where selected groups of workers belonging 
totheinformal sector have been successfully 
covered. The Survey highlights a few 
initiatives taken in India for the benefit of 
the latter. « 

A group accident scheme for active 
fishermen has hcen sponsored by the 
government of India that covers ail active 
fishermen between ages 18 and 65 years 
holding fishing licence. While the 
fishermen’s co-operative and a public sector 
insurance company manage this scheme, 75 


2314 


Economic and Political' 



per ^ of. premium is shal^ by (fw 
central and the state government. 

Primary milk producers in Mehsana district 
of Gujarat are covered by a life insurance 
scheme tn which the milkmen'sco'operati ve 
plays the key role. In this case, 55 per cent 
of the premium is borne by the co-operative 
societies to which the beneficiaries must 
belong. These schemes can serve as a model 
for organising the workers in the informal 
sector through co-operatives with a view to 
covering them under social security schemes. 
However, the success of these schemes, the 
Survey emphasises, is dependent on the 
institutional and legal support that the 
respective governments are .able to provide. 

The Survey proposes that a multi-tiered 
approach could be adopted as a long-term 
strategy for providing .social .secunty to a 
much larger section of the population in the 
countries ol the region. The basic tier of this 
system could be ihc uni vcrsal basic assistance 
from tax-financed government programme 
in the form ol family support, minimum 
pension and incomes and a guarantee ot 
basic needs (primary hcalih care, primary 
education, food sccui ity and sale drinking 
water). A contributory social insurance 
system among employees and the sclf- 


COMMUNITY participation, as an ideology 
•nd an essential aspect of development work 
has gamed increasing prominence in the 
recent past. Through a comprehensive pre- 
sematiun of the findings of a study of three 
dum pockets in the city of Bombay, the 
author highlights dimensions of community 
participation in the context of slum housing. 

At the core of her research method arc two 
surveys - the first quantitat i ve and the second, 
qualitative in nature - in the three slums 
selected. Regular visits to the communities 
and frequent interaction with people and 
leaders have substantiated the findings and 
analysis. The review of literature on the 
is.sue is commendable for the range of aspects 
related to community participation ibM arc 
discussed. It is comprehensive and makes 
for interesting perusal as the questions 
emerging from it lay the ground for the 
subsequent discussion that is based on the 
study. The author examines different 
perspectives on participation of the issue 
vis-a-vis housing. The question of whether 
structurtd change is necessary to bdng about 
authentic participation is a basic one. and; 
is raised through comments by others who 
an: quoted. 


«»ployed. and a {mvateydfuntify iniM 
within a re^latory framework could form 
the second and Ihc third tiers of this multi¬ 
tiered approach. This sharing of 
responsibilities by different agencies could 
result in a more effective system of social 
security than appears feasible in developing 
countries that have very large populations 
to cater lo. 

One of Ihc most important messages that 
comes out ot the Survey is that archetypal 
solutions do not exist for countries trying 
to achicvceconomicdevelopmeni. This could 
be seen mosi notably in the case of financial 
sector reform.s where the uncritical 
acceptance of the logic of the market did not 
provide any solution to the problems that 
the countries in the region were faced with. 
Social .security is another important area 
where considerable intervention by the 
govemtneni and it.s agencies are seen lo form 
the basis for its .succcs.s in the countries of 
the Asia-Pacific region. It thus needs lo be 
emphasised a.s a corollary to the above that 
development strategies need lo be a cons¬ 
tantly evolving process and that the particular 
objcclivc conditions in Ihc countries need 
to be given a larger priority than what 
conventional wisdom of our limes suggests. 


The role ot the state as a to-opcraior in 
housing development and the implicaiions 
of this on low income group housing where 
decisions gel taken by outsiders to ihc 
community, arc of relevance here. Providing 
shelter, ilicrefore. is more than creating 
physical infrastructure. 

The policy conicxt of participation 
indicates the role of governments and 
institutions such as the World Bank in 
enhancing the importance of community 
participation in specific projects. NGOs also 
have a definite role to play in promoting 
partictpaiion and this is imaly.sed objectively 
with both the strong points as well as the 
limiialions of NGO intervention in view. 

Desai movc.s on lo tracing the evolution 
of Bombay city, with its demographic 
features, economic development, industry, 
trade, finance, housing, etc. which is fairly 
descriptive. The narration of various 
institutions in the city, which ensues, throws 
light on different legislations in relation to 
land ownership, tenancy and bousing in the 
city. Hence.the roleofthe Bombay Municipal 
Corporation (BMC). Bombay Metropolitan 
Region Development Authority (BMRDA) 
and Maharashtra Housing and Area 


DevelbpnieAt Aiittiortty (MHAOAj.ln 
provision of housing and infrastnicture is 
Uaced; the linkages between these various 
agencies are clarified and the importance of 
co-ordination among them is made evident. 

The Slum Improvement Schemes and Slum 
Upgradation Programme offer .scope for 
positive changes in housing conditions and 
environment. The author avers that for tin: 
deteriorating housing situation in the city, 
in the absence of a political will, the 
government cannot solve the accommodation 
piobicins of the economically weaker 
.sections, and that even today, “ihc authorities 
have not made up ihcir minds how to solve 
the problem.s of shelter". Her analysts of the 
housing problems of the poor, from the point 
of view of the role of ihe government seems 
to substantiate Ihc above opinion. 

The three slums studied an; located in 
different parts of the city, viz. WadaJa, Woril 
and Kurla. Desai menlion.s the points of 
di ffcrcnce among (hem as social class, spatial 
contiguration. etc, and similarities beingUieif 
central location, their integration into the 
wider market economy and Ihc fact lhatthey 
arc much ailcctcd by structures of state 
bureaucracy. The slum improvement/ 
upgradation programmes have been carried 
out in the three slums and there is one NGO 
which works in all the three areas. This is 
also a common element. 

Her portrayal of the slums is descriptive 
and creates a vivid picture of Ihc physical 
environment and the lives ol people. This 
would be of particular interest to those who 
arc far removed from the reality of life in 
such conditions, and desirous of knowing 
more about the same. For those familiar with 
life in slum communities, there is not much 
that IS new in the findings and one realises 
the scope for generalisation from one's 
understanding of other slums, since the 
broader issues and concerns do nut differ 
much. 

People’s participation in these slums is 
examined through the role of community 
organisatinn.s - these being self created, 
independent organisations of the residents, 
and the role that leaders in (he community 
have to play in solving various problems of 
people and gelling them access to basic 
amenities. By analysing theclass compositkm 
of slums and nature of life-styles and interests 
of each group, the reasons why certain group.s 
of people come forward lo move beyond 
personal concerns and why certain others 
don’t IS rellcctod. The manifestations of 
ethnicity, gender roles and caste identity, on 
relationships and on participation arc valid 
concerns as well. The leaders or Ihe 
initiators’, seem tube in po.s.scssion ol certain 
resources and skills which make tor their 
favourable impact at the community. as well 
as the bureaucracy level. The political nature 
of this interface between leaders from the 
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communtiy vDidmunicipnl ufficials, political 
representatives and oihct s is dwelt on. Dcsai 
holds that any diMimiion between ‘social’ 
and ‘political' moveinentsis ‘merely seman¬ 
tic’ since social movements may also have 
a clear objective of bringing about political 
change. She subsequently examines whether 
such slum-level struggles are a social move¬ 
ment and her stand here is in the affirmative. 

The supra .systemic intiucqccson theslums 
have been analysed and dynamics oi NGO, 
bureaucracy, political party and people's 
interactions highlight the interests of each, 
their ways ol functioning as well as the 
nature of mutual interdependencies which 
exist, in a perspective of power that each 
hold and exercise. That NGOs have to work 
in increasingly turbulent and politici.sed 
envininments adds to the complexity ol their 
intervention. Desai says that there is scope 
for future research to examine the ways in 
which NGOs till the gap in service delivery 
between the government on one hand an 
urban poor on the other, and the dynamics 
ot this prtK'css. 

The soundness of the literature of review 
raises relevant qiiesiions which lelaie to ihc 
findings ol the study. Perhaps a more 
substantive articulation of answers at ccrt.iin 
points would h.avcclinchcdihei.ssues. Desai's 
presentation of the study is objective, yet the 
concerns reflected seem positively biased 
towards the urban poor. The role that 
governmental and municipal bodies can play 
in Ihc area of housing is amply clear (rom 
her di.scussion. 

It can, I think, be possible to examine the 
proccs.s/issuc of participation from iw<t 
angles. One can dcconiexlualisc it and 
examine the dynamics of indigenous parti¬ 
cipation in any community - and reasons 
why communities arc naturally organised. 
However, when participation is examined in 
the context of any specific scheme or 
intervention, which is the second angle 
referred to, then the two angles need to be 
merged very clearly. One can analyse (a) 
Community level relationships and 
structures, as they influence participation, 
and al.so (h) Features within the .specific 
schemcs/inlcrvcntion initialed which 
cncourage/'limit participation. This would 
merit a look at the efficacy of institutional 
.structures created as part of development 
clfoits, which issignilic.int suite the scheme 
docs not become an end in itsell. Bui it 
participation is seen as a poliiical process 
then the impact ot such a scheme or venture 
on people’s cnipowernieiu is impori.inl 
These issues could have emerged more 
emphatically in the analysis 
The aspect of eliciting p.iiiicipaiion from 
people Is a Icature ol projects undertaken 
on a mass scale, and very often reflected as 
a concern because of stands taken by donor 
agencies. Oesai has pointed out the need for 


preparedncs.s and orientattbn hinong 
bureaucracy to encourage participation of 
people. It would, I think, also be crucial to 
examine in depth, the level to which 
participation can be cliciicd within (he 
framework of various schemes. Whether 
people arc involved at the level ot (a) 
information dis.seminalion,(h)consulialions. 
(c) decision-making, or (d) taking necessary 
action and doing things, is sigmlicant It is 
iliroiigh this that concerns foriargcilulfilnienl 


and ca|)adlty bulidii^ or cinpbtiwniMitit' of' 
people get manifested. Theintegration of the 
two angles would make for effective 
participation as well as greater sati.sfaction 
of ‘beneficiaries’ of schemes. 

Various questions reflected in the book 
arc thought-provoking for social activists, 
students and academicians, and persons new 
to the analysis of slum life and concerns 
would also find ihis a very informative 
volume 
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World Bank on Fiscal Adjustment in India 

M Govinda Rao 
R T Shand 
K P Kalirajan 

The World Bank’s Country Economic Memorandum (CEM) on India this year reviews the progress offiscal reforms 
at central and state levels. However, like in the past, the emphasis on reducing fiscal deficits rather than increasing public 
.savings robs the analysis much of the relevance. A ho, its assertion that there is no further scope for expenditure compression 
and additional deficit reduction should be achieved by increasing taxes is not based on .sound empirical analysis. In fact, 
suck a recommendation nuiy signal a spate of spending on populist .schemes as has been seen recently. Similarly, attributing 
fiscal problems at the state level to inadequate revenue efforts is not based on facts. This can not only encourage profligacy, 
but also may introduce additional sources of inefficiency. 


1 

Introduction 

THE World Bank’s Country Economic 
Memorandum (CEM) on India this year 
reviews, among other things, the progress 
in liscai adjustment undertaken in the last 
four reform budgets and makes a critical 
appraisal of state-level fiscal reforms The 
World Bank’s analysis on these issues is 
particularly important for several leasons. 
The analysts in the CEM puts forth the point 
of view of the World Bank and therefore, 
gives more or less credibility to the policies 
puisued so far by the government and thus 
signals future policy directions. 

Given that the economic crisis which 
triggered the reform process in 1991 itself 
was diagnosed as the consequence of the 
severe riscal imbalance that aftlicled the 
economy throughout the 1980$, a detailed 
review of achievements and challenges after 
four years of fiscal adjustment efforts is 
opportune. Further, in a federal polity like 
India where the stale governments have a 
predominant role in the provision of social 
services, (particularly the human resource 
development) and many of the economic 
services, a review of .stale level reforms is 
equally critical. Therefore, it is important 
that the appraisal of the issues is accurate 
and balanced and based on sound economic 
reasoning. 

In particular, a proper appraisal of the 
issues could minimise comptiiti ve populism 
in fiscal policy regime in a pre-election year 
while an inaccurate appraisal can give 
credibility and endorsement to populist 
pressures. A critical appraisal of the analysis 
contained in the CEM is therefore, is 
extremely important. 

In any assessment of fiscal adjustment at 
central and state levels, the overall objective 
of economic reforms must be kept in view,' 
The objective of economic reforms in India 
has been to stabilise the economy in the short 
to medium term and to accelerate the growth 


rate with more equitable income distribution 
by improving the efficiency in the resource 
allocation and giving an outward orientation 
to the economy in the medium to long term. 
Fiscal rclorms mu.st therefore be analysed 
from the (wrspectivc of whether and to what 
extent they have helped to achieve 
improvement in resource allocation or at 
Icasi vvnether they arc directed towards 
reducing rc.sotircc distortions. This note 
reviews the CEM from this perspective, 
examines whether its diagno.sis of the ills 
is accurate and whether its suggested 
solutions would improve the comficiilivencss 
of the Indian economy. 

Of course, the CEM has also reviewed 
monetary and trade policies and has gone 
into the micro issues of improving the 
standards of physical and social infra¬ 
structures tn considerable detail However, 
fi.scal adjustment and slate level reforms 
have received the greatest emphasis in the 
report and accordingly, our analysis of the 
assessment made by the World Bank is 
confined to the fiscal is.sucs at central and 
stale levels 

The plan of this paper is as follows: Section 
II summarises the World Bank’s diagnosis 
of the fiscal disease aftlicting the Indian 
economy at both central and .stale levels. 
Section III identifies the major weaknc.sscs 
of the World Bank’s diagnosis . In Section 
IV, possible policy repercussions of the 
World Bank’s diagnosis are pre.sentcd in 
concluding remarks. 

II 

Disease and Its Diagnosis 

The report reviews the structural changes 
effected in the Indian economy since the 
reform process was initiated four years ago, 
records the achievements and lists the 
unfinished tasks and challenges facing the 
policy-makers. After reviewing the progress 
in stabilising the economy, the report 
proceeds to identify the structural rigidities 


needed to be overcome to improve efficiency 
in resource allocation, llic diagnosis of the 
disease automatically leads to the curative 
measures to strengthen the reform process. 
The logical extension of Ihe struciural reforms 
IS lo identify fiscal, financial and in.stitutional 
problems at state level. Attention to state 
level reforms is warranted because (i) slate 
governments play a predominant role in the 
delivery of social and economic services. 
They account for 8.5 per cent of spending 
on social services and 56 percent of spending 
on economic services,' and therefore, their 
financial and institutional weaknesses 
could pose a serious constraint on the 
infrastructures, and (i i) the essence of reform 
IS to improve the enabling environment for 
which systemic changes are required in the 
policy regime which should encompass all 
the departments and ministries at both 
central and state levels. 

The CEM, like the Economic Survey of 
the ministry of finance, this year emphasises 
the unde.sirability of the deteriorating trend 
in public sector saving and highlights the 
imperative need to reverse the trend not only 
to accelerate growth and reduce poverty but 
also to make fiscal policy more effective as 
a stabilising instrument. However, when it 
comes to the details, the focus is not so much 
on public savings, but on fiscal imbalances 
as measured by fiscal deficit. The CEM 
notes that after successfully reducing the 
fiscal deficit from 8.4 per cent of GDP in 
1990-91 to 5.7 per cent in 1992-93, the 
central government could not prevent it from 
increasing to 7,7 per cent in 1993-94, due 
partly to expenditure overruns and partly lo 
lax revenue shortfalls. For 1994-95. the 
government set a relatively modest fiscal 
deficit target of 6 per cent of GDP as stronger 
external accounts have reduced the threat of 
macro-economic instability. 

The CEM warns that persistence of high 
fiscal deficits is a major threat to macro¬ 
economic stability. The report demonstrates 
that, under reasonable assumptions, in order 



10 achieve the inflation target of 5-6 per cent 
and increase the growth rate to 7-8 per cent, 
at 5 percent real rate of interest, the primary 
deficit should not exceed 1.5 to 2.2 percent. 
In other words, if the GDP grows at lower 
than 5-6 per cent, it is necessary to have 
primary surpluses just to stabilise the 
domestic debt-GDP ratio. Therefore, a 
further reduction in fiscal deficit by about 
2 percentage points to a level of 3-4 per cent 
ol GDP is critical to achieve government's 
growth and inllalion objectives and to bring 
fi.scal imbalances to sustainable levels. 

How should this be brought about'’ 
According to the CBM there is not much 
scope for expenditure compression in li.scal 
correction. Fiscal adjustment should 
minimi.se the burden on the poor and thcrelore 
should not reduce public expenditures on 
human resource development and targeted 
anti-poverty programmes. Some scope lor 
reducing food and fertiliser subsidies and 
readjusting oil prices is recogni.sed, but the 
corrective measure is seen to lie primarily 
in continued reliance on tax reforms to 
improve revenue productivity and more 
aggressive privatisation with the proceeds 
earmarked to retire the debt burden The 
report states, "...non-interest expenditures 
already have borne the brunt of tiscal 
adjustment and not much room is lelt lor 
further reductions." 

The CEM stresses the need for state level 
reforms for two important rca.sons' (i) the 
stales have a prednmin.int lolc in the 
provision ot social and physical iiilia- 
siruclures; therelore, improvement in the 
ability to finance these services and 
elfccliveness ol delivery systems at Ihe 
slate level is important, (iii Signilieaiii 
improvement in the conditions can come 
about only when concerted ctfort is m.ide 
to change the enabling environment by all 
the concerned agencies at both central and 
state levels. Discrete changes in .some policies 
by a few central ministries cannot change 
the institutional environment. 

The CEM makes a fairly detailed review 
of tiscal developments in the stales to assess 
their performances and to identify the 
financial and institutional constraints on 
the delivery ol social and physical 
infrastnicturcs. The report notes with concern 
the lapid inerca.scs in revenue expenditures 
and the declining share ot capital 
expenditures in total expendtiures. In the 
judgment ol the CEM, the states will noi be 
able to sustain their current patterns of 
expenditure. The problem in stale fiii.tnces, 
however, is not .seen to be due to o vcrspeiidi ng 
(p 40). According to the CEM. the problem 
ha.s arisen due to '.. the absence of 
improvements in the own leveniie ejforts of 
slates as a group' (emphasis us in the 
original). To substantiate this, the CEM 
provides evidence that the .states' actual 
additional resource mobilisation during the 
Eighth Flan was around 38 per cent of the 
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target. Consequently, the hard budget 
constraint on the states (which is partly due 
to their inability to manoeuvre borrowing) 
has crowded out socially productive 
expenditures. Thus, the problem on the 
expenditure side is not its size but its com¬ 
position. Thcrelore, the CEM recommends, 
‘...as part ot the effort to improve public 
savings, stales should seek to reduce Ihcir 
fiscal deficits through a concerted effort on 
the revenue front.’ 

The analysis of the resource position of 
the states leads to the examination of 
intergovernmental transfers as well. The 
report reters to multiple agencies making 
transfers - the Finance Commission, a 
constitutional body, and the Planning 
Commission, “a body not required by the 
Constitution ". In fact, the transfers designed 
by various central ministries are wrongly 
attributed to Ihe Planning Commi.ssion. 
While the Finance Commission has been 
found to be successful in reducing inequities, 
the discretionary transfers of the Planning 
Commi ssion ha ve offset the attempt to reduce 
hoii/.ontal imbalances across the stales. Ot 
course. It al.sorcpealsthedisinccntivcs arising 
Irom the fiscal dentistry practised by the 
Finance Commission, points out the tyranny 
of the base year selection and recommends 
the need to relate transfers to shortlall in 
tiscal capacities of the states (m its view cost 
disabilities do not .seem to be a serious 
problemIt is also pointed that Ihe system 
lends to encourage the diversion of funds 
Iroin the projects approved by the Planning 
Commission to meet recurrent expcndituies 
which IS considered undesirable. The CEM 
al.so lists Ihe initiatives taken by various 
states, albeit limited, to relorm their fiscal 
systems 


' in 

Empirical Evidence on 
Fiscal Adjustment 

The World Bank’s attempt to take slock 
of the achievements, identify future 
challenges and to prescribe the policies to 
meet those challenges is opportune. I iowever, 
accurate diagnosis of the problems is the key 
to prescribing required policy changes to 
evolve fiscal policy for growth and stability. 
In this section, wc examine whether the 
empirical evidence on fiscal trends at the 
centre and the slates lends support to the 
CEM's diagnosis. * 

The report rightly endorses the concern 
expressed in the 1095 Economic Survey 
that public sector savings have continued 
to deteriorate when it states, "...without 
substantial improvements in public 
.cavings, the economy will not be able to 
accommodate higher levels of investment 

- public and private, physical and social 

- needed to accelerate and maintain growth, 
and reduce poverty.” However, the concern 
for declining public savings slops at this 
statement and there is hardly any discussion 
on how this undesirable trend can be 
reversed. In the analysis ol macro-economic 
developments, reducing fiscal deficits takes 
centre-stage and a strategy to improve 
public .savings simply takes a back scat. 
But, reduction in the fiscal deficit docs not 
necessarily add to public savings as has 
been clearly demonstrated by Indian 
experience during the last four years. After 
four years of fiscal adjustment, the fiscal 
deficit as a proportion of GDP was reduced 
from 8.4 percent in 1990-91 to 6.7 percent 
in 1994-95 while governmental dissaving 
actually showed a marginal increase from 
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3.5 per cent (b l8 per iebiu (Tabk t). this 
was achieved mainly by reducing capiial 
expenditures from 6 per cent of GDP to 
4.3 per cent, partly by selling public sector 
equity (0.6 per cent of GDP) and through 
a host other ^justments (like appropriating 
the profit of the RBI). 

Let us first take up the discussion on 
trends in fiscal deficits. The inability to 
reach the deficit target is attributed to both 
expenditure overrun and tax revenue 
shortfall. In 1993-94, when the fiscal deficit 
figure overshot the target by over 3 
percentage points, revenue expenditure 
exceeded the target by 1.1 percentage points, 
capital expenditure by 0.6 percentage point 
and the shortfall in tax revenue was one 
percentage point (Table I). However, in 
order to make a correct diagnosis of the 
problem and to make policy recom¬ 
mendations it is not enough to state these 
facts. It is necessary to examine why it 
happened. Analysis shows that the rca.son 
for the inability to achieve the deficit target 
IS due partly to the attempt to show smaller 
fiscal deficits in the budget e.stimaies by 
showing optimistic revenue estimates and 
partly to the lack of political will to compress 
revenue expenditures. Das-Gupta and 
Mookheijcc (1993) have shown that there 
was no basis for assuming a 16 per cent 
growth rate for tax revenues in 1993-94. At 
the same time, the intention in the budget 
was to reduce non-intcrest revenue 
expenditures from 8.7 per cent of GDP to 
8 per cent, but the government could not 
muster the necessary politieal will to 
compress wages and salaries or transfers and 
subsidies. For example, theoriginal intention 
to reduce the fertiliser subsidy was not 
politically feasible and had to be restored. 
In any case, both targets were too optimistic 
[Sen, Rao and Ghosh 1994J. 

What is worrying is not so much the 
attempt to project smaller deficits by 
overestimating revenues and understating 
theexpenditurcs. In asen.se, this may actually 
be useful, for it helps at least to set targets. 
Rather, it is the inability to muster the political 
will to reduce public dissavings as targeted. 
Any attempt by multilateral agencies to 
rationalise and Justify this removes a source 
of pressure on the government to exercise 
fiscal prudence. In the CEM, the slippage 
in conforming to the deficit target in 1993- 

94 is simply attributed to stagnant industrial 
output. Furthermore, the deficit reduction 
and much less a reduction in public 
dissavings, are no longer important for the 
CEM. It justifies the lower targets for 1994- 

95 by .stating that, as the external accounts 
were stronger fiscal imbalances were not a 
threat to macro-economic stability and 
therefore, the government could afford 
higher deficits. This implies that, with | 
comfortable external reserve position, the 
government need not unduly bother about 
fiscal discipline! 


Flouiui I: Revenue RECEim ano Revenue ExreNDinixEs dp CiiaeniAL Covernment 
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The CEM’s observation that non-intcrest 
expenditures have already borne the brunt 
of fiscal adjustment and therefore, further 
reductions in fiscal deficits are to be achieved 
not by compressing expenditures, but by 
augmenting tax revenues or by restructuring 
public enterprises is not borne out by facts. 
A careful analysis of the expenditure trends 
since 1990-91 shows that while capital 
expenditures were clearly crowded out, there 
has not been any signillcant change in the 
level of non-intcrest current expenditures. 
The decline in the cxpendilurc-GDP ratio 
from 9.8 per cent in 1990-91 to 9.1 per cent 
in 1993-94 and further to 8.7 per cent in 
1994-95 was mainly due to the abolition of 
the export subsidy following the 1991 
devaluation, and partly due to the lower 


grants given to the states. There has been 
hardly any significant compression of 
revenue expenditures on centre's own 
account. In fact, a careful analysis shows a 
steadily increasing slope of the revenue 
expenditure curve has been the principal 
reason for the increasing gap between current 
revenues and expenditures as far back as 
1979-80. After 1991 .the revenueexpenditure 
curve has become even steeper and the gap 
has widened further (Figure I). 

Even if we were to believe that there has 
been some deceleration in the growth of 
these expenditures, it would be erroneous 
to infer that there is no scope for further 
reductions if there had been a lot of overs¬ 
pending earlier. The revenue expenditures 
during the l9K0.s increased at 18.3 per cent 


Tabu. 2.- Growth of RKVENUbs and Exfenoiiures 

(Per Cent) 


Item of Revcnuc/Expendiiurc 

1970-71 10 1980-81 

1981-82 to 1990-91 

1970-71 to 1990-91 

I Direct taxes 

12.4 

12 5 

12.5 

2 Indirect taxes 

16.1 

16 2 

16 2 

3 Total tax revenue 

15 4 

15 6 

15.5 

4 Non-tax revenue 

14 2 

13 0 

13.6 

.3 Total revenue receipts 

152 

15 1 

15.2 

6 Capital receipts 

18.0 

20.6 

19.3 

7 Total receipts 

15.8 

16.5 

16.1 

8 Revenue expenditure 

15.0 

18.3 

16,7 

9 Capiial expenditure 

18 3 

11.8 

1.5.0 

It) Total expenditure 

15.9 

16.6 

16 3 

Tabu 3; Growth of .States’ Revenues and Expenditures 

(Pre Cent Per Year) 

Item of Kevenue/Expenditure 

1974-7510 1979-80 

1980-81 to 1990-91 

1990-91 10 1994-95 

1 Revenue receipts 

15.9 

15.5 

16.2 

a Own tax revenue 

144 

16.1 

15 6 

b Own nun-tax revenue 

11.9 

12.5 

23.7 

c Own total revenue 

1.3.9 

15.4 

16.7 

d Central transfers 

18.4 

15.8 

15.8 

II Revenue expcndiluic 

16.1 

176 

15.7 

III Capital outlay 

20.1 

11.1 

12.7 

IV Total expenditure 

17,5 

1.5.8 

15.1 
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per^fear on uieayiemge, iKp froiyi f3 pefCOnt 
recorded in the 1970s (Table 2). Numerous 
studies have shown that (here is not only 
much scope, but also an imperative need to 
reduce expenditures substantially on wages 
and salaries, subsidies and transfers [Cheiliah 
1992; Mundle and Mukhopadhyay 1993; 
Rao and Sen 1993], 

Thdre are also a number of centrally- 
sponsored projects taken up for populist 
reasons but not well targeted to the intended 
beneficiaries which need to be restructured.’ 
One source of growth in expenditures has 
been through the proliferation of these 
centrally-sponsored schemes. The 
consequence of this is not merely in 
increasing public dissavings and widening 
fiscal deficits, but also expenditure 
centralisation, distortion of the states’ 
expenditure prionlies and inefUciencies in 
the delivery of public services In fact, in 
the 1995-96 budget, the central government 
has used its expenditure policies and control 
over llriancial institutions to interfere over 
a wide variety of areas which should 
legitimately fall into the states' domain. 
Examples include directing NABARD to 
open exclusive lines ot credit to co-operat i ves 
and regional rural hanks to meet the credit 
needs of Scheduled Castes and Tribes 
amounting to Rs 5(X) croie, directing the 
banking system to lend Rs 1,(KX) crore on 
a consortium basis to Khadi and Villagb 
Industries Commission for on-lending to 
khadi and village industry units, setting up 
specialised hank branches in 85 idcntdled 
districts to channelise the flow of credit to 
them, expansion of the centrally-sponsored 
schemes on Indira Awas Yojana and the 
creation of a National Social Assistance 
.Scheme to give old age pensions, (a scheme 
which already exists in almost all the .stales) 
and provision of midday meals lor the school 
children. The important questions that arise 
arc, whether these schemes likely to make 
a tasting change in the poverty situation, 
will thc.se be well designed and targeted to 
reach the intended beneficiaries, and if the 
central government better suited to incur 
expenditure on these activities. 

if further reductions in the fiscal dclicit 
are to be achieved only by raising more tax 
revenues and by privatising public 
enterprises, it is necessary to consider 
seriously the scope for and implications of 
raising additional revenues by iqiproving 
the tax system. It must be noted jlrst that 
the tax-GNP ratio in India compares 
favourably with those of the developing 
countries though the composition has been 
considered undesirable, with an over¬ 
whelming proportion accruing from indirect 
taxes. Related to this is the need to improve 
the income elasticity of the tax system, to 
impart a measure of stability to the fta 
regime, and to reduce discretionary changes 
in the tax.ba$e and rates from year to year 
to meet exigencies of additional revenue. It 


i,s also nccc.ssary to femploy customs duties 
more as a protective device and less as an 
inslriimeiit to raise revenue. Tlie reforms of 
domestic indirect taxes should simplify the 
structure by reducing rale differentiation, 
providing la.x credits on inputs and capital 
goods, and reducing the distortions by 
extending lax to the retail level. Thus, while 
an emphasis on lax reforms is in order, the 
objective should be to evolve a stable, simple, 
productive and less distortionary lax system 
i.iihcr than simply to raise more revenues 
.Such a strategy would be in conformity with 
the bio.ul objeetive ot economic reforms, i 
e. ot imparting gieatcr competitiveness to 
the economy 

This IS not to imply that increasing revenue 
is not a leasihle option. In fact, failure to 
recover user costs on many of the quasi 
public goods provided by the government 
has been a major source of implicit subsidy, 
and as the accessibility of these services is 
poorly targeted, the subsidy accrues 
predominantly to the better off sections of 
society. In asserting its priority areas tor 
rcdJcing the fiscal deficit, this CBM lost an 
opportunity to identify the candidates for 
higher cost recovery and to indicate the 
appropriate strategy for cost raovery 

As already mentioned, the state 
governments have a predominant role in the 
supply and regulation of social and economic 
infrastructures. Cost-efficient provision of 
these services responding to the needs and 
preferences of different regions is essential 
to achieve impart competitiveness to the 
economy. In particular, human resource 
development which is critical in accelerating 
the growth process is almost entirely in the 
slates’ domain (over 85 per cent of public 
expenditures is incurred by them) and fiscal 
and institutional problems at the stale level 
could pose a binding constraint on the 
provision of these services. Similarly, the 
method of financing expenditures by the 


Years 

.states can affect the allocation of resources 
by the private sector luid therefore, can be 
dll important factor in determining the 
competitiveness of the economy. It is 
interesting to examine to what extent the 
CEM's observations on the fiscal 
p<‘.rfnrmance of the states and the solutions 
suggc.sted therein would hclpin the structural 
adjustment programme. 

A careful reading of the CEM indicates 
that many of its observations are not based 
on a careful analysis of state finances but 
are grounded in casual observation. U notes 
with concern the steadily increasing share 
of current expenditures and declining 
proportion of capital expenditures during 
the penod, 1986-94. This and the increasing 
interest burden was enough for the CEM to' 
conclude that the states will not be able to' 
sustain their current pattern of expenditure. 
Ol course, if significant increases in 
allocations to human resource development 
arc made, .is have been announced by the 
policy-makers from lime to time, the share 
of recurrent expenditure will show a further 
increase and if these arc financed from marko 
borrowing, ceteris paribus, the interest 
burden will also increase. Can the question 
of sustainability be decided on such casual 
empirical facts? The simplistic nature of the 
analysis comes out even more clearly in its 
recommendations that in order to improve 
their public savings, the states should reduce 
their fiscal deficits. Wc have already indicated 
the nebulous nature of the relationship 
between public savings and fiscal deficits. 
What is more, in the ca.se of the states, the 
volume of borrowing is, in effect, determined 
by the central government. 

Even more disturbing is the assertion of 
the CEM that the constraint on states’ finances 
is not due to a crisis of overspending, but 
their inability to cflect improvements in 
raising own revenue. The only evidence 
offered to support this assertion is the fact 

M’’, 











(hat the slates, in (he aggregate, could 
mobilise only 28 3 perccnl of the additional 
resourre mobilisation (ARM) targeted lor 
the Eighth Plan period, lliosc familiar with 
the Plan financing table can easily understand 
that the concept as measured is not only 
nebulous but can even be misleading and to 
draw inferences on die slates' revenue effort 
based on such a measure could lead to 
erroneous conclusions. 

First, it is politically appealing to draw up 
unrealistically large sized plans and as the 
states’ fiscal position cannot generate an 
adequate balance from current revenues, 
unrealistic ARM targets .arc set. in drawing 
up large sized plans without resource support. 
the Planning Commission' as much as the 
individual stale governments must lake the 
blame. Second, the method of estimating the 
yearly targets of ARM is unscientific. The 
change in the tax rate is assumed to generate 
proportional changes in tax revenues. Third, 
as fulfilling these targets has become 
increasingly difficult, all sorts of things were 
included under ARM. even the money saved 
due to (he delayed dearness allowance 
payments to employees Finally, the concept 
of ARM Kselt intrixluces instability to the 
fiscal regime. Revenue performance should 
be measured in terms of revenue productivity 
of the lax system and not by how much 
revenues were generated by effecting changes 
in (he tax base and rate structure year after 
year. In fact, such discretionary changes can 
reduce the long run productivity of (he tax 
system and (he unstable tax structure can 
distort the decisions of the economic agents 
Past experience shows that, in (he name of 
ARM. revenues were raised without any 
regard to their harmful economic effects. 
Surely, such measures cannot add to the 
competitiveness of the Indian economy. 

A careful analysisof the fiscal performance 
of the stales does not support (he assertion 
that fiscal imbalances have arisen mainly 
due to poor revenue efforts and that 
overspending is not a problem. In fact, the 
average annual growth of slates’ own 
revenues aeccicrated from 13.9 per cent in 
the latter half of the 197()s to 15.4 per cent 
in the 1980s and further to 16.7 per cent in 
the first four years of the 1990s (Table 3). 
The states’ own tax revenue, after 
accelerating to about 16 per cent in the 1980s 
fell only marginally to 15 6 per cent in the 
first four years of (he current decade despite 
the low GDPgrowth rates during Ihis period. 
In contrast, (he growth of revenue 
expenditures outpaced the growth of revenue 
receipts throughout the 1980s, and even in 
the four years of fiscal adjustment it remained 
higher than the growth of states’ own lax 
revenues. These trends brought out in 
Figure 2, clearly show that the divergence 
between current revenues and expenditures 
is mainly caused by the increasing slope of 
revenue expenditure curve and this became 
even more pronounced in the 1990s. Thus. 

• 
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contrary to (he assertion in the CEM. fiscal 
imbalance at the stale level .seems to be 
mainly due to the crisis of overspending and 
not to stagnancy in revenues. 

However, it would be incorrect to infer 
from the above that (here arc no problems 
in the states’ methods of raising revenues. 
The ineflicicncics of the stales’ lax system, 
particularly the domestic trade taxes have 
been widely discussed in the recent past and 
It IS not necessary to go into the details here 
(NIPFP 1994; Ran and Vaillancourt I994J 
The objective of lax reform should be to 
remove the incllkiencics in the tax system 
and to niinimisc resource distortions arising 
from It with a view to imparling greater 
coinpeiiiivcness to the market. Ag.am, 
improving the long run revenue productivity 
of the tax system should be the objcclive. 
Ofcourse, there is a lot of scope forenhancmg 
user charges and lees on many of the quasi- 
pubhe services provided by the state 
governments and much of (he increases m 
non-tax revenues since the beginning of the 
reforms was achieved by taking credit of 
larger interest receipts from publicenierpnses 
and not by realising u.scr charges. 

IV 

Implications of World Bank 
Prescriptions 

Realistic assessment of the problems and 
prescriptions based on them should lead the 
policy-makers to adopt the right set of 
measures for fi.scal adju.stmenl. In fact, the 
government can actually use the World 
Bank's prescriptions as a lever to carry out 
reforms which are politically difficult to 
implement However, inappropnatc policy 
prescriptions based on wrong diagnosis of 
the i.ssues can encourage laxity in fiscal 
management and defeat the very purpose of 
stabilisation and structural adjustment. 

As shown in the previous section, a careful 
empirical analysis of the (rends in revenues 
and expenditures of the central and state 
governments docs not lend support to many 
of the conclusions reached in the CEM. 
While ii rightly draws attention to the need 
to improve public savings, (he emphasis is 
on containing the fiscal deficit. Moreover, 
the CEM’s assertion that there is no further 
scope for expenditure compression and that 
in order to further reduce the fiscal deficit, 
tax revenues should be raised is not based 
on sound analysis. Such a pre.scription can 
encourage vested interests to seek and obtain 
large increases in allocations with benefits 
largely accruing to them and thus engender 
a spateof spending by the central government 
for electoral reasons. It is not surprising that 
there has indeed been a spurt in spending 
on interim relief (Rs' 1,500 crore) to 
government employees, area development 
programme for the members of parliament 
(Rs 790crore), new social assistance schemes 
(Rs l,5(X) crore)'. Many more such schemes 


are likely tocropup wjththeelections scheduled 
next year. 

The diagnosis of the fiscal problems at the 
state level in the CEM is also simplistic. 
Here again, the fiscal problems arc attributed 
not to “the crisis of overspending.... but to 
(he ab.sence of improvements in the own 
revenue efforts of States as a group” (p 40). 
In the event, apparently not even the states 
need be concerned with the difficult task of 
reducing expenditures, and in a world of 
competitive populism they can go on a 
spending spree. The CEM, like the Planning 
Commi$.sion, seems to think (ti.ii raising 
more and more resources and not incrcasuig 
the efficiency in resource use should receive 
priority. This option may be easier to 
implement, but the solution may not serve 
the objective of structural adjustment. 

Notes 

1 The CEM inicrchanges these percentages 
perhap.s due to an uvcrsighl 

2 The CEM wrongly slates that the Ninth Finance 
Commission .iclually adopted such an 
approach delcrminc the awards for ihc special 
category stales In fad. Ihe commission u.sed 
both shorifall in fiscal capacity and cost 
disabilities indelermining the transfers of ina|or 
stales and nol special category slates 

3 There were 262 centrally-sponsored schemes 
in 1989 AUhoughtheworkinggroupappointcd 
by Ihe Planning Commission recoiiiniended 
Ihc abohlion of a number of schemes, most 
of them have conlinucd .and the new ones have 
been added to the list 
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5h Drinking and ‘iMnikenness* 

History of Liquor in Colonial India 


Indra Munshi Saldanha 


The extent of impingement of the colonial state upon what may he called the private, collective domain is well illustrated 
hy the policy of the British government on indigenous lupior making and drinking. This article dwells upon two important 
legislations, the Bombay Ahkari Act, 1878 and the Mhowra Act of 1892, and their effect on the customary' practices of 
the adivasis in the Thana district of Bombay Presidency. It also discimes overt and covert resistance of the communities 
and the classes which were involved both for and against the policy. 


I 

Introduction 

THE British liquor policy was guided, 
avowedly, by the twin objects ol generating 
revenue on the one hand, and checking 
intemperance among people towards 
safeguarding their morality, on the other. 
.State policy, however, often came into 
conflict with another morality, that ol the 
pea.sants. especially the adivasis ttrihals), 
lor whom drinking formed an integral part 
of their material as well as symbolic reality. 
It IS an area of investigation, although kirgcly 
neglected, which illustrates the impingement 
of the state upon, what may be generally 
called the private, collective doniatnof liquor 
making and drinking, and the resistance, 
both overt and cosert, of the communities 
against the state as also the classes involved. 
Foucault’s ob.servation IS extremely relevant 
in this regard, that "aside from torture and 
execution, which preclude any resistance, 
no matter how tcrrilying agi ven system may 
be, there always remain the possibility of 
resistance, disobedience and oppositional 
groupings [Rabinow 1987:245]. 

In this paper, the British liquor policy is 
discussed with reference to two important 
legislations, the Bombay Abkari Act of 1878 
and the Mhowra Act of 1892, and their effect 
on the customary drinking practices of the 
adivasis, in particular in one district. Thana 
of Bombay presidency (present-day 
Maharashtra). The debates and discussions 
around the legislations and the cieucial issues 
opened up by them demonstrate that the 
colonial discourse was not monolithic. The 
two legislations, however, had the summary 
effect of blocking the major sources of liquor- 
toddy, the fermented/distilled juice of palm 
tree, and mahua drink made from the flowers 
of Bassia latifolia' - by taxing the former 
beyond the means of the poor and banning 
the latter. The new system opened up an 
important source of revenue for the 
government. Towards the close of the period, 
revenue from excise (most of which came 
from country liquor) was second in 
importance only to land revenue. It also gave 
rise to a class of capitalists for whom 


manulactiire of liquor became an extremely 
lucrative busincs.s In the emerging market 
economy liquor, too. could be had lor money, 
lacking which, even land and labour. Given 
the pcrsistancc of semi-feudal relations ol 
production, liquor became an instrument of 
exploitation of the poor. 

Neither the zeal of the government, nor 
the temperance rnovement, nor even the 
Imlian-.social reformers radically altcied the 
adiv.i.si.s’ attitude towards drinking They 
continued to drink, but in the changed 
situation, more expensive and less healthy 
liquor. The more popular and wiilespread 
alternative, however, was to drstil liquor 
illegally As the laws became mure stringent 
and the prices rose, the peasants resorted to 
'smuggling, illicit distillation and other acts 
which came to he termed ‘crimes’ and 
‘offences' in the legal discourse. While the 
government succeeded in fullilling its 
object of ratsing revenue from 1 iquor which, 
as we shall see. showed a steady increase 
throughout the period, the second object 
of checking consumption did not show 
much success. The fact that the peasants, 
especially the adivasis. continued to drink, 
raises basic questions about the very 
assumptions on which the liquor policy 
was formulated. 

II 

British Concern: The Early Years 

The systerri that was continued in Thana 
district, long afler the British took over the 
district in 1818, was the levy of the ‘buddcnc’ 
cess on palm trees, the proceeds of which 
was credited to land revenue. It was a cess 
levied as assessment to land revenue on 
toddy produeing trees. It gave the payer the 
sole right to the trees, fruits, leaves and juice. 
Except in a few cases, the payment of this 
cess under certain conditions entitled the 
payer to draw and distil palm juice without 
any .further charge. The details of the 
arrangement varied greatly in different parts 
of the district. In some parts, for example, 
Salsette, monopoly of the retail sale of pal m 
juice and other country liquor was annually 
sold by auction, and it was only to the 


monopolists that the payers of the buddene 
and tapping cesses could sell palm juice. 
Payers of the buddcnc were allowed to draw, 
distil and sell to the monopolist on payment 
ot an additional cess. No tapping licence was 
granted for fewer than IS trees. In Dahanu 
and other parts any landholder or any person 
ow ning trees enough to represent a tree cess 
of Rs 10, could, on paying a further sum 
of Re I, get a licence to distil and sell liquor 
within the limits of his village. Persons who 
were unwilling to obtain distilling licence 
could tap the trees and sell the juice only 
10 the holders of a distilling licence. This 
was the case in the subdivisions along the 
coast where palm trees grew in greater 
abundance |RD6 1883:4). 

In the inland subdivisions, Kalyan, 
Bhiwandi, Vada. .Sahapur, Karjai, where 
palm trees were fewer, most of the liquor 
consumed was made trom mahua tlowcrs. 
The right to distil and retain mahua liquor 
in certain tracts or groups of villages was 
annually sold by auction. A tree ce.ss was 
levied on all palms tapped for liquor in these 
parts, but the payer was forbidden to sell the 
produce to anyone but the liquor farmer 
[RD6.1883:4], 

The revenue from liquor was, therefore, 
generally rai.sed by auctioning the monopoly 
of the right to manufacture and sell liquor 
over a specified area.’ Each farm usually 
compri.scd only a few villages. The farmers 
paid a lump.sum for their privileges and were 
then free to make and sell as much liquor 
of as many kinds and strengths as they 
pleased uncontrol led by official interference. 
The farming system was. however, found to 
have serious weaknesses. It was argued that 
It left both government and consumers at the 
mercy of the farmers. The government could 
only realise in any year just as much revenue 
as the farmer cho.se to guarantee, and farmers 
often combined to keep down prices at the 
auction sales. It left the government ignorant 
of the quantities of liquor made and 
consumed, of the cost of manufacture, of the 
rates of duty realised on it. the strength and 
the selling price of the liquor sold and of 
the amounts of the profits derived by the 
monopolists from their farms (Report I, 



1924:44], In the district most liquor farmers 
were Parsis. 

The result of this system was seen to be 
unsatisfactory for other reasons too. The 
officials found ii impo.ssible to supervise the 
countless stills that were at work all over 
the district. The abundance of spirit and the 
low rate of the excise, they asserted, made 
liquor so cheap that “drunkenness was 
universal" |RD6 IS83:4-5|. In addition, it 
was observed, a marked increase ol 
smuggling followed the enhanced excise 
rales which were introduced into the town 
and island of Bombay in 1874. The system 
was ineffective in that it provided ample 
scope for evasion of revenue. The policy 
of centralisation was already under 
consideration. In I8.S9, central distilleries 
were ordered to be established all over the 
country, so that a closer control and 
supervision could be maintained. The need 
of a more efficient system was recognised 
and finally intioduced in 1879. The 
justification for the relorm, which, as we 
shall .see, created much discontent among 
the people, was provitled by the need to 
check ‘excessive drinking' For example, 
John Nugent, assistant collector of Thana, 
observed in 1868 that whereas 30 years ago 
only 10 percent of the (xipulation habitually 
drank, it had increased to 7.S per cent, and 
even 90 per cent in some parts. The greater 
facilities afforded for obtaining liquor than 
before led to higher consumption (Report 
I 1924; 43]. 

The district, along with other coastal 
districts, appears to have acquired a reputation 
for 'extreme intemperance’. As early as 1826, 
the collector was so alarmed by the 
widespread ‘gross intoxication’, that he 
thought It adivsable "to cut down all but a 
few of the liquor-yielding trees". Again in 
1863, the commssioner proposed that all 
palm trees on government waste lands should 
be cut down as the use of the liquor drawn 
from them was .sodcmtiralising. The proposal 
was repeated in the following years [RD 6, 
l883;8-9p The reasons for it were found 
to be in the abundance of palm trees on the 
coast and of mahua trees in the interior, the 
dampnessofthcclimatc, but mo.si important, 
in the old lax abkari systems which made 
cheap liquor easily available 

III 

Abkari Act V of 1878 

The task of introducing a new system was 
entrusted to C B Pritchard who was serving 
as collector ol Salt Revenue and .supervisor 
of the disitlicnes at Uran in Thana district 
in 1875. His recommendations were 
embodied in Act V of 1878 and the new 
system was introduced from January 1,1879 
Tile mam pnnciples ot the reform were to 
confine the manufacture of mahua spirit to 


2324 


central distilleries, that excise duty be levied 
on this liquor before it left the distillery, and 
that no toddy be drawn from trees except 
by permission and under licence, that for 
each toddy tree tapped tax under excise 
(rather than land revenue, as had been the 
case of earlier) be paid and that liquor and 
toddy be sold in licensed shops, with licences 
auctioned as before. These measures were 
to he introduced gradually over a number 
of years [I Lirdiman 1985:189|. The plan was 
to r.use the pallb lax annually so that the 
mahua spirit manufactured in central 
disiillciics would finally replace the distilled 
tixldy liquoi Pritchaid was appointed as the 
first abkari commissioner for Bombay 
presidency in 1878 

Under the act, with a separate department 
and sufficient stall', the abkari system in 
Bombay presidency was revolutionised. The 
old farming system was abolished nearly 
everywhere, the cential distillery system with 
high rates ot duty varying in each district, 
which were steadily increased from time to 
time, being introduced in its place. This 
system was accompanied with the grant ot 
moopolies and a ‘minimum gimrantcc' the 
amount ol which w,ts fixed by competition 
With the help of a large staff as well as the 
increased power ol the magistrate to puni.sh 
the offender, greater control by the 
government could now be established. 

The result was a general discontent among 
the distiller and the people. The majority of 
the tree owners of Thana icfuscd to pay the 
lax in protest A large number, nearly 
1,10.000, trees remained untapped, owing 
to the prohibitive tax of Irom Rs 3 to Rs 14 
on each coconut tree, Rs 3 to Rs 12 on each 
brab and Rs I 8 to Rs 4 on each dale tree 
in the diflcrcrit subdivisions, as well as to 
the grant of a monopoly of drawing and 
.selling toddy to the liquor contractor [RD6A. 

1883:31. Under the new .system toddy could 
be tapped only by those holding a licence 
from the government Licences were given 
to tho.se who took the largest number of trees 
tor tapping. The bh.andaris, the traditional 
tappers and distillers ol toddy, complained 
bitterly that the enforcement of the 
provisions of the new act htid driven them 
out ol occupation. The tax of Rs 10 per 
brab tree was found oppressi ve. They could 
not draw toddy from a small number of 
trees, and none of them were rich enough 
to take 50 palm trees, the minimum number 
fixed by the act. The government had, they 
petitioned, sold by contract the monopoly 
of manufacturing and selling liquor to ‘‘rich 
and cruel contractors who have made us 
their slaves” {RD6 1881:188. 251, 267J. 
They pleaded that the tree lax be levied from 
them directly, that they be permitted to tap 
the tree's and sell the produce independently 
of the liquor contractor, and the present 
restriction of issuing licence for tapping 


tfeestotnen thec^i^brbe' 

dispensed whh.Thc government, regreRing 
that they had been deprived of their former 
occupation arid however suggested that they 
turn to another employment if they had 
none [RD6 1881:217], 

The assumption underlying Pritchard’s 
proposal was that by raising the price of 
liquor, ‘undue consumption’ could be 
checked and at the same time a ‘ fair revenue’ 
from the excise of liquor could be realitted 
[RDI 1879:45], the principle being that a 
maximum of revenue should he raised from 
a minimum consumption of intoxicating 
liquors. In an attempt to vindicat his stand. 
Pntchiird stated in 1979, “... the meSsures 
just advocated are likely to be beneficial to 
the people ns well as to the revenue, that the 
increase made during the current year in the 
selling price of liquor in many talukas of 
Thana coupled with the prohibition of 
indiscriminate distillation has had the most 
marked and grati fy i ng effect on the condition 
of the warlis and other labouring classes. 
The colIcciorofThana has informed me that 
these people are universally reputed to be 
now more industrious and more capable of 
hard work and willing to it than formerly 
when half their lime was spent under the 
inlluence of drink ..|RDI 1899:48-59]. 

The mamlatdar’ (revenue official) of 
Karjat who was familiar with the district had 
however, the following observations to make 
on the effect of the legislation on the people. 
“Now the price of liquor being very dear, 
more illicit liquor is distilled and drunk. 
Formerly people used to purchase a bottle 
of liquor at from two to four annas and the 
illicit liquor now distilled costs the illicit 
dislillcrthe same expense for manufacturing 
It... experience teaches me that drinking is 
more common than before.” Moreover, he 
found that those who had no means to distil 
illicit liquor had resorted to more petty thefts 
of paddy, rice, etc. than before. Earlier they 
used to put aside a portion of their wages 
sufficient for the maintenance of their 
families, but now, as they had to spend a 
large amoutit of their wages for procuring 
the quantity of liquor barely sufficient for 
their requirements, they were led to acquire 
money by other means | RDI 1879:49], Jf the 
rate of tax on palm trees was reduced, he 
suggested, people would have less 
inducement to attempt tapping without 
permission for illicit distillation. In his 
opinion, those who engaged in illicit lapping 
did so ‘only to maintain themselves’. 
Therefore, if the rate of tax and the price 
at which licit liquor was sold were reduced, 
illicitdistillation would stop(lr)id:52). Many 
private persons as well as government 
officials held this view (RD6 1883). 

It was argued by the rayats :ciiltivators) 
and owners of toddy trees in the district that 
the poor, for whom toddy served as an article 
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of food, wate tiang deprived of a source bf 
•.ustcnaiice/ In limes of scarcity and famine, 
toddy had served as a substitute for food and 
helped them tide over difficult times. The 
high price of toddy would drive people to 
harder and more harmful liquors like mahua. 
They also pointed to the evils of the new 
liquor monopoly system which supplanted 
the former liquor contractors who took 
contracts for limited areas in favour of 
large capitalists who alone could bid for 
the large areas consisting of several talukas 
that were put up for auction. In addition, 
in the absence of competition, these 
contractors could have a relatively free hand 
with regard to both quality and price of 
loddy (RD6A. I883:4-.‘51. 

Around the same time a Bniish official. 
PS PLciy.as.sisiantcollcciorof Surat district, 
launched a powerful critique of the official 
policy, highlighting the hardships it had 
caused the poor adivasi peasants and 
labourers in his district. "... I submit that it 
IS not in the power of any government to 
enforce the remedy ol the lectoialism without 
entailing worse evils. The attempt to do so 
by a prohibitive lax has only deprived the 
women and children of much of their 
already .scanty provision of food, clothes, 
and salt. .. .It cannot be dented that a fair 
amount of toddy acts, if not as lood. yet 
as compensation for the want of it. It cannot 
be dented that if not a medicine, yet it is 
properly believed to he such '' Should not 
a moderate legitimate supply be placed within 
the reach of the people, he rheloncally asked 
(RD9. I884;2I.‘5|. 

In 1886, he wrote. “ . the change of 1879 
was a small social revolution in that it drove 
the people out of the fields to the shop. 
Previously, every man who had trees in his 
fields, lapped them and gave thereof to his 
acquaintances with little fear of the farmer 
who asked no questions. No doubt they 
often drank more than was good for them, 
but at any rate it was sound juice taken 
straight from the tree and only half fermented. 
The customers at the shops were, as a rule, 
strangers and travellers only. Upon such a 
state of things fell the order that no toddy 
was to be got except at a licensed place, and 
not even there without payment of cash. To 
a people whose wages were one anna per 
day paid in kind,lfiis was real ly a prohibition, 
except on very rare occasions. It made no 
practical difference to them whether the 
price was two pice per pint or twenty. Both 
rates were hopelessly beyond their reach” 
(Quoted in Hardiman 1983:194]. 

The official concern with the widespread 
consumptionofillicit liquor led todetermined 
el Ions by government for the repression of 
illicit distillation m the inland talukas by the 
establishment of punitive police posts in ; 
many of the villages in which illicit 
distillation was most rampant and by the 


irilllciion of exemplary aM detti^ried 
punishments upon persons convicted of 
offences against the abkari law IStalement 
1905:2]. In spite of these measures, illicit 
distillation was rife in almost every village 
in the inland talukas where the mahua grew 
in abundance. It was easier to make liquor 
from mahua than to tap Kiddy since the pot 
hanging on the trunk could easily be detected. 

The abkari officials were alarmed at the 
organised resistance to the abkari laws The 
people discovered ingenious ways to escape 
detection, for example the pot with 
fermenting mahua wa.s kept in fields away 
from the villages, the stills were set up in 
ravines and 'nallas' and men were po.sled 
to give warning. As Sibbald. inspector ol 
the inland range, pointed out. .since the 
apparatus was found in open grounds, no 
one could be held responsible for it (RD6 
1883:10|. The abkari inspectors continued 
to complain that villager as a body were 
involved in the 'crime' No one gave any 
information. The actual manufacture was 
carried on on some remote spot, the same 
spot being seldom used more than a few 
times. The villagers often offered an 
organised antf determined opposition to the 
abkari force There were instances ol abkari 
men being bniially handled by villagers, of 
being beaten and even killed |RD9 1891 ..3.3; 
,RD6 188.3.10) 

In a large number of instances. Atkins, 
the assistant collector of Thana m 1883. 
reported, w imen and old men were found 
at the stills, and therefore convicted under 
the Abkari Act. lie believed that it was 
widespread probably bec.iuse “The old man. 
if sent to prison, is unlit to do hard 
labour and docs not much mind simple 
imprisonment when he is paid lor it.” The 
woman olten gels ofl with a heavy (me but 
her fellow villagers subscribe and pay it as 
a kind ol part payment for the liquor they 
hadduringtheycar(k033 1884:185]. Atkins 
described the Inal of an old man who h.id 
been twice previously convicted, and who 
was now sent to prison lor six months. The 
man greeted the magistrate. "Ram Ram. Rao 
.Sahib". .ind went to pri.son happily Even 
the most severe punishment, he felt, seemed 
to have no effect. He touched on a sensitive 
issue when he observed that “the morality 
of a class is subject only to the opinion ol 
that class” and that the public opinion of the 
cultivating class was not opposed to the 
illicit distillalionol liquor|RD3318H4 186) 
Given the strong community .support, he 
felt. It was almost impossible to find the 
offenders. Even a large abkari staff would 
find it dillicult to be constantly .searching 
huu.ses. hollow trees and other hiding places 
in forests, holes in the ground, nulla beds 
and haystacks |RD33 1884:1851. 

The licensee, kki. was expected lo employ 
a sufficient private prcvcntivcestablishment 


id put down tificliiiqudf fraffic within 
the limits of his fann> so as to control entire 
licit consumption in the region [RD4 
1884:216], Despite the contractor, illicit 
manufacture of liquor t^ame more and 
more popular as the price of liquor went up 
over the years. From the villager’s point of 
view. It was well worth the risk since he 
managed to get for almost nothing a bottle 
of spirit that would cost him 8 to 9 annas 
in the shop The operation was a simple one. 
requiring litile more than household utemsils 
and a few pice. Alternately, liquor could be 
smuggled from the neighbouring princely 
states of Jawhar and Dharampur and the 
Portuguese temiory. Daman, where generally 
the pnee of liquor was lower. 

Aikins was clearly of the opinion that poor 
culiivators needed liquor at the end of a hard 
day’s labour in the field during the rains, 
primarily for healih reasons. They only got 
had liquor, at a high price and that too after 
w.alking eight lo 10 miles. They naturally 
preferred to make Ihcir own liquor. If. 
however, they could gel gtKxl liquor at an 
atlord.'ihle price, and within a mile or two 
of where they lived .selling upa 'private' still 
would not be nccc.s.sary. As for the argument 
lhai this would "corrupt the morals of the 
|x;opic”, Aikins felt certain that people 
would not consume more liquor than they 
did now - they probably drank more than 
wanted simply because ii was available at 
home IRD33 1884.1861 

Miiowra An (III OF 1892) 

Inorderiucheck illicit manulaclure which 
caused 'loss of abkari revenues’ as well as 
encouraged 'lawlessness' in the inland 
talukas where mahua trees were plentiful 
(mahua (lowers were also imported from 
Gujarat lor the same purpose), Charles 
Pritchard proposed that the collection and 
s.ilc of mahua (lowers be banned. To this 
clicci, the Mhowra Bill was introduced in 
the Bombay legislative council m l 882. But 
while under discussion it was fiercely 
opposed by the non-official members 
among whom were eminent persons like 
Rao Saheb Mandlik. .Sir Jamshetji Jeejihhat. 
W VI Macaulay. S D Sasson and others. 
They argued that mahua flowers were used 
as food by the pimr for themselves and for 
their cattle during periods of scarcity And 
that no "increase of the abkari revenue would 
compensate for the injury that would be 
inllicled on the very poorest classes by 
depriving them of an article of sale and 
barter which has been provided for them 
by the bounty of nature and which they 
have freely collected from immemorial 
time" IQJPSS 17.4189,5:9. see also QJPSS 
14. 4 1892:1-731. They blamed ihc abkari 
deportment for. "driving people to illicii 
dislillafion”. Since raw toddy had been made 
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dear and scarce, and licit liquor heavily 
overtaxed, people took to illicit liquor. The 
remedy, it was suggested, was “not an 
oppressive restriction of the free use of useful 
articles but a reduction of high taxation” 
[QJPSS 1892:72). Without mincing words, 
W M Macaulay observed “it seems to be that 
the Abkari Act of 1878 and the bill now 
before us have been framed with one 
object of increasing revenue" (QIPSS 
1895, op cit:9). 

It was forcefully argued that the restrictions 
contemplated would pres.s hard on the poor 
and tribals who were generally engaged in 
the collection of mahua flowers. These 
flowers served as casual, if not regular, food 
for men. fodder for the cattle, and as medicine. 
The entire families of the tribals in the district, 
the kolis. katkaris, warlis, dublas, thakurs 
and others collected the flowers that fell on 
the ground of which they kept a share for 
themselves, and sold the rest to the bania 
for grain or money [QJPSS 1892, op cit: 14]. 
The supporters of the bill replied that ‘when 
the results arc so disastrous to the peace and 
morality of the country, it is impossible not 
to inteii^ere with it, even if it is admitted to 
be a food'. And that when freedom caused 
the ‘demoralisation’ of the people, it was 
necessary to interfere because it was 
impossible otherwise to check ‘drunkenness’ 
and at the same time prevent a serious loss 
of revenue from illicit distillation [QJPSS 
1892:23). Surprisingly, although the 
«ovemment admitted that mahua flower was 
used as food in Gujarat and Khandesh and 
other pans, it persistently assened that it was 
not so used in Thana and Kolaba districts 
alone.’ As a result, however, of the opposition 
to the proposed bill, it was vetoed by the 
government of India under Lord Ripon in 
1882. 

In accordance with the instructions from 
the government oi India, the Bombay 
government appointed a committee to further 
inquire as to whether the high rate of duty 
charged on licit spirit in the district of Thana 
and Kolaba had not encouraged smuggling 
and whether the mahua flower was cverused 
as food in those districts. A committee 
consisting of three revenue officials of 
Bombay was appointed and Iheirconclusions 
were as expected, in conformity with the 
government’s position. It noted that the high 
rate of duty on licit spint was not the cause 
of smuggling in the two districts, that mahua 
was not a staple article of food of the people, 
neither was it generally given, to any 
appreciable extent, to cattle. Finally, that the 
only way tocheck the evil of ill icit distillation 
was tobnng the free traffic in mahua flowers 
under legisituivecontrol. They even proposed 
the cutting down of all mahua trees. On the 
other hand, a large number of witnesses, the 
lower level officials as well as non-officials, 
stated that the flowers were used by the poor, 


especially the adivasis, as food for men and 
cattle when their stock of grain was 
exhausted, and especially in famine times. 
'The flowers were eaten fresh or dried, by 
themselves or mixed with grain flour and 
made into bread. Oil extracted from mahua 
seed was used for purposes of consumption 
as well as lighting. It was clear that the poor 
also bartered the mahua flowers for gram, 
rice or other miscellaneous items of grocery, 
on which they subsisted during the monsoon 
months. It was also pointed out that formerly 
because the peasants derived benefit from 
mahua. they planted more trees. But in recent 
times given the changed circumstances they 
were trying to fell the existing trees and sell 
them off [RD6 1883). 

The bill was turned down once again tn 
1884. But in 1892, Pritchard took up the 
matter again and the act was finally passed 
by the Bombay legislative council. It was 
applied initially only to the Thana and 
Kt^aba districts. He put forward a proposal 
whereby a vacation would be granted from 
the mahua controls between February IS 
and April 15 every year. The rest of the time 
the storing and selling of mahua was to be 
banned. The act was said to be necessitated 
by a ‘very serious' rise that had ‘recently’ 
t^en place in the illicit distillation of mahua 
in Thana and Kolaba districts. In his closing 
speech Pritchard clearly stated that he was 
“unable to hold the view that the liquor 
traffic was not a legitimate sourceof revenue” 
[Report I. 1924:45). 

The act evoked much disapproval from 
several quarlcrs. Public meetings to protest 
against it were reported to have been held 
all over the two distnets. The press, both 
English and vernacular, was involved in the 
debate that followed the passing of the act. 
The Poona Sarvajanik Sabha, a nationalist 
organisation, took up the issue seriously. It 
argued that nothing had happened between 
1882 and 1892 which could justify the 
acceptance of the legislation. The ‘very 
serious nsc'm illicit distillation, which the 
government u.sed as a justification, was due 
to an experiment made by the government 
in 1887-88 which took off some of the 
restrictions on raw toddy, but at the same 
time enhanced the price of licit liquor. The 
expenmem was pronounced as ‘disastrous’ 
by the department and discontinued at the 
endofl88riQJPSS 15,2. October 1892:36). 

It further argued that compared wiih the 
figures of 1880-81 and 1881-82, the figures 
of illicit distillation in recent years did not 
show a serious rise’, but on the contrary, 
a substantial drop. In support of the 
argument it was shown that the abkari 
offences connected with illicit distillation 
detected were 612 during 1880-81, 767 
during 1881-82, 492 during 1889-90 and 
408 in 1890-91. During 1888-89 the period 
of the experiment, they showed a high of 


606(QJPSS April I892;551. Afitf t]ialllnc6 
the abolition of the experiment, the number 
of offences had been steadily and raf^ty 
diminishing, much to the satisfaction of tlw 
abkari department officials. In the opinion 
of the Sabha. the legislation would d^ve 
the poor of an article which although not 
a staple article of food was an important 
supplement to foodgrains. Besides, it would 
invest the police with even greater power 
to harass and blackmail people (QJPSS 15,2 
October 1892:39-41). 

In the 1889 abkari officers in Thana were 
unanimous in admitting that their efforts to 
stamp out the ‘recent excess’ of illicit 
distillation had been ineffectual. They were 
generally of the opinion that there were only 
two ways of putting down illicit distillation 
by reducing the price of licit liquor or by 
bringing possession of mahua flowers under 
effective control, it is evident from the 
Commissioner’s letter of May 9,1889, that 
the chief cause of illicit distillation of both 
mahua and toddy, in his opinion, was the 
raising of the retail selling price of country 
spirit to rates that the main body of consumers 
could not pay. To check thcevil, he suggested, 
the first step to be takcifwas “to reduce the 
retail setting prices of country spirit that 
have risen to rates ranging from SO- l(X) per 
cent above prevailing in 1886-87“ |RD 2A 
1889:26. 79). 

The government, nilher than reduce the 
price of licit liquor, chose the other 
alternative, to control the pos.scssion and 
sale of mahua flowers so as not to jeopardise 
Its revenue interests and pas.sed the legi.slat ion 
under discussion. 

Abkari Revhnue and ‘OprENtM’ 

After the year 1879, the revenue from 
country liquor sliowcd a steady increase. 
The rate of still head duty on mahua spirit 
and the rate of tree tax on palm was raised 
from time to time, and while revenue 
increased substantially over the years, 
consumption docs not seem to have 
decreased. At the same time ‘offences’ as 
also other forms of resistance lo the liquor 
legislations, despite the severe punishment, 
continued unabated frustrating the efforts of 
the government. 

In 1878-79 the revenue amounted to 
Rs 4,92.430. In 1880-81 the revenue had 
gone upto Rs 6.36,776 as a result of the 
introduction of the Abkari Act of 1878, 
The revenue increased to Rs 7,06.137 In 
1883-84, but dropped to Rs 5.98.794 in 
1889-89. as a result of^hc experiment 
referred toeariier. It increased loRs 8.15,313 
in 1893-94, Rs i0.02.2S9 in 1898-99. 
and showed a slight fall to Rs 9,82,966 in 
1903-04 (Statement op cit. Thana: 2-7). The 
official figures for consumption per head 
showed an overall increase. These, however. 
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do not reflect the actual amount of drinking 
given tiiat a fair amount of liquoir consumed 
was illicit and therefore, unaccounted. In 
1881-82 the consumption per head was 
reported to be 19 drams, in 1883-84 it was 
22.8 drams, it fell to 8.1 drams in 1888-89 
as a result of (he changes introduced by the 
government, mentioned above, which 
resulted in an enormous rise in prices and 
therefore to illicit distillation. (One dram is 
1/48 of a gallon.) The consumption rose 
to 23.4 drams in 1893-94, 25.3 drams in 
1898-99. and dropped to 20.8 drams per 
head in 1899-90 as a result of the effects 
of famine in the district. It rose again to 23.9 
drams in 1903-04 and further to 26.7 drums 
in 1904-05, the highest on record and was 
attributed to the “return of prosperity”. 

The government pointed to the “large and 
steadily increasing abkari revenue” as an 
indication that people could afford to spend 
much on ‘luxuries'. The more sensitive 
officials however argued that “the luxury ol 
drinking some kind of spirit or intoxicant 
is the luxury par excellence not to say the 
necessity of the lowest and poorest classes 
in most countries” as was evident in the 
enormous revenue derived from the gin 
palaces in London and other cities in 
England. To the weakened, feeble frame 
of the Konkan rayat, it was pointed out. 
liquor was as comforting and had become 
as necessary as it was to the poorest in 
London (RD34 pi II 1884:17). 

Before the century came to a close, 
however, Thana witnessed a major protest 
by the adi vasis as well as other caste groups 
in which cheap liquor featured as one of the 
demands. The action was sparked by a fore.si 
regulation passed in 1896 which prohibited 
the collection for sale ot firewood oy the 
adi vasis. It caused widespread discontent all 
over the district, and not only the adivasis, 
but many other groups, too. voiced their 
grievance against the government policy 
with re.spect to land, forest and abkart. As 
one official put it, it reopened many old sores 
connected with toddy, grazing, abkari 
regulations generally. Bhandaris, who felt 
deprived of their traditional occupation by 
the government’s abkari policy, too joined 
the protest [RD 112 1897:45,77). 

Abkari inspectors were alarmed at the 
resolutions passed in meetings to tap toddy 
trees without permits. The adivasis were 
reported to have asked the Christ{ans of 
Bassein taiuka to abstain from liquor as a 
form of protest [RDI12 1897:80). Among 
other things, people demanded that liquor 
be sold at one anna a bottle, and the palm 
tree tax be abolished. In one instance, it was 
reported in a local newspaper that people 
forced the actii^ district deputy collector to 
give an order for liquor to be sold at otib 
anna a seer on a stamped paper. With this 
order they weiH to a liquor seller’s shop and 


boughta large quamity ofliquor at oneanna 
per seer and consumed it on the spot 
{Armodaya November 25,1896). B; 1896 
the storm had blown over. 

A different reaction from the people, 
discemihle in this district, and much more 
in the adjoining districts of Gujarat, was 
collective abstention from liquor. Despite 
the lip-scrvicc paid to temperance by the 
government, its own response to the anti¬ 
liquor movement was often one of concern 
for the resulting loss of revenue. The feeling 
was expressed by (he abkari commissioner 
in 1886, when there was a movement in 
favour of total abstinence in Thana and 
Kolabadistricts. The movement was crushed 
and the commissioner justified his action in 
the following words “the question for 
decision is, shall we sit quiet and allow the 
movement to continue and to spread and 
thereby to torfcit a large amount of revenue, 
or are measures to be adopted, which will 
bring people to their senses” (Report I 
1924:45). 

To give up drinking liquor was a way out 
for the poor “to protect themselves from 
local coercion” as well as a reaction to the 
high price ofliquor which was leading them 
to impoverishment. Parsi liquorshopk'*cpcrs 
were known lo give liquor on credit and 
demand labour and even land in return. In 
1882 The Gazetteer of the district recorded 
the presence of the Parei landowners and 
liquor .sellers in the interior villages. Frequent 
complaints were made against them by the 
adivasis that “thc.se men press labour for the 
cultivation of their fields” I Gazetteer Thana 
1882:247). Oral testimonies from the 
adivasis reconstruct how the outsiders 
came and settled in their villages several 
decades ago. acquired a little land, opened 
liquor shops and often encouraged the 
adivasis to buy drink on credit. And after 
the debts increa.sed. they would demand land 
or money. Since adivasis did not have the 
money, their lands were taken away and they 
were turned into tenants on their own land. 
In this way, the landlord would acquire 
entire villages. These stories are very much 
a part of the collective memory of the 
people. Liquor had become an instrument 
of exploitation of the adivasis by the high 
caste moneylender-landlords, partrculariy the 
Parsis. Field work in the region in 1981-82 
generated substantial evidence to support 
this rSaldanha I984:660J. 

In some instances, as in one taiuka. 
Umbergaon, the brahmin landlords evicted 
tenants who had dealings with the mabua 
merchants or who themselves engaged in 
illicit distillation. The Pars! landlords, on the 
other hand,not burdened by brahminical 
values which consider liquor drinking as a 
vice, encouraged or even compelled their 
tenants to illicitly distil with a view to 
“enjoyment of the first outcome of the illicit 


stills” tR09 189Y:«’29]. 

In 1906 a temperance movement whidi 
staited in south GtghrM spread to noithem 
Thana. It was started by an ethicated adivan 
in the tribal territory of south Gujarat. Mass 
meetings of the adivasis were held and vows 
were taken to abstai n from liquor. There was 
a fall in sales of liquor and toddy and a 
remarkabledecreaseintbeinstancKofiilicit 
distillation {Hardiman 1985:213). A large 
fall in sales was reported from Thana, too. 
As a result, the licensees in Thana suffered 
a loss (RAED 1906:6-9). The movement 
was. however, short lived, and by 1906 a 
ri.se both in consumption and receipts was 
reported. In two talukas, Bassein and 
Bhiwandi the effects of the movement 
continued to be felt, but on the whole the 
situation was said lo be ‘nOTmal’. In 1908, 
"a certain amount of sporadic agitation 
mainly of a political and quasi-poiiticat 
character in support of a temperance 
movement” was reported to have occurred 
in Thana. The movement took die form of 
propaganda by means of public meetings, 
but, by and large, in official view it remained 
spasmodic and ineffectual'. It appears to 
have been a part of the boycott of liquor 
shops in parts of Bombay city and several 
other districts of the presidency following 
the trial of the nationalist leader, Tilak. 

After 1921 with Gandhi's blessings the 
anti-liquor campaign spread to many areas. 
In Bombay city the temperance activity was 
lairly strong. Supported by the Indian 
National Congress, the campaign was active 
in almost all parts of the Bombay presidency, 
resulting in fall in excise revenue. The 
government’s altitude is clear from the 
statement that it was in sympathy with the 
measures directed to encourage temperance 
provided the methods adopted did not lead 
to ‘inconvenience or annoyance' of the 
public, or to “interference in lawful vocation 
and the liberty of the subject” or to breaches 
of peace. The magistrate and the police 
were expected lo take (he necessary steps 
to prevent or punish infringement of the law 
[Report I 1924:47). In the government’s 
view, althoughthcat.ti-liquor campaign was 
inspired by social and religious reformist 
ideas, it was very much a pan of a political 
programme to discredit the government. 

A mostremarkabledevelopmeni. however, 
was (he ‘devi’ movement which originated 
among the adivasis in a coastal taiuka in 
Thanain 1922, and spread over south Gujarat. 
It appears to have started early in 1922 
among the Mangela Koli fishermen who 
were hit by an epidemic of small pox. They 
believed that the goddess who had caused 
the epidemic had to be propitiated. Koli 
women would become possessed by the 
deity at ceremonies. Through this medium, 
the goddess let it be known that she would 
be satisfied i I they gave up meat, fish, toddy. 




liquor for some time. Thi.s propitiatory 
movement spread northwards toother Tishing 
villages in Thana anil then to Surat district 
(Hardiman l984-2()8, see also Hardiman 
1987]. It rcprcscnicd an attack on the ahkari 
system as well as on the Parsi liquor and 
toddy dealers. During the course ol the 
movement the inllucntial section among the 
adivasis torgod an alliance with the middle 
class Gandhian nationalists of Gujarat, who 
were the most vocal champions of the cau.se 
[Hardiman 198.5:214] The anti-liquor 
agitations continuedtooccur in the following 
years hut sporadically and without any lasting 
effect. 

Under the Montagu-Chclmsford rclorms 
of 1919, the provincial ahkari came under 
an elected minister In Bombay the first 
elected minister was SirChunilal Mehta He 
was committed to the cau.se ol temperance. 
In I922heiniroduccdthcsystemof rationing 
of .supplies to liquor shop, initially reduced 
by 5 per cent in the rural areas, to be further 
cut year after year. A committee was 
appointed in 1922 to linik into the operation 
of liquor laws in the presidency with a view 
to report on whether complete prohibition 
could be implemented. The committee 
submitted Its report in 192.'^ Opinion.s were 
divided between the government officials 
and liquor contractors, on the one hand, who 
favoured the existing policy, and the non- 
olficials, on the other, who lavoured either 
greater resinctionor in many ca.scs, complete 
prohibition. The masses, whose intercsi was 
claimed to be represented by the British 
officials were not however a party to the 
debate (Hardiman 1985:217] 

Ncverthcle.ss, the committee came to the 
conclusion that the Indian people wanted 
prohibition. It therefore recommended the 
implementation of a policy of prohibiiion 
in Bombay presidency The government 
responded by voicing its concern for the loss 
of excise revenue which lormcd nearly onc- 
third ol the total icvenue ol the presidency. 
It would be impossible lor them to pursue 
the policy ot prohibition unless the loss ol 
revenue arising out ol it was "ctimplctely 
made giHid from other sources" (Report I 
1924:57.911 In 1928. because Indian 
mini.stcrs controlled only certain departments 
not the Bombay goveinmeni as a whole, 
they could not, therelore. prevent the 
government from declaring that it did not 
intend to change the existing .ibkaii policy 
The rationing policy was subsequently 
relaxed (Hardiman 1985.221)) 

Despite the tluciualions in consumption 
resulting trom the anti-liquor agitations, 
by and large, the peasants and the .idivasis 
in Thana district continued to ilrink Much 
ol the liquor consumed was illicit The 
duly on still head as well as the tree tax 
had been raised steadily over the years 
(RAED I918:.1. RAED '9I9..5] making it 


difficult for the poor peasant!! to purchase 
licit liquor. In 1922-23 the W C Shepherd, 
then commissioner of excise, admitted that 
excise crime was everywhere on the increase. 
Illicit trade in liquor not only seriously 
affected the revenue, but nullified govern¬ 
ment's effort at promoting temperance. The 
only remedy, in nis view, was to "reduce 
the cost and raise the strength ol licit liquor" 
(Reportl:l55,124]. Not only did liquor cost 
more, its quality too, people complained, 
had deteriorated. Often liquor ol the highest 
strength was watered down with impure 
water, making it unfit forcon.sumption. The 
customers were olten cheated on the short 
measure 

The figures on con.sumption of liquor 
showed a drop to 7 drams by 1928-29 and 
further to } 8 drams in 19.i0-31. partially as 
a result ol anti-drink activity, especially the 
campaign launched by the Congress in 
19.30-11 (RAED 1910-20; RAED 19.12 21] 
That these figures did not represent the real 
situation is suggested by the l.ict that the 
excise ollicials continued to report on the 
cxi.stcncc of largc-sc.ile illicit distillation It 
was generally agieed by them that the high 
price of liquor was driving the people to 
illicit liquor which was more potent and cost 
practically nothing, .ind that illicit distillation 
could not be suppressed unless the price was 
brought under control (RAED 19.10: 18-20. 
RAED 19.12:18]. 

The revenue from country spirit rose Iti 
Rs 17..17.127 in 191.1-14.from Rs 1.1.92.445. 
the average of previous five years (RAED 
1914-40-411. The offences related to liquor 
forthe years 1928-29 and 19.10-11 werc7l1 
and 669. respectively. That the poor were 
subjected to harassment was admitted by 
J P Brander. the commissioner ol excise 
during 1930-31, who considered it the 
unlorttinatc duty ot the cxci.se olficers to 
"huntdowntheillicitdistillers” Hcobserved, 
“The results .ire prosecutions, lines and 
imprisonment ot poor villagers and members 
of abtiriginal tribe, and often serious affrays 
bet w een them and the cxci.se staff, .sometimes 
wiih tatal results But these people will have 
liquor, and if thev do not get facilities lor 
obtaining licit liquor not too dear they will 
go in lor illicit liquor, the lacilitics for making 
or importing which are in most districts 
plentiful” (RAED 1912 18] 

Although .liter 19.17. when the Congress 
ministry came to power, some attempts were 
made ai prohibition, it was only alter 1946 
that the Congress government launched and 
(Hirsued a progr.immc tor total prohibition 
over a period ol lour years, commencing 
from April 1.1947. The plan was to enforce 
a 25 per cent progressive cut in the supplies 
ot country liquor and in the number of toddy 
trees licensed to be cut. a reduction in the 
number ol shops, an increase in the rate ol 
excise duly on liquors and enhancement ot 


.puni^ment for excise cifTences. ‘WiiS 
programme was duly carried out from April 
1950. complete prohibition wa.s launched in 
the whole of the then Bombay state. When 
the Bombay Prohibition Scheme completed 
one year 1947-48, its working showed, on 
the one hand, a decline in the consumption 
of liquor to 2.9 drams per head, and on the 
other, an increase in the offences relating to 
liquor to 2,177. A greater effort in dealing 
with the increase in illicit distillation was 
called lor. A total number of 242 persons 
were recorded to have been convicted for 
•drunkcnne.ss’ (AARED 1950:22,38-39]. In 
the year 1949-50. the total number of offqnces 
recorded were 4,564 which increased to 
11.948 in 1953-54. In 1949-50, 1.579 cases 
convicted for 'drunkenness' were recorded, 
which increased to 4,678 in 1953-54 
(ARAPED 1951:45. 1955:45], 

The results ol a study conducted in 1950 
to record the effects of prohibition in three 
districts, which included Thana, noted that 
large-scale smuggling of liquor from the 
contiguous Portuguese territories as well as 
the Indian slates wa.s carried on in spile of 
the police vigilance. Further, since illicit 
toddy could be obtained in litniied quantities, 
the practice by the sellers was to adulterate 
It wiihamixitireof water, hall-ground cereal, 
opium, spice, gur (jaggery) and aritha (a nut 
used as soap) loam. This mixture looked like 
highly fermented toddy (Report 1951:29]. 
The process of distillation of liquor from 
molasses, mahua flowers, halt-ground 
cereals, wheat stalks, etc, was found to be 
more widcsprc.id. The distillation, it was 
observed, was very crudely done and under 
insanitary conditions and was, therefore, 
‘doubly harmful to health' It concluded, 
"we came across a few cases of wretched 
health as a result ol regular consumption of 
such manufactured liquor, il allowed to go 
unchecked illicit distillation may undo the 
benefits ol prohibition" (University ot 
Bombay 1951.10]. 

Drinking in Auivasi CuL-n'Rt 

Except for some brief periods of abstention 
from liquor, as we have seen, the lower 
classes continued to drink in defiance of the 
colonial regulations. Although the British 
administrators' accounts appear exaggerated 
and derogatory it is beyond doubt that the 
poor, especially the adivasis dr.-ink a fair 
amount and enjoyed it. Liquor was an 
essential part of their collective existence, 
both material and symbolic. It is probably 
for this rea.son that they could not and cannot 
be forced to give up liquor. 

Toddy served as a supplemcnl to ftxKi. and 
in years of scarcity, a substitute for lood 
(RD 6A 1881.1-4]. The adivasis believed 
that the spirits had a medicinal influence in 
counteracting the effects of cold and damp 
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be paiticulariy effective against malaria and 
high fever. OfYidais often admitted thatliquor 
acted as a stimulant as well as a relaxant. 
Given the strenuous nature of agricultural 
work and the wet and damp climate of the 
region, liquor was found to be a necessity. 
It provided relief after the day's hard labour. 

Liquor also served to strengthen 
community ties. No important event, 
marriage, death, birth. di vorce. an agreement 
for a contract, could be solemnised without 
liquor being scifved to those participating in 
the event. Among one of the adi vasi groups, 
the engagement of the young boy and girl 
was rinali.sed by the former's father dropping 
a little toddy into the cup of the girl's father 
and vice versa and both drinking together. 
Liquor formed part of the dej' or the bride 
price which consisted ol grains, clothes, 
beans, etc. paid by the bridegroom's side to 
the bride's father (Save 1945:83-851. 
Drinking and merry-making was a 
characteristic fcaturcot a wcddinglCotcHeer 
Thana, 182. 162). In fact, the very .last 
ceremony aftera wedding was overcon.sislcd 
of the bride and the groom being served 
loddy from a small hole made in an 
earthenware pot. By 1945. given the high 
price of liquor which most adivasis could 
not afford, it was reported that methylated 
spirit mixed with water and sugar was used 
as a substitute for toddy on occasions when - 
large quantities of liquor were required 
ISavc 1945:231). 

Toddy was also an important part of the 
rituals connected wnh death. Among .some 
adivasis it was customary to serve toddy to 
the mourners when they returned from the 
cremation ground On the fourth day. the 
mourners would collect the ashes and sprinkle 
loddy over them fEnlhovcn 1922:452). It 
was also ensured that toddy was made 
available to the spirit of the dead. The chief 
mourner would make a cup nut of rice flour 
and nil it with toddy. The cup was placed 
inside the house with the belief that if at all 
the spirit returned to the hou.se at night, it 
could eat the flour and drink the toddy 
Liquor would also be served along with 
food to the group which collected on the 
occasion of death anniversary. The singers 
who sang death songs throughout the night 
would be served with toddy at intervals 
ISave 1945:1.30). Similarly, toddy would be 
served to those who assembled to celebrate 
the birth of a child. A few drops of it would 
be put in the child's mouth fur luck. On the 
occasion of a divorce, the assembly of 
influential eiders who generally granted the 
dtvoqce would be offered toddy, bought out 
of the money given by the woman's lover 
to her husband. Such practices can be found 
among adivast groups in other parts of the 
country loo (Fuchs 1960:73-74, 262-264); 
Toddy Was and continues to be used as 


itlbrmorfnyttent totte'Ma^u^tlieivi^* 
cum-mcdicine man, for his services. 
Students training to become bhagats paid 
the fees of a chicken and toddy to their 
teacher. Unlike the brahmins and the other 
castes, the adivasis celebrate their religious 
festivals with collective drinking and 
dancing. Observations from the field reveal 
that on important religious festivals, the 
adivasis make a symbolic offering of liquor 
to the gods by sprinkling it on the ground 
for they believe that the family gods 'must 
have It'. The argument being that "people 
like liquor and the happiness of the gods 
depends on the happine.ss of the people" 
(Dalmia 1988:60). An important feature of 
the celebration ot festivals like Diwali, Holi 
and others for the adivasis is drinking and 
dancing for several days and nights. 

The significance of drinking among the 
indigenous communities although not 
adequately explored has been a field of study 
of anthropologists.^ The symbolic 
.significance ol eating and drinking has been 
well e.st.iblished [Ixvi Strauss 1978). Ivan 
Karp I l‘)i<7:86). speaking of a community 
living across the Kenya-Uganda border, 
suggests "for the Heso. no matter what area 
of their litc is being examined - economic, 
ritual or kinship-beer drinking will be 
found to be a part of it". What Karp says 
for the Heso may be said of the adivasis of 
Thana Beer drinking, he observes, is “the 
appropriate vehicle for expressing the 
customary sentiments", it is a symbolic 
form "through which the living and the 
dc.ad communicate and co-operate", it is 
"a symbol of riloal". it is associated with 
‘hospitality', it is the "basis of sociability 
and reciprocity", it is related to both 
"production and economic exchanges" and 
over all. it is "a symbol ol diffuse solidarity 
and unencumbered sociability which 
expresses the ideal form ol relations among 
men that Heso would like to achieve" 
(Karp 1987.84). In this study ol the 
Cambas ol eastern Bolivia. Heath (1962) 
points out that drinking lakes place only 
within a social context, solitary dnnking 
being inconceivable to iheCamba. and there 
being no guilt associated with drinking, 
drunkenness or drunken behaviour. 

Verner Elwin. writing about the Baigas 
of ccntial India, observes the social-ritual 
significance of drinking among them. It is 
bcMevcd that god himself sent a great giant 
to find mahua liquor before the creation of 
Ihc world, thus making it a necessary 
ingredient in all Baiga worship." Mahua 
liquor is drunk to drive away dittcase from 
the village and at the sacrifices which protects 
the ‘bewar'(shifiing) cultivation. Mourners 
lake It at a funeral and revellers at a wedding. 

It is an essential item at an engagement, it 
is levied as a pan of the fine to be paid as 
penally alter excommunication. It is drunk 


for pleasure; nbul^ to tfie eafth 


mother. Typically before drinking, each 
person pours a few drop.s on the ground, 
chant mantra and salqtcsthc others, and then 
swallow the liquor in one gulp (Elwin 
1939:44-45). 


Concluding Remarks 


A large amount of illicit liquor continues 
to be manutactured and consumed in the 
district at present. In recent years, black 
jaggery is used as a base for production of 
alcohol. A large number of shops openly sell 
black jaggery, ostensibly for cattle Iced, 
although It is well known that it is used for 
illicit distillation. In some shops, a harmful 
chemical, ammonia chloride is given free 
along with the jaggery in order to aid 
fermentation. A number of adivasis arc 
engaged in illicit distillation of liquor. In 
fact, a large number of women, generally 
destitute women without a regular source of 
income, sporadically manufacture and sell 
liquor to earn a little extra money. A few 
of the adivasi households who have date 
palms on theirown lands do a little business 
by .sellingd'crmcnicd toddy to the villagers. 
.Some take toddy trees on lease from other 
adi v.isis or the landlords at the rate of Rs 20 
or Rs 30 for an ordinary tree. 

A number of non-party political 
organisations working in the region recognise 
that the adivasi propensity to drink was and 
continues to be used as a tool lor their 
exploitation, resulting in the alienation of 
their lands us well as bondage. Liquor is one 
of Ihc causes of indebtedness of Ihc adivasis 
to the landlord Petty lower level government 
officials often demand liquor and chicken 
Irom the poor in return for small favours. 
Money borrowed for Itiod and liquor to be 
served at weddings often results in the 
bondage of the newly wedded. One estimate 
suggests that about 1/5 to 2/5 of their 
weekly expenditure is spent on drinks 
fSaldanha 1984.5801. Apart from being a 
dram on the meagre earnings, drinking is 
reported lo give rise loquarrcis and souring 
ol relations among the villagers. Women 
have not only lo make do with reduced 
family income but also to bear the brunt 
of the men's aggression and violence 
resulting from drinking. 

1 1 IS for these reasons. rather than to i mposc 
a superior morality, that the organisations 
have encouraged the adivasis to adopt 
‘voluntary prohibition'. In 1975 one of Ihc 
organisations. Bhoomi Sena, started a 
campaign among the adivasis for a reduction 
of expenditure on liquor, food, etc, on 
weddings to avoid the incurring ot debt 
(which results in bondage) from the landlord. 
Although not entirely successful. It certainly 
had some impact (Munshi Saldanha 
1983:202). Recently another organisation. 
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Kashtakari Sanghatna, launched a struggle 
demanding a ban on (he sale of black jaggery. 
Women are reported to have supported the 
movement. Tlte ban. however, iasted for a 
short lime because a large number of 
interests involved, shopkeepers, traders, 
men and women who make illicit liquor, 
opposed the ban. The activists often find 
it an extremely difficult issue to deal with, 
not only because nl the big interests involved, 
but because of the dependence of (head! vasis, 
especially men. on the injurious brew The 
anti-liquor movement, largely led by women, 
which IS growing in several slates of the 
country, clearly brings out the fact that the 
women have to struggle at various levels; 
(he liquor contractors who arc directly 
involved, the bureaucrats and the politicians 
who protect (hem, and their own men who 
arc addicted to liquor (Reddy and Painnik 
1993:IO59-l0ft6J. 

In Thana, the adivasis themselves observe 
that. .Long ago people used to drink, but 
there was a proper way in which people 
drank. People drank less. Children did not 
drink at all. They did not know what toddy 
or liquor was They would be given bread 
to cat. It was a very difficult life (hen. Even 
when a boy was of a mamagcablc age he 
did not drink. Children never dr.ink. Now 
women also get drunk like men. Children 
are gi ven dri nk and (hey become habii uai cd 
to it. This seems to be on the increase. In 
our time there were a lot of mahua trees 
on our lands. People used to make liquor 
from mahua. But now mnhua trees have 
been cut That is why people make liquor 
out of black jaggery... People buy liquor 
in the vil lage and make liquor out of jaggery. 
People dnnk liquor like water. Earlier we 
drank on the quiet. It a drunkard was 
found, he was arrested. Now drunkenness 
seems to be increasing. Drinking will not 
stop unless government stops the sale of 
black jaggery." 

Whether drinking has in fact increased 
in the last decades is difficult to tell. What 
IS. however, clear is (hat there has been 
somechange in the typeof liquor consumed 
by the people, from fermented and distilled 
toddy and mahua liquor to liquor made 
from black jaggery, marked by a significant 
deterioration in (he quality of liquor. There 
is a growing awareness among the people, 
aided very much by the political actfvists. 
that liquor is a drain on their meagre 
resources, an obstacle to united struggle 
for ihcir rights, cause of domestic quarrels, 
and an instrument of oppression and 
exploitation by the landlord, the 
shopkeeper, and the oflicial. That the 
outsiders have always exploited (heir 
weakness lor liquor, turning it lo an 
advantage lot themselves while c.iusing 
rum In ihe adivusis. is deeply embedded 
in ihcir cn'ioiiive consciousness. The 


following stoiy narritciil by aft oiM Wbrnmii 
illustrates this cogently.* 

"A brahmin had a daughter and he wanted 
to bnng home a son-in-law. Anadivasi was 
asked. The adtvasi agreed, but he sal at 
home and did not work. His wife asked him 
why he did not work. He said he wanted 
implements to work in the forest. He was 
gi ven the implements. He cut a sanrlal wood 
tree and made a cupboard out of it. In the 
meanwhile the god of death-‘Jum‘- 
wanted to lake away the brahmin. 'Kaf 
and ‘Vef - Time - were sent to meet the 
messengers and asked them to go to the 
forest because (he brahmin was there. He 
(hen pushed them inside (he cupboard and 
l(K-kcd them in Jum came in search of his 
messengers in Ihe form of a Parsi. He 
staited a liquor shop and began to offer a 
little liquor to the people The adivasi look 
his tather-in-law to the Parsi's shop. They 
began to quarrel The adivasi blurted out 
of the fact about Kal and Vel. The Parsi 
gave them more and more liquor. He 
challenged the adivasi about the truth of 
having locked up Kal and Vel. The adivasi 
took (hem to the forest and opened the 
cupNiard The adivasi was pushed into the 
cupboard and locked in. This is how death 
came to (he adivasis" 


t)i» »Uv»i tfttfude 40' liqobr, iir 
changed circumstances, appe^ to be an 
ambivalent one. It Is perceived, at the same 
time, as a source of enjoyment, a form of 
escape from the otherwise dreary existence, 
an inextricable part of the social and 
religious existence of the community and 
also as a weakness, a cause of pauperisation, 
quarrels, disunity and humiliation. The 
dominant brahminical values articulated 
by the landlords, the government officials 
and the social welfare organisations 
further reinforce the feeling of guilt and 
humiliation by attributing the poverty and 
‘backwardness’ of the adiva.sis to such 
vices* as drinking. The state (colonial and 
post-colonial), loo, shows a certain 
ambivalence towards the ‘drink problem’. 
On the one hand, state policy reflects a 
higher class/caste morality which often 
treats the lower class culture with superior 
disdain, and seeks to establish a hegemony 
of its own morality. On the other hand, the 
fact (hat liquor constitutes a major source 
of revenue remains an important 
consideration in shaping Ihe state policy. 
In recent years, however, it is becoming 
increasingly clear that many interests are 
linked - from the shopkeeper, the 
contractor, (he bureaucrats up to (he 


r 


OUTSTANDING BOOKS 


INDIAN SOCIETY : Signs of Disorder 

Edited by : Indrani Mukherjee 

Focusses on a wide range of topics, i.e. from caste system to 
crimes against childrens, economic and political criminalisation, 
the gathering storm of AIDS and the return of the plague the rot in 
the educational system that permit Capitation fees etc. 

1995 ISBN 81-7169-360-1 Rs 525. 

DISPLACED POPULATIONS & SOCIO-CULTURAL 
CHANGE 

P.Sudhakara Reddy 

This comprehensive study discusses the processes and prob¬ 
lems of displacement, rehabilitation and socio-cultural change 
occured among the displaced yanadis (Scheduled Tribe) of Srihari 
Kota Island in Andhra Pradesh, Where the Rocket launching 
Station was established by Indian space Research Organisation. 
1995 ISBN 81-7169-338-5 Rs 350. 


Sove Indian Publishing—Buy Indian Books 


COMMONWEALTH PUBLISHERS 
4378/48, Ansori Road. Murorl Lai Street. 
New Delhi-110002 Phone ; 3272541 



J 


2.110 


Ewmomic and Political W^iy 




_ 

wiultive poUticif (ihms. It is. howe^, 
encouraging that the movement for 
restriction, even a ban. on the consumption 
of liquw is growing from within [Narasimha 
and Patnaik 1993:1039-1066]. But the 
struggle, precisely because of its multi¬ 
dimensional character, will be a difricult 
one. 


Notes 

IThc study has benefited greatly from the 
methodological approach and analytical 
framework adopted in David Hardiman's 
‘From Custom to Crime. The Politics of 
Dnnking in Coloniol Gujarat' in Ranajit Guha 
(ed), SttboUtni Studies IV. Oxford University 
Press, Delhi. I98S.] 

1 Mahua is a common name for Batsia LtUifolia, 
a large deciduous tree It flowen during 
February and April when the tree is nearly 
leafless. The fruit ripens in June or July. 
The tree is valued for its flowers and fruits. 
Flowers are eaten cither raw or cooked In 
order to collect the flowers the ground 
beneath the tree is cleared of grass and 
leaves so that the fallen corollas may be 
swept up each morning. A single tree is said 
to give two to four or even eight mounds 
of flowers. Flowers are sometimes fermented 
and distilled for spirit, and seeds crushed 
for oil. The cakes remaining from oil presses 
are used as manure (Parker 1940:29]. In the 
text Mhowra, mohwa refer to mahua. 

2 Prior to British rule. Peshwas raised revenue 
by imposing direct taxes. Shops were 
permitted in the coastal districts where owing 
to the dampness of the climate during the 
rainy season, spirrts were considered 
necessary to the life of the cultivator. Though 
the revenue derived from spirits was never 
large, yet it showed an increase in the 18lh 
century (Bell 1869:3]. 

3 In south Gujarat loo, the British had been 
trying to discounige toddy drinking since 
I860 and as it was believed that excessive 
consumption was detrimental to the 
development of the disinci, a large number 
of trees on government land were cut down 
in 1885-86 [Hardimon 1985:193]. 

4 Thenutritionalandmedicinalvalueofioddy 
has been pointed out by a team of experts. 
It it said to be a very wholesome and popular 
beverage with high nutritional value. It 
contains all the constituents which are good 
and improve digestion. It can be consumed 
in reasonable amounts without any harm to 
the system if manufactured under controlled 
and hygienic conditions. It ia a good tonic 
and hat a laxative effect. It it found to 
contain vitamins and protein, to improve the 
quality of blood, and to be eipeciatly 
effective in cases of Uthatit (Tck Chand 
1965:182-183]. 

5 Large quantities of inohua flowers were 
exported to Prance (QJPSS 14,4. April 
1892:26-27). In I9I.3-I4 total expon valued 
of mahue seeds was valued at 3,64,000 
(Troup I9I7;.30]. 


.. 

-Salt Opium imi AU^Int^iNlnl 
a ccittlt of the experiment introdu^ ia 
1888 and continued in 1889, illicit 
distillation became rampant, the number of 
coses of illicit distillation detected during 
the season rose to 606, at against 373 in 
1887-88 and 234 in 1886-87. Thirty-four 
shops hod also to be closed during the year 
for want of custom owing to the 
enhancement in the retail prices. In short 
not only did the new system fail in its object 
of restricting consumption, but it also 
resulted in demoralisation arising fromillicit 
practices and in very serious loss of 
legitimate government revenue. 

7 For an interesting discussion see David 
Mandelbawn. 'Alcohol and Culture'. 
Current Anthropology. Vol 6. No 3, June 
1965. 


8 The Warlis of Thano. too, believe that toddy 
IS god's gift to mankind, although not 
without a cost A legend collected recently 
from the region has it that god Mahodev, 
and his consort, Gauri, went around on the 
earth, sowing seeds. On the way Gauri was 
thirsty so god plonled a toddy tree and dug 
a small well at its foot. He fetched some 
water out of it and gave it to her to drink. 
By this time, he was thirsty too, so Gauri 
planted a date tree and dug a small well at 
its fool She took some water from the well 
and gave it to him to drink. Their thirst was 
quenched but both became intoxicated and 
began to behave in a crazy manner. When 

. they came to their senses they realised that 
because of the juice from the trees even the 
gods could lose their minds. They then 
decided that from then on, no one could take 
water from the foot of these trees, but if 
someone needed it badly, he would have In 
climb up and extract it out of the tree. His 
thirst would be quenched but he would lose 
his senses. She also decided that the date she 
had planted would give water only for 15 days 
of a month [Dolmia 1988:25], 

9 We are grateful to Shiraz Balsara, a 
Kashtakari Sanghatna activist, forgiving us 
the story. 

10 In their history of liquor licensing in Britain 
during 1700-1830, Sidney and Beatrice 
Webb pointed out that from the first, the 
legislators dealt with liquor traffle as on 
enemy of social peace, but the efforts to 
regulate the tnffle were constantly thwarted 
by its value u a source of revenue and the 
governmental policy of encouraging the 
brewing and distilling industries [Webb and 
Webb 1963], 
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Education and 

School as Agent of Evangelisation 


Rudolf C Heredia 


This essay treats not only o) Christian ediuation within the misstonar) enterprise, hut extends to the .socio-pofltical 
impact hewndas well. The first is discussed within the ecclesiastical context of conversion and evangelisation and is crucial 
to the understanding of the inspiration and gradual evolution of missionary institutions. The second is framed by a more 
secular discussion and is important because of the pioneering role the missions had in bringing western education to India 
and the effect this bad on Indian.society The author concludes by arguing for a socio-poUtical analysis of and acontextualised 
theology of secular action jor Christian education if the liberating potential of its ideals and purposes is to be realised. 


THE close a.<sociation belwecn religion and 
education has been a common phenomenon 
in all socieiies. until the predominance ot 
secularisation in modern ones Indeed, as 
long as the religious world-view dominated 
the ‘I'lduciary system', to u.sc a Parsonian 
calcgwy,' education had to be a .subordinate 
agencj? of socialisation undei Ihc umbrella 
of the religious one The coricsponding 
affinity between these two sub-systems ol 
society, and even the dependence of the 
educational one on the religious is not 
surprising. The earliest leacheis in society 
were first the medicine-nien. shamans and 
bhagats, laterthesebecome more formalised 
with brahmins and bhikkus. monks and 
maulvis; and cveniually they arc 
mstitutinnali.scd in ashrams and monasieries. 

It is only later, as learning becomes more 
.secular that education can break out from 
under the religious umbrella Today even 
religiously affiliated educational msiitutions 
arc more concerned with the secularihan the 
sacred, and serve comniunitaiian objectives 
rather than theological purposes But this is 
a comparatively receiii phenomenon. Little 
wonder then, that "the school has been the 
principal agent ol evangelism in the modern 
missionary movement"-’ that began with the 
colonial expansion ol the west, and ended 
with Its decline 

The penetration was gradual and drawn 
over lour ccntuiies, hut Asia was better able 
than Alrica or Latin America to absorb its 
impact without surrendering as completely 
The .scale ol these soi iciies. the complexity 
of their civilis.itions the rigidity ol iheii 
hierarchy rendered them lar more resilient, 
but not quite unallected either.' 

This essay deals not only with Christian 
education within the missionary entcrpiise. 
but extends iiselftothe socio-political impact 
beyond as well The lust is discussed within 
the ecclcsial context of conversion and 
evangelisation, and it is crucial in order to 
understand the inspiration and gradual 
evolution of missionary institutions The 
second is framed by a more secular 
discussion, and is important because ot the 
pioneering role the missions had in bringing 
western education to India and the conseqiicni 


effect this had on Indian society. It 
concludes to the need lor a .socio-political 
analysis ol and a contextualised theology 
ot secular action lor Christian cducatmn. 
it the liberating potential ol its ideals and 
purposes IS to be realised. The continuing 
commitment ot the church’s resources to 
education is today tar less than it once was. 
in proportion to the overall outlay by Ihc 
government now' though once. Christian 
eclucation was almost a \ lable competitor to 
It. Certainly the influence of Christian 
Institutions IS no longer the dominant one 
in education any more, hut neither is it 
insignificant 

As can be expected, the religious concerns 
ol the missionaries were first articulated 
within a theological discourse But education 
must also be understood within a more secular 
one The dominance of the first has t<Ki 
easily led to a neglect ol Ihc .second, because 
traditional theological issues arc loo often 
insensitive or impertinent to the .socio¬ 
political concerns of our changing limes 
And even as old controversies arc laid to rest 
by an ongoing working consensus, new ones 
arise, and Ihc discourse in which they are 
located already delimits the kinds ol 
conclusions that can be reached 

Now It was at the religious level that the 
issues were debated at first and this continued 
1(1 be the dominant discourse up until the 
decline ol the west’s missionary venture at 
the end of the colonial [x.‘riod, when changing 
socio-political conditions precipitate a 
dtllerent set ol concerns and a 
correspondingly dillcrent theology. 'I'he 
debate among the missionaries, is well 
lecorded. specially among the Protestants, 
and equally well articulated too But a.s we 
shall sec It does not provide an adequate 
understanding of the decisions and events 
over ti me, and certainly not a comprehensi ve 
one .Socio-economic exigencies, even 
though often not explicitly articulated in Ihc 
debate, do gel expressed in political decisions 
which may well be only tangentially 
connected with religious or theological 
issues 

It IS our contention here that the neglect 
ol the socio-|Hilitical context of Christian 


education has nut helped us to understand 
or orient it to some of the most relevant and 
noble objectives the church has opted for. 
But before we can address ourselves to this 
issue, we will first make a brief historical 
sketch ol mission education in India, in the 
context of the wider educational system that 
emerged over this period, to .serve as the 
backdrop lor the di.scussion ot the issues to 
follow 

His'iorical Sicirriii 

The history of the Christian mission in the 
cast since Ihc 16lh century is intimately 
bound up with the colonial expansion ol the 
west The gospel came in the ships of the 
conquistadors whose puriio.sc was to conquer 
and convert Inevitably this fusion of the 
s.icrcd and the secular led to a contusion of 
the religious and the political, the 
entanglement of the ecclcsial and the 
economic. Until the very end of the colonial 
period, Christian education was very much 
part of the missionary enterprise and could 
not but be involved in the same controversy 
and eonlusion The tendency was toconfound 
the two distinct discourses and co-opt the 
.secular one into the religious. 

There have been three main agencies for 
the spread ol western education in India; Ihc 
Christian missions, the governincnial, and 
private Indian ones. Obviously different 
agencies would have differing goals for their 
educational involvement. The usual way of 
conceptualising these has been to polarise 
them within a dualisiic framework; 
"Government versus private, indigenous 
versus Western and imperialist versus 
nationalist’’, etc.' But our concern here is 
more limited It is mainly with the Christian 
educational agencies, in the context of the 
others in order to situate historically the 
issues to be discussed later. 

The Portuguese were th<;,first to bnng 
western education to India establishing 
.schools in their settlements at Goa. Dai'Mn. 
Diu. Cochin and on the Houghly.' AIrc.idy 
in LS43. on January 25, the feast of the 
conversion ol St 1‘auL the Jesuits opeu-d a 
college named alter Ihc saint in Cioj It was 
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prie^,’*’ b«t its 'scope very su 0 tk 
extended as in most Jesuit institutions of 
the time, to other students as well. The 
French too had begun elementary schools 
at Pondicherry, Mahe, Chandemagore. and 
Yaraan.' 

There schools were generally in the 
vernacular, at least at the elementary level, 
and for religious instruction.*' However, in 
1684, in order to strengthen Portugal's hold 
on Goa. Konkani was banned by viceregal 
decree on June 27, and parish priests and 
school masters were instructed to teach only 
in the colonial language, so "that in time it 
may become the common language for all. 
making thereafter no use of the mother- 
tongue”."’ 

Gradually the local ‘path-shales' were 
replaced by parish schools throughout the 
colonial lemtories and “churches replaced 
temples as centres of learning in the wake 
of conversion toChristianity. Church schrwls 
were maintained at the cost of the village 
communities which paid the school ma.stcr 
for teaching the .sons of the gaunkars”." 

Further north, “the early history of 
education in Bombay is chietly a record of 
Christian Missionary enterprise”.'- The 
Portuguc.se “Franciscans were not only ihe 
first missionaries, hut also the first school 
masters”." In fact, a month after taking over. 
Bombay island from the Portuguese, 
Humphrey Cooke wrote to London on 
March 3 1665; "The general language is 
Portuguesc.so that it will be necessary the 
statutes and laws be translated into that 
language.”''*The British eventually changed 
this. Fearful of the influence of the Potiugucse 
friars, they expelled the Franciscans on 
May 13.1720. They were then replaced by 
Italian Carmelites. 

This began the gradual decline of Catholic 
education in Bombay. By 


. 'libhieMlptibTc. diat I fdl^«ltiimt tUMM^ to 
profess my religion: compared with 
Protcsiam institutions, ours were the merest 
comer-.schiHils. or rather, there weic no 
institutions worthy of the name school.'* 

It was only in IK6‘>. that the founding of 
St Xavier's College by the Jesuits marked 
“the emergence of the Catholic community 
from obscurity into the public eye"." 

Beyond Portuguese territory as well, it 
was the “Roman Catholic missionaries who 
t(K>k the lead in establishing elementary and 
.secondary schixils in Madras and Bengal.”"' 
However, “Catholic Mis.sions did not do 
effective work during the period from 1720 
to 1850.”''' The suppression of the .Society 
of Jesus in the Portuguese colonies about 
this time and later in the Roman Church as 
well in 1773, certainly had a disastrous effect 
on the missions the world over, and in India 
quite delinilcly. 

However, with the restoration of the 
Society in 1814, and the mturn of the Jesuits 
to India a revival inCalholic education began, 
especially with regard to higher education.^’ 
Some of the colleges that marked this turning 
point in Catholic education in the I9lh 
century were; St Jo.scph's College, founded 
at Nagapatnam in 1844 and moved to 
Tiruchirapalli in 1882. St Xavier’s College, 
Calcutta, 1862, St Xavicr'sCollcgc, Bombay, 

1869. St AloysiusCollcge. Mangalore, 1880, 
St Joseph's College, Darjeeling, 1888.-' In 
the post-independence period Catholic 
colleges have rapidly increased from .30 in 
1944 to 38 in 1948 and to 76 in 1967.-’-’ 
Yet there still remains the urgent 

need to do something about the poor level 
of higher education among the Christian 
community. For a community that has 
practically the highest level of literacy in 
Ihe country, the percentage of University 
educated Christians is disproportionately 
low ■' 


1770 the former parish schools were no 
longer functioning, illiteracy, which had 
practically vanished, now reared its head 
again.. from 1770 to I8S0, not a single 
Carmelite school was started in Bombay.'* 

In 1850 a Protestant account in a local 
publication described “the Bombay 
Baptists” thus: 

With two or three exception, the respectable 
portion of the European community and of 
this creed appear to be ashamed of it and 
do not even acknowledge it. Bombay 
Miscfllanv of Wexiern India, cited by 
E R Hull.0»f»6irv4fi.T.rirmf//.rron'(2vols) 
Vol I. pp 140-41. 

This opinion is collaborated from within by 
a certain Doctor Dallas speaking in St 
Xavier’s College hall in 1876: 

When I arrived in Bombay in the early 
nflies, I found the condition of the Catholics 
especially os regoids education someserabie, 
•nd their, social position so low and 


Today Catholic education is so much 
sought alter that m w 

there is always ihe temptation to forget one's 
rixits - c g. Christian institutions which 
began as orphanages, today appear as high 
class boarding scbools, so restrictive in 
admissions that there is no place tor the poor 
in the inn.-' 

The accusation of elitism, academic or 
otherwise, may be .somewhat of an unfair 
over-generalisation. But the widespread 
perception of these institutions having an 
"almost exclusive concern with the social 
elite and the intellectual clite.”^is not entirely 
without a basis. 

Already from its beginnings in India four 
kinds of institutions can be distingui.shcd 
in Catholic education:*' (1) elementary 
grammar schools attached to churches and 
mission stations, t2) orphanages and other 
like in.stitutions. tor Indian children in 
which besides elementary instructions. 




was' 


prfivided.(3lscminaries»idreltgkiushouses. 
for ihcological instrucHon and training 
candidates ftir priesthood, (4) Jesuit, and 
later other colleges for Jiighcr studies. 

Basically it ts still these lour kinds of 
insiiiutions which account for the largest 
part of formal Catholic education, and the 
typology does help us to derive some 
provisional but pertinent conclusions. The 
brief historical outline above was meant to 
be selectively iilu.strdtive of this. 

Firstly, the Catholic school was not at the 
cutting edge of direct evangelisation but 
rather followed in its wake. It was not so 
much an instrument of missionary expansion 
as an agency of community consolidation. 
It was used not so much to preach to and 
baptise the unconverted, as to instruct and 
educate the converted. 

Secondly, following on this, the medium 
of instruction at the beginning was in the 
vernacular, specially for religious and 
primary education of the neophytes, though 
the institutional model used for this was 
western. It was later that the language of the 
coloniser was imposed, more for political. 
than pedagogic reasons, in competition then 
with the western model and the coloniser's 
dominant language, the indigenous education 
system collapsed and local languages 
languished. 

'Thirdly, post-school education was firstly 
a concern for providing an adequate clergy, 
but it did not stop there. However, it hardly 
reached beyond the upper castes and classes 
of Catholics, and non-Catholics. Hence we 
find that while literacy levels are 
comparatively high among Catholics and 
school education quite widespread, college 
and university qualifications arc 
proportionately lower than for other equally 
literate communities. 


, pRo-resTANT Churches 

Among Ihe Protestants, “the first 
missionaries to start regular schools in India 
for general education were the Dunes working 
in the Madras Prc.sidency”.’’ In 1706 
Ziegenbaig and Plutschou arrived in 
Tranquebar and by 1725 there were 17 
schools for 'Heathen and Muhammaden' 
children and four for Christians.” The first 
Protestant English Mission came to Madras 
with the .Society for the Promotion of 
Christian knowMge in 1727 and stared 
.schools in Madras. Tanjorc. Cuddalore, 
Palamcottah and Trichinopoly. The Baptists 
came to Bengal in 1793, and the London 
Mi.s.sionary Society in 1804: the Church 
Missionary Society and the Wesleyan 
Mission had far-flung settlements at Surat, 
Meerut, Agra. Calcutta and Tranquebar 
already in the I9tb century.-' 

One of the motivations of the Protestant 
missionary was their concern with “the 
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itval of ai^irehcnded (rouhlo owing ro 
the predominance ol Roman Catholics 
among the inhabitants of the places where 
they settled."'" But the mission to the non- 
Christians gamed increasing importance, 
especially with the decline of Portuguese 
and French influence in India. F‘or 
already the tlrsi Danish mission schools 
and very swin ihc famous trio of Carey, 
Marshman and Ward, began to use schools 
as a means of evangelisation, and founded 
a school in I Kl K at Scrampore under Danish 
protection i i the face of opposition Irom 
the East India Company, which was 
apprehensive of the effect of th. < education 
on the people, “lest it make them less 
docile”.” 

The beginnings of the Protestant mission 
to India in the I8ih century were indeed 
small and not effectively supported by the 
East India Company, when not actively 
oppo.scd by it. “It is doubtful whcihcr in 
1800 more than a thousand children were 
being educated in mission schools. 
However, the first half of the IVth century 
saw a rapid expansion of ProicsiJiii 
missionary endeavour in education, 
specially after Macaulay's minute of I H.f.s. 
and when English replaced Persian as die 
official and court language in 18.^7. .iml 
again after the 1844 resolution o* Lord 
Hurdinge prescribed English as a prelerred 
qualification for government service 

The Company Charier of 181 granted 
the missionaries a new’ hut rcsirietcd liberty. 
ihiHigh in ihc one ot I83.F "all rcsirieiions 
were al fast withdrawn".'’ .Some of the 
Company’s servants, like Martin Kieh.ird 
Gubbms of the Bengal Civil .Service would 
even say ihat "the mi.ssionary is the true 
regenerator ol India”.'' 

But aflci Wood’s Despatch ol 18.S4. w hich 
encouraged government withdrawal I'rom 
ediieaiion in favour ot other Indian agencies, 
tmd particul.irly after the miilmy' of 1857 
the second h.ili ol the IVih century saw a 
change of emphasis from expansion lo 
con.solidation and quality m Christian 
educaliun. This was specially alicr ihe 
Education Commission of 1882." Thus 
some of the most prestigious in.siiiuiions 
inhighercduealionaresiill Protestant ones: 
Madras Christian College. I8.V). St John’s. 
Agra. 185(1. St Stephen. Delhi. 1881. as 
also the Chri.siian Medical Colleges al 
Ludhiana, 1844. and al Vellore, 1418. By 
1431. the Lindsay Commission"' found 
ihai Chrisiian insiituiinns had been 
displaced from the premier posilion in 
educjiion m India hy (he expansion of 
governmental and other private resources 
commuted to ii. But 

For the most part ol the 14ih ceniury. they 
uoininaicd ihc Indian cduc.iiional scene, noi 
merely in regard lo ihe magnitude ol then 
cducaiinnat eniertirisc hul also in regard to 
Ihe ideas and values inculcated through 
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The India Act of "1413 wat the first 


trymg to influence the intellectual, rcligioin. 
and political awakenings of the educated 
Indian on the assumption that winning over 
the intelligentsia was the surest method to 
bring about iheeventual conversion of Indio, 
as a whole.” 

Once again the short historical sketch 
outlined here suggc.sts some pertinenf 
though tentative conclu.sions, which are 
nuwicd to carry the di.scussion further. 

Firstly, in crnnpnrison to the Catholics. 
Protestant mission cJus.ition was more 
clearly and decidedly cvaneclical in purpose. 
This is evident by the number of far-ilung 
schools and collcgc in iheir mission territory, 
even wliere there was m> si/.eablc Christian 
comrniniiy to cater to as yet. The first t*) 
urge lilts evimgelic.il purpose lor Christian 
ediic.ition was .Mex.indcr Duff, (IK06- 
IK7b) the founder ot the .Scottish Chuich 
College in Calcutta, who landed in India 
in 1830. Me ihoughl “that he was laying 
a mine V'hich would eventually explode 
and blow Hinduism to pieces.”’* Willi.im 
Millet (18.38-1923) of the Free Church 
Viission Society ot Scotland, refined (his 
somewhat crude approach and changed the 
purpose from direct evangelisation to that 
ol a ”prcpara(io cvangclica”. where 
education would he the Chri.stian leaven 
for Hinduism in order to bring “Chri.st to 
India” 

Secondly, with regard to language the 
closer connection ictween the Protestant 
churches and the Briti.sh government made 
the transition from the vernacular schools, 
ol the early days of the Danish mission, to 
the English medium ones of missionaries, 
like Dull, ijuicker and more decisive. For 
F.nglish was seen not tinly as a positive gain 
lorcmployment opportunities by the Indians, 
but also as a subtle through effective means 
of transmitting gospel and western values 
by the missionaries. 

Thirdly, moreover, with the change of 
emphasis trom quantity and spread, to 
quality and excellence, the allocation of 
resources for higher education and 
prestigious institutions followed quite 
inevitably. And even today many Pro¬ 
testant colleges have still held their ground 
here. 

Resides the missionaries there were 
other agencies that formed the wider 
context of education in the country, 
the beginning of the 19th century the 
government played an increasingly 
important role in education, while in the 
second half of the century other private 
Indian agencies entered into the field. 
Obviously each of these had their own 
interests and goals. Here wc will be more 
concerned with the governmental ones, 
since these impinged more directly and 
critically on the rnksiitonary endeavour. 


Important landmark in the East India 
Company's education policy,”* for u 
included "a clause requiring the annual 
expenditure by the Directors of the East 
India Company of a lakh of rupees on 
education”.*' Earlier the Company had 
refrained from such commitments, but now 
(be earlier ban on private enterprise in 
education in its territories was lifted in 1815.* 
In 1833 the Company’s allotment to 
education was increased to ten lakh rupees.*' 
But the govemment’seommitment was never 
adequate to the task. 

For It adopted a ‘downward fitlration' 
approach as first proposed hy Lord Auckland 
in 1839, and described hy Nurullah and Naik 
thus; 

ihc Company was expected to give a gotHl 
education iwhich then necessarily meant 
education through English) to t>i)ly a few 
persons (these ni.iy ot may not he from ihc 
upper (lasses) and leave it to these (leisons 
to educate 1 he masses (through naodci I) I ndian 
languages)** 

The implicit class imd caste bias of such 
an elitist policy was inevitable. It was only 
slrcnglhened further by Ihc adoption of 
Macaulay's minute of I8.3S in favour of 
F.nglish as the medium forHuropcan learning. 

' Thiseffcciivclydestroyedtheoldindigenous 
system ot education and put the new western 
one decisively beyond the reach of the 
masses. 

The Company's education dispatch of 
July 19, 1854, called the Wood Dispatch, 
rejected (his theory in principle, but 

replaced it with the doctrine of state 
withdrawal in tavour of a system of granis- 
m-aid to privately managed institutions. The 
expansion of education became dependent 
on the private agencies who were willing 
to carry the burden which the government 
pleaded inability to bear.*’ 

Subsequent to the grants-in-aid code, 
"about a third of the cost of education was 
borne by the private agencies, two-thirds by 
the government.”** This relieved the 
government of some of the financial cost and 
much of the organisational initiative in 
education, but it led to "the laissez-faire 
policy, enunciated by the Indian Education 
Commission (1882)”,*’also called the Hunter 
Commission. 

The rapid expansion of education that 
resulted from this cau.sed serious concern to 
the government. Curzon tried to put some 
Older and consolidate education with an 
emphasis on quality over quaniily, but in 
spite ot the Indian Universities Act of 1904. 
the Calcutta Universities Commission, 
chaired by .Sir Michael Sadler tn 1917 still 
found the system "lundaincntally defective 
in almost every a.\pecl.’**" The demand ft»r 


educafton; fuelled * tai^ ekpansVon by 
private agencies motivated by the desire 
of upward mobllHy for their respective 
caste and/or religious communities. Thus 
in 1967 J P Naik estimates that "85 percent 
of our colleges and 65 per cent of our 
secondary schools arc la the private 
sector”.** 

Following the missionaries, as each new 
group jumped on Iheeducational bandwagon, 
the brahmins after 1882, the non-brahmins 
after 1921, the dalits with Ambedkar in the 
1940s, and the adivasi seva mandats in the 
l9S0s, government recognition and grants 
were demanded not on the basis of 
pcrformanceand quality, but on the principle. 
of equality and non-discrimination.* Li^ 
with education coming under the (xovinciai 
and state governments, the politicisation and 
commercialisation of education cenatniy has 
not helped more worthy pedagogic or 
democratic purposes, but it has rather co^ 
opted education to communal and 
consumcrist ones.*' 

A unique feature of (he official education 
policy in British India was its strict religious 
neutrality. This was according to some 
“absolutely without precedent or parallel 
elsewhere, besides bdng entirely opposite 
to the traditional ictea of education in the 
East", or for that matter in Europe at the time' 
as well.’-The ‘PiusOause’ for whichCharies 
grant agitated in England, was rejected by 
the Company’s charter of 1793, and (hough 
the charter of 1813 and 1833 gave the 
missions greater freedom, the government 
retained its religious neutrality. 

Thus in his farewell address to some 
missionaries Lord Bentinck in 1X35 
reaffirmed (hat “the fundamental principle 
of British rule, the compact to which the 
government stands solemnly pledged, is strict 
neutrality... with the religious heliels of the 
students.”" The dispatch 1854 forbade any 
religious in.stfuction in government schools, 
and the Education Commission of 1882 
reinforced this. Queen Victuria’s fiunous 
proclamation of 1858 solemnly prohibited 
“all interference with religious belief or 
worship of any of our subjects, on pain of 
our highest displeasure."'* 

We arc not arguing here that this religious 
neutrality was a question of mora* 
conviction on (he part of the government. 
Even people like Sir Charles Trevelyan, 
prominent in (he educational controversies 
of (he l830sandMounsluait Elphin.stonc. 
in Bombay, in spile of their secular 
credentials were more than ju.M sympathetic 
to the missionary agenda in education. 
However, wc would not agree that lhi.s 
religious neitirahiy was simply a matter of 
historical accident." Given the diversity 
and depth ot religious affiliations in India, 
this was an obviously pragmatic political 
necessity. Indeed 
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This wats unqucsiitmuMy one aspect of British 
policy in India All reasonable men took il 
for grunicd lhai ihc {lovornmcnt should 
interfere as liiile as fiossiblc with the manners, 
customs and idc.is ot sub|ccts whose loyalty 
was not. anU never could be more than 
precarious 

Here ajtain with regard to ihe widei 
cotiiiici of ediic.ition in India we (.oncliide 
with some teniaiivcobservations for further 
consiiteraiioii. Firstly, in spite oi much liberal 
inspiration and many noble ideals, 
government educational policy tailed in 
ctfeciivcc\cciiiivelollow-up. Il istnieresiing 
to note that although the Company ofl icially 
accepted responsibility for public education 
m IKI.I, the government in F.ngland did so 
only in IK.TV'’ But the diflercnce in Ihcir 
delivery was one of the political will and 
vested interests involved. Other private 
Indian agencies in education were overly 
constrained by more narrow communal 
prerKcupaiions, and though the nationalist 
movement was the inspiration for some, it 
was never quite strong enough, in spile of 
Gandhi’s challenge, to break Irec from the 
.system they inherited and operated within. 

Fven Ihc religious neutrality of the formal 
system was lessacommiitedsecularism th.in 
a political expediency and this tended to 
follow whichever way the political winds 
would later blow. For the grants-ui-aid code 
readily allowed the public good in education 
to be co-opted by private interests in the 
community. 

Secondly, the new western institutional 
model and the English language medium 
through which it was implemented, 
dismantled the old indigenous system ol 
education and set back vernacular literacy. 
The overall literacy statistics tell the tragic 
story convincingly. Using literacy 
percentages as a vital indicator, we have the 
following figures for British India: IXKI 
-4.8 percent; 1891 -.'i.b percent; 1901 -5..^ 
percent; 1911 -5.9 percent, 1921 -7.2 per 
cent; 1931 -9.5 per cent; 1941 -16.1 per 
cent.'* 

Thirdly, not only was the expansion ol the 
new education system unable to make up loi 
Ihe demise of the old one. it was iiselt 
inadequate to meet the needs of an industrial 
and an egalitarian society. The emphasis 
was on liberal not technical education, 
which existed more in intent than incllcet. 

I or as Lord Cur/on himscit admitted: "the 
plant ol technical education in India, 
subsisted mainis on platitudes in v ice-rcg.il 
and gubcrnatoii.il speeches In sum, 
"the low rale of liici.icy. neglect of mass 
education, as well as oi technical and 
viKational education. :md the methods ot 
teaching, were all handicaps in the path ot 
development. 

Moreover, higher education was extremely 
elitist, a small up ol a pyramid with a very 
inadequate base. The focus here was on Ihc 
transmission of knowledge, not its creation. 
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more t^crafisU than s{>ecialist. mote liiiKir^ 
than pruicsstunal. 

And so tike much else in the country at 
the time, Indian education continued to be 
a colonial appendage to the Bntish system. 
In spite of, and partly because of the 
contribution of the missionaries and the role 
of other various agencies involved. Catholic 
or Protestant, governmental or pnvatc, 
nationalist or communal, it remained "a 
colony, intellectually, culiurally and even 
spiritually subordinate to the west and 
England” *' 

Discd.ssion and Anai.ysi.s 

Whai was the coninbulion of the missions 
to this system ol education in India'.' 
Certainly they wore pioneers when there 
were lew other agencies to shoulder the 
responsibility foreducat ion. I'hc indigenous 
system lacked intlucntial patrons and the 
Company held itself aloof from much 
ventures. Few would doubt that "the origin 
of the pre.sent system of English education 
in India is to he sought in the activities ol 
early Christian missionaries".'’- Hut not just 
the beginnings, they were largely responsible 
tor implementing and stabilising the 
Mcsiern institutional model of education 
with English as the medium of instruction. 
They were in fact so successful that the 
demand for admission into Christian 
educational insiiiutionsby upper class/caste 
non-Christians was much greater than what 
could be made available, 
indeed. 

For well over a century Christian 
educationists had stood at the top ol the 
educational hierarchy, not only as pioneers 
but as leaders in that they excelled in the 
two principal functionsof formal education - 
the imparting of knowledge and inculcation 
of values. Moreover. Christian educational 
institutions were among the best organised 
^nd best managed in the country... All in all. 
^ri.stian education stood on a pedestal 
during the British regime."' 

Howev*, mi.ssion education was very much 
part of the^larger missionary venture, and 
always functioned within the ambit of the 
Christian enterprise. This connection may 
have been more or less explicit at times, but 
it has never quite been severed. For even 
when the content of its educational service 
was modern and secular, its inspiration ktill 
remained Christian and religious. 

No wonder then that the perception of the 
educational needs of thiscountry were filtered 
through their concern for their church, and 
the inevitable mismatch between an alien 
institutional system and indigenous pedago¬ 
gic requirements could not he addressed. 
'This of coune was unavoidable as long as 
the school was u,sed as an agent of 
evangelisation. For if mission education was 
lo beimpleinmited and contained ttiitftin the 


^ traditional .sliwluies of ft 

hardly he expected to be non-iectarian in 
breaking new ground in a secular field, even 
one with as close an affinity to it asedwation. 

The main contribution of Christian 
educators then was largely within the 
parameters of the colonial systems, and it 
served the Christian community within the 
churches rather well, even though its role 
as an agent of direct evangelisation for those 
outside it was increasingly challenged and 
marginalised. However, Christian educators, 
by and large, did not seriously que.stion the 
basic features of the system for this fell 
outside the purviewof ihcirconccms. Perhaps 
too late did they recognise that 

the alliance between the Chn.stian colleges 
and the government and the University 
system while it has of course given the 
colleges great opportunities for service, has 
on ihe whole been bought at too great a 
price Chi isiian higher education has seemed 
lo be a cheap form ofmissionary entcriirise."* 

A foriiori then this would hold Hue at the 
lower levels of government-aided education 
as well, 

Chrisiian education, then, was not prepared 
by its history for a new role in posl- 
independeni India. In fact, 

the course of Christian education since 
indc|vn<Jcncc doc.s not impress the critical 
' observer as a hold and sp»nianeou.s effort 
on ihc part of a mature section of Indian 
cduciiioi's lo lead the way in Ihe crisis brought 
on by the changing limes. It docs not seem 
as if Christian educators have truly taken up 
(he challenge of educational reconstruction 
for an Independent India."' 

Even as late at 1967, a perceptive and 
sympathciic educationist like J P Naik docs 
not eonsidcr directly challenging Christian 
educators to the mainstream task of national 
development. Instead he proposes three 
purposes for Christian education in post- 
independent India: the reconciliation of 
religion and science, the provision of 
Engli.sh teachers (!), and a Hindu-Chrisiian 
encounter."" 

What could be Ihe underlying rca.suns for 
the missed opportunities of Christian 
education in our country? We believe that 
these rea.sons must be sought in the debate 
within the churches regarding the role of 
mission education, to which we now turn. 

The discussion that preoccupied the 
missionaries with regard to the .school as an 
agent of evangelism involved a debate about 
two approaches to evangelisation in India: 

(i) evangelisation of India through education 
and intelligentsia: and (ii) evangelisation of 
India through the masses.*’ 

It was a debate that began already m the 
19th century and which the Protestants 
articulated belter than the Catholics, who 
’seemed lc.s.s accu.stomcd to discuss .such 
issues publicly, at least from the source 
material availahie to this writer. But the 







purtKwcsoftheCftnsfhWeduradwudtni 
cannot be gaircsaid. Forts Bishop Newbigia 
msighiiutly observes; 

The problem of siatiagour goals as Christian 
colleges is part of the wider problem of 
slating in clear terms the theological 
justiFicalton for the pursuit of secular goals.**, 
From the earliest missionaries Ihe goals of 


Christian education were threefold: 
first, education of Christians themselves 
in a Christian atmosphere so that they 
could be giNMl members of ihclr church 
and occupy imporiunt positions in secular 
society; secondly, to render service to 
Indian youth at large: thirdly, lo build 
evangelical bridges towards the country’s 
intclligcnt.sia and thus pave Ihe way for an 
acceptance of the faith."* 

In oihcrwordsihe.se werccommunitariui, 
service and evangelical, objectives, res¬ 
pectively. While the Catholics may have 
.strcs.Ncd the first and the Protestants the last, 
all three goals were present in varying 
degrees at dilTercnt times in mission 
education. Much seemed lo depend on what 
priorities Ihe religious debate justified at 
the lime. 

In the first half of the 19th century, 
Alexander Duff aggressively urged the use 
of English education toundciminc Hinduism 
and thereby foster conversions. But it soon 
became apparent that Hindus slopped half 
way, accepting western education but not 
Christian Miefs. By the lime of the Allahabad 
Mis.sionary Conference in 1872. "a fresh 
apologia lor Christian education and the 
educational missions became inevitable.”’* 
This was provided by William Miller who 
argued for a preparatio evangelica, ”to 
prepare the minds to be receptive to Christian 
principles",’' and not merely adding numbers 
to Ihe church. Hence there was now a change 
of "purpose and rote from conversion lo 
evangelic preparation through the diffusion 
of Christian principlc-s”.” 

Thus began the ‘missions lotheeducalcd'. 
This led to 

multifarious religious tendencies, ranging 
from loss of faiih. atheism. agnostKism. 
indifference, positivism, frec-ihoughi, neo- 
orthodoxy. revivalism, including itsexireme 
aggressive forms of anti-Christian, ami- 
missionary undertones.” 

Moreover, the very Christian principles the 
missionaries proposed of equality and 
brotherhood, etc, were u.scd by Ihe nation¬ 
alists to nppo.se Ihc colonial government 
much to the di.smay of their teachers 
Htiwever. it was persons like T E .Slalcv, 
who were sympathciic to this awakening of 
India, both religious and nationalist, 
describing it “as the Renaissance penod in 
the history of the Hindus".” Slater’s changed 
approach presented Chnsiianity not ama- 
gonistically but as the lulfilmcnl ol all Ihe 
higher and nobler troths ol other religions.’' 

The Jcsuil. Fr P Johanns, in Calcutta was 
very much within this perspective with his 
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To Christ through the Vedanta, in the 
Light of the Hast Series, as also Stanley 
Jones's Christ of the Indian Road. More 
pragmatically, the objectives of Catholic 
schools and colleges have been 
all more or less justified by their response 
to the needs of a particular time and place. 
They include: a Catholic education for 
Catholic children; the raising of the social 
and economic level of the Catholic poor; the 
«K'io-econoinic uplift of tribals and harijans; 
tunciional literacy and job-skills for the less 
literate; the establishment of centres tor 
Catholic acceptability in major urban areas; 
the provision for the nation of highly literate 
and skilled leaders in professional life; 
inculcation of habits of moral integrity in 
a generation of leaders, natural elites 
But the desire to evangelise this national 
awakening, put the missionaries in the 
dilemma of sympathising with a movement 
which opposed a government on whom i hey 
relied for support. Slater, who rcprc.scnted 
the moderates, summed up three mam 
objectives justifying his support fur the 
Congress Party: in terms of the fusion of the 
peoples of India into one nation, regenerated 
morally and politically, and consolidated in 
a just, and healthy union with Britain.” 

What we find here and ai.so later at the 
end of the missionary venture in the colonial 
period is a still persistent paternalism For 
the foreign missionaries were quite 
conscious of maintaining their identity as 
representatives of the ruling race.’” As a 
cynical remark from some local Christians 
would put It; “the missionaries wanted them 
to become only their brothers hut nut their 
hrother-in-law.”” 

Obviously such a mind-set was quite 
inadequate to ride out the political storms 
that were brewing on the mitional horizons. 
For few missionaries would risk the political 
involvement of a C F Andrews or the cultural 
commitment of a Verner Elwiii. No doubt 
an appropriate theological justification was 
conveniently at hand! However, these 
remained an embarrassing aspect ot the 
missionary mentality, the allinity between 
the Christian missions and colonial rule, 
which canmrt be easily gainsaid. For 
the principle of ecclcsiasticalesiablishmeni. 
for all that it was nut tormally rccogni.scd. 
yet played a quite important role in the 
expansion of the British empire and the 
Christian faith. Many problems facing the 
Christian Church in Asia and Africa today 
derive trum this fact.*' 

Ail through thc.se debates there arc 
changing theological understanding 
underlying the issues being discussed. 
Beginning with an aggressive, almost 
imperialistic stance fur religious conver¬ 
sion, it was modilled into a more moderate 
view of dll fusing Christian values and as a 
preparation tor a full acceptance of Christian 
beliefs. The theology nt fuinimcnt changed 
the emphasis from bringing India to Christ' 
to bringing Christ ii» India'. But at the end 


of the missionary venture, it fs still a huig 
way off from the religious dialogue and 
pluralism so much needed today. 

The outcome of these exchanges would 
be relevant mostly to thotic within the 
religious discourse in which it takes place. 
To those on the outside, it would .seem more 
like a hot-huusc argument among an in¬ 
group. For all Its very real imp-ict on Indian 
Society, “education did not heipChrislianity 
the way Trevelyan and Elplinstone. among 
others, had hoped".*' They were mistaken 
in thinking that the liberal inspiration of 
Christian education would do in India, what 
the church seemed to have dune fur the pour 
in England.*' 

For a more satisfactory explanation of the 
actual dynamics involved, we must enter 
into a socio-political discourse that provides 
more pertinent perspective. 

As we have remarked earlier Indians sought 
Christian education because it opened up 
preferred economic opportunities for them 
and nut out of any religious prcicrencc. In 
tact they were rather suspicious of the 
missionary connection ot these institutions. 
This was peitincnt enough to put a .serious 
question to the assumptions underlying the 
very basis of these institutions, and thus it 
led to a “reversal of priorities" in favour of 
a more direct evangelisation of the masses 
especially alter 1910,*' and later to the more 
secular approach of the social gospel.** 

However, with the political awakening of 
Indiuand the freedom movement, these “was 
a growing awareness among British officials 
ot the political dangers ul English 
education This was a threat that put the 
government in an obvious dilemma with 
regard to education, specially at the higher 
level ot the university. And yet. as Krishna 
Kumar insightfully argues, if “the concept 
of citizenship underlying the vision of the 
educated man in colonial India isexamfned 
in its ideological roots,"** a fundamental 
“homonymy between the colonial and the 
nationalist v lews of the role of education”*’ 
IS apparent 

For as the East India Company evolved 
into a colonial state, commercial exigencies 
had to be replaced by political socialisation 
with regard to its subjects. Towards this end, 
colonial education was to be more than an 
as.sembly line prrxiucing clerks; it was to 
train the student in moral uprightness before 
the law and to be a loyal subject of the 
colonial order. 'The emphasis it placed on 
the formation of dependable habits con¬ 
cerning the u.se of time and space was directly 
related to the demands of factory life.”'"' 

Moreover, the very elitism ot the system 
especially in higher education, could not but 
make the educated Indian feel as 
patronisingly towards the illiterate masses, 
as the colonial sahibs felt towards him. The 
argument between bureaucracy and the 
Indian intelligenl.sia was in fact over the 
claim to speak for the Indian masses. Would 


it be a Curzon oratjokhale!** But M another 
level the “identi fication between the educated 
Indian and the colonial state consolidated 
the boundary walls around school 
knowledge”'" and left the masses of India 
out. 

Thus, in spite of the high-minded rhetoric, 
what the nationalists did really achieve was 
less a change of political structure than a 
'circulation of elites’, political swatantrata, 
not Gandhian Swaraj. For the people, 
however, this only meant that the white 
sahibs were changed for darker ones. Indeed, 

It is worth asking which of the two rolq^ of 
education was more influential in shaping 
the cultural and political life of India at the 
turn of the century - theroleofspengthening 
group solidarity among the educated, or the 
role of disturbing traditional hierarchies. 
The first is rarely acknowledged, whereas 
the second has been highly over estimated.*" 

For an elitist system is best able to do the 
first, but only a mass-ba,sed one can achieve 
the .second. This has not as yet happened in 
our country, certainly not with secondary, 
or even primary education. 

On the contrary, the pattern pf development 
has only accentuated the elitism and 
paternalism, the injustice and domination in 
the Indian state. In all this “the education 
system in independent India remained an 
agency contributing primarily to the 
maintenance of law and order.”''’ 

The nationalist promise of equality of 
opportunities for all Indians expressed itself 
in education us an irresistible demand for the 
expansion of the system, which w<as fuelled 
by the class/castc bias of ve.stcd interests, 
“who exploited the code for missionary 
purposes, profit, communal advantage or 
political gain”.'*' The social commitment to 
equitable access for weaker sections through 
reserved admissions for them is still being 
resisted on the grounds of 'merit', which is 
still defined by an examination system that 
in any case favours tho.sc, who already have 
a privileged access to the means to excel in 
it. with even further access and privileges. 
So ‘what really began as the dream of social 
transformation became ademand foravenues 
of upward mobility of individuals”.'" 

The ami-brahmin. and other backward 
ca.stc movements in western and southern 
India did mobilise and broaden the 
educational base in society somewhat, and 
this augured well for the break down of 
traditional hierarchies. But soon enough the 
'transformational fonre' of these movemems 
“was subtly neutralised by utilitarianism 
and channelised towards the tasleof creating 
a market society”.** Eventually, these too 
settled down to secure their own communal 
advantage,^ with the consuroerist alluK of 
the market-place, leaving the other under¬ 
privileged anddisadvantaged groups behind. 

The radical aiieniative urged by Gandhi’s 
‘basic education’, which wanted to yalltiate 
iocalskillsandknow^4|eto.inakee^MM. 




isc$, was never 

than lip-servicc and such a hali'-heuned today, while Christie education i.s Mill 
implementation, that it was almost striving to .secure its evangelical purposes, 

deliberately pa'dcstined to fail. Christian institutions have wclUnigh 

No wonder then the social equality and achieved the opposite of Lindsay’s 

the economic development which education recommendation, being rather exclusive 

was to deliver for all. became increasingly without being quite disiinctivef 
pnibicmatic and is now in crisis. Hence, For it seems to us that the neglect of the 
the first conclusion wc may draw from this socio-political issues involvrxl in mission 
review and social analysisoribcediicational education has allowed Christian clloris to 
developments over the last ihitiy years of be co-opted by vested inicrc.sts and integrated 

independence is that the old pre-inde- into the larger system in .spile of its high- 

pendcncc systems and structure of education minded ideals, articulated by a “noble bund 


'in^' a plan for ed«c«lw as 

liven more being distinctive but nut exclusive.””* But 


lives of the mas 


have, by and large. Itcen maintained and 
continued... The second conclusion ihal 
emerged is ihai while ihc system caincs on 
in ils ohsolcic fashion, a considetahle 
expansion - a widet spicad ot education - 
has taken place.'”' 

Now given this lundnmenuil contmuiiy 


of workers to whom India owes the beginning 
of English Educalion”.*" 

Perhaps what wc not need to make 
effectively, is u distinction between the 
church-related schmil, which is constrained 
to operate within the educational system, 
and Christian education that must reach out 


between pre- and the posi-indcpcndcnce 
cdiicaiiun. and the close idcntiricalion of 
mission cduc.iiion with the system from its 
very beginnings, it was hardiv likely that 
Christian cducaiion later would hrc.ik free 
from it, given the advantages ii had derived 
from ihis conncciion and still hoped to. 


beyond to the very ones awaiting to he 
conscicntiscd and liberated by it. Our 
educators cannot be just the apostles, scholars 
and gentlemen""’ as of of yesterday. They 
must also be the prophets, activists, and 
witnesses for today. 


Notwithstanding the soul-scaiching ot 


Notes 


Lindsay and his report'’'' Ihc consensus 
rcconimcndaiion has been in lavour. not o( 
wilhdrawal, but of a reorientaUon. which has 
yet to pr<M)l cITtclive. 

Wc believe in this socio-political 
perspective, that it is. that we must linik lor 
the basic dynamics of the role ol ihc school 
as an agent of evangclisalion. For it e.xplains 
why mission education succeeded less .it the 
Chrisiianisuiinn of those il cduc.iicd. than 
their cmbourgcoisicmenl 

Conclu.sion 

I'hc religious discourse, we hud outlined 
earlier, misses the issues of the larger siwial 
siiualionraihcrcoinplcicly. Ii seeks tocxplam 
the impact ol. and Ihc response to Christian 
education in the context of other-worldly 
concerns and proves quite inadequate to deal 
with Ihc ihis-wordly ones on the ground. For 
the implicit agenda and Ihc real decisions, 
ihni tnliuenccs the role which education plays, 
must he conicxiualiscd in the .socio-imlilical 
realities that obiatn, even when they arc 
Icgiiiinatcd in other-worldly religious terms. 

What wc urgently need then is a stKi«v 
political analysis of Christian education, 
which must he set in a secular discourse. But 
we also need as urgently a theology of 
education that breaks out of an exclusive 
rs^igious discounc. to one which sees the 
schiMil not only asan agent of cvangctisalion, 
but rather, firmly legitimates it in terms of 
athcology ol secular action and involvement. 
Only when both these arc done wi II Christian 
education be able to fulfil Us task and be 
truly ’good to people, and nol JusI a 
fimiliUI of mpm cathtMic ideals. 

In hixji^fiiepiive'rcpu^ jn Lindsay 
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DISCUSSION 

Protection and Exports 

Sugata Marjit 
Abhirup Sarkar 


INareccni |>.i|KTPiilibunJiai l9y5)frllK'iscs 
ourcarlicrwork IM.irjiland.S.irkar IW.Sj on 
two grounds. I'lrst wc do noi consider the 
libcralisjlioii ol intcrmcdi.itc good inipoits 
which are used in exportables. If larilf goes 
down marginal cost of export production 
drops and expt'tls expand. Thus a general 
rcduclion m t.tnff may expand exports. 
Second, there is a prOpttsed ambiguity rc- 
g.irding the local lirm’s choice of (he pricing 
r\ile undcraijrilf. Our response is as follows. 

We specifically considered the case with 
I inal giMHJs and tried loexplam what ts really 
meant by saving that our expons arc residual. 
However, even if one brings in intermediates 
and marginal costs .shitt down, there is no 
guarantee that total exports will expand 
because as tariff on final goods comes down, 
domcsiic sales expand and as me comes 
down total production expands. One does 
not know about the sttqdtts. But the mam 
point IS that conventional wisdom regarding 
'larill-dcclinc led growth of exports' would 
have to be clarified 

The second criticism is totally unfounded 
il the 'protii-maximisation' moiivatiun of 
the monopolist is closely followed. Wc did 
not provide the explicit primf because we 
thought It was too obvious. But now we 
provide a schcmaiic dcmonsiraiion ol the 
optimal pricing rule. 

Let Im be (he tariff rate such that, 

+ im ^ (wc dct'inc P^^ later) (I) 

Wc know that the profit maximising choice 
of local and global sales arc Q, and 
satisfying the following; 
mrtO^) = P^ = C (Q^ -tr QJ = me (2) 

With the local .selling price at P^ = f(Q,^). 
f(.) being ihc demand function. 

Total profit is given by 

R = l(Q,) Ol + Pw 0* - C(0l 0*,) (3) 

Now suppose im is reduced to t with 
P^ +1 < 1(0^). 

We prove that the local firm must choose 
to sell at iP^-m and since there is no other 
firm, it would serve Ihc entire market. 

Given P„, total 0 * 6(. ‘I*** bot 

change. 


I'he new aggregate profit therefore is 

n = P 6, + Pw 6* - C(6, ■(■ Q*) (4) 

Note that 0, ••• 0* = 6 l 0* = 0. solving 
C'(Q) = P^^. Wc show (hat P, the new local 
price, must be equal to (P„ + I). 

Suppose P XP,^ + I). Then nobody buys 
(rom the monopolist. Hence, P > (P^ + I) 
is impossible. Let P< (P^. +1) and P = 1(0^). 
0^ = 0 - < 5 , • Suppose now, the local firm 
Irnnsfcrs one unit of output Irom the global 
to the local market, it loses P,, and gains 

A A 

a marginal revenue defined as mr (Q,) at Q, 

A ‘ ’ 

This mr (Q^) has to be lower than P^ 
because P, = mrfQ^) at P„, = ffQ^) 
and P < P,... < P =a Q, > Q,, As mr curve 
IS downward sloping mr(0,) < mr (Q,)- 
Hence, the firm would always like to cut 
hack local sales as much as it can till it 
reaches Q,, the first-best with mriOL) “ Pw 
Bui now it faces u limil at (P,^.-ft) and would 
dcfimlcly produce only up to Q = f(P,^-H). 
There is no way that the local monopolist 
would charge a P lower than IP^H) as 
mentioned in Patibandia (1995) leaving the 
only possibility that P = P^+i.Thiscompletes 
the proof. 

To conclude it can be rightfully asserted 
(hat the theoretical point we wanted to 
make is the only result consistent with Ihe 
profit maximisation hypothesis. Patibandia 
(1995) uses a different model with 
intermediates and gets different result. The 
remarks regarding our analytical frame¬ 
work do not stand valid as they fail to note 
the determination of the optimal pricing 
rule. m 
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Privatising Natural Resources 

Having joined the globalisation bandwagon, it is not .surprising that 
recent attempts at privatisation in India reflect the quintessential features of 
the process of using the state to transform natural re.sources into means for 
primitive accumulation by domestic and foreign interests. In at least four 
areas in the recent past there has been clear evidence of deals and 
attempts at deals which involve the transfer of publicly-owned resources to 
private hands on terms which are more than generous to the private parties 
and involve substantial losses in potential income as well as other 
costs to the public exchequer. 2351 

Occupational Change 

Data on the occupational structure of the population from the 1991 
Census have just been released. While the 10-year period covered by the 
1981 and 1991 Censuses is not enough for structural patterns to manifest 
themselves clearly, one may expect to discern some shifts. Have these 
shifts been along the directions to be expected in an economy 
undergoing the process of industrialisation? 2375 

Beyond Body-Count 

If the situation in Kashmir is to be measured in teiTns of the casualties 
suffered by the militants, the over 600 killings in the last two months should 
go to support the official claims about an improvement. However, elimination 
of militants docs not always lead to elimination of militancy. 2354 


IlTs’ Solitary Splendour 

That (he llTs have a unique place in 
(he Indian higher education system 
does not have to be emphasised. What 
needs to be done, however, is to 
encourage ihcm to break their 
isolation from the rest of (he 
university system. _ 2389 

Municipal Reform 

The 74th Constitutional Amendment 
accorded, for the first time, constitutional 
status to municipal government, but 
the municipal management system 
operates outside the mandated 
structural reform and there is a latent 
contradiction between the reformed 
institution and the colonial-style 
management. _ 2395 

Economic Crystal-Bail 

In an overall assessment of the Indian 
economy, the continued industrial 
recovery, despite some prospect of a 
slow-down, is a matter of satisfaction. 
However, persistence of inflation and 
the widening flscai and trade gaps 
are matters of concern. _ 235S 

Colonial Logic 

The annual ‘Dangi Darfoar*, generally 
held jiist afletr Holi, was started by the 
British with the objeetive of co-opting 
and appearing the BMI ngas in 
expioitii^ the lesources of the Dangs. 
The logic bdtind the continuation of 
.Ms institution after independence 

' 2340 


After Mathura 

The Mathura episode .showed how 
much the political .scene in UP has 
changed since the Ayodhya days. The 
BJP had apparently hoped to consolidate 
and widen its constituency in the context 
of the breaking up of the then-ruling 
alliance and the dependence of the 
new government on its support. 

These expectations have, however, 
failed to materialise. _ 2358 

Damming the Himalayas 

From a purely hydrological point of 
view, storage and wider distribution 
of the great amount of water that 
flows in the Himalayan rivers during 
the monsoon provide an excellent 
solution to the ever-increasing 
water demands from the plains 
of the Ganga-Brahmaputra basin. 
However, two environmental 
peculiarities of the Himalayas - high 
sediment load and high seismic 
risks - demand that decision-making 
cannot be guided exclusively by 
hydfologicai objectives. _ 2367 

Labour Blues 

The first Monday of September is 
Labour Day in the U.S, a national 
holiday. This year, far from any 
celebration, tliCTe was grave concein 
ril round a^t oiganised labour 
facing a crisis of survival. 2364 

The destruction of coal mining and 
mining communities in Britain has 
left a trail of human decline. 2365 


LETTERS TO EDITOR 


Vakkom Moulavi 

THIS letter serves to clarify a point in the 
article by Thomas Isaac and Michael 
Tharakan on ‘Kerala; Towards a New 
Agenda' (August S-12). In a reference to my 
paper on the ‘Reform Agenda of Vakkom 
Moulavi', the authors wrote: “Vakkom 
Moulavi held that the laws of Islam 
concerning temporal matters were not 
commutable, and hence..." (p 2000). In fact, 
the sentence should have been “the laws of 
Islam concerning temporal matters were 
not immutable, and hence...". The sentence, 
as it appeared in EPW makes the opposite 
meaning. It may be that a typographical 
error inadvertently crept into the article. 

Another point is that Vakkom Moulavi is 
known more as a great social and religious 
reformer than as an associate of Ramakrishna 
Filial. In fact, Moulavi launched his 
Swadeshabhimani (patriot) in 1905 at 
Vakkom and Ramakrishna Pillai joined the 
newspaper only in 1907. However, this is 
not to belittle the stature and contributions 
of Ramakrishna Pillai, but to stress the point 
that Vakkom Moulavi’s spectrum of 
activities is considerably broa^r than it is 
usually referred to. 

K M Seethi 

Kottayam 

Civil Society 

IN his article (August 5-12) Ajit Roy 
discussed the potential of the institutions of 
‘Civil Society’ in resisting the forces of 
globalisation. In this connection, he 
expressed his faith in the “development of 
working class action in the core sector of 
capitalism" and the “linkageof the relatively 
peripheral struggles to the struggles in the 
core sector". Roy had given credit to Antonio 
Gramsci for his insights on the role and 
dynamics of ‘Civil Society’. 

Gramsci characterised Civil Society as a 
contested terrain. So, while projecting the 
potentialities of Civil Society, he was also 
conscious of its limits. He categorically 
mentioned in his Prixon Notebooks (pp 220- 
21) the possibility of appropriation of 
political parties and trade unions in 
safeguarding ‘Ihe political and economic 
domination of the ruling classes". In his 
article. ‘The Turin Workers’ Councils’, 
reprinted in Robin Blackburn(ed). 
Revolution and Class Struggle (Fontana/ 
Collins, 1977), he wrote: 

The true proceu of the proletarian revolution 
cannot be identified with the development 
and action of revolulionart organisations of 
a voluntary and contractual <. pc. such as the 
political party or the trade uti. •nv. These are 


organisations born on the terrain of 
bourgeois democracy and political liberty, 
as an affirmation and development of 
political freedom (p 378). 

Gramsci actually saw the liberation of 
worken in the birth of Factory Councils, 
which represent the aspirations of the 
workers at the grass roots level, in order to 
promote workers’ democracy, he thought 
of a meaningful dialogue between the party, 
the trade union and the Factory Council. 
But, while stating the revolutionary 
potential of the Factory Council, Gramsci 
categorically warned that “the party and 
the trade union should not impose 
themselves as tutors or ready-made super¬ 
structures for the new institution, in which 
the historical process of the revolution 
takes a controllable historical form". 

Arup Kumar Sen 

Hyderabad 

India’s Loss of Freedom . 

A press report about P V Narasimha Rao 
goes as follows: “Be it the communists, 
the Janata Dal or the BJP, they are all 
trying to attract foreign investment in the 
states ruled by them", he has said in 
response to opposition criticism of his 
policies. ‘They are all going to New York 
and Davos (Switzerland to attract 
investment). They are all doing what we 
are doing. Then where is the mistake" 
(India Abroad, August 4, 1995, p 4). But 
because the opposition parlies are also 


doing the same ignorant and stupid thing 
does not mean there is no mistake. 
Advocates of foreign help, whether by 
way of technology or investment, fail to 
ask this elemental question: from where 
did these ‘advanced’ countries get their 
technology and capital - who helped them? 
Their technology and their capital are, by 
and large, products of their behaviour. 
Trying to advance India’s interests by 
taking technology and capital from abroad 
is like a student writing answers toquestions 
in an examination by having the answers 
whispered in his ears by someone else. Not 
only will the student not have learned 
anything, but will have lost money and 
freedom to his accomplice who may gain 
profound control over him. Mahatma 
Gandhi’s pre.scription of swadeshi was not 
a prescription for ‘backwardness’: it was a 
pre.scription for getting out from under 
such control. For the same reason he 
prescribed ‘non-co-operation’ (today it will 
be ‘non-collaboration', as in the myriad 
technical collaborations that Indian 
enterprises, in both the public and private 
sectors, routinely indulge in) and shunning 
colleges set up by the British (today it will 
be places like Harvard and MIT - whose 
provost was recently appointed director of 
the CIA). The ever-increasing - though 
unnecessary - dependence on foreign 
sources of knowledge is the most profound 
and dangerous aspect of India’s loss of 
freedom. 

Satish Chandra 

Cambridge. MA. 


Subscription Rates 
Inlaml 

(including Nepal and Bhutan) 


Institutions 

Six months 

One year 
600 

Two years 
1125 

(in rupees) 
Three years 
1650 

Individuals 

Z-tO 

47.5 

875 

1275 

Conccssioaal Rates 
Teachers/Researcbers 


325 

_ 

900 

Students 

- 

225 

- 

- 


Concessional rates ore available only in India. To avail of concessional rates, ceitlflcate from 
relevant institiRion is essential. 

Remittance by money order/bank drofl/posial order requested. Please add Rs 14 to outstadon 
cheques towards bonk coltoion charges. 


Foreign (inU^S) 

Air Mail_SiirtimeMail 



Institutions 

Individuals 

Instttutioas 

Individuals 

Pakistan. Bangladesh A Sri Lanka 
USA, Canada. UK, Europe, 

80 

50 

65 

30 

Japan. New Zealand, 





Australia & Russia 

ISO 

100 

90 

65 

Ail other countries 

100 

70 

70 

•W 


All remiitancet to Bcewmk and Political Weekly 


Economic and 



2342 




Uneasy Portents 

'T'HE sharp and sudden fall in the rupee’s exchange rate 
X vis-a-vis the US dollar in the last fortnight has evidently 
taken the government and the Reserve Bank by surprise. The 
authorities had been taking credit for the stability of the 
nipee-dollar rate for idmost 30 months since March 1993, 
except briefly in March this year when there was a bunching 
ofdonand for foreignexchange and some speculative pressure 
on the rupee. The rupee-dollar rate has indi^ been relatively 
stable after the dual exchange rate was replaced by a unified 
rBtefiromMarch2,1993, withall foreign exchange transactions 
being effected at the market rate. After the exchange rate was 
freed the rupee had begun trading at Rs 32.07 per dollar and 
then steadily gained strength and got anchored at Rs 31.37 per 
dollar in July 1993. It remained at that level till the end of 
October last year, w for a continuous period of 16 months. 
This was the outcome of active intervention by the RBI which 
mopped up foreign currencies worth as much as $24.24 
billion-$l3.94 billion in i993-SM and another$i0.30billion 
in 1994-95 - in terms of gross purchases from the market. 

While the claim of stability of the exchange rate of the 
rupee is technically valid, it was made possible by two special 
factors: First, the surge in foreign exchange reserves, 
essentially the result of portfolio investments from abroad 
and inflows on account of global depository receipts (GDRs), 
and; second, the RBI’s decision not to allow the rupee to 
appreciate against the dollar, despite the accumulation of 
foreign exchange reserves. The situation was termed as a 
“temporary condition of excess supidy", whereas it was 
sbea^, the objective of exchange rate policy was “to allow 
the rupee to reflect economic fundamentals’’. More simply, 
the focus of exchange rate policy has been to support exp^ 
and so the rupee was not allowed to appreciate even though 
for a fairly long period during 1993-M and 1994-95 actual 
exchange maiimi conditions were such as would have 
ordinarily resulted in the rupee’s a|q>reciation. 

Alloaring the rupee to find its own level in the market 
beyond the anchor rate of Rs 31.37 per ddlar has been thus 
the avowed policy of the authoriti^, irrespective of what 
happens to the real effective exchange rate and the 
repercussions of ctmency depreciation on the rest of the 
ecomm^ in terms (tf inflation, addition to the debt burden, 
hirtherdepressingof lowreal wi^s, wideningof incomeand 
asset di^aritics, transfer of real income ribroad and lowering 
of the domestlG saving rate. 

Once the flow of fordgn exchange slowed down towards 
Sepianber-October 1994 and the RBI ceased to intervene, 
the ihianess pf foreign exchange Ihpihfitylln the market got 
reflected^ t^dpvdofmieats; the lupee^tar rate mo^ 


away from the anchor rate of Rs 31.37 and the forward 
premium for the dollar in the Indian inter-bank market began 
to firm up. The RBI reference rate, which is i>ased on the 
quotations of a few selected banks in Bombay at noon every 
day and which is applicable to SDR transactions and 
transactions routed throu^ the Asian Clearing Union, moved 
up from $31.37 and generally ranged between Rs 31.38 and 
Rs 31.44 up to the end of July. With the growth of liquidity 
slowing down and the demand for bank credit picking up, 
commercial banks began to augment their rupee resources by 
taking recourse to swaps. The six-month annualised forward 
premia, which had hovered around 2 to 3 per cent until 
October last year, began to look up and have ranged from 5 
to 7.75 per cent during this year so far. Incktentally, the 
depreciation of the rupee in terms of the dollar during this 
period took place despite the rapid depreciation of the dollar 
against the deutschmark and the yen - the latter particularly, 
with the dollar-yen rate slipping below 80 yen by the end of 
June. 

Likewise the Indian authorities’ claim now that the 
accelerated depreciation of the rupee vis-a-vis the dollar after 
September S is attributable to international currency 
movements and that the rupee has not depreciated against 
major currencies other than the dollar is hardly convincing. 
The rupee’s depreciation has been sharp and has covered all 
major currencies. The RBI’s reference rate for the dollar 
jumped from Rs 31.94 on September 4 to Rs 32.13 on 
September 5 and has risen steadily since then to touch Rs 
33.84 on September 22. In between the rupee sank as low as 
Rs 35.15 on September 15 when the RBI reference rate for the 
day was Rs 34.15. In this period when the rupee depreciated 
against the dollar by about 5.7 per cent, it also depreciated 
against tire (kutschmark by the same 5.7 per cent from Rs 
21.89 to Rs 23.22 and by 7.1 per cent from Rs 49.84 to Rs 
53.59 against the pound sterling. It is only against the yen that 
the value of the rupee has remained by and larj^ unchanged 
(between Rs 0.3273 and Rs 0.3244) brcause the appreciation 
of the dollar against the yen was dso sizeable during this 
period (the dollar-yen rate moving from 97.4931 yen to 
103.85()9 yen, an apjMUciation of the dollar by 6.5 per cent or 
depreciation of the yen by 6.1 percent). The deutschmark too 
fell against the dollar, but only fractionally by 1.7 per cent. 

The latest depreciation of the rupee has to be viewed in the 
context of certain other developments. Portfolio investnrent 
by FIIs is apdn beginning to lo(^ up (net monthly investment 
having gone up from $10.9 million in November 1994 to 
$208.7ndllkMi in July and $ 182.2 million in August this year) 
and (he flow of foreign direct investnrent (FDI) too has been 
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siite^le {Rs 2.^2 crore in th6 ihst flve 
mondis 1995 against Rs 2,972 crore 
during the whole of 1994). The foreign ex¬ 
change reserves (other than gold) standing 
at $19,075 million appear comfortable. 
Despite these developments, the RBI has 
chosen not to react though the rupee has 
depreciated beyond the 5 per cent limit. 
This is not in keeping with its declared 
policy which has been reiterated in its latest 
Annual Report “The Reserve Bank quotes 
its buying and selling rates which are in tunc 
with the market rates and which can move 
within a 5 per cent band of the prevailing 
market rates. The RBI at its discretion 
Intervenes in the market, to ensure that 
orderly conditions prevail in the market.” 
All these norms seem to have been violated 
by the recent movements in the rupee’s 
exchange rate without evoking a reaction 
from the central bank. 

At the current bilateral exchange rates for 
the rupee, the trade-weighted real rate 
(7AVER) is likely to have declined in real 
terms below the TWER established after 
July 1991, when it was worked out at 60..S6 
(base I985=l()0). The latest data available 
for June place it at 63.84. In nominal terms 
the TWER for July 1991 wa.s 50.91 which 
had declined to 41.20 by June this year. 
Clearly, the government has been following 
a policy of ensuring that the rupee remains 
undervalued on considerations of protecting 
export competitiveness. 

Apart from the thinness of the foreign 
exchange market due to the government’s 
decision to route all its non-IMF debt 
servicing (nearly $2.5 billion or Rs 5,916 
crore of repayment plus interest payments) 
through the market, there arc signs that the 
so-called stability of the 'underlying 
fundamentals’ in relation to the country’s 
balance of payments is beginning to get 
disturbed, in fact the latest data on external 
trade and balance of payments suggest that 
the economy may have once again entered 
a phase of galloping imports and large 
current account deficits. While exports rose 
by 17.9 per cent in dollar terms in 1994-95, 
non-POL imports jumped by 27.4 per cent 
and the trade deficit based on BOP data 
reached $3.95 billion, which was three times 
the deficit of $1.29 billion in the previous 
year. The current account deficit similarly 
rose from $315 million to $2.08 billion. 
Merchandise trade data for the current year 
show that non-POL imports have shot up by 
44.1 per cent during April-July while exports 
rose by 29.9 per cent, widening the trade 
deficit to $1.53 billion against $594 million 
in April-July 1994. Apart from the debt 
service obligations of over $12 billion in 
each of the next three years, another signal 
which does not augur well for the BOP 
scenario is that outflows under two heads of 
invisibles, namely, ‘travel’ and ‘investment 
income’, have begun to rise rapidly. 


Payments vnddr ‘traVdl* fixm 
million in 1992-93 to $750 million in 1993- 
94and$l ,205 million in 1994-95. Likewise, 
the outgo under ‘investment income’ 
increased from $3,799 million to $4,300 
million and further to $5,009 million. 
Payments under the head transportation too 
went up from $1,485 million to $2,250 
million and $3,016 million. The only saving 
grace has been the impressive accruals under 
private transfers which rose from $2,784 
million to$3,8SO million and $6,220million. 
The financing of imports, both legitimate 
andclandestinc, of gold,silverand consumer 
durables, accounts for not less than $3.5 to 
$4 billion annually in foreign exchange 
through the ‘havala’ trade. Tlie ‘havala’ 
rate has shot up from Rs 35 to Rs 37 per 
dollar after the latest rupee depreciation. 
After all the hoopla about external sector 
adjustment and elimination of‘havala’ trade, 
this IS indeed significant. All things 
considered, the prospects are that, in the 
name of further adjustment, the country 
will scHin face another bout ol currency 
depreciation - a.s much to take care of the 
accelerated inllation rate which has been a 
factor contributing to the repeated 
depreciation of the rupee in the past. 

POLITICS 

Shaky Structure 

PRIME MINISTER Narasimha Rao’s 
Kamaraj Plan - the recent reshufUe of his 
council of ministers - ostensibly claimed to 
be an effort to redirect the expertise of 
senior Congress leaders from ministerial 
responsibilities to the task of toning up the 
party organisation, has turned out to be yet 
another exercise in the tightrope-walking 
that Rao has specialised in. As all such 
cxerci.ses. the pre.scnt one also is fraught 
with uncertainties, now that Rao has tied 
himself up with unreliable allies among the 
newly inducted ministers, and disgruntled 
foes among those who have either been 
ousted or shunted off to new departments. 

To start with. Rao's original plan has not 
worked out to his satisfaction. He wanted to 
purge the cabinet of heavyweights who 
were proving to be difficult for him - 
agriculture minister Balram Jakhar, civil 
aviation minister Ghulam Nabi Axad and 
railways minister Jaffer Sharief. He also 
reportedly wanted to shift home minister 
Chavan to defence, and give the home 
portfolio to Karunakaran. None of them 
apparently agreed to give up their plum 
positions and Rao had to be contented with 
‘obtaining’ resignations from nonentities 
like Ajit Panja. Krishna Kumar. Tarun 
Gogoi, Basav Rajeshwari and P KThungon. 
Although not powerful enough to pose a 
threat to Rao, some among these ousted 
ministers are quite capable of retaliating 
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organisational politics in their resp^ve 
states. Ajit Panja, for instance, has alieady 
started the process in West Bengal by 
dropping veiled hints in public that external 
affairs minister Pranab Mukherjee was 
behind his ouster from the union cabinet. In 
the faction-ridden West Bengal Congress, 
Panja has apparently found enough 
supporters who, at a public meeting 
organised by the party in honour of the 
prime minister in Calcutta, raised slogans 
against Mukherjee. Ajit Panja’s ouster is 
likely to further fragment the precariously 
balanced structure of the West Bengal 
Congress organisation. 

At the centre also, a similarly shaky 
structure in the form of the existing union 
cabinet is being sought to be revamped by 
Rao, but again through a p^atchwork of 
balancing acLs. The new faces which grace 
his council of ministers are a medley of 
individuals, not known for any firm 
ideological commitment to any cause, but 
more identified with certain powerful 
factions within the party, or .selected on the 
basis of their respective regional, religious 
or casteist origins. 

What is intriguing is the induction of R K 
Dhawan into the council as mini.sterof state 
(with independent charge) for urban 
development. The name of this gentleman 
is still under a cloud and has not been 
cleared since the comment made by the 
Thakkar Commission (appointed by the 
Congress government to inquire into Indira] 
Gandhi’s assassination) naming him as the 
person towards whom the ‘needle ol 
suspicion’ was pointed. But Dhawan hat 
evidently managed to worm his way into 
favour with the Congress hierarchy. Sackec 
by Rajiv Gandhi after Indira Gandhi’sdeath, 
he bounced back when Rajiv sought his help 
and reappointed him on his staff - 
significantly during the crisis over the Bofors 
scandal that Rajiv was facing. Dhawan’s re¬ 
entry into Rao's ministry strengthens the 
popular suspicion that his being privy to 
many secret Congress deals over a long 
period-from IndiraGandhi’s regime in the 
late 1960s to Rajiv’s in the 1980s - makes 
him an indispensable ciutch for Congress 
prime ministers who inherit the legacy oi 
corruption and who need hustlers to bail 
them out whenever they are in a fix. 

As for the other newly appointe<l 
ministers, an examination of their past an! 
present activities indicates Rao's inclinatioe 
to appease some from among the amorpbon 
crowd that hovers around Sonia Gandhi 
some from the different religious, regiona 
and caste backgrounds and some who hai 
been opposing his arch rival Aijun Singh 
Sardar Singh Abluwalia anti Surest 
Pachouri, ministers of state for urban affair 
and defence production respectively^ an 
known to be close to 10 Janpaih! 'tli^ ha 
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been adequate, r^restsntatlon froin the 
Muslim ai^ scheduled casre communities. 
Some like Aslam Sher Khan, the youngest 
entrant into the council of ministers, have 
been rewarded for breaking with Arjun 
Singh. 

But even after all this, one doubts how 
long Ruo will be able to sustain the balancing 
act. His vendetta against Rajesh Pilot for 
unleashing the prosecution process against 
; his patron-gcKlman Chandraswami, has 
turthcr cxpu.sed Rao to attacks from both 
! the opposition and within his own pariy. 

EXCHANGE RATE 

Hidden Agenda 

A correspondent writes: 

■THE ink had hardly dried on the RBI’s 
Annual Reiwrt claming the stable exchange 
rate of the rupee as one of the principal 
factors responsible for the export 
performance of 1994-95 and the ’large’ 
capital inflows in the second half of 1993- 
94 and the first half of 1994-95 than the 
exchange rate of the nipcc vis-a-vis the US 
dollar uxik a downward plunge of 12.5 pci 
cent within a matter of days. For the first 
time in the past four years after the sharp 
two-stage devaluation in 1991, the rupee 
has taken a plunge against the dollar, the 
currency to which it had stood virtually 
pegged, thanks to the exchange rate policy 
pursued by the authorities, lip-service to 
market forces notwithstanding. Although 
the authorities have disavowed market 
intervention from time to time the fact 
remains that it was in pursuit of the policy 
at not allowing the rupee’s exchange rate to 
appreciate that the RBI went on 
accumulating foreign exchange reserves 
;ven though it posed for the central bank 
‘problems for the conduct of monetary 
nanagement”. To say that the authorities 
brswore market intervention in order to 
iupport the exchange rate is simply not 
lornc out by the ’experience of the past 
bur years. What they had so far been doing 
hrough their operations was to keep the 
upee’s exchange rate depressed in spile of 
te external demand for the rupee generated 
y capital inflows. Now, when the tide is 
ireatening to turn the other way, the 
uthoritics are taking cover behind their 
rofessions of non-intervention. This current 
isavowal of intervention now really 
founts to an implicit approval of the 
ipec’s depreciation. 

The finance minister and the officials of 
Is ministry sec no cause for alarm in the 
Eprecialion. sharpest in the past fouryears, 
ad assure us that the rupee would soon 
abilise at “a satisfactory level”, without 
ty iitelication of.’^ level the autMUes 
ould Cbmsider satisfactory, it is obvious. 


however, tinit neither the finance ntinister 
nor his officials are prepared at this point of 
time to commit themselves to an exchange 
rate for the rupee, any downward slide from 
which would trigger intervention with the 
help of the foreign exchange reserves that 
have been accumulated over the recent past. 
After all, (he whole purpose of foreign 
exchange reserves is supposed to be to 
ensure a steady exchange rate and that is 
possible only through a policy of intervention 
with the help of these re.scrves. 

Given this refusal to commit themselves 
to the level where the authorities would like 
to sec the rupee’s exchange rate stabilised 
and which level Ihc authorities would feel 
obliged to support, would it be unreasonable 
to suspect that the rupee might be allowed to 
slide even below the R$ 35.15 to a dollar 
level that it reached at one point lost week? 
Here it is pertinent to add that the authorities 
themselves arc supposed to have created the 
present situation by requiring the SBI and 
the IDBI to go to the market to meet their 
foreign debt servicing obligations. A signal 
was believed to have gone thus from the 
authorities. Of course, it could be argued 
that this would be quite consistent with the 
unspoken pursuit of the policy of keeping 
the rupee’s exchange rale permanently 
dcpre!i.scd. unmindful of the losses such a 
policy entails for the economy on account 
of adverse terms of trade and the mindless 
pursuit ot larger and still larger foreign 
exchange rc.scrvcs. a pursuit that is not only 
highly expensive but also increases (he 
vulnerability of the economy, given the 
type of capital infiow on which much of this 
accumulation has depended. The RBI’s 
Annual Report itself speaks of the 
"exposures to vuluiility” and (he difficulties 
in the conduct ol monetary policy which 
capital inllows create 

Let us not lorgct in this context that a 29 
percent increase in export earnings during 
the first four months of the current n.scal 
year, even though alongside it there has also 
taken place a 39 per cent increase in the 
import outgo, cannot by any measure be 
regarded as a sign of any erosion of the 
economy’s relative cost advantage tojustify 
the rupee’s depreciation. The present 
downward slide of the rupee, one is driven 
to suspect, is an officially engineered slide 
in pursuit of the policy of keeping the rupee 
perpetually depressed. 

PANCHAYATl RAJ 

How Serious Is the Centre? 

NO time is ever lost by Congress(l) 
spokesmen, be they ministers or party 
functionaries, to claim credit for ushering 
in p^ichayati raj. But they conveniently 
fOiget that it is the Congress(l) ruled states 
which have proven to be the most reluctant 


to pass the legislation: necessary, in 
pursuance of the constitutiotutl amendments, 
to hold elections to the new local bodies lo 
be created under such legislation and lo 
devolve powers and finances to the bodies 
which have at last come up. Most state 
administrations have seen to it that no 
effective devolution comes about during 
their current five-year tenures. Of course, 
what is true of the Congress(l) ruled 
states is no less true of opposition ruled 
states with the solitary exception so far of 
West Bengal, a state which it must be said 
did not need to be pushed into devolution 
to local bodies by the constitutional 
amendments. 

In the circumstances, how seriously does 
one take pronouncements from the centre 
urging stale governments to devolve more 
and more of their local level development 
functions? At a two-day workshop in Delhi 
of stale project directors, the minister for 
rural development and employment, 
Jagannath Mishra. is reported to have urged 
the state governments to bring the district 
rural development agencies (DRDAs) 
"under the overall supervision, control and 
guidance” of Ihc zilla parishads, with the 
chairman of the parishad as DRDA 
chairman. On the face of it, this 
recommendation to the state governments 
sounds impressive in that the major district 
level agency, through which all funds flowing 
in from the centre for various centrally- 
sponsored schemes, is (hereby sought to be 
brought ’’under the overall supervision, 
control and guidance” of (he zilla parishads. 
What should not be I'orgoltcn, however, is 
that already some at least of the state 
legislations have gone far ahead of what the 
centre is now so belatedly trying to secure - 
and that too half-heartedly. In Karnataka, in 
Ramakrishna Hegde’s time, the panchayati 
raj legislation deemed the district level 
panchayat as (he DRDA. The same was 
done through executive action in West 
Bengal. Thus in effect the DRDA was done 
away with as a distinct agency and the 
district level panchayat made the agency 
through which the central schemes were to 
be implemented. In this manner, one and 
only one agency had the responsibility to 
undertake development tasks within a 
district. 

What the centre now seems to be doing 
is to put its stamp of approval on the 
tendency among most state governments to 
keep the DRDA as separate and distant as 
possible. Asking the slates to let the zilla 
parishad chairman also be the DRDA 
chairman will not bring the DRDA projects 
under the parishad’s effective ‘‘supervision, 
control and guidance” (lei us not forget the 
word ’’ovcrair used by Mishra). Only the' 
Hegde formula will achieve that. But is the 
centre genuinely interested in such an 
outcome? ■ 
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roreign exchange reserve*, now $ 19.0)1 billion, have declined )>y $ i .74 billion lince the beginmnf of the fiacnl year. The cuncm leeom dtfkii la BOPcwiwdCbBtloa 
in l9$4-9.5 ngainsi S31.3 million in 1993>94. Dunne ApnI-July ihit year, ihe trade deficit exceedM SI .5 biHion. Under non-fietor oervicet. while iccciM wte 'mvfT 
rote from S2.1 billmn lu $2.3 billion, paymcm* under the tome head galloped from S0.7 hilhoo to SI .2 billioa. White privalelraasfen boleicnd the BOP thraiigh a ite 
in net receipts from $3.S billion lo S6.2 billion, nei outgo under invettment income remained sizeable and rose from S4 billion to S4.2 billioo. The exchange rale hoe 
expenenced a sudden fall from Rs 31.85 to Ihe US dollar at end-Augusi loRs 33.51 on September 15, adepKciation of aboulSperccai. 
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Money Supply (M,) .543894 4793 (0.9) 

Currency with Public 108439 -153 (-0.1) 

Deposits with Banks 428030 5036(1.2) 

Net Bank Credit lo Govt 239.588 -4063 (-1.7) 

Bank Credit lo Coinml .Sector 2913.34 33 (0.0) 

Net Foreign Exchange Assets 73375 6 (0.0) 

Resme Money (August 25. 1995) 180176 1421 (0.8) 

Net RBI Credit to Centre 112230 -3682 (-3.2) 

Scheduled Commercial Banks (September 01. 1995) 

Deposil-s 386212 2131 (0.6) 

Advances 212497 -354(0.2) 

Non-FOod Advances I9899S 603 (0.3) 

Investments 155535 1524(1 0) 

All monetary and banking data presented here are 

Index Niimben of Industrial Weights April_ 

ProducUon (I980-8N100) 1995 1994-95 1 
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Rill Placal Year VariWlOBt 


Exports: Rs crore 7706 .105.17 (.10.0) 2.1490(8.3) 

USSmn 2454 9724 (29.9) 7488(8.1) 

Imports Rs crore 9472 .15.129(39 4) 2.5.151 (100) 

USSmn .1019 112.50 (.192) 8082(9.9) 

Non-POL US $ mn 2722 9110(44 1) 6.119(196) 

Balance of Trade: Rs crore -3023 -4792 -1873 

USSmn -702 -1526 -594 


823.10 (18.4) 
262.1.1 (18.3) 
88705 (21.8) 
28251 (21.7) 
225.18 (29.1) 
-6.175 
-2018 


Foreign Exchange Reserves 
(excluding gold) 

Sept 08. 
1995 

Sepl09. 

1994 

Mar 31. 
1995 

Month 

Ago 

Year 

Ago 

Rs crore 

US S mn 

61111 

19075 

56538 

18099 

66028 

20816 

-921 

-308 

4573 

976 


69547 (.10.4) 
2217.1 (20.4) 
72806(1.5.7) 
2.1212 ( 6 . 8 ) 
174.56(10.6) 
-3259 
-1039 


.5.1688(21.9) 44042 (3.5.3) 32553(17.6) 
18537(3.8) 17866 (-IJ) 18143(9.1) 

6.1375 (32.4) 47851 (10.8) 43193 (22.0) 
21882 (12.7) 19411 (-19.4) 24073 (13.2) 
1.5782 (12.3) 14047 (-22.2) 18045 (3.1) 

-9687 -3809 -10640 

-.1.145 -1545 -5930 


Bxcal YcarSoPar 1994-95 
1995-96 1994-95 


1993-94 1992-93 l99l-« 
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-rx* \v 

V.' 'i 



, ,ft . V* ,1 t^p s.- a 

V .,y % 





Balance (rfPa}vnenis (US $ miltion) 

i994-9S 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

(#8647 

1985-86 

1 Cunent Account 

-2082 

-315 

-3326 

-1138 

-9680 

-6841 

-7997 

-4853 

-4563 

-4845S 

i) Exports (fob) 

26763 

22700 

18869 

18266 

18477 

16955 

14257 

12646 

10420 

9463 

ii) ItiqtortsiciO 

30709 

23985 

23237 

21064 

27914 

24411 

23618 

19816 

17740 

17298 

iii) Tr^ Balance (i-ii) 

-3946 

-1285 

-4368 

-2798 

-9Ayi 

-7456 

-9361 

-7170 

-7320 

-7835 

iv) Invisibles, net 

1864 

970 

842 

1620 

-243 

616 

1364 

1117 

2758 

2967 

Receipt 

14671 

10745 

8241 

9302 

7463 

7498 

7545 

7156 

6475 

6437 

Payment 

12807 

9775 

7399 

7882 

7706 

6882 

6181 

4839 

3718 

3470 

2 Ciq)ital Account Total net 

6839 

9183 

4254 

4754 

8402 

6100 

6997 

4116 

3990 

4267 

Reserve use (minus means addition to 











reserves) 

-4757 

-8868 

-728 

-3576 

4^1278 

+740 

+1001 

+738 

+573 

+578 

1 Noie; $ includes 23.3 million non-monetary gold movement. 









1 invisibles by Category of Transactions (US $ million) 










I Non-facior Services, net 

-494 

777 

1128 

1207 

979 

723 

730 

545 

995 

1187 

Receipt 

7284 

6226 

4716 

5022 

45.10 

4246 

3953 

3572 

3219 

3311 

Payment 

7778 

5449 

3588 

3815 

3571 

3523 

3223 

3027 

2224 

2124 

i) Travel, net 

1120 

1325 

1713 

1312 

1064 

1030 

1013 

1036 

967 

636 

Receipt 

2325 

2075 

2098 

1977 

14.56 

14.33 

1418 

1432 

1257 

972 

Payment 

1205 

750 

385 

465 

392 

403 

405 

.376 

290 

336 

2 Offictal Transfer, net 

390 

370 

363 

460 

461 

539 

500 

410 

411 

252 

Receipt 

390 

371 

364 

461 

462 

.542 

506 

413 

415 

262 

Payment 

- 

1 

1 

1 

1 

3 

6 

3 

4 

10 

Private Transfer, net 

6200 

3825 

2773 

3783 

2069 

2281 

2653 

2699 

2329 

2305 

Receipt 

6220 

3850 

2784 

3798 

2083 

2297 

2669 

2725 

2341 

2317 

Payment 

20 

25 

II 

15 

• 14 

16 

16 

26 

12 

12 

4 Investment Income, net 

-4232 

-4002 

-3422 

3830 

-3752 

-2928 

-1519 

-1337 

-978 

-776 

Receipt 

777 

298 

377 

221 

368 

413 

416 

446 

SOI 

547 

Payment 

5009 

4.300 

3799 

4051 

4120 

3341 

2935 

1783 

1479 

1323 

1 Note: Includes delayed export receipts and enors and omissions. For the year I992*93» It also includes erron ^ omissions arising 

out of dual exchange 1 

1 rates applicable under the liberalised exchange rote manageinem systems (LERMS). 







1 Exchange Rote of Rupee Apr 95 Apr 94 

1995 

1994 

1993 

1992 


1991 

1990 

1989 

1988 

1987 

1 36-couniry TWER (1985^100) (Based on FEpAI Rotes within brockets) 








Nominal (40.98) (44.98) 

(41.44) 

(44.99) 

(44.99) 

(43,87) 

48 89 

56.29 

69.26 

72.32 

77.05 

81.73 

Real (63.96) (64.99) 

(63 46) 

(63.55) 

(59 15) 

(5633) 

64.24 

67.13 

76.39 

78.37 

8115 

85.43 

Exchange Rote of Rupee 





Monthly Average 


Annual Average Rales 


RsperUS$ Sept 1.3, 

Month 

Year 

Mar3l. 

Mot 31. 

_BltEi_ 





I99.S 

Ago 

Ago 

1995 

1994 

1995 

1994 

1994-95 

1993-94 

1992-93 

1991-92 

Officol/RBI Reference Rote 34.15 

31.60 

WSSM 


Ufa 


min 

31.40 


25.97 

24.47 

Markct/FEDAI Rales 33.51 

31 60 

HI 




HI 

31.37 


30.65 

* 

Tourism 

April-July 










1995-96 1994-95 

994-95 

199.3-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

Tourist Arrivals (Nos in '0(X)) .570.5 

556.6 

1907.3 

1871.3 

1820.8 

1781.9 

161.3.7 

1765.0 

1619.3 

1513.5 

1491.9 

(2.5) 

(14.1) 

(1,9) 

(2.8) 

(2.2) 

(10.4) 

(-8.6) 

(9.0) 

(7.0) 

(1.4) 

(-) 

Foreign Exchange Earnings: Cross 











Rscfore 2311.5 

2099.4 

7.365.6 

6.509.0 

6060.0 

4892.0 

2613.0 

2386.0 

2054.0 

I8S6.0 

1607.0 

(lO.I) 

(28,2) 

(13.2) 

(7.4) 

(23.9) 

(87.2) 

(9.5) 

(16.2) 

(10.7) 

(15.5) 

(35.2) 

US $ million 736.9 

669.2 

2.345.7 

2074.9 

2092.5 

1984.6 

1456.5 

14.33.0 

1418.5 

1431.0 

1257.4 

(lO.I) 

(28.2) 

(13.1) 

(-0.8) 

(5.4) 

(36.3) 

(1.6) 

(1.0) 

(-0.9) 

(13.8) 

(29.4) 

Bullion Sept IS. 95 Month Ago Year Ago 

Mar 95 

Mar 94 

Mur 93 

Mar 92 

Mar 91 

Mar 90 

Mar 89 

Mar 88 

BuHion Prices 











Bombay Cold (Rs/IOgm) 4690 

4680 

4670 

4680 

4611 

4082 

4443 

.3440 

3140 

3140 

3140 

London Gold (VOZ) 383.40 

.383.90 

388.30 

386.70 

387.35 

330.34 

344.64 

363.39 

393.66 

390.27 

443.49 

Spread over london (per cem) (11.4) 

(20.0) 

(19.2) 

20.0 

18.0 

21.9 

36.1 

33.4 

44.8 

61.3 

69.6 

Bombay Silver (Ri/kg) 7025 

6879 

6991 

633S 

7159 

.5492 

80.50 

6663 

6464 

6755 

6136 

London Silver (VQZ) S..54 

.5.51 

5.42 

.5.18 

5.64 

333 

4..50 

3.97 

5.07 

5.79 

6.41 

Spread over London (per cent) (15.5) 

(22.9) 

(27.6) 

21.3 

25.9 

49.1 

88.9 

171.8 

131.5 

133,9 

129.4 

Estimated Imports 1995 1994 

1994 

1994 

1994 

1994 

1994 

1993 

1992 

1991 

1990 

1989 

OfficM/danduiine; Tonnes Q2 Ql 

Total 

04 

Q3 

Q2 

Ql 






CoM: Import OfBcial 39.3 dd.8 

178.4 

37.3 

39.4 

47.9 

33.8 

114.0 

95.3 

na 

na 

na 

Total 77.9 100.8 

327.5 

102.5 

72.1 

80.3 

72.6 

304.4 

360.9 

I5<).0 

170.0 

173.0 

Silyer. Impori tut na 


l» 

na 

na 

na 

3375 

1750 

1360 

1300 

650 


Naur, (i) Slipenctliit iwmetti iknolM momb to which fitiro relolbi, e wpencript * stands for Septehiber. (tt) Hgunt in brackeu aie percnniage vanaiions 
ovartbepetfodspedfled Of ow the ca w ipan Mc period or the previous year. (Hi) na means not available. 
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COMPANIES 




CROMPTON GREAVES 

Foreign Tie-Lips 

CROMPTON GREAVES, the flagship of 
the Thapar group and one of the largest 
private sector electrical engineering firms, 
closed its fiscal year ended March 1995 with 
a turnover of Rs 999 crorc, up by 20 per 
cent from Rs 828 crore rccoidcd last year. 
Interest costs came down by lOpcrccni from 
Rs 41 crore to Rs 37 crore. Ri.sc in provision 
for depreciation from Rs 11 crorc to Rs 16 
crore coupled with a nsc in tax provision 
from Rs 8 crorc to Rs 17 crorc did Inile to 
dampen the boltomlinc which rose from Rs 
31 crorc to Rs 41 crorc. 

Exports were up from Rs 92 crorc to Rs 
96 crorc and imports rose Irom Rs 59 crorc 
to Rs 83 crore. Raw material were 90 per 
cent of total imports. To give a further boost 
to exports, the company laid special emphasis 
on strengthening the quality systems and is 
working towards obtaining the I.SO 9000 
accreditation for its operations At present 
18 divisions of the company have been 
accredited with the ISO ccrtincation. A 
dividend of 35 per cent has been 
recommended by the directors against 30 
per cent last year. 

During the year under review, the 
company’s three new units - at Goa for 
manufacture of LT motors. FHP motors and 
fans, and traction motors, at Baroda for light 
sources and at Nashik for zinc lightning 
arrestors - started commercial production. 
Production of DC/A VS motors at the motor 
factory at Ahmednagar and of the non-silicon 
range of electrical steel stampings at the 
stampings factory at Bombay also began in 
1994-95. 

Having identified telecommunications as 
the thrust area for the future, the company 
is planning investments of up to Rs 600 crorc 
in its different telecom ventures. The 
company also plans to enter the baste telecom 
services. ‘We want to be aggressive in the 
telecom sector”, according to Nohria, 
managing director. The company has signed 
a memorandum of understanding with NEC 
of Japan for manufactureof fibre optic online 
terminal equipment to be made at the 
company’s Bangalore plant. It has al.so signed 
technical agreements with two Israeli 
companies to provide LAN and WAN 
services to the corporate sector Marketing 
of facsimile machines under its own brand 
name, with subcontracting arrangement with 
Daewoo, a joint venture with BellSouth 
Milicom of Denmark for value added services 
like cellular phones and electronic mail are 
some of the plans of the company The 
company has entered into an alliance with 
Packard Bell, a major personal computer 


manufacturer based in California, to 
manufacture high quality computers in 
India. With this alliance CG Informatics, a 
division of Crompton Greaves, is launching 
a new line of high powered Packard Bell 
products. 

The company has tied up with AT&T 
Paradyne, a division of A'T&T, USA, a 
leading player in the data communication 
products worldwide, to market the latter’s 
entire range of data communication and 
networking products in India. 

Crompton Greaves has tied up with 
Pen phonics Corporal ion of the US to market 
Its range of advanced voice processing 
systems. The company is partiienng Siemens, 
Germany, for its telephone instruments, NEC 
and OKI Electric, Japan, for its data 
comproducts and Mobile Telesystems of the 
US for Its satellite communications. 
Pcriphonics Corporation is one of the largest 
suppliers of the interactive voice systems in 
the US. According to senior director Don 
Kaiserman, “We view India as one of the 
largest markets of the future”. 

During the year under under review, the 
company floated a joint venture project with 
NECof Japan to make main switches. Similar 
switches are al.so made by Siemens, AT&T, 
Ericsson and H'l through an agreement with 
Alcatel. The company has two technology 
transfer agreements with NEC for wide¬ 
band transmission systems such as optical 
fibres and microwave transmission equip¬ 
ment. The optical fibre project to come up 
at Jigani is estimated to cost Rs 20 crorc. 
Telecommunication equipment is manu¬ 
factured at Pithampur, Madhya Pradesh. 
Chandigarh. Goa and Bangalore. The 
company manulacturcs prtxlucls for private 
and public networks including value added 
services. 

A Rs 2.4 crorc new switchgear plant, 
jointly set up by Crompton Greaves and 
W-Lucy, the oldest electrical company of 
UK. was inaugurated at Amb.id industrial 
bell, Nasik According to Noharia. the new 
joint venture. CG-Lucy, will manufacture 
medium voltage distribution switchgear 
called ring main unit. This will he the second 
j«)int venture between the two companies, 
the first also being on a 50:50 basis. Under 
the first, manufacturing facilities have been 
set up in Nasik to make medium voltage ring 
main units (RMUsi. Along with being a 
financial partner, W Lucy is providing 
technical knowhow under a separate agree¬ 
ment. W Lucy is a 235-ycar old company 
and IS a world leader in medium voltage 
distribution switchgear. 

The company continued its efforts to 
develop new products like electronic speed 
governors for hydcl and steam turbines, 
cogeneration packages for the sugar industry. 


solid stale interlocking for railway yards, 
block multiplexer for data communication 
for railway signalling, upgradation of soft 
starters and transformer technology 
absorption of AVS controller from Powcrtec, 
USA, micro-propesser based trip relay 
controllers foraircircuit breakers and micro¬ 
processer based test and measuring 
instruments. The company spent Rs 7 crorc 
on research and development. 

J K CORP 

Diversification and 
Expansion 

In 1938 the Singhania group set up Straw 
Products to manufacture straw board from 
wheat straw. Successful diversifications led 
the company into the feildsofpaper,cement, 
polyester .staple fibre and polyester filament 
yam and magnetic tape. A decision by the 
directors taken in order to reflect the com¬ 
pany’s mulli-dimcnsional activities and its 
growing corporate stature led to the re- 
christening of Straw Products and J K Corp 
(JKC) was bom. 

The company closed the financial year 
ended March 1995 with a sales turnover of 
Rs 426 crore against Rs 365 crore in the 
previous year, a rise of 16 per cent. Other 
income rose significantly by 60 per cent, 
from Rs 10 crorc to Rs 17 crore. The 
combined effect of the two was reflected in 
the total income which increased by 15 per 
cent from Rs 378 crorc to Rs 435 crore. A 
zero tax provision saw the company close 
the fiscal year with a net boitomline of Rs 
52 crorc against R$ 33 crorc in the previous 
year. A dividend of 30 per cent has been 
declared by the directors. 

In 1994-95,35 per cent of the company’s 
sales were of paper. Of the rest 21.7 per cent 
from the PSF division, 19.4 per cent from 
the PFY division, 19.3 per cent from the 
cement division and 4 per cent from mag¬ 
netic tapes. 

Production of paper stood at66,753 tonnes 
against 62,800 tonnes in the previous year. 
With the commissioning of a new speciality 
paper machine, JKC raised its capacity from 
60,000tpa to75,300tpa. To increase volume 
and reduce cost while simultaneously 
improving quality, the company is installing 
a brand new pulp mill of 300 tdp based on 
the latest technology, upgrading some of the 
existing paper machines and installing a new 
one are the other plans in theoflfii]g, estimated 
to cost Rs 450 crore. As a result, the 
company’s manufacturing capacity is to 
increase from the current levd of 50,000 
tonnes to 1,25.000tonnes. These expansions 
are likely to go on stream by mid-l996.JKC 
is jMesently engaged in the manufacture of 
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Tlw Week** CnmpanlM 


(Rs fuih) 



Crompton 

JKCarp 

TVS 


Greaves 



Suxuki 

Financial Indicators 

March 

bfarch 

March 

March 

March 

March 


199S 

1994 

1995 

1994 

1995 

1994 

lm.'omc/apprapriation.s 







1 Net sales 

00800 

82841 

42.591 

.16518 

40885 

27174 

2 Value of pruduetion 

06680 

82580 

41856 

36718 

42614 

27187 

.t Other Income 

257 

.181 

1657 

l(U1 

,106 

114 

4 Tiilal inautif 

%046 

82961 

41511 

.17772 

42920 

27.501 

.s Raw tnaicnals/sioiies and 







spares consumed 

67680 

51807 

19887 

18210 

28664 

I8M5 

0 (Xher iiianufaetunng expenses 

fl67 

702 

,5710 

5.121 

1% 

258 

7 Remuneration to employees 

II164 

106.12 

1274 

2847 

1600 

1101 

8 Other expenses 

5766 

8718 

■!474 

3682 

7187 

4271 

Oprriititi/; /irolit 

III60 

wi: 

0148 

7712 

4871 

1224 

1(1 Inicresi 

.1687 

4007 

1(i46 

14.10 

It)*) 

780 

11 (Iriifs prufn 

75.14 

5044 

6(i97 

4002 

4.161 

2412 

12 IVpreci.'iiiiin 

15.56 

1115 

1.546 

16.10 

666 

628 

1 .t Prolil before tax 

5078 

1000 

5151 

3272 

.1519 

1804 

14 Tax provision 

1650 

8(8) 

0 

0 

322 

0 

15 Prolil (itierUi\ 

4128 

1100 

5151 

1272 

.1197 

1804 

16 Dividends 

1451 

1040 

1179 

MO 

.578 

277 

17 Retained prolil 

2877 

2060 

1972 

2621 

2619 

1527 

l.tabillties/as.<icts 







IK Paid-upe.'ipilal 

4426 

.1800 

4518 

1364 

2110 

2110 

10 Reserves and suridiis 

.14120 

21287 

6.1184 

.171.10 

1232 

415 

20 Uing term loans 

11701 

15277 

57749 

18851 

1102 

2480 

21 Short irnii loans 

6020 

6002 

4(XX) 

4040 

I.W 

1087 

22 Of which bank borrowings 

0 

0 

0 

0 

1211 

801 

2^ Gross fixed assets 

11817 

26514 

1018.50 

80411 

mn 

8861 

24 Aecumulaied depreciation 

19)21 

8008 

289% 

27751 

4515 

1875 

25 Inveniorics 

162.10 

,110.10 

11129 

8116 

5197 

2017 

26 Total a.sseis/liabitiiics 

04727 

75262 

144510 

95108 

16.511 

12241 

Miscrlfaneoiis items 







27 Excise duty 

7011 

5715 

lOSIO 

11174 

0 

0 

28 Gross value added 

22786 

20176 

14071 

11201 

6907 

4926 

20 Total foreign exchange income 

06<W 

0210 

2857 

517 

Ml 

1624 

to Tmul foreign exchangeoulgo 

01% 

62.50 

10650 

7024 

.1156 

2617 

Key nnancial and performance ratios 







.11 Turnover ratio 







(sales 111 total assets) (Of 'i 

105.5 

no 1 

20 5 

.18 4 

247.1 

222 0 

.22 .Sales to total net assets (91) 

l(>82 

1746 

120 

418 

484.9 

4.10.5 

2.x Gross value added to 







gro.ss fixed assets {%) 

67.1 

76.1 

118 

140 

69.7 

.55.6 

,24 Return on investment (gro.ss profit 







to total assets) ('4) 

8 0 

67 

4.6 

5 2 

26,4 

10.9 

.15 Cross profit to sales 







(gross iii.argini ('41 

7 5 

6.1 

15.7 

11.4 

10.7 

8.9 

.16 Operating pnifillosatcs (91) 

112 

10 9 

21 5 

21 1 

11.9 

11,9 

17 Pn)filhcion;iaxio.s,alcs(9f) 

60 

4.7 

121 

00 

86 

66 

18 Tax provision to 







profit hetoie rax (9(.) 

27 6 

20.S 

0(1 

0 0 

9.2 

0.0 

.10 Profitafleriaxioneiworth 







ireturn on equity) (*4.) 

11.2 

12.1 

7 6 

8 1 

.57 7 

65.7 

4(1 Dividend ('41 

35.(X) 

XXX) 

.10(X) 


15 at 

12.00 

41 Earning pet shoie (Rs) 

97,79 

70,92 

11.48 

9 85 

11.84 

7.81 

42 Bookvaluepershan: (Rs) 

87.5.6 

647.2 

150.8 

1220 

24.0 

11.0 

41 P/Etttiio 

2.0 

8 1 

12 1 

.15.6 

18.4 

24.1 

44 Debt-equity ratio 







(adjusted fur revaliiatiim) (9E) 

15.4 

60 7 

85.1 

95 9 

2.1.5 

90.1 

45 Short term hiuikhorniwings 







to inventories (*4 ) 

0.0 

0.0 

0.0 

0.0 

21..1 

27 1 

46 Sumiry creditors to 







sundry debtors (91) 

96.4 

00.7 

68 4 

82 4 

129 8 

260 0 

47 Total leinuneratiiin to emplnycd 







to gross value added ('4) 

49.0 

52 7 

2.1.1 

25.2 

2.1.2 

22.4 

48 Total lemuneratiofl to einployee.s 







to value of production (96) 

11.5. 

ilO 

7K 

7,7 

18 

4.1 

40 Gross fixed asscK fonnalion (9b) 



26,6 


n.8 


.50 Cmwihtniflventones(%) 

24.47 


57.88 


76.05 



cdflitlwrdfti lypdimpe^ ^in^ien like copier, 
laser, bond and Others^ sMtMch account for 
90 per cent of its sales of paper, the balance 
coming from pulp board. SKC is currently 
the biggest manufacturer of copier paper in 
the industry. 

Production of cement for the year under 
review stmxl ut 5.64 lakh tonnes. According 
to the company, it would have been higher 
were it not for heavy rain in the factory area 
on account of which operations suffered. A 
new cement unit of 9 lakh tonne capacity 
was commissioned in March 1995, taking 
total installed capacity to 1.5 million tonnes. 
Ilic unit was set up with technical assistance 
of Blue Circle Industries pic. UK. The 
expanded capacity h<is a pre*hcatcr and a 
calcinator which will increase its operational 
efficiency significantly. 

Orissa .Synthetics, the company's polyester 
fibre division, enhanced capacity from 
2.1,(XX) tpa to 28.2(X) tpa in September 1994 
and is expected to further raise it to IS.OBO 
tpa by March 1996. High cotton prices as 
a result of a poor crop have turned more and 
more people towards synthetic fibre. A strike 
I n the last fiscal quarter of 19')4-95 adversely 
affected ihe working of the division, but the 
unit has now returned to normalcy. Growth 
will be maimaincd in the near future, with 
demand for polyester on the rise and the 
company’s plans to make value added 
products. 

The company introduced India's first 
cobalt tape. It has trebled production over 
the past few years and the plant has been 
working continually at over 100 per cent 
capacity utilisation. A GDR issue of S 55 
million was made successfully and will be 
utili.scd for funding a part of the expansion 
plans with the rest of the need being met 
through internal accruals. 

The company was accredited with ISO 
9(XX> cenification for all its divisions. JK 
P^per is the first paper mill in India to 
receive ISO 9001 certification. Lakshmi 
Cement h.^s rccievcd ISO 9002 certification. 
JK Magnetics is the first and only unit in 
the industry in India to rccicvc LSO 9002. 
In the previous year, the company’s Orissa 
Synthetics hud been the first unit in the 
synthetic fibre industry to recicvc ISO 9(X)2 
for its entire range of products. 

TVS SUZUKI 

New Models 

TVS Sii/iikt clo.scd the financial year ended 
March 1995 with a sales turnover of Rs 409 
crorc as against Rs 272 crore in the previous 
year, a rise of around 50 |icr ecpi Net profit 
stood at Rs 12 crorc. up from Rs IX crorc 
in the previous year, a^isc of 77 per cent. 
It would have been higher were it not lor 
n tax provision of Rs t crore as against .i 
/CIO tax provision in Hie previous year. A 



dividend of 25 per com has been recom> 
mended by the dircct«irs against i 2 per cent 
in the previous year. 

TVS Suzuki, promoted by Sundaram 
Clayton of the TVS group in 1982. wa.s the 
first among the Indu-Japanese two-wheeler 
joint vcnluics to set up oper.'itions in the mid- 
1980. It has a technical collaboration with 
Suzuki .Motor Company of Japan which 
holds it 2.1 per cent slake. The promoters 
hold 32 per cent with linancial insiituiion.s 
holding 22 per cent and the public 20 per 
coni The company wa.s the iirst to launch 
llic i(X)cc Japanese motorcycle in India, hut 
lo.st out to Yamaha and Hero Hontla on the 
way. The plummeting ot the rupee-yen 
exchange rate and a heavy import content 
resulting in heavy import duties affected 
profit margins adversely In addition, 
problems in fuel efficiency led to the 
company being almirsi w riitcn off. The final 
blow came in ihe form of a 100-day ioek- 
cHit m 1990. January 1991 saw the company 
come out with a revival package ba.scd mainly 
on consumer {nefcrences. Instead ol catering 
lo a broad mass as in the pan. the motto now 
was to conccniraic on specific products for 
dilfcrent target groups. Thus was launched 
ihe .Max itX). the economy mcxtel. Max 
l(X) K, the rural version. Samurai, Ihe high 
fuel efficiency hike, and Shogun, a high 
jHiuered sleek hike targeted at the younger 
group In the mopeds market Ihe company 
came out with TVS XL and TVS Champ, 
with the TVS Astra in the up market segment. 
In the sciKHcrs .segment it introduced the 
Se«)Oty I AO cc). The company also revamped 
the dismhuiion rK’i work reducing the number 
ot dc'ilcrs from 4(X) to 270 and developed 
high quality reliable vendors near its factory 
ill Hosur tor the manufacture ni critical 
componcnis. 

In 1994-9.5. among the three segments of 
2-whcclers. motorcycles have shown the 
highest growth of 44 per cent followed by 
sciMiicrs at 27 per cent and mopeds by 10 
per cent. With sales of 2.02 iakh vehicles. 
TVS Suzuki leads in the mopeds segment 
which has had total sales of S.22 lakh during 
l‘J94-95. The company commands a 39 per 
cent market share in the mopeds segment, 
ahead of Kinetic Engineering with a share 
of 2.1 per cent. The company's share in the 
highly competitive motorcycle segment has 
shot up from 8 percent in 1993-94 to 13.37 
per cent in 1994-93. 

Tlie company has a disadvantage in that 
it does not have a four-stroke engine unlike 
Its competitors Hero Honda and Bajaj Auto, 
which .ve more fuel efficient. But managing 
director Venu Srinivasan argues that the 
company ■ s vehicles satisfy the norms set out 
tor I *>96 and an electronic fuel injection 
system. u> he in pKicc by me vc.ir 2(X)0. docs 
away with the need for a four 'roke engine. 
The company has plans to revamp > is existing 
moped models and give them more power 
wiihoui sacrificing on fuel cffietoncy It 


pt^ tntfiiirodiico iJimf tew modebrifttbis 
segment by the end of Ihe year. 

The company plans to sell mopeds in 
Vietnam through Berkat Girporation, a 
Singapore-based trading firm, which has 
marketing infrastructure there. Selling up a 
plant in Vietnam is on the anvil after 
popularising its prixlticts. TV.S Suzuki will 
sell Astra 60 cc, the veriomatic two-seater 
bike with kick starter, which has ca|)tured 
the South American market. 

TVS Suzuki tv lo invest Rs 300 crorc over 
the coming feu years m keeping with its plan 
to capture 25 per cent of the two-wheeler 
market by the year 2fXX). The plan is to 
increase production from 2,90,000 two- 


wbeetm {{494-95^ lb One mHlioir m Ihe 
years. 

The cothpany has signed a 3.3 crore 
purchase agreement with CdnqHMerviskm 
G}rp(CV)af the US fur the use of the latter’s 
software to develop world class dnign for 
its new range of mopeds and scooters and 
reduce the lead lime from 24 months to 12. 

Likshmi AutoComponents, the company's 
subsidiary manufacturing components for 
the automobile industry, performed 
satisfactorily. It closed the financial year 
with a 46 per cent increase in turnover. Net 
profit grew by 79 percent leading Ihe directors 
lo recommend a dividend of 13 per cent 
against 12 per cent of last year. > 
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Privatising Natural Resources 

Jayati Ghosh 
Abhijit Sen 
C P Chandresekhar 


Having joined the globalisation bandwagon, it is not surprising that 
recent attempts at privatisation in India reflect the quintessential 
features of the process of using the state to transform natural resources 
into means for primitive accumulation by domestic and foreign interests. 


SELLING off productive assets has always 
been the last resort of the economically 
desperate. In these situations, the degree of 
desperation of the seller is usually inversely 
related to the price at which such assets are 
sold. The most piquant of such phenomena 
involve those who arc already very poor, 
who have little in the way of alternative 
sources of income or economic opportunity. 
Thus, the undervaluation of land and similar 
collateral in mortgage-based loans in rural 
India, whereby small holders are deprived 
of their paltry assets at prices far below their 
market value, is well known. Similarly, 
periods of severe economic hardship are 
typically associated with large-scale distress 
sales of assets among the population at large, 
and these .sales inevitably are accompanied 
by reductions in the ma^et prices of such 
assets. 

When such sales of productive assets are 
conducted not by individuals or groups but 
by governments of sovereign nations, 
however, matters arc entirely different. In 
these cases, as is becoming increasingly 
obvious, the privatisation of state-held 
productive assets can incorporate a whole 
range of considerations, of which fiscal 
difficulties constitute only one part. Hw 
wave of privatisation which has spread like 
a virus affecting governments across the 
world reflects not only the desire of these 
governments to earn some quick (and easy) 
money to ease budgetary constraints, but 
also the cunent ideological tendency which 
decries all publicly held institutions as 
inherently inefficient and prone to mis¬ 
management. The credibility of a govern¬ 
ment under this dispensation often Spends 
not on the logic of a specific policy or 
programme or its end result, but sitqply on 
the pursuit of ceitain policies irrespective of 
the consequences. 

Needless to say, this conservative 
idetdogica) environment often saves certain 
paialiri aims of those in power. States in 
capitalist societies, especially the less 
developed among them, have always beat 
important sites fdr primitive accomplidiai 
by the rich Mid the poweiftri. In an imder4,,. 
devetopc^ppoiion^ 

prtiwiriithiil.jtd hii 
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mechanism for channelling surpluses, 
garnered from an overwhelmingly poor 
populace, to the private sector. The fiscal 
strategy of the state - taxes and subsidies 
and pricing and investment policies - is 
geared to that end. With the capitalist class 
still nascent, this conversion of the stale into 
an instrument for primitive accumulation 
also allows those in political power to create 
their own capitalists, meeting in the process 
the needs of nepotism, clicntelism and the 
like. 

Indeed, there is mounting evidence - not 
only from developing countries but also 
from the formerly socialist economics as 
. well as developed industrial countries - that 
the privatisation of state-held assets can be 
carried out in a manner that inordinately 
benefits cetiain groups of purchasers and 
deprives the state (and therefore also the tax¬ 
payers) of the rightful value of such assets. 
The advantage that buyers enjoy in distress 
sales is compounded in the case of govern¬ 
ment sales by further gains from preferential 
treatment, differential access and other fea¬ 
tures which stem from closeness to the 
powers conducting the privatisation 
concerned. Given this, it is usually ceitain 
(privileged and powerful) domestic groups 
or individuals who are the main beneficiaries 
of a process from which ordinary citizens 
are the losers. 

More recently, the enhanced subordi¬ 
nation, through the aegis of institutions such 
as the IMF and the World Bank, of most 
less developed countries to the requirements 
of international financial and industrial 
capital has introduced a range of new players 
into the picture. Either directly as collateral 
for private sector balanceofpaymoits finance 
(as in Latin America, for example) or 
indirectly by making foieiga companies 
disproportionate beneficiaries of the sale of 
publicly held assets in the name of attracting 
foreigninvestmentandeamingscarceforeign 
exchange, private intemarioi^ interests are 
also gaining control over the assas in the 
developing world at prices that show signs 
of ‘enfant’ distress. 

Unfortunately not all assets in the unda- 
detwioped countries are equally valuibie, 
.O^iedri^ (d Iffiernational phr^. How- 
tr^,riicbeti<ma form of lai^ble weanh that 


since the industrial revolution has 
commanded the respect of capital, whether 
located in the metropolitan centres of 
capitalism or in the less well endowed 
periphery. And that is wealth in the form 
of natural resources that serve as rawroaterials 
or intermediates for a range of productive 
activities. It is this wealth therefore that 
tends to be targeted in any [rfiasc where an 
ability to 'influence' the state allows its 
policy to be directed towards furthering the 
process of private enrichment. 

Having joined the globalisation band¬ 
wagon, it is not surprising that lecem attempts 
at privatisation in India reflect the quintes¬ 
sential features of this process of using the 
state to transform natural resources into 
means for primitive accumulation by 
domestic and foreign interests through the 
relative undervaluation of the assets that are 
being sold. The fact that the sales here concern 
not produced assets which can be replaced 
but natural and often non-reproducible 
resources belonging ultimately to the people 
of India, lends a particular poignancy to this 
matter. In at least fair areas in the recent 
past there has been clear evidence of deals 
and attempts at deals for the transfer of 
publicly-owned resources to private hands 
on terms which are more than generous to 
the private parties and involve substantial 
losses in potential income as well as other 
costs to the public exchequer. 

One of the most blatant of such cases 
involves a deal which was struck more than 
two years ago, the details of which have only 
recently come to light. In 1992 the ministry 
of petroleum and natural gas asked for ‘ofTers’ 
— essentially from foreign investors - to 
develop certain proven oil reserves held by 
the ONGC. It is impoitant to remember that 
the ONGC itself has been converted from 
a statutory authority into a public limited 
company and, following upon this, an 
estimated 20 per cent of its equity has been 
sold to private agents at prices which are as 
yet undisclosed. The equity of the ONGC 
which stood at Rs 343 crore in March 1993 
was far below both its *na worth’ of as much 
as Rs 19,613 crore or the value of its proven 
reserves and production of oil and nMural 
gas. and it may be inferred that the sale of 
diisequityprovidedawindfall to the fortunate 
private purchasers. 

Hiisdi vestment of shares notwithstanding, 
the critical aspect of private gains in this 
sector has come from another source - the 
effective sale of proven oil and natural gas 
reserves of the public sector to private 
companies. The main settlement in this area 
is the agreement signed in 1992 by the 
government of India, the ONGC and the 
multinational company Enron in col- 
laboratkm with Reliance Industries. This 

resulted in a new company - of which 
the ONGC is a minority shareholder without 
any real say in decision-making- to develop 
the (difieids of Mukta and Panna. These 



Helds had earlier been discovered, explored 
and proven by ihcONGC, which had incurred 
substantial costs in setting up drilling 
capacity, platlornis andother facilities. These 
costs were uliimalcly borne by Indian tax¬ 
payers. through government financing of 
such exploraiion and development. The 
agreement, however, in ns provision for 
returns to costs, effectively wipes out all 
earlier costs as well as some still being 
incurred at prcscni by the ONGC, and offers 
no return to such expenditure. Instead, the 
contractor (Enron/Reliance) will be entitled 
to recover all costs ai the rate of l(X) per 
cent per annum, until the specified Cost 
Recovery Limit is met. This sum, which is 
more than US .$ .S77 million, is likely to be 
reached only alter live or six years of 
priKliiction. until which lime neither the 
governmcni ol India nor Ihc ONGC will 
have any claim on ihc oil produced. This 
means that ONGC will have to contribute 
40 per cent of the capital for the new company, 
but will still have to wan lor its share of 
■profii oil', and this Iiki is dependent upon 
the decision ol the contractor whocan decide 
when actual commercial production is to 
Stan 

This agreement therefore hands over to 
Enron/Reliancc the already proven and 
developed rich oilfields ol Muktn and Panna 
at what amounts to not even a throwaway 
price, since Enron and ns Indian partner are 
saved the entire burden and cost of 
exploration and discovery, and even of 
development of the oilfields. The argument 
that Ihc continued running and exploitation 
of these oilfields would not have been 
possible without the entry of loreign pnvaie 
parties is totally specious since the large 
proliisof thcONGC us well as the high value 
of Its owned as.sets would have made it easy 
lor the ONGC to raise the capital required 
for this through borrowing. It was actually 
prevented Irom doing this and instead this 
compliealc'd and adverse arrangement was 
arrived al. Since the oil sector is one of the 
most protiiable in the world even alter 
absorbing the very large costs ol exploration 
and development, the protiiability ol this 
venture without such costs can be easily 
imagined. Yet the simple provision of 
readymade prolits in already developed 
oiHiclds was surely not the purpose of inviting 
foreign invc.siment intolheoil sector. Rather, 
the argument has been that the Indian govern¬ 
ment simply docs not have the funds for the 
massive investments required forcxploralion 
and development II the more dilTicult and 
expensive pan ol the process .still has to be 
finaoced by Indian tax-payers, only to be 
translcrrcdio(primanly) foreign hands once 
the prornabiliiy is evident, then the process 
does not represent Ihc success of Ihc new 
economic strategy so much as a public fraud 
ol gigantic proportions. 

A scam on nearly a similar scale is evident 
in the attempted sale of a mine in Bailadilla 
in Madhya Pradesh which is currently 
creating much controversy. This lime the 
natural re.source concerned is iron ore, and 


the public scclorlmdertaking involved is the 
National Mineral Development Corporation 
(NMDC). The pattern is very similar: once 
again, a joint venture is sought to be set up 
in which the NMDC will be a minority 
shareholder, with 89 per cent of the shares 
being held by Nippon Denro Ispal (NDIL) 
in which the Mittal group holds the 
controlling share The only significant 
di ffcrencc IS that this time the pri vale benclici- 
aries arc predominantly Indian, with the 
foreign (Japanese) participant holding a 
minority share The mine in question is No 
I IB, one of Ihc most profitable iron ore 
mines of the NMDC, with more than two- 
thirds ferrous content. The mines were 
di.scovcred after 12 years’ exploration work 
by the NMDC and, cumulated over the last 
two decades, have already fetched a net 
profit of Rs 1.764 crorc. However, the deal 
envisages handing over the facility to the 
new company lor only Rs 16 crorc, to become 
a captive mine of the NDIL steel unit. 

This is clearly a settlement which is against 
the interests ol the NMDC. which has been 
prevented from cither using its own earned 
profits or raising resources through other 
means to finance expansion and which has 
had to part with one of its most productive 
mines for a piliancc. It also indicates the 
.strength of thecurrent discrimination against 
Ihc public sccior steel units which have been 
denied the advantage of possessing this as 
a captive mine. At least one steel PSU, the 
Visakhapatnam steel plant, had expressed 
interest in acquiring Bailadilla mine No 11B 
without getting any positive response from 
the steel ministry. Instead, the minrstry's 
choice was finally a secretive and untendcred 
deal with a private party on terms which arc 
more than generous to the pn vate contractor 
and costly Ibrthc public sectorunitsinvolved. 
There has been widespread criticism of this 
agreement, not only by Ihc NMDC 
management and labour unions, but also by 


the Madhya Pradesh government as weli as 
other independent observers and in 
parliament. These criticisms - which have 
held up the finalisation of the agreement thus 
far—have main! y concentrated on the closed 
and surreptitious nature of the deal which 
therefore carries with it a strong whiff of 
likely corruption, pay-offs and similar 
influences with which Indian citizens are 
now only loo familiar. While these factors 
may well be operative, the close similarities 
of this with the ONGC settlement with Enron/ 
Reliance suggest that there is a pattern to 
these agreements which transcends the 
immediate kickbacks aceming toindi viduals 
or groups. 

This suspicion is confirmed by tfie recent 
proliferation of similar contracts that are 
being negotiated between various public 
sector units and state governments on the 
one hand and private (often foi’^ign) parties 
on the other, specifically with reference to 
extractive indu.stries. These may not be as 
extreme as the deals discussed above in 
terms of the highly skewed nature of the 
contracts and the loss to public units, but 
they reflect the same broad approach to the 
appropriation of natural resources previously 
controlled by public undertakings. Thus the 
Orissa Mining Corporation (OMC) has 
signed a memorandum of understanding with 
the private sector Mesco group, which plans 
to build a steel plant in Orissa, to .set up a 
joint venture company (once again with 
minority public sector shareholding) to mine 
iron ore. This involves handing over live 
small iron ore deposits, all of which have 
already been explored and tome of which 
have been developed by OMC. While the 
mines poncerned are smaller in size and 
slightly lower in ferrous content than the 
Bailadilla mine No I IB. their transfer is part 
of the same broad process of handing over 
established mineral re.sources, whose very 
pre.sence has been discovered by expending 
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puMio tanidi t» private who'1^y« 
thereby been sav^ from incurring outlays 
on exploration and development. 

The controversial proposal to hand over 
degraded forest lands to the pulp and paper 
industry for plantations, which has been 
cleared by the environment ministry but has 
yet to get through the cabinet, is slightly 
different from these othei deals, but is still 
part of the broad approach of privatising 
available natural resources. This proposal 
envisages that the state-level forest 
development corporations would enter into 
a memorandum of understanding with certain 
private pulp and paper companies, in which 
forest land in units of at least 100 hectares 
would be leased out for 30 years at first and 
possibly for another 30 years later. The 
official excuse, as usual, is that budgetary 
constraints have meant that afforestation 
and forest regeneration schemes have had 
to be curtailed so that the ‘only option' is 
that of allowing private contractors to lake 
over. It has been argued that this would 
prevent the encroachment of forests as well 
as enable private industry to meet its raw 
material requirements easily. Howcver. thc 
scheme has been criticised because this 
amounts to subsidising private industry and 
handing over important land areas to the 
companies, even as it squeezes small farmers 
and reduces the access to these lands of the 
local communities who depend torlivciihood 
or some part of subsistence upon fuciwuod 
and minor forest produce. It would also 
jeopardise those farm forestry programmes 
under which tarmers are encouraged to 
produce wood for industry in a sustainable 
manner by planting trees between theircrops. 
In effect, this scheme violates the govern¬ 
ment's own National Forest Policy of 1988, 
hut it .still has some chance of being pressed 
through by this regime. 

What IS the rationale behind this very 
broad sweepof government policiesdirccted 
towards privatising publicly-held natural 
resources? While graft and kickbacks 
accruing to those in control may be important 
elements in explaining the details of 
individual deals, they can explain at best 
only a part of the general pattern. Nor can 
fiscal diinculties be upheld as the genuine 
cause of this spate of resource privatisation, 
since in mo.st cases these resources are being 
transferred to pn vatc hands at effective prices 
well below their real valuation, and imply 
losses of potential revenue from these assets 
as well. What seems to matter is the 
government's acceptance of a policy regime 
thatii..iKesthc 'fiscal retreat' ofthesUMeand 
foreign and domc.siic private investment the 
central features of its growth strategy. The 
widely publicised belief that public sector 
enterprises simply cannot manage natural 
resources efficiently or make the best and 
most cost-effccti veuseof them isoneelement 
of such a regime that legitimises privatisation 
as an end in itself. So is the view, assiduously 
nuturedby the government, that winning th^; 
'conficfencP' of the private foreign investor 
and ensuring therwy the inflow of large 
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route to successful development and therefore 
an indicator of economic succcssitself. These 
‘beliefs' imply the dismissal without thought 
of the argument that the inadequacies of 
public sector units managing natural 
resources can in most cases be attributed to 
the fact that they have been starved of 
investment funds by the government and 
have actually been prevented (by the 
ministries concerned) from undertaking 
expansion plans with their internal resources 
or by raising funds in capital markets. 

This tendency to dismiss alternative 
perspectives by the government has been 
heightened in practice by the failure thus far 
of two of the critical planks of the present 
government’s programme of 'economic 
reform’: privatisation and the need to attract 
foreign investment. The privatisation 
programme of the government has over the 
years 1991-92 to 1994-95 yielded receipLs 
estimated at Rs 10,188 crore or an annual 
average of Rs 2,547 crore. Compared with 
the net increase in its internal debt of well 
above Rs 20,(XX) crore in 1993-94 and 

1994- 95, this is an extremely small sum. 
Thus pn vati.sation as a proclaimed means of 
reforming the fiscal regime has hardly been 
successful. Not surprisingly, the government 
has chosen to raise the budgeted receipts 
from privatisation to Rs 7,000 crore in 

1995- 96. However, with the stock markets 
witnessing a prolonged period of slack there 
is little hope of this year's privatisation 
taking off. Overall, there have been three 
problems faced by the privatisation exercise. 
First. It has proved impossible to divest 
share.s in the poorly performing pubi ic sector 
corporations, and an Initial effort at clubbing 
such shares with those of profit-making 
companies discounted the pnee of the latter 
to a degree where the press was flooded with 
stones of a virtual .scam in the sale of public 
assets. Second, even in the case of relatively 
successful companies the government has 
on occasion not been able to obtain bids that 
match the reserved price that it has set for 
saleof .sharesof such companies. Andfinally, 
prcci.scly at a time when an unsustainable 
increase in its borrowing requirements forced 
the government to expand the scale of its 
privatisation programme, the market has 
turned lukewarm in terms of both the price 
It is willing to offer and the volume it is 
willing to take. 

The sense of 'failure' generated by this 
tendency has been aggravated by the 
experience with the other main plank of the 
government's 'reform' programme: namely, 
the drive to attract foreign capital into (he 
country. This has been seen as necessary to 
nil numerous gaps which constrain economic 
growth: the saving gap, which would be met 
by the inflow of foreign saving; the foreign 
exchange gap, which would disappear 
because of the money brought in by foreign 
investors; and the technology gap, because 
foreign investors will bring in international 
front-of-the-line technt^gy in critical areas 
of imDdiiction. In all of these areas, and 
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! pafticutariy'ihe last, nw i^'iiinowteve 
been woefolly short ofi expectations.The 
inflows that have had a substantial impact 
on the balance of payments have been those 
of portfolio capital which is now widely 
accepted as less stable and less desirable 
from the standpoints of economic growth 
and sustainability. By contrast, the total actual 
FDI inflow in the four years from August 
1991 to May 1995 amounted to a paltry 
Rs 8,646 crore. While FDI approvals (as 
opposed to actuals) have increased 
substantially over the past few years, even 
these are not all (hat large in relation toeither 
domestic saving and investment or the overall 
capital account of the balance of payments. 
Thus, excluding the issue of global de^sitoiy 
receipts by Indian companies abroad. FDI 
proposals approved in 1994 totalled only 
Rs 8.890 crore, marginally above the 1993 
figure of Rs 8,860 crore. Even these are 
mainly in areas which have not been con¬ 
sidered priority areas for foreign investment 
insofar as the provision of newer and more 
sophisticated technologies is concerned, and 
very little of it has been in longer term 
investments which involve large outlays of 
capital. Thus, in the past four years, only 
Rs 386 crore worth of FDI proposals have 
been approved in (he oil and hydrocarbon 
sector—and this amount includes the Enron/ 
Reliance deal over the Mukta and Panna 
oilfields. 

The failure of the government to push 
through Its strategy of privatisation on the 
one hand and attracting foreign investment 
on (he other has had two major con.sequenccs. 
First, since these were expected to contribute 
to a reduction in the government's fiscal 
deficit and to induce a degree of buoyancy 
in (he level of private investment, their 
inadequate realisation contributes to 
shortfalls relative (oexplicit or implicit fiscal 
and investment targets .set as part of the 
‘new’ economic programme of the govern¬ 
ment. Second, since (hey are (he principal 
planks of the reform programme, their 
‘failure’ begins to question the viability of 
the liberalisation process itself. Unfortu¬ 
nately, given the interests at work the world 
over, such failure never results in a 
reconsideration of liberalisation, but in (he 
argument that the process has not gone far 
enough. It is perhaps partly because of this 
perception that the government finds the 
need to put on sale natural resource based- 
assets at prices that no potential buyer, 
domestic or foreign, can refuse. What malters 
is not whether the exercise contributes to the 
objectives, such as resource mobilisation or 
rising private investment, (hat it set out serve. 
What is at stake is the credibility of the 
instruments the government has chosen for 
achieving its goals. In such circumstances 
it is not the end re.suit which malters. hut 
the pursuit of a strategy, whatever be the 
cost. That in the process the primitive 
accumulation dnve of powerful interests i.s 
abio served, converting social costs into 
private benefits, only whets the appetite of 
those who handle these instruments. 
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Post-Militancy Scenario in Kashmir 

Bairtg Puri 


There is a school of thought in India which will welcome it if the 
Pakistan-based militants in Kashmir continue their operations, for then 
the military aspect of the Kashmir problem will completely overshadow 
the political and moral aspects. The weakening of the Kashmir-based 
militant movement is encouraging this school to argue against any 
political measures to reduce the alienation of the people and in favour 
of further repression to force the people into total surrender. But the 
dividing line between demoralisation and desperation is a thin one and 
will it be in the interests of India to push the Kashmiri people over it? 


IF the situation in Kashmir is to be measured 
in terms of casualties of the militants, over 
60fl killings in the last two months should 
confirm the official claims about the 
improvement there. However, elimination 
of militants docs not always lead to elimina¬ 
tion of militancy. Nor is the end of militancy 
synonymous with the end of alienation. 

As long as depletion of the ranks of the 
militancy is replenished by fresh recruits, 
locally or from outside, the situation would 
hardly improve. Similarly some non-militant 
forms of expression of alienation can be 
more unmanageable and embarrassing than 
even militancy. The crucial question is how 
the vacuum created by decline of militancy 
is filled. 

Militancy il.self is a consequence of the 
vacuum created by the collapse of politics 
in Kashmir. The games that New Delhi played 
from 1984 to 1986, including dismissal of 
a duly elected government of Farooq 
Abdullah and his reinstal lation after he agreed 
to share power with the ruling party at the 
centre, did succeed in undermining the 
Kashmiri identity and the prestige of its then 
leader. The vacuum was filled by the 
emergence of the Muslim United Front 
(MUF). But when the MUF, too, was not 
allowed a fair chance in the battle of the 
ballot in 1987, it created an appeal for the 
method of the bullet. 

The JKLP which pioneered the militancy 
in the valley seized the opportunity to occupy 
the space vacated by Kashmiri nationalists 
and democratic politics. But within two years, 
the state government claimed that the JKLF 
had been wiped out. The vacuum did not 
last long. For mean whi le Paki stan t oo shi fted 
its support - in terms of supply of arms and 
training - to alternative outfits like Hi/bul 
Mujahideen. For the last one year, the Hizb 
has borne the brunt of the operations of the 
security forces and suffered heavy losses. 

During this period the disillusionment of 
the people with Pakistan also grew for a 
numberof rea.son.s. Shift in Pakistan’s support 
from pro-independence to pro-Pak groups 
and its exclusive reliance on Jamat-e-lslami. 
which disapproved of many of the religious 
beliefs and practices of Kashmin Muslims, 
and killing of leaders like Qazi Nisar and 


some ideologues of Kashminyat, allegedly 
by a pro-Pak outfit created a backlash of 
Kashmiri nationalism. As alienation with 
India had not declined meanwhile, nor were 
any measures taken to assuage the hurt 
feelings of Kashmiriyat, the clashing forces 
of Kashmiriyat and Islamic solidarity 
remained within the broad secessionist 
umbrella. 

Aside from the efforts that Pakistani 
agencies might have made to resolve 
differences between the two factions, the 
government of India loo contributed to 
imposing unity on them. The decision to 
hold elections in the state, without any 
understandingordialogue with any dissident 
group, was regarded as a move to thrust the 
traditional leadership on the state as has been 
the past practice. Despite their internal 
differences all the mililam groups and their 
overground leaders united in giving a call 
for the boycott of thcpolls. The postponement 
of the proposed polls gave an impetus to 
their morale and unity. 

The way Chrar-c-SharicI crisis was 
handled by the Indian government has a far 
greater unifying impact on the secessionist 
groups. As nobody in Kashmir believed in 
the official version about the responsibility 
forlhe tragic incident of burning of the most 
sacred shrine of the valley, the degree of 
alienation also increased. Thus whatever 
might have been gained in anti-militancy 
opcration.s was lost on the political and 
psychological front. 

It was under the.se circumstances that the 
JKLF had to rejoin the Hurriyat which added 
to the latter’s respectability and representative 
character. As Jamat-e-lslami joined in 
popular protest against the burning of the 
shrine, its reservations about the sanctity of 
Sufi shrines was condoned by votaries of 
Kashmiri Islam. Though it still stands lor 
Kashmir’s accession to ^kistan. it has agreed 
to abide by the verdict ofihe people. Hurriyat 
also withdrew its condemnation of the use 
of Gandhian methods like fasts adopted by 
the JKLF chief Ya.sin Malik. 

The dividing line between Kashmiriyat 
and fundamentalists has thus been blurred. 
But a line has now been drawn between 
Kashmir-based and Pak-based groups mostly 


comprising non-Kashffiiiis.’nwIatterinclude 
Harkatul Nisar, Lashkar Toeba and Al 
Farhan. Hurriyat leaders disapproved of the 
ban by the Harkat on the Amamath yatra 
and the series of bomb blasts in Jammu 
which it owned. They also condemned the 
kidnapping of the five foreign tourists by 
the Al Farhan and organised a successhil 
bandh to protest against the killing of the 
Norwegian hostage. 

How sharp is this divide and how long 
it will last will depend on the capacity of 
the Hurriyat to withstand the pressure from 
both the sides - India and Pakistan - and 
to provide effective leadership to th€ people 
and the militants in the valley. Already 
Pakistan agencies arc maintaining varying 
degrees of influence on and contacts with 
its constituents. The division of the 
secessionist camp may be partly under a 
tactical understanding. 

The Kashmir-based militants are equally 
handicapped in facing the Indian offensive. 
The security forces have established a clear 
edge over them. The supply of local recruits 
is dwindling. The yearning tor peace among 
the people is also growing. Arc Kashmiri 
leaders in a position to articulate the popular 
mood and agree to initiate a dialogue with 
the non-Kashmiri Muslim communities of 
the state and the government of India to 
explore possibilities of an honourable 
settlement which may eventually involve 
Pakistan.' Or will they allow Pak-based 
militants to continue their war on their own 
volition on account of lack of response. 

There is a school of thought in India which 
will welcome the latter pro.spect. For the 
military aspect of the problem will then 
completely overshadow the political and 
moral aspects which it believes suits India. 
In fact the weakening of the local militant 
movement in the valley is encouraging this 
.school toargucagainst any political measures 
to reduce the alienation of the people and 
in favour of further repression to force the 
people into total surrender. But there is a 
very thin line between demoralisation and 
desperation. Is it really m the enlightened 
self-interest of India to push people to the 
latter course? 

The cost of subjugating an alienated, 
humiliated and fanaticised people will 
become increasingly prohibitive. It will 
undermine the moral, secular and demo¬ 
cratic basis of the Indian nation apart from 
the economic co.sts and diplomatic 
humiliation. 

The stakes for Kashmir are even more 
serious For as the ground between Indian 
security forces and the foreign militants 
shrinks, there will be no room left for its 
identity and dignity. More Kashmiri blood 
will be shed and more Kasiunin lives will 
be endangered. The choice tor the people 
may eventually be reduced to be ruled either 
by, say, a Mast Gul or a stooge of DelhL 
This scenario is not inevitamc provided 
those who matter in New Delhi and Srinaw 
are conscious of their owp enlighieimd 
interest and knowhow to assert it, ' 
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In an overall assessment of the economic situation, thi continued tempo 
of industrial recovery, despite the prospects of a slow-down, is a matter 
of satirfaction. However, persistence of inflation for this and the next 
year and widening fiscal and trade gaps are matters of concern. 


An Overview 

SURPRISES in the economic sphere have, 
by and large, been conspicuous by their 
absence during the last six months. For the 
year ending March 31, 1995 our current 
estimate of the growth of real GDP(at factor 
costs) is about 5.8 per cent. The rate of 
inflation based on the wholesale price index 
(52 weeks average) has actually turned out 
to be about 10.8 per cent. Merchandi.se 
exports in USdollars appear to have increased 
by nearly 20 per cent over the preceding year 
whereas the growth of imports in dollars has 
been of the order of about 22 per cent. Trade 
balance appears to have widened from about 
US dollars 1.2 billion in 1993-94 to about 
USdollars 2.1 billion m 1994-95.The current 
account deficit has also corrcspondinglv 
widened. However, since the lorcign 
currency assets currently stand at a 
comfortable level ot about US dollars 19 
billion, this widening current account deficit 
poses no immediate problem. As more recent, 
revised and firm information comes in, our 
prognosis of the state of the economy made 
in March 1995 is getting confirmed, more 
or less, in all its dimensions (Economic and 
Political Weekly. March 25, 1995). Thus, 
our overall view of cautious optimism 
remains valid not only for 1994-93, but also 
for the current fiscal year, 1995-96. 

For this year. 1995-96, our forecast for 
real GDP growth stands at 5.7 per cent with 
a strong possibility of the rate exceeding the 
6 per cent mark during the next year (1996- 
97). While real fixed capital formation is 
likely to rise by a little over 8 per cent in 
both the years, the growth rate of total capital 
formation would be about one percentage 
point higher. The rate of inflation is likely 
to be about 9 per cent this year and a 
percentage point tower next year. Fears of 
higher inflation during the current year are 
looming large due to populist expenditures 
launched in view of the forthcoming general 
electionsto parliament. During l99S-96,the 
dollar value of exports is likely to grow by 
nearly 17 per cent and next year, by about 

[Note p re pared by Institate of Economic Ofowth 
(lEO) and Delhi School of Economics (DSB) 


15 per cent. This is going to be accompanied 
by increase in the merchandise import in 
dollars by about 25 percent in 1995-96 and 
by about 19 per cent in 1996-97, These 
imply a trade gap of the order of about 5 
and 7 billion dollars in the years 1995-96 
and 1996-97 respectively. The current 
account deficit will correspondingly be of 
the order of about S3 billion in 1995-96 and 
a bit less than $5 billion in 1996-97. 

II 

Output and Prices 

The tempo of growth has been considerably 
strengthened by continued good conditions 
in the agricultural sector due to the eighth 
successive favourable south-west monsoon. 
Fears of a poor monsoon at the start of the 
year have now turned out to be false. Rains, 
though delayed, have turned out to be normal 
or even betterinteimsofcoverage ofdifferent 
parts of the country. The traditionally drought 
prone regions of Rajasthan and southern 
Andhra Pradesh (Rayalseema) have received 
more than their normal rains. While Orissa 
and Maharashtra were deficit till August 
end. these regions too have now had more 
rains and perhaps reached thcirnormal levels. 
Our forecast assumes just normal rainfall 
givingagrowihraicof2.l per cent for 1995- 
96 as compared to 2.4 per cent in 1994-95 
and 2.8 per cent in 1993-94. if the south¬ 
east monsoon in October-November also 
turns out to be as good, agricultural sector 
may grow at a higher rate pushing the overal I 
GDP growth rate to a level slightly higher 
than that predicted. For 1996-97, growth 
rate of the agricultural GDP is projected to 
be about 2.7 per cent, if rainfall is normal. 

Growth in the industrial sector is subject 
to substantial improvement in the 
performance of the infrastructure sector. 
Infrastructure sector is poised to at 
about S.S and 6 per cent in the current and 
next year respectively. This may not be able 
to sustain a high tempo of growth in 
manufacturing. Though public sector 
investment is, ingeneral, unlikely toinciease 
by more than 2 or 3 per cent in real temu 
dbe to continued high inflation, real private 
sector investment is expected to grow by 
about 7 or 8 per cent. This implies that real 
fixed capiul formation grows by over 8 
per cent in 1995-96 and 1996-97 compared 
to about S and less than 8 per cent in 


formation is poised to gebw ^ over 9 per 
cent per annum. Under the circumsunces, 
manu-facturing GDP is expected to grow by 
over 8 per cent for 1995-96 and l9%-97, 
a rate somewhat slower than that (9 percent) 
in 1994-95, a year of substantial revival 
from a lower base in 1993-94. 

With a satisfactory performance in 
agriculture and industry, the demand for 
economic services is likely to keep in step. 
Cortsequently our forecast is that this sector 
will grow by 7 to 8 per cent during the 
current (1995-96) and the next (1996-97) 
year which is in alignment with the 
performance of this sector in 1994-95. This 
year (1995-96) being the election year, 
expenditure on public administration and 
defence, including that on .social services 
under various schemes will result in increased 
level of activity under this sector. The rate 
of growth of GDP in public administration 
and defence is thus likely to exceed 6 per 
cent for the current year. For 1996-97 the 
growth rale is predicted to be just 6 per cent. 

One issue which has been righdy worrying 
policy-makers, especially those in the 
Planning Commission, as well as economists 
in the country, is the decline in the rale of 
saving. The poor slate of public finances in 
the states as well as at the centre adds to this 
problem. This is particularly important as 
regards availability of resources for 
investment in social and economic 
infrastructure. In the wake of the Enron 
affair, setback with regard to inflow of 
foreign direct investment, particularly in 
infrastructure, appears to be quite likely 
though this may be only a temporary 
phenomenon. In the absence of adequate 
capital formation in the infrastructure sector, 
bottlenecks will quickly emerge, as they 
already have, with improvement in capacity 
utilisation. This is bound to affect adversely 
not only industrial growth but also exports. 

The fact that elections for the parliament 
are now no more than six months away does 
take its own toll. In his independence day 
speech, the prime minister has already 
committed at^t Rs.40 billion for various 
schemes for the poor, leaving little resources 
for investment in the public sector besides 
throwing public finances, in general, out of 
gear. During the first five months of this 
ftnanclsd year, the net RBI credit to the 
centra] government has risen neatly by Rs. 
160 billion compared to a much smaller 
figure for the corresponding period last year. 
Despite this restraint last year, money supply 
(M,) rose by an unprecedented rale of over 
21 per cent largely due to foreign inflows. 
Tlim are thus indication that our assumption 
that M, will grow only at about 18 per cent 
in 1995-96 and at a still lower rate of 17 
percent in 1996-97may turn to beoptimistic. 
Obviously, if the trend of the recent months 
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cominues, monetary expansion will be much 
higher and hope of even a gradual 
deceleration in inflation could be belied. 

In our forecasts, (he prices of agricultural 
products are likely to increase at a much 
lower rate than in 1994-95. The rate of 
increase is likely to be in the range of 9- 
lOpcrccntin 1995-96and 1996-97compared 
to about 13 per cent in 1994-95. Increase 
in the procurement prices of fotxlgrains has 
been of the order of 4 per cent in 1995-96 
compared to an average of about 15 per cent 
during first half of 1990s The stock of 
toodgrains with the government agencies is 
presently us high as 35 billion tonnes. While 
thc.se factors would have a favourably 
depressing impact on prices of agricultural 
items, shortage of some critical items like 
pulses could have an opposite impact. 
Similarly the prices of manufactures arc 
likely to increase at a lower rate in 1995-96 
than in 1994-95 as the energy-mineral 
related administered prices are assumed to 
increase at a slower pace (7 per cent) than 
in the last few years {over 10 per cent). 
However, the international oil price 
situation could push up (his rate. On balance, 
our forecast indicate an increase in the price 
of manufactures at the rate of about 9 and 
8 {jcr cent in 1995-96 and 1996-97 res¬ 
pectively in contra.st to nearly 11 per cent 
in 1994-95. 


be' seen along with' the ifiMct that fnd}&*s 
external debt is steadily increasing towards 
the 100 billion dollars mark. During the 
four-year period beginning next year India 
IS due for repayment of 24 billion dollars 
implying an average repayment of 6 billion 
dollars per year. With 3 to 5 billion dollar 
current account dellcit in 1995-96 and 1996- 
97 and even larger dcficil in the subsequent 
years, annual total payments burden could 
well be of the order of 10 billion dollars. 
In such a situation, the current foreign 
currency assets of the order of 19 billion 
dollars do not appear to be sufficiently 
comicrtable. 

Growth ot exports at the rate of 28 per 
cent during the first quarter of 1995-96 is 
clearly out of line with 16 per cent growth 
as predicted by our model. 38 per cent 
increase in imports during (he first three 
months of this year too is way above 20 per 
cent, the rate projected by us. Our forecast 
of trade gap of the order of about 5 billion 
dollar in 1995-96 would also stand revised 
upwards with ail its forbidding consequences. 
While we have yet to watch (he situation as 
it unfolds, It is quite likely that in (he 
subsequent quarters, export and import 
growth may decelerate, ‘By how much?', it 
is hard to foresee. One thing that is in any 
case clear is (hat over the next two to three 
years, growth of exports will remain about 


iAiout 21) per cent per ytit - both in dollar 
terms. 

In making the foregoing forecasts we are 
guided by.a number of empirical judgments. 
First, we assumethat the domestic production 
of crude will steadily increase from about 
33 million barrels in 1994-95 to about 50 
million barrels in 1999-2000. Wealsoassume 
(hat the rate of import duties in aggregate 
will (his year record a further decline by 
about 10 percent and then stay unchanged. 
Similarly, export subsidies will this year 
decline further and then remain unchanged. 
World real income is perceived to grow by 
a little over 3 per cent per^ear ovrt- the next 
four years according to LINK forecast. We 
have also allowed for a moderate 
(approximately 2 to 3 per cent) depreciation 
of the rupee against the d?Ilai. Recently 
exchange rate is hovering around Rs 32 per 
US dollar. However in mid-September 1995. 
rupee plunged clo.se to Rs 34 against US 
dollar which some circles believe to be a 
temporary phenomenon. It is interesting to 
note that we assumed Rs 33 per dollar for 
1995-96 in our March 1995 forecasts. We 
have now a.ssumed Hs 32 per dollar for 
1995-96and Rs 33 for 1996-97. But. perhaps 
a larger measure of depreciation may become 
necessary to keep imports restrained and 
trade deficit in check.- This, however; has 


III 

Trade and Balance of Payments 

Turning now to the external sector, we 
observe mixed signals. Duting the first 
quarter of this fiscal year (April through 
June 1995) export earnings have recorded 
an unprecedented 28 per cent increase in 
dollar terms over the corresponding period 
of last year. At the same time the import bill 
in dollars has also gone up by nearly 38 per 
cent. The fact that a good part of imports 
comprise of capital goods, industrial 
components and POL products has to be 
juxtaposed with favourable performance of 
the economy. Also, important to note is (he 
fact that pnees of POL products in the world 
have shown a significant upswing recently. 
Whereas these prices actually declined by 
a little over 4 per cent during 1994. they arc 
likely to go up by 7 per cent in 1995 and 
by a little over 6 per cent in 1996. What is 
worse, there arc indications that these prices 
will maintain an annual increase of 5 to 6 
per cent till the early years of the next 
century (millennium) according to LINK 
foreca.sts. That this steady upward trend 
should occur when at long last India is 
witnessing a measure of economic recovery 
IS not at all good news particularly as there 
IS concern for domestic price stability. 

The widening trade gapand its implications 
for the current account deficit has also to 


Table I. Proouction. Capital Formation and Prices 
(Financial Year- April I -March 31) 


<Rs billion) 


llcms 

1993-94 

g 

l994-9.'5 g 

1995-96 

g 

1996-97 g 

Production (Factor Costs) at 1980-81 Prices 

694 i 

2,8 

710,9 2.4 

725.7 

2.1 

744 9 

2.7 

Agricultural and allied activities 
Manufacturing 

(694 1) 
463.0 

34 

(710.7) 

504.4 9.0 

547 1 

8.5 

591 2 

8.1 

Infrastructure 

(464.2) 

339.9 

4.1 

(504.6) 

3.57 7 5.2 

377.0 

5.4 

400,2 

6.1 

Services 

(341.3) 

696.9 

6.4 

(359 9) 

748.6 7.4 

803.5 

7.3 

867.2 

7.9 

Public administration and defence 

(704.0) 

125.1 

4.3 

(744.8) 

132.2 5.7 

140.6 

6.3 

149.0 

6.0 

Total GDP 

(126.9) 

2319.1 

4.2 

(133.0) 
2453.9 5.8 

2593.9 

5.7 

2752.5 

6.1 

(23304) (24.S3.I) 

Capital Formation (Total of Industry of Use) at 1980-81 Prices 
Fixed 447.6 5.2 482.4 7.8 

522.4 

8.3 

565.6 

8.3 

Total 

(468.1) 
489.7 - 

■0.97 

.534.6 9.2 

582.7 

9.0 

6.38,5 

9.6 

Money Stock (M,) 

(479,4) 

4343.9 

18.4 

5264.9 21.2 

6212.5 

18.0 

7268.7 

17.0 

Wholesale Price Indices: 1981-82 
Agricultural products 

»100 

270 8 

7.7 

305.5 12.8 

335.7 

9.9 

367.7 

9.5 

Manufactures 

(271 5) 
243.9 

7,2 

(307.8) 

269.9 10.7 

293.7 

8.8 

316.4 

7.7 

Alt commodities 

(243.2) 

247.9 

8.4 

(268.6) 

274.7 10.8 

299.1 

».9 

323.6 

8.2 


(247.8) 


(247.6) 






Notes- (i) g: Growth Rale in per cent 

(ii) Figures in parentheses under Production and Capital Formation are Central Statistical 
Organisation's Provisional Estimates for 1993-94 and Advanced Estimates for 1994-95. 

(iii) Figures in parentheses under Wholesale Price Indices for 1993-94 and 1994-95 are 
official figures. 
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inij^iciitions ’fbr dfimutic pdn 
expoifs and growth. There are trade-offs 
which will have to be appraised carefully. 

Our estimates of exports, imports and trade 
deficit presented earlier are based on customs 
data (Directorate General of Commercial 
Intelligence and Statistics). These do not 
account for non-dutied and non-dutiable 
imports and lags between shipment of and 
receipts for exports. We have assumed 2 per 
cent and 3.5 per cent upward margin for 
exports and imports respectively to arrive 
at trade deficit according to balance of 
payments (BOP). These margins are in 
alignment with recent figures. Taking these 
margins into considerations, our estimates 
of trade deficit on BOP account turn out to 
be over 5 and 7 billion dollars for the years 
1995-96 and 1996-97 respectively. These 
estimates arc obviously higher than those 
based on customs data. Accounting for 
invisibles of (he order of 2 4 and 2.K billion 
dollars, currcni account deficit lums to be 
about .3 and 5 billion dollars in the years 
1995-96 and 1996-97 respectively. 

In this context wc like to point nut that 
trade delicit (customs) projected by us for 
1994-95 is close to estimates provided in the 
just released Reserve Bank of India's (RBI) 
Annual Rt'/wrifor /994-9.5. but trade deficit 
on BOP account is oft by a wide margin. 
This IS «)n account ot larger margin (nearly 
8 per cent) on imports (customs) and a lower 


(im ihlin i p^ 'cd)i)' ori 
(customs) assumed by RBI for 199^95. 
Consequently, the RBI estimate of trade 
deficit (BOP) IS close to '4 billion dollars in 
1994-95 in contrast to our estimate of 2.5 
billion dollars. If this trend in the margins 
continues, trade deficit (BOP) for the 
subsequent years would also be larger. 
Another point to be noted in this context is 
that net invisible for 1994-95 according to 
RBI estimates is about 1.9 billion dollars. 
This IS higher than our estimates of nearly 
one billion dollars. Consequently, our 
estimate of currant accoum deficit for 1994- 
95 is lower (close to 1.6 billion dollars) than 
the recent RBI estimate (about 2 billion 
dollars). 

IV 

Medium-Term Structural Ratios 

It may be worthwhile now to turn briefly 
to the behaviour some of the ‘great ratios' 
over the next few years. As proportion of 
gross domestic product at market prices, 
gross investment (total of using sectors) 
increases from 20.7 per cent in 1995-96 to 
about 22 2 per cent in 1999-2000. 
Government final consumption expenditure 
rises from I.T per cent to 14 per cent over 
the same period. Private final consumption 
expenditure moves very slowly from 76.5 
per cent to 76.9 per cent. Exports (customs) 


. thcfiease from 9.0 to 1015 p« cent - for the 
first time in double digit since the late 1950s. 
But imports (customs) also record an increase 
from 10.4 to over 13 per cent. Trade deficit 
(BOP) rises from 1.6 to 2.8 percent, whereas 
the current account deficit widens from less 
than I per cent to about 2 per cent. Public 
investment is likely to decline steadily from 
about 35.2 per cent to about 27.2 per cent 
as a share of total investment over the period. 

As regards the structure of production, (he 
share of agriculture in real GDP at factor 
costs declines steadily from 28 per cent to 
nearly 24.3 per cent. While the shares of 
manufacturing increases very slowly from 
21.1 to 22.4 per cent, (hat of infrastructure 
remains more or less unchanged at 14.5 per 
cent. .Services go up from 31 per cent to 33.6 
per cent and public administration is more 
or less stay put at 5.4 per cent until 1997- 
98. Thereafter it begins to decline slowly but 
steadily. 


Summing Up 

As stated at the very beginning, our 
prognosisof the economy is not .significantly 
different from what it was about six months 
back. This is becau.se during this penod 
(here have been neither any significant policy 
initiatives nor any major exogenous shocks. 
Both the ptility as well as the economy at 
present appear to chart a predictable course. 
Mon.soon has been good once again. Fiscal 
imbalances and high monetary expansion 
persist. Exchange rate more or less stays put 
where it has been for the last (wo years. On 
structural adjustment programme front, 
policy-makers have not come up with 
anything new. The international economy 
too has remained more or less docile. A 
few things of either small importance or 
temporary effect are, however, worth re¬ 
calling. llie Enron deal is off at the moment 
but there are ample indications that it will 
be reviewed and perhaps restored. The 
increa.se in procurement and cnerg mineral 
related prices have been so far in thecunent 
year of a lower order than in the past. 

In an overall assessment of the situation, 
continued tempo of industrial recovery, 
despite the prospects of a slow-down, is a 
matter of satisfaction. However, persistence 
of inflation for this and the next year, and 
widening fiscal and trade gaps are matters 
of concern. All the same the general mood 
of optimism continues to have an upper edge ^ 
at die moment. The fact that election to the ' 
parliament due at the end of the fiscal year 
casts a shadow on the economy is already 
quite clear. This is manifest in terms of con¬ 
tinued fiscal imbalance, inability of the govern¬ 
ment in taking any new and bold decisions, 
and more than all this, perceived uncertainty 
about the prospects of political .stability. 


Table 2 Trade and Balance ok Pavmfnts 
(Financial Year April I-March 31) 


(l/.V $ hilliim) 

Items 

1993-94 

8 

1994-95 g 

1995-96 

g 

1996-97 g 

Trade (DGCI and S) 

22.19 

186 

26.46 

19 3 

30.86 

166 

35 42 14,8 

Total merchandise exports (fob) 

(22 24) 


(26.25) 





Total merchandise imports (cif) 

23.37 

5.5 

28 5.3 

22.1 

3.5.59 

24.7 

42 22 18,6 


(23 .30) 


(28 28) 





POL imports 

6.22 ■ 

-.3..3 

6 65 

6.9 

8..50 

27.8 

1091 284 


(6.22) 


(6 64) 





Non POL imports 

17.15 

9.2 

21 88 

27.6 

27.09 

23.8 

3131 15.6 

(17.08) 


(21.64) 





Trade Balance 

-1.18 


-2.07 


-4.73 


-6.80 


(-1 07) 


(-2.03) 





Balance of Payments 

Merchandise exports (fob) 

22.72 

(22.72) 


27.03 


31..52 


.36 17 

Merchandise imports (cif) 

24.15 

(24.0.3) 


29.53 


36.84 


43.70 

Trade balance 

-1.4.3 

(-1.29) 


-2.50 


-5.32 


-7.53 

Invisible (Net) 

0.95 


0.94 


2.38 


2.81 


(0.95) 







Current A/C balance 

-0.48 

(-0..31) 


-1.57 


-2.94 


-4,71 

Exchange rate <Rs per US dollar) 

31.37 

9.0 

.31.37 

0.0 

32.00 

2.0 

33.00 3.1 


Nous: (i) g: Orowth Rale in per cent. 

(ii) Figures in parentheses under DOCI and $ series ore preliminary estimates. 

(iii) POL imports denotes category SITC 3. 

(iv) Figures in parentheses for 199.3-94 under balance of payments (BOP) are RBTs quick 
estimates (Annual Report. 199.3-94). .• 

(v) T^ niaik-Qp of BOP exports and impeirts over DGCI and S are assuntU to be about the 
soihe order sp in the source cited In (iv). 
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UTTAR PRADESH 

After Mathura: BJP’s Emerging 
Strategy 

Amaresh Mishra 

The. entire Mathura episode shows how much the political scene in 
Uttar Pradesh has changed since the Ayodhya days. The BJP had 
apparently hoped to consolidate and widen its constituency in the 
context of the break-up of the ruling alliance in the state and the 
dependence of the government in power on its support. This it has not 
been able to do. 


THE deceptive calm which has descended 
upon LIP in the immediate post-Mathura 
period is leaving some interesting trails. The 
BJP. of course, could not accomplish what 
it had intended. Nor did it suffer any major 
damage. On the contrary, its climbdown on 
the issue has brought it closer to Mayavati, 
despite the confrontation over t he issue w hich 
seemed likely to revert the state back to the 
Ayodhya days. Indeed, the whole Mathura 
episode reflects how far UP politics has 
changed and that a revival of pa.st events on 
the same ba,sis is not going to occur. With 
Ayodhya no longer providing the necessary 
aminunition. Mathura and Varanasi were 
expected to be next on the Sangh parivar’s 
list. For. in spite of shifting, the focus away 
from purely mandir-bascd politics, the BJP 
and the R.SS appeared reluctant to give up 
attempts to exploit their potential. Thus the 
VHP’s effort to whip up passions through 
the ‘jalabhishck’ in Varanasi and the 
'mahayagna' at Mathura were not isolated 
attempts, without timing and backing. They 
were very much apart of the BJP'sgameplan 
both to 'lest' the waters and follow up its 
agenda. In the days to come, along with the 
following genera] issues, the BJP will 
continueexpenmenting with a host of mandir 
matters through different means and channels 
in keeping with the needs of the situation. 

This time around, however, in both 
Varanasi and Mathura, especially in the 
former, the issue became more of a law and 
order problem rather than a ‘political’ one. 
Both its political build-up and follow-up 
remained poor: such issues can be said to 
gain credence when they arc able to generate 
a ‘new’ controversy at the mass level, when 
some form of turbulence can be discerned 
at the level of civil society, independently 
of the ’hype’. Ail thc.se features were 
distinctly absent from Varanasi where it 
became more of a VHP-Bajrang Dal cadre 
atfair. 'The communal atmosphere could also 
not be pitched too high; the BJP apparently 
had hoped to consolidate and widen its 


constituency on its own plank in the context 
of the break-up of the alliance which had 
once provided a challenge to it. plus the 
presence of a government dependent wholly 
on its support The ideal situation for the BJP 
would have been not so much a confrontation 
with the administration and renewed rise of 
a fear psychosis, but more, the raising of the 
communal temperature and a shift of issues 
to renewed polarisation around religious 
lines. I’his could have served the purpose 
of the BJP which in any case could not have 
been willing to precipitate a definitive crisis 
at this juncture. 

But as things turned out, any communal 
polarisation remini.sceni of the Ayodhya days 
could not take place. The Varanasi population 
remained sullenly indifferent at times, and 
even at Mathura which in any case has not 
seen any major communal disturbance for 
long, the uncase was more over the fall-out 
of the issue in terms of security, etc, than 
because of a sense of political assertion over 
Krishna janambhoomi. The reaction of the 
Muslims too was muled and direaed mainly 
against the slate government, besides the 
BJP. Yet even though the BJP and its allies 
ultimately had to effect a climbdown, it was 
not a case of ‘climbing down’ against the 
state government led by Mayavati. During 
the event, the BJP and Mayavati supposedly 
stood at a stand-off with the chief minister 
adopting a hard administrative stand on the 
issue of allowing the VHP yagna at the 
original site. But here too as elsewhere it was 
not a simple case of diverging interests and 
perceplionsof thetwo main alliance partners. 
For both the BJP and the BSP. the issue and 
the controversy was not without its merits; 
for the latter in particular, the Mathuraepisode 
came at quite a convenient time. Of late the 
rating of the BSP had slid further amongst 
the Muslims; after creating much noise over 
giving IS per cent reservations to Muslims 
in jobs, the party had finally agreed to give 
a representation of 8.44 per cent to backward 
Muslims within the stipulated 27 per cent. 


Bui tfiitt ordd* vras SiibseqtiraUy td 

a caricature: it transpired that what the BSP 
meant was not a special provision for 
backward Muslims but a mere issuance of 
certificates to backwards amongst the 
community. ’There was natural consternation 
over the whole issue and since then, the BSP 
has been hardpres.sed to make up to the 
Muslims. One of its methods was to extend, 
incredibly, the coveted Z security, which is 
provided to VVIPs and is currently enjoyed 
only by Kalyan Singh, Mulayam Singh and 
Mayavati, to a noted criminal of the Ghazipur 
district, Mukhtar Ansari. Its other move was 
to raise as far as possible, the teipperaturc 
over VHP plans and appear as a saviour of 
the Muslims. 

For both the BJP and BSP the occasional 
striking of pro-Hindu and pr"-Muslim 
postures is taking on increasingly, the 
contours of a peculiar game of tacit under¬ 
standing. This perception is strengthened 
further by the fact that even at the height 
of the controversy it was becoming apparent 
that a compromise formula would be worked 
out and the alliance partners would not go 
so far as to jeopardise their political 
agreement. The BJP’s strategy was also 
presumably to effect a nft in the BSP, 
particularly between Kanshiram and 
Mayavati and explore possibilities for an 
alliance with the latter; especially in the light 
of Kanshiram’s attempts to move closer to 
the prime minister Rao. 

But immediately aficrthe Mathuraepisode 
and the grant of .security to Mukhtar, 
dissensions within the BJP have emerged 
openly on the question of support to the 
Mayavati government. Recently Kalyan 
Singh issued a couple of statements against 
the administrative failures of the Mayavati 
government and went so far as to issue 
threats of dislodging it. Mayavati replied by 
lashing out against the former chief minister 
and enlisting the support of Advani and 
Joshi. Soon after, however, the top Icadeis 
of the BJP themselves chided the chief 
minister for claiming in print their support 
against Kalyan Singh and since then the 
controversy hsis been going on. Speculations 
about the possible fall of the government 
have once again become rife and a Murli 
Manohar Joshi vs Kalyan Singh rift is also 
being predicted. Yet, the controversy might 
blow over for the BJP would like to retain 
Mayavati till at least the threat from Mulayam 
Singh is sufficiently contained. In fact, the 
BJP organisational meet at Bithur held in 
the first week of Septeipber has finally 
decided to continue support to the 
government. 

’The other interesting feature of the whole 
episode right from the Mathura controversy 
was the inability ofMulayamStngltlo emerge 
significantly. His role during the mahayagna 
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his passivity came in for crittcisni fbm tHe 
Muslims. In rallies held bdbre the event 
Mulayam was trying mostly to appeal to 
upper caste voters; the apparent calcuiatton 
was to move a section of them closer to the 
Samajwadi Party in a period when the 
Congress is disintegrating. Mulayam. it 
.seems, is stilt trying to work out the pre- 
breakup equation; the only problem is that 
a belief about Muslims and backwards voting 
for him again in the same manner is just too 
simplistic to sustain, in the absence of any 
other alternative, sections of the democratic 
iniclligenstia are ardently wishing the 
renewed nse ot Mulayam. But the latter is 
not complying with tlic same earnestness; 
his efforts proved to be a damp squib during 
Mathura and in general too, the former chief 
minister ha.s yet to drum up a credible anli- 
BJP. anti-BSP plank based on is.sucs rather 
than a mere rhetoric against his ouster trnm 
power. 

This IS so even when the much trumpeted 
entry ot Sonia Gandhi into Amcihi did not 
become much ot a statewide issue. Amcthi 
has been a traditional .stronghold of the 
Gandhi family and the reception accorded 
to Soma was quite generous. An open anli- 
Rao rhetoric also made big headlines, but 
the significance of the whole affair was 


the Congress. In other parts there was not 
much of a ripple and it remains to be seen 
how far Sonia Gandhi can play a role in the 
changed situation of UP. The same 
predicament is till stalking the Tiwari 
faction of the Congress, which despite the 
best efforts has yet to carve out a niche for 
itself. 

These forces right from Mulayam to N D 
Tiwari are unable to take full advantage of 
maladministration and anarchy that has 
become the order of the day in the BSP 
regime, in near panic the Mayavati 
government has started a campaign of 
transferring and suspending officials the 
arbitrariness of which is creating further 
problems. The BSP government is also 
meeting the demands of the rural poor and 
the dalits for land reforms and minimum 
wages with repression. A movement along 
these lines has emerged in parts of east UP 
being led by the Poorvanchal Kisan Sabha, 
a front organisation of theCPI-ML. Probably 
after many decades, a land struggle of note 
has come up in UP; in areas of Benaras, 
Ghazipur and Balliasharpstruggles arc being 
witnessed which in Benaras have acquired 
the dimensions of armed confrontations. Here 
struggle IS centring around more than a 
thousand acres of land belonging to the 


seizuresarealsotaklngplittagainstanumber 
of the neo-rich landlords. The CPI-ML is 
co-ordinating this struggle of the grass roots 
with the larger political one; ithas announced 
a big peasant march in Benaras on 
October l4,onthequestionofcommunaltsm 
where the slrugge of the peasantry for land 
will be combined with the struggle against 
the political forces of communaii.sm. The 
social and political basis for the latter in an 
agrarian society like UP is actually provided 
by the landlords of Ihc countryside who arc 
the main props of the communal ideology. 
In theciirrcnt atmosphere of the slate, riddled 
with the prospect of the extension of Ayodhya 
to Varanasi and Mathura, a march like this 
in Varanasi might open a new chapter in the 
beleagured annals of UP politics. Elsewhere 
too, the actions of Ihc BSP government are 
leading to the prospects of new unrests in 
the days to come. In an extraordinary move, 
the chief minister appointed Bua Singh, Ihc 
prime accused in the Muzaffamagar killings 
of Ullarakahand activists, in charge of the 
crime branch, thus treading, rather 
imprudently, over Ihc feelings of the people 
of Uttarakhand. This has opened up 
possibilities of Ihc revival of agitation in 
(he hills with students once again gearing up 
for a fight. 
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Strategy of Containment 

Dangi Darbar Drama 

Lancy Lobo 

The annual ritual of honouring the ex-rulers of the Danf’s camouflages 
the growing impoverishment and uprootment of the trihals of the region. 


DANGI DARBAR is generally held juM 
before Holi. This year il was held on 
March 13, 1995. Five Bhil (tribal) r.ijas 
(kings) of Dangs were given Ihoir ‘polilical 
pension'by the Dangs disiriciadminisiraiion 
at a public lunction. This practice is 153- 
ycars old and was started by the British 
The idea was to co-opt and appease the 
Rajas in exploiting Dang’s resources T he 
logic for continuing this institution alter 
independence remains the same. F-ollowiiig 
IS a report of this year’s Dangi Darbar 
followed by some comments on Dangs and 
on the nature of development in general. 

D.sNcii Daruak 

Ahwa is (he district headquarters of the 
Dangs. It IS situated on a small plateau on 
the hills. Il mainly houses government 
oflices. and residential quarters mostly for 
non-tribal ollicers. The largest fair o( the 
year in the area is .set up mostly by the non- 
tribals. The most prominent items of the 
fair arc the giant wheel, grocery shops, 
cloth, electronic items and other household 
Items, A lew forest products were also 
seen. The area gels crowded at the ba//.ai 
and the lair site. On the periphery of the 
fair a large number ol Dangis, mostly Bhils, 
camp with their bullock carls With small 
fires III women prepared ‘rotli’. Others 
were eating, smoking and drinking. Just 
below the government circuit house a large 
'shamiana' with a stage was set up for 
holding the darbar. 

In the morning of April 13 the Dangi 
Iribals began to come into the shamiana. 
There was a large contingent of forest guaids 
and policemen monitoring the people’s 
movement The space inside the shamiana 
was divided into three parts - the stage and 
Its frontal and the rear sections. On the stage 
there were a couple of rows of expensive 
chairs followed by some ordinary ones 
Facing the stage were .simple metallic chairs 
with the rear side having only space for 
silting or standing. The chairs on the stage 
were meant for the officials. Rajas, Nayaks. 
'Bahubands' (relatives) of Rajas, and the 
chairs below the stage were meant for non- 
tribal guests and the last section was meant 
for iribals. 


Later, the ofticial cars rolled in. according 
to their hierarchy and (K'cupied seats on the 
front row on the stage. At the centre of the 
stage was the chief guest - the administrator 
ol Dangs, R L Mecna who is also the 
commissioner lor the cottage and rural 
industries lor the district. On his light was 
the chief conservator of forests, 
Balaguriiswamy, with two DFOs. DSP and 
on the Icit ol Meena were the collector. 
DfX), the newly elected MLA ol Dangs and 
then r.ijas of Gadhvi. Linga, Daher, Vasurna 
and Pimpri. 

This .seating arrangement rellccted the 
ptjwcr structure in Dangs. The powcriul 
bureaucracy on the right, the nominal rajas 
on the Icli and the politician (MLA) in 
between. Me was the centre ol attraction and 
attention, the centre of new power structure. 
The Ukai police band, especially invited for 
the occasion, played tunes to welcome the 
officials. 

Among the rajas, the first one to airive 
was that of Linga a middled aged person 
in dhoti, shirt, headgear and shoes. Second 
was the king of Daher, aged about 25, in 
white pant and shirt, with no he,adgear. hut 
a pair of old Hawai slippei s in his feet. The 
king of Pimpri an cldcry person arrived 
third in dhoti, shirt and headgear. Alter 
much waiting the fourth Raja of Vasurna 
arrived. The fifth king, the raja ol Gadhvi, 
was absent and the programme started 
without waiting for him as he had not been 
attending the darbar for a couple of years. 
It was reported that he was ’missing’ for 
two years. Then came the newly elected 
MLA with elaborate 'Ram Ram' greetings 
to the police, and everyone. 

The master of ceremonies called on all the 
nayaks as well as bahubands to come and 
occupy the scats on the stage irrespective 
of their age. Symbolic honour was to be 
given to the Iribals irrespective of age. The 
seats on ihe stage fell shod of requirements 
and a few bahubands were found sitting on 
Ihe floor of the stage. 

The rajas were brought in the government 
jeeps sent to their respective villages. It was 
reported by an official Ihni without jeeps 
rajas would not come to the daib.ir This is 
doubtful. Rajas were very ordinary persons. 
As Ihe raja entered the shamiana with his 


to who the raja was, until hh oecupted the 
appointed chair. There was no apparent 
difference between him and his relatives. 
Rajas werp not greeted by the senior officiais: 
nor did they stand up as the former walked 
up to the stage. Neither did the rajas greet 
the people or the officials. The police band 
i(x> did not particularly greet the rajas as it 
did the officials. A petty official showed the 
rajas their scats. 

This shows a duality on the part of 
bureaucracy. They continue to stagemanage 
an institution apparently to honour the rajas 
but their behaviour showed that they 
themselves are Ihe real rajas. Rdjas were 
pinned with a badge which was actually used 
by the election officials a few days ago. It 
had no meaning but was decorative. 

The MLA was greeted by the officials 
and he in turn greeted them back. He was 
the new raja of Dangs There were two 
pedestal fans on Ihe side of Ihe officials, 
but none for the rajas on the stage. A 
hoarding on the stage read, "Dang Darbar 
1995, Vanvibhag, Dang, Ahwa, Atig 
Nivaran Inamo Vitaran Samarambh” 
suggesting that Ihe occasion was also used 
lor disinbulmg awards for controlling 
I orcst fi res. There was a Doordarshan team 
recording the proceedings with a few 
photographers and press persons. 

Introductory remarks were made in the 
Dangi dialect by an official on behalf of the 
organisers of the function, viz, the forest 
dcpailment. the revenue department and the 
sarkar in general. He said that though the 
kings in the world are different, the Dangi 
kings fully trust the government, take what 
It gives, obey what it says and that is the 
reason for continuing the custom started by 
the British a century and a halt ago. As we 
shall see later, the first part of the comment 
IS totally fal.se. The second part was an 
exercise inco-opting and appeasing the rajas. 
After these words a group of primary school 
girls, mostly from non-inbal families in the 
Taluka .school, sang a prayer, "Hamara 
dharma hai seva, karma hai seva, vatan ke 
liye jeena aur mama” (Our holy duty is to 
serve and to live and die for the nation). 
One needs to ask if iribals were part of this 
nation and what beneftts they got. Girls 
also sang a welcome song, “Nati heera ke 
moti. arpan shun kariyc” (We do not have 
emeralds or diamonds and so what could 
we offer you?). The police band played the 
national anthem. 

The garlanding ceremony began with 
the officials garlanding the rajas. The 
garlands were given in their hands. The 
nayaks were garlanded by another ofTtciaL 
Later Ihe chief guest garlanded the MLA. 
Other officials were also garlanded by each 
other. 
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rne^mcDim spe^Am giveni^ 
who the guests of honotifl^'jljwlr 

names. He however dW not name the rajSs 
(probably he did not know or it was not 
significant in his scheme). He said that 
Dangs was paavan bhumi (holy earth) 
inhabited by the Lord Rama himself during 
his Vanvas and known as the Dadakaranya 
from where the name of the region was 
arrived at. The British began (he Dangi 
Darbar and (his good custom has been 
carried out because people like to honour 
their kings, he said. He pleaded that this 
enthusiasm of the people should not only 
remain limited lor today but continue. 

The function was inaugurated by the chief 
guest who was invited to light the lamp. He 
in turn invited the MLA, the collector, the 
chief conservator and the DIX) but not the 
lajas. to light the lamp. Then the collector 
went to the rajas and gave political pension, 
comprising of a cheque, khes (clothes) and 
pagdi (turban) to the rajas of Vasurna, 
Pimpri, Linga and Dahcr in that order. This 
year lor the first time the nayaks were also 
honoured. But unlike the rajas they came to 
the collector to receive the awards. The table 
shows the amounts distiibuted to the rajas, 
nayaks and bahubands. The forest depart¬ 
ment headed by the chief conservator also 
gifted clothes to the mjas. 

A folk dance known as Pa van was enacted 
just below the stage on the open ground. 
The police band played some music. This 
was followed by a scries of speeches by 
officials. 

The DDO made the lirst speech. As he 
kept emphasising figures and statistics, the 
tribals began to move off from the .shamiana 
to the fair. He said that the Dangis were 
poor and no development had taken place. 
While only a few works had been done for 
them a lot was still to be accomplished. He 
voiced his concern about the tribals by 
saying that they let thcircattle loose instead 
of stall-feeding them. Hence they lo.scdung 
as well as milk. He urged them to stall- 
lecd the cattle so that both can be saved, 
vi^, dung for enriching cultivation and 
milk for consumption. Stall-feeding 
suggestion was very absurd in the Dangi 
context. It only exposed how alienated this 
official was from the tfibals. The Dangis 
cannot but take their children when they 
migrate and cannot help but let their cattle 
loose for grazing. His second concern was 
with the children. Dangis migrate to the 
plains after Diwali for wage labour in the 
sugarcane fields and their children 
accompany them. Hence, their education 
gets hampered. He said that the ashram 
schools could be enforced to accommodate 
more than the stipulated number for the 
migrants’ children. The DDO was a tribal 
from the Pantjhamahals but seemed to be 


fouuiy BiieiHiea non) me mnat reany 
the Dangis. Migration was a structural 
feature. Little leaching is done in Dangi 
schools and ashram schools are Jersey cows 
for the local politicians. It was reported 
(hat the DDO. in.stcad of implementing 
poverty alleviation schemes in the district, 
distributes money which is used by the 
people for consumption of liquor and not 
in income generation activities. 

The collector identified the major problems 
of (he Dangis as related to land, water, 
education and migration. He pleaded that he 
had taken up (his assignment only recently 
and would see to it (hat more land was made 
available lo the people. He emphasised that 
for the development of Dang, the unity and 
co-operation between the Dangis, officials 
and rajas was a must. 

The newly elected tribal MLA of the 
Congress Party. Madhobhai Bhage, .stated 
that while Dang is rich Dangis are poor. 
Dang, though receiving 150 degrees of 
ram, is very thirsty. Dangi water is dammed 
and taken to the plains where Dangis go 
for wage labour. Dang needs check dams 
which the forest department does not allow. 
He advised people not to listen to the 
naxalitcs in Dangs who say. “Cut jungle 
and cultivate”. He exhorted the people to 
lake to ambar charka. handloom. furniture 
..and carpel making, handicrafts and toys to 
generate more income. Atone point of time 
an official requested him rather loudly on 
the microphone lo switch over lo Dangi 
dialect from Gujarati. He did it but then 
the electricity went off at this point and the 
public address system failed to carry his 
speech further. In the midst of his speech 
the youngest raja of Daher, with pant and 
shirt, jumped off the stage and went away 
never to return for the remaining function. 

The chief conservator made his speech 
despite the failure of the public address 
system. He said that 35 check dams costing 
56 lakh rupees had been built by the forest 
department and promi.scd ownership rights 
of land to people and ‘maan’ cards. 

Later the award giving ceremony for 
putting off forest fire was held. Those 
awarded were the police patels and the 
karobaris of villages. The police palcis were 
given blankets and the karobaris brass 
utensils. There were awards for children 
who took part in elocution competition on 
a topic related to environment. 

Finally, the chief guest who is the 
administrator of Dangs and commi.ssioner 
of cottage and rural industries recalled the 
open house discusision he organised todiscuss 
Dang's problems last year and mentioned 
the 22 crore of rupees of development 
projects. The rajas were given shawls and 
ia lunch, known as ’samooha bbojan’, was 
servedforofndals, rajas, nayaks. t^ubands. 
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During al these actfdties and functions 
none of the rajas, nayaks or their bahubands 
spoke officially. Neither were they called up 
to speak. 

As part of (he Dangi Datbar celebrations 
for three nights entertainment was organised 
by the officials in the same shamiana where 
the darbar function was held. Most of the 
items were tribal songs and dances 
performed by well trained troupes. The 
Kahadiya dance perfojtned by young girls 
and boys came in for much appreciation 
by the crowd. In another item two Bhuvas 
(oracles) came un to the stage with their 
torses, began howling, vibrating as if in a 
trance. They were handed with burning 
fire-wood sticks which they freely applied 
to their own chest, arms, legs, backs and 
also hit each other. They bit pieces of 
burning embers and spewed them out 
slowly, shrieking, yelling and vibrating all 
along. This religious ritual of the tribals 
amused the non-lribal crowd. It elicited 
from them some contemptuous comments 
regarding tribal religion. 


Table: Poutical Pension ixi Dangi Kings. 
Nayak.s and Relatives 


Name of the King 

Kingdom 

Monthly 

Political 

Pension 

(Rs) 

Yashvonirav Umarsing 
Pawar 

Oadhavi 

.10((4 

Shagatrav Anandrav 
Pawar 

Daher 

2099 

Bhanvarsing Hosusing 
Suryavanshi 

Linga 

2328 

Sahebrav Bhavaurav 
Pawar 

Pimpri 

2535 

Chandsing Somansing 
Pawar 

Vasurna 

IK89 

Nayak 


11935 

Monthly 

Bhulsing Devsing Pawar 

Kirii 

435 

Jivya Rangu Pawar 

Shivvara 

321 

Bhavanrav Fatesing 
Pawar 

Chinchali 

421 

Muliram Mahadu Pawar 

Av.sar 

149 

Umofsing Rohtrav Pawar 

Ranasvir 

110 

Lolsing Loxmon 

Vadiavan 

105 

Jonerav Kanjurov Pawar 

Piplaidevi 

151 

Avsu Ganpal 

Ondkhadi 

731 

Mahadu Rhavja 

Bilwadi 

(Yi‘.irly) 

927 

Bahuhund «/ Kings (Kehlivesi 

(Yearly) 

3352 

Yearly 

146 persons 

Gadhvi Raj 

1,55,760 

146 persons 

Basuma Raj 

I.5.3..3I4 

tOI persons 

Linga Raj 

l.46.6(X) 

65 persons 

Daher Raj 

74.4S7 

76 persons 

Pimpri kuj 

87,22 
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The Dangs Disnucr 

The district of Dangs is at the southern 
end of the tribal belt in eastern Gujarat. 
Dangs has 31 villages and is forested with 
hills and valleys. The only three townships 
are Vaghai on the hills touching the plains, 
and Saputara and Ahwa on the cre.st of hills. 
Over per cent of Dangi population is 
tribal. It consists of tribes such as Bhil. 
Kokana, Varli.KotwalmandGamit. Almost 
all land is under the forest departpment. 
Hence, the revenue department has little 
significance. People cultivate on slopes 
and grow only one cn>|> mainly nagli la 
coarse grain) They oltcn come in conflict 
with the forest department for the use ol 
land, water, fodder and fuel. After Diwali. 
the working population migrates to the 
plains for harvesting sugarcane to earn a 
livelihood. They also sell forest products 
and rear cattle. 

Dangs was ruled by the Bhil kings. In the 
18th century they raided the neighbouring 
territory controlled by the Peshwas ol Pune 
and theGaikwads of Baroda. The lattcrtook 
a policy of appeasing the Bhil kings owing 
to their inability to subjugate them. The 
British conquered Dangs but did not make 
any effon to rule it directly. They ruled the 
region informally. But some local officials 
employed by the agent look advantage of 
the Bhils. In retaliation, the Bhil king of 
Gadhvi raided British villages. The agent 
realised that grievances of the Bhils were 
not redressed. Periodic meetings between 
the British and the Bhils were held from 
1843 . But from 1870 onwards these came 
to be known as annual Darbar during 
winch the collector discussed with the 
L bids and their followers their grievances, 
admonished those who created trouble and 
handed over their customary payments 
This became a tradition and came to be 
known as the 'annual darbar’. The chiefs 
were given turbans, clothes and payments. 
Payments in turn were divided between 
chiefs and their bahubands (relatives). 

The Briti.sh needed high quality teak lor 
building warships and signed leases with 
the chiefs of Gadhvi. Vasurna and Pimpn 
in 1842 fora pittance. The lease agreement 
was one-sided and the Bhils were put on 
the defensive, allowing the British to do 
what they liked in Dangs. The chiefs could 
not operat lonalisc their carl icr arrangements 
with timber merchants and the adverse 
implications of the lease dawned upon the 
chiefs much later. The improved leases 
allowed more money to the chiefs, and 
wood for personal use. Howes er. the chiefs 
began to articulate their protests against 
the forest olficials. The forest officials 
began to lake an authoritarian view to 
conserve forests as the demand for teak 
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Increased with the edming it the 
Teak was preferred for railway sleepers. In 
l8S0s the forest officials put a ban on 
lopping of branches for cultivation 
purposes in the Dangs. The forest officials 
also tried to arrest shifting cultivation in 
Dangs to conserve forests. In 1893,34 per 
cent of Dangs was demarcated as reserved 
forest. Only the Dangis were allowed to 
cut bamboo in reserved forests free of 
charge and hunt. fish, and collect forest 
products but not touch the wood orculli vate. 
Though the lease payments to the chief 
were increased, the protests by the people 
as well as ihe chiefs also increased. 
Gradually, the population of Dangs 
increa.sed. To add more confusion, ihe Parsis 
struck a deal with ihcchiels to begin liquor 
manutacture and sale in Dangs and 
eventually .set themselves as an alternative 
centre ol power. 

The British did not take the protest of 
the Bhil chiefs seriously. The chiefs 
encouraged the peasants to cultivate 
reserved rather than unreserved areas. In 
1910 the British constructed their 
headquarters in Ahwa. Forest rest houses 
were constructed at strategic points. Forests 
were reclassified Award were announced 
to smaller chiefs and headmen of villages 
who managed to prevent and put out forest 
fires. Tension mounted between the British 
and the chiefs, and outbreaks were recorded 
between 1907-1914. The British put one 
tribe againsi the other, viz, the Kokanas 
versus the Bhils. The last years of the 
Briti.sh rule were very oppressive for the 
Dangis The forest olTicials forced people 
to accept wage labour as well as unpaid 
labour for tounng officials. They meted 
out harsh punishments to tho.se who 
infringed rules [Hardiman 1994: 89-147). 

Though the princely states, and later, privy 
purses were abolished. Ihe Dangi chiefs 
continued to get theirannual payments which 
in 1954, were rcchristcncd as ‘political 
pensions’. Gandhian workers settled in the 
Dangs and carried out Hi nduisiic reform and 
educational aciiviiics and .succeeded more 
with the Kokana tribe rather than with the 
Bhils. 

Currently the tribal population of the 
district is above 90 per cent. The total 
population has drastically incicased over 
the decades. But the lile supporting 
system of the tribals, i e. land. fuel, fodder 
and water has been increasingly slipping 
off their hands on account of the 
implementation of government’s forest 
policies. As 95 per cent of Dangs comes 
under the forest department the revenue as 
well as the police department have only a 
nominal role and more often than not inter¬ 
departmental conflicts arise with the lorejst 
department which asserts its supremacy. 


tw inttance. ^RK»t & me 
ftinction was organised by thisckipiinniettt. 
It is reported that the revenue department 
has a number of income generating schemes 
such as wood workshop, ambarcharka, etc. 
But some cash is distributed to the tribals 
instead of operationalising these schemes. 
The forest department also builds some 
check dams as part of its appeasement 
policy to contain tribal discontent. But 
there is trouble brewing in Dangs especially 
as the policies of Ihe forest department 
have become harsher than those during the 
British times. The atrocities of forest 
personnel are fairly well listed by people 
and activists. * 

On account of forests being classitled as 
reserved and protected, the cultivable space 
has reduced and in reserved forests no 
cultivation can be undertaken. Tribals who 
have been practising shifting cultivation 
and had no concept of private properly, 
have increasingly been subjected to 
regulations which have alienated them in 
their own land. Bccau.se of their increasing 
unrest, the government appointed a 
committee in 1992 to study Ihe response of 
the state to similar conditions in the 
neighbouring Maharashtra and submit a 
report with its recommendations. After six 
months, the same year, Ihe committee 
submitted its report with Ihe following 
guidelines: 

(1) Regularise land cultivated before 
1980 under the following conditions; (a) 
even if a person has cultivated only once 
before this date and forest department has 
registered an offence against him; (b) the 
person should be a local; (c) a maximum of 
eight acres can be regularised per person; 
(d) half of the regularised land need to be 
u.scd for agro-forestry. 

(2) The period under consideration for 
regularising is between 1960-1980. It is 
valid for institutions as well as individuals. 
Once the list of those whose land is to be 
rcgulari.sed is ready it has to be read in the 
V tllage square. Anyone, having been missed 
out should apply to the department within 
a month. The finalised list will be sent to 
government of India and on its approval 
Ihe surveying and regularising work will 
be undertaken, if trees have been planted 
before 1980 they shall belong to the 
government and only those planted after 
that date shall belong to the people. No 
cultivation offer 1980 can be regularised 
under any condition. 

So far promises in thii^GR have remained 
on paper. People are getting restless with the 
delay and the inaction of the government. 
The forest (fepartment deals with them with 
a heavy hand. Any protest is dubbed as 
naxalism. The forest department has dug 
holes in the land cuJtivt^ by the people 
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to plain trees tn vmapos as;. Knaioi> 
Khandoipada, Patari, Khnsimpatar and 
Dhundumya. A visit to Khiiiul \ illagc about 
35 kms from Ahwa revealed (hut on 
February 25 the department came with 
labourers to dig holes m the land cultivated 
by people, itis reported that the department 
has gone ahead despite the stay order 
brought by the people. Earlier during the 
month the department had gone to 
Kiiosimpatar lor the same purpose but had 
met with strdhg resistance put upcspecially 
by women. The women had thrown itching 
powder on the ofricials who then had no 
choice but to return. It is reported that 
action such as inflicting National Security 
Act, Chapter cases, etc. against the 
protesting people is contemplated by the 
officials. 

Crann-usiON 

The infrastructure set up by the colonial 
government with the aim of exploiting 
Dangs has got reinforced in independent 
India. Harshness in implementing forest 
policies has increaiicd. and so have atrocities 
against the Oangi tribals. With increasing 
population the region has witnessed 
problem.s related to land, fodder and water. 
The institution of Dangi Darbar begun by. 
the British continues today and has a 
deHnite purpose. The Bhils and their ex- 
rulers are symbolically honoured once a 
year with turban, cash, shawls, clothes, 
lunch, jeep ride and verbal flattery. This 
is to serve the purpose of appeasing, co-' 
opting and containing the Bhil chiefs as 
well as the people. There appears to be two 
objectives for holding Dangi Darbar. The 
manifest function is to make a bravado of 
honouring the Bhi I kings. But the ceremony 
is carried out in such a manner that kings 
ate made to appear almost clown-like. The 
officials show little deference to the kings. 
The latent function of Darbar is to contain 
the assertion and proic.st of the tribals. The 
incident of the youngest king wearing pant 
and shirt jumping off the stage and walking 
away never to return points to the fact that 
the tribals have seen through the official 
game. 

The speeches of officials shedding 
crocodile tears for land, water, fuel, fodder 
and illiteracy are net teken seriousljr by the 
people. Many tritals moved off to the fair 
and some remainod there to have a free meal 
at the end. 'The forests arc yours and wc 
are here to administer them on your behalf, 
sounded hollow. 

The Bhils confronted die British with 
bows and arrows and tost. They were toully 
subjugated and hoodwinked into signii||; 
a tease. ‘1^ rt^ in ^ post-cohmiai erg ‘ 
have coidinged btii with more 


vigour, aymnoiic meais, pasn gins, aareacSi,' 
and other gifts may not be enotf^ in the 
coming years. The Dangis are gradually 
getting literate. The tribal elite is inhibiting 
this process so that they can continue to 
cash on the ignorance of ordinary tribals 
and comer the benefits of development 
such as income generating programmes, 
ashram schools, and poverty alleviation 
schemes. How long the itching powder can 
repel the lorest department is anyone’s 
guess. Because Dangs supplies not only a 
large part of the state’s demand for timber, 
firewood and bamboos, but also crorcs of 
rupees of revenue. 

Dangs illustrates the kind of development 
that has taken place in rural India especially 
pertaining lo the tribals. Pockets of natural 
and forest resources are enclosed into 
reserved and protected plots in the guise 
of national interest. People who have lived 
for centuries in these habitats arc made to 
feel alien in their own environs hy state 
policies which impoverish and oppress 
them. Dangs has become a labour colony 
for the adjoining districts during the 
harvesting ot sugarcane. The uneven 
development at regional and sub-rcgional 


reveit,' and ke«piim[ ; 4 Ae weaker seettons 
wetifc and further mu^liAalised has become 
the hallmark of the current developmental 
model. Having deprived the locals of their 
own resources, some developmental 
crumbs are extended lo them in a very 
paternalistic manner. ’Tire state-sponsored 
development schemesaremM methodically 
implemented and most of these .schemes 
generate only little or no income. Doling 
out cash to peirple further degrades the 
self-image of an already degraded people. 
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UNITED STATES 

Labour Day Blues 

In the US the first Monday of September is Labour Day. While a is a 
national holiday, this year far from there being any celebiution, there 
ha<! been grave concern all round about organised labour facing a 
crisis of sur\'ival across the country. 


THE lirst Monday of September every year 
i!i l.aboiir Day in (he US. This year was ihc 
101 St anniversary o( the eeiebrations Inch 
began as an oflicial national holiday in I b94 
Peter J McGuire, a .socialist who helped 
found the carpenters' union, had in IKS2 
proposed the idea of a lahotir day to honour 
working men and women tn the US. 

What must have struck any visitor this 
year is that, far from there being any 
celebration, there is grave concent all nuind 
about oiganiscd labour facing a crisis ol 
survival across the country On the eve ol 
!hc Labour Day one o( the regional 
newspapers, not fcnov/n for radical views, 
gave liont-page accounts of Ihc helplessness 
of the working class - a lady praying and 
lasting as the day approached because now 
for mote than two years she, her husband 
and 7fK! others had been out of work because 
111 a labour dispute in a corn sweetener 
I'fodiicing company; more than 2,400 
W(<rfcers who had .struck work m a caterpillar 
plant in June 1W4 arc still idle; 1,200 
workers who had walked out ol a tyre plant 
in July IW4 called oil their .strike on 
May 21 diis year, hut only a few hundred 
have been taken back to work, and so on. 

It has been repeatedly highlighted how the 
typical American family has been working 
more and earning less. Even as growing 
company prolils have fuelled a slock market 
btHim, corporations have destroyed jobs, 
slashed employee benefits and reduced real 
earnings. Estimates suggest that intlaiion- 
adjusicd wages fell by 10.5 percent between 
l‘)K.7and 1*493. Hourlyeamingsof temporary 
workers have been eroded in real terms by 
about one-fifth Even women taking up jobs 
in increasing numbers and men picking up 
second jobs have not fully compensated for 
the gcner.il loss ol earnings. Median family 
income - ink by $ 1,300 between 1989 and 
1993 ,iut as middle-income wage earners 
!<>• K a beating, the average income of the 
richest I per cent of American families rose 
by a whopping 63 per cent in the 1980s. 
While corjioratc chicis have slashed jobs 
and wages, their own average salary went 
thiough the roof Irom $ 1,54.000 a year in 
1979 tn $ 4.29.000 in 1989. 

Trade unionists and neutral commentators 
point out that Ihc radical rcdislnbuluui of 
incomes and wealth began under president 
Ronald Reagan, who claimed that large lax 
breaks for the rich would eventually 'trickle 


down’to the rest. The Rcpublican-conirollcd 
Congress now plans to continue with the 
biggest lax-brcak.s. an average ol J 20,000 
a year, to die most well-off Americans. It 
has been recalled how corporations and ihc 
Republican parly had teamed up in Ihc 1920s 
to drive down wages, crushing a weak trade 
union movement The rc.sull was the ciash 
of 1929 and Ihc great depression. Many see 
a parallel in the current situation. 

Experts Irom the Rutgers University in 
New Jersey suggest that trade unions could 
become irrelevant in a few years. In the late 
1800s. the condition of the American work¬ 
place was appalling: poor wages, long hours, 
hazardous work and poor benefits. Relentless 
struggle by Ihc working class helped raise 
workers’ standards of living and conditions 
of work - 8-hourday/40-hour week, pension 
and health facilities, unemployment 
insurance, promotion of technology by Ihc 
public education system were all a direct 
result of the labour movement. The eventual 
merger of dificrent unions into ihc American 
Federation of Labour and the Congress of 
Industrial Organisations (AFL-CIO) some 
four decades ago marked the height of 
working class power. 

The glory has waned. TThc big corporations 
have acquired powerful socio-political clout 
and succeeded in dismantling many a slate 
regulation favounng the labouring classes. 
The trade union leadership grew complacent 
after the heady days of the 1960s and 1970s, 
when Ihc capitalist world experienced a long 
period of buoyancy. Memtership ol trade 
unions has declined rapidly. A new 
generation of corporate managers have been 
emboldened to intimidate workers, threaten 
closing of plants and send jobs out of the 
pantcular areas and stales and even the 
country. 1'hc new generation of workers 
look upon the promises ol union organisers 
sceptically and question the relevance of 
union bureaucracies “who.se aging leaders 
sometimes seem as removed from their lives 
and concerns as corporate managers". 

A research study under preparation on 
‘The Twilight of Unionism’ at Rutgers 
University has apparently predicted that 
union membership in the private sector will 
dip to 7 per cent by the end of the century, 
the same as it was at Ihc beginning of the 
century: it itas already touched I0.8 percent., 
Labour's clout is stronger in tlic pubfic ijjectur. 
where 38.7 percent ofthc workforce belongs 


to uniorKS Kprescniing tcacheris, postal 
workers and other government employees. 
But with federal and state governments facing 
budgetary cuts, members of public unions 
also face significant threats. 

The new growth industries of com¬ 
munications and information technology 
firmly discourage trade unionism. In parts 
of southern and western Amcnca, where 
economic growth is the fastest, union 
members arc hard to find. A study at the 
Florida State University has shown that in 
the ten slates with the most employment 
growth, while nearly 11 million new jobs 
were created between 1983 and 1994. union 
membership actually declined by f,66.(XH) 
Just 8.8 percent of workers belong to unions 
in Texas. South Carolina has the lowest 
pnrporiion ol Ihc workforce in unions, at 3.8 
per cent Even in the north-e - • •.■nd mid¬ 
west, centres of the country’s older 
manufactunng industncs, union membership 
has been receding. In Michigan, birthplace 
ofthc heavily uiiioni.sed automobile industry 
with Ihc United Auto Workers headquartered 
there, union membership dropped from 32 8 
fier cent in 1983 to 23.8 per cent in 1994. 
New York which continues to have the 
highest proportion of'union membership, 
because of state, municipal and other ptihlic 
sector workers, nevertheless saw union 
membership fall Irom 32,5 percent in 1983 
to 28.9 per cent in 1993. 

The changes in Ihc political climate with 
12 years of Republican presidents and a year 
ofthc Republican Congress have conirihulcU 
a great deal to the decimation of the trade 
union movement. The oncc-powerful trade 
union spokespersons in the Congress have 
been all but rendered powerless. In the 
previous Democrat -led Congress, a M ichigan 
representative. William Ford, was the 
chairman of what was then called Ihc Hou.se 
Education and Labour Committee. In the 
new Republican Congress the word' Labour' 
has been dropped and the committee is 
now called Economic and Educational 
Opportunities Committee and its chairman. 
William Goodling, is a pro-business 
Republican from Pennsylvania. The 
Michigan reprc-sentative on the committee 
IS a former furniture company executive 
from the state’s con.servativc west-side - a 
sore point with trade unionists, hut they have 
not been able to do anything about it. A 
Republican representative, who has been 
chairing this panel’s subcommittee on 
oversight and investigations, has gone to 
court against president Clinton’s order 
banning business with companies that 
replace sinking workers. He has sponsored 
a bill to let non-umoniscd companies 
establish workplace icam.s without ccdiccti ve 
bargaining. More disturbing for union 
leaders has been his attempt to repeal the 
64-ycar old law guaranteeing lop wages to 
em^oyees on federal contracts. He has even 
gone to the extent ol suggesting that’ the 
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Occupad'unai safely am) Heafin AdAiinisN 
ration, the fcJcrul agency that enforces 
workplace safely standards, be disbanded. 

Aparl from Ihe poliiicai climate, 
disenchantment with the trade union 
movement amongst workers has come 
about because of the apathy of the leaders 
of the movement. The current debate about 
the presidentship «t the AFL-CIO is 
significant. In August this year Lane 
Kirkland, 73, completing his 16th year as 
president of the AFL-CIO, the federation 
of 80 unions with over 13.3 million 
members, had to resign after 11 top trade 
union leaders charged him with failure to 
strengthen the movement. A serious 
leadership tussle has now begun for the 
October elections for presidentship of the 
federation, the two contestants being 

UNITED KINGDOM 


STEVEN HARTLEY and Neil Words¬ 
worth were working in Thurcroft coal 
mine at Rotherham for more than 20 years, 
when it was finally closed in March 1992 
There were around 700 miners at the time 
of closure who got a maximum of 4.0IX> 
pounds redundancy money per worker. 
Steven and Neil were also among the 
hundreds of redundant workers and they 
decided to attempt to reopen the mine as 
a mine workers' co-operative by keeping 
their money in a tru-st fund as a part ol 
the cost. But when Bntish Coal asked the 
mtners to pay 20,0(X) pounds, a week for 
pumping the mine uid keeping it safe 
during Ihe long negotiation period, they 
had to withdraw from the buy-out. 

Disillusinncrl and disheartened, both 
were wandering front one place to another 
to find a job until December 1993, when 
altogether live redundant workers got into 
a training scheme ol British Coal 
Enterprises. Now in a month's time, they 
are al^t to complete their training. Hut 
they do not know when and where will 
they get employment alierwards. Steven 
who IS 43 years old sayji, "I don't want 
to think about my post, the Bntish Coat 
or the NUM, but I also have nothing to 
think about my future. No way to make 
a living. Most of my fcluiw redundant 
workens are,also unemployed like me. but 
I cannot say anything about them, i don't 
mcefthem"' 

In Waketkid. Armthorpe. Sheffield, 


thifiiiu 67. wild had been 

secret ary-treasurer during Kirkland’s 
presidency and John J Sweeny, 61. who has 
been the chief of the Service Employees 
Internationa) Union and an architect ofdoubling 
the membership of service employees when 
all other trade unions suffered an erosion in 
membership. Some younger activists crave for 
a new generation of leaders who may galvanise 
the movement. Many of them are attempting 
to regroup by merging. In July, the United 
Rubber Workers decided to merge with the 
Steelworkers. More signiricantly. the IciuJcrs 
of three large industrial unions - the United 
Auto Workers, the United Steelworkers and 
the International Association of Machinists - 
signed a unity agreement pledging to create 
a single two million .strong union by the year 
2000 AD. 


Barnsley, Doncaster and Rotherham where 
the British gttvemment and British Coal have 
closed pits III the recent past, (he redundant 
millers and the previous mining areas present 
a curious mix of contradictions; the redundant 
miners arc there in all these places in large 
numbers since .several years, but their present 
position, level of unemployment, socio¬ 
economic conditions, etc. are not well known 
even today, concealed to a large extent in 
government or scmi-govcrnmcni circles. The 
government, both central and local, and various 
establishments related to governmental 
programmes among redundant miners proudly 
prcK'luim that the economic regeneration and 
employ-ment programmes have proved 
successful. However, the cx-mincrs, 
organisations like Coalfield Community 
Campaign and activists counter their claims 
as 'false', 'partial' and pretenttnus’. 

Of course, there is booming business and 
various economic activities in the ex-mining 
areas, where new investmems arc coming, 
specially in the service sector and land, labour, 
landscape, infrastructure, everything is on sale. 
But all these arc surrounded by the overall 
dominating background 6f a disheartened, 
disturbed and depicting human resource. A 
supply side economy hasafri vcd. fiowing from 
top to b<Htom, and Ihe redundant miners, 
workers and trade unions have very little say 
ift deciding their future lives and livelihood. 
Society and polity desire to get rid of Ihcir 
mining image and their doings and undoings 
in Ihe recent past: but the past still dominates 


' (he present and hauiuk the entire life. 
Governments warn lo build a new economic 
community, but only a^er destroying the 
community spirit of society. 

“Everybody is stabbed in the back, and 
left to fend for themselves'', says an ex- 
Frickley miner in Wakefield district. The 
colliery was clo.sed in 1993 and altogether 
722 miners were made redundant. Fnckley 
is not the only one. and many othercollieries 
like Sharlston, Royston Driit, South Kirkby, 
Ferrymoor Riddings. Woolley, Kiaslcy Drift, 
etc. were closed and more than 10,000mi nets 
unemployed. The closure has also taken 
place in areas adjacent to Wakefield district 
in the Dcnby Dale w <rd, the last twocollierics 
at Kirklecs. Emiey Moor and Park Mill 
closed, with a loss of hundreds of jobs. 
Savilc. Ledston Luck and Allcrton Bywatcr 
collieries in the Leeds disinci were also 
clo.scd with a lo.ss of almost J.{XX))ohs. With 
Kcllingley workforce being reduced from 
around 2,500 in 1984 to 500 in 1994. there 
has been a total loss of more than 6.(XX) 
mining jobs in the immediate vicinity of 
Wakefield district. 

The Economic Development Dcpaitmcnt 
Fact Sheet ofCity of Wakefield Metropolitan 
District Council admits that, “other 
industries, particularly engineering, power 
generation, construction, and road and rail 
transport have also been affected. The 
negative multiplicrcfTect of colliery closures 
means that at least two jobs arc lost for every 
one in mining. In the mining engineering 
industry alone at least 2,000jobs have been 
lost since 1984 in Ihe Wakefield disinci and 
one ol the last remaining major companies 
estimates that for each employee they have 
lost, five jobs have gone from their 
suppliers.... Theserelatedcifects have meant 
that new job opportunities for redundant 
miners in adjacent areas or in other .sectors 
of the local economy are severely curtailed." 

The Wakefield and Dewsbury travcl-io- 
work area is located within the boundaries 
ol both Wakefield and Kirklecs Meiropoliian 
disincls. within both (he Coalfield and Heavy 
Woolen areas of West Yorkshire. The 
economy of (his area is also experiencing 
u sudden and significant break from its 
traditional coal, textile and engiiieering base 
towards service, distribution and construction 
industries. However, (his break has been at 
the cost of creation of a substantial number 
of redundant, unemployed and an under¬ 
utilised workforce - skilled in previous 
works, but unable lo secure alternative 
employment: retrained in new works, but 
finding it difficult lo be absorbed in new 
mdustnes. 

And the ‘real’ rate of uncmployrnem in 
Yorkshire’s coal ficld.s i.s almost double the 
officially recorded figure. According to S 
FmhcrgtII and Christine Beatty of Shcliicid 
Hallam University, the real rate of male 
unemployment is at 22.8 per cent in the 
Yorkshire region, which is almost 10 per 
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Destruction of Mining and Miners 

Mukul 

The destruction of mining in Britain has left a legaev of unemployment, 
depression and decline, with poverty, social deprivation and decay in 
housing and infrastructure being commonplace. 



cent higher than the official figure of 12.9 
per cent. The spokesperson of Wakefield 
Oistrici Council concedes that the 
uncmployineiii ligurcs ibrlhctwoiravcl-io- 
work areas, i c Wakefield and Dewsbury and 
Casticli'rd and Poniclract. actually mask 
concenirations of much higher levels of 
uncniploymenl. 

The fall in employment can be largely 
aitnbuied to (he coal and water supply. Over 
5(1 per cent of the unemployed miners have 
been unemployed tor more than one year in 
the Wakefield and Dewsbury TTWA - a 
massive increase over the previous years 
Face or other underground workers have 
virtuallv no job Research by the Yorkshire 
and Humberside Low Pay Unit shows that 
95 per cent ot workers from the Wakefield 
area and 77 percent from Kirklecs arccarning 
below ^ pounds per hour. "Not only is the 
pay low. but the workers have to travel 
greater distances for work, between 20 to 
50 miles", says Roger Cojan of Coal Task 
Force in Wakefield. 

Grimethorpe is few miles south of 
Wakefield disirici boundary, ih the Barnsley 
disirict. where live pits have been closed 
sinceOclober 1992 Peter,anex-Grimthorpe 
miner, commeius, "The training and 
cfiiploymeni schemes aie well intcntioned. 
but the tact is that there are hundreds chasing 
one |ob, and companies do not bother unless 
you are experienced." "Jobs - what jobs?", 
angrily asks .mother ex-miner. A survey of 
redundant miners Irom Grimethorpe by 
Coalfield Communities Campaign in 1994 
patnis a gloomy picture picture o( their 
situation .According lo this survey, more 
than .1 year alter coaling ceased at the pit. 
almost h.ill ol them remain unemployed 
The maioriiy ol those who .ire now working 
have experienced a drop in their earnings, 
oiieii a very substantial one. A massive 85 
jK'r cent ol the lormer miners arc worse oil. 
even when they are looking for a wide variety 
ot employment - l.iciory jobs as well as 
driving woik. service sector employment as 
well as in the building trade 
In the lace ol this massive destruction of 
industry, employment and conimunily. 
gosciiiments are taking a number ol policy 
and developinenlal issues to denote 
something closer to the 'regeneration of the 
borough'. Re-indusirialisalion is one of 
iheirgrandobicetive: A balanced, adaptable 
economy, stable, well p.iid jobs; environ¬ 
mentally Iriendly industries: training and 
cdiiiation. etc. Rut the policies allow 
indusiry and jobs at any price. Thus Peter 
M'.Hire. hc.id of the department of economic 
de\elopnicnt, Barnsley Metropolitan 
Borough Council, sounds like this, "We are 
going lor rc-industrialisalion and a strong 
maiuilacturing base is a pre-requisite for 
this In the past six years, 80 new companies 
invesied in the area and Iheir fixed as.sct 
investment is around .500 million dollar. 
They are Irom the US. France, Italy. Japan, 


Turkey, Seandimivia. etc... We are a ciw^t 
place to manufacture. In terms of being 
attractive investment, a German labourer 
rates $ 25 an hour. We arc half of that. As 
long as we arc cncap and competitive, we 
can go ahead... Now many companies here 
don’t have unions. They do not need the 
unions. It’s a dramatic change. Though 
overseas investment has long mcmoncs that 
the UK IS a trade union, labour oriented 
country. Particularly Americans have this 
opinion that UK has a bad track in unions. 
But now we have the best industrial relations 
in western Europe and sometimes it is better 
than the U.S as well." 

Rotherham has the highest unemployed in 
the Yorkshire region. There were 11 mining 
villages and more than I5.(K)0 miners. The 
destruction of mining has left a legacy of 
unemployment, depression and decline, 
where poverty, srKial deprivation, substantial 
decay in housing and infrastructure arc 
common place. Dinnington village, in 
common with other coal mining villages, 
had developed strong, supportive, close knit 
communities. However, with the loss of the 
common bond of the pit and Us supporting 
welfare siruclure, the village and the 
community are breaking down dangerously. 
And the process of development of new 
community and voluntary organi.saiions, or 
the sirengtheningoi existing groups, is really 
slow. Michel, an ex-miner in this village 
explains. "First the colliery was closed. Then 
the shops, services, etc, also started to down 
Iheir shutters. There were auctions of large 
number of properties. Even our houses were 
auctioned. We campaigned and stopped that. 
I, as a younger miner, got retrenched, 
hoping ih.it I would find alternative 
employment Hut that has not materialised. 
Some time afier the closure, the redundancy 
problem actually came out. when the 
redundancy money went out... There has 
been a gradual detenoration of the vitality 
of our villages. The problem is not just 
here and there, it is a problem of future 
generations.” 

Chris Mallandcr. regional secretary. 
Coalfield Communities Campaign, and a 
rcprcsciiiaiivc of Rotherham Training and 
Enterprise Council worries, “It is now very 
difficult lo create new jobs. In spite of new 
enterprises and training, it is a difficult 
process, becau.se we have no direct control 
on the recruitment part. At last, Symphony 
Furniture is coming here and they would 
employ 1.200 people in Rotherham. They 
have agreed that they would try lo employ 
the unemployed cx-miners of Rotherham. 
The incentives arc right, framework is right. 
We have lo see how it works.” 

But the coal business in private sector is 
once again booming, at the cost of workers 
and Iheir rights. RJB Mining, which bought 
British Coal's English deep mines and open 
cast sites, is now finding its way to earn 
record profits. RJB now employs 9,I6S 

Economic 


includiflg 7400 rnihm in in 22 dtep 
and 18 cast mines. Output is nmning 
at 36 million tonnes a year. In figures for 
the year 1994, released on March 30, 1995, 
RJB lifted pre-tax profits by 32 per cent, to 
16.1 million pounds, beating its forecast. 

Markham Main Colliery is also back in 
operation, now in the ownership of Coal 
Investments pic. For long, the mainstay of 
cmptoymcni in the mining village of 
Armthorpe between Doncaster and the 
M 18, the mine employed 2.500 men at its 
peak, but when British Coal decided to put 
into 'care and maintenance' in April 1992, 
700 men lost their jobs. Clive Bcifield, 
underground manager. Coal investments 
pic, Markham Main Colliery, says in an 
exclusive interview, "In April 1994 
negotiations were finally concluded. Now 
there arc a total of 152 who 

produce 9,(KX) tonnes of coal per month.” 
He clearly maintains. "We are quite 
selective in terms of recruitment. There 
were thousands of applications for jobs, so 
we could aftord it. We don't have any one 
man-one job thing. We don’t accept union. 
You can be a member of a trade union, but 
we will not collectively negotiate with the 
trade union. Wc wifl only negotiate with 
our workforce." 

This IS a common trend in Yorkshire and 
Humberside, where ail the .six privatised 
large pits arc not recognising union at all 
to negotiate pay. working conditions, 
collective rights. As Paul Jagger, TUC 
regional secretary, sugge.sts in Leeds, "They 
imposcihemsciveson workers. The workers 
arc really frighthened. The union strongly 
fears that the employers will further curtail 
the wage level and workers’ rights, and 
also compromise with safety rules.” 
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PERSPfiCnVES 


Sustainability of Big Dams 
in Himalayas 

Jayanta Bandyopadhyay 

The debate on Tehri has highlighted the issues of displacement, 
sedimentation and seismic safety. It has also brought to the fore the 
possibility of an upstream-downstream conflict of international 
dimension near the borders of India, Nepal and Bhutan. 


THE monsoon climate in south Asia has 
always encouraged ideas ol storage of the 
abundant monsoon run off in the Himalayan 
rivers From a purely hydrological point of 
view, storage and wider distribution of the 
great amount ot water that Hows in the 
Himalayan rivers during the monsoon 
provide an excellent solution to the ever 
increasing water demands from the drier 
plains ol ihe Gangcs-Brahmapuira basin. In 
the case of Asia, the projections indicate that 
in the year 2(XX), the amount of waterdemand 
will touch 22 (VI cent of the available water 
le.sourccs. This is the highest among all the 
continents [Biswas 19951. The situation in 
the GBB IS surely one of the most acute 
within Asia. Large parts of iheGBB..specially 
in India, aie the hvationot highly producii ve 
irrigated agricuiiure and fast growing 
industrial economics. They have generated 
large demand for water and hydro-power. 
The Irrigation Commission (1972) of India 
has estimated that by the year 20(X). the 
requiremeni of irrigation water in the Ganges 
basin would be about 200 BCM. The hydro- 
potential in the Indian parts of the Ganges 
and Brahmaputra basins is estimated at 
45,635 MW at 60 per cent load factor 
[Narasimhan and Singh 19941. In the ca.se 
of Nepal, the economically exploitable 
potential at .50 per cent load factor has been 
estimated at 45,824 MWIWECS 1992 [.The 
domestic .supplies in the number of urban 
areas scattered throughout the Ganges basin 
IS fast proving difllcult to maintain. For 
downstream country Bangladesh, the 
construction of storage dams in (he 
Himalayan catchments of the Ganges basin 
is recommended as an ideal mechanism for 
the .storage of monsoon flows that can 
augment dry season flow at Farakka 
fChoudhury and Khan 198.3]. 

These various diverse interests have 
generated a view of inevitability of big 
dams onthe Himalayan rivers. A few smaller 
projects have been already completed and 
several larger ones planned in the Himalayan 
catchments of the northern tributaries to 
Ganges and Brahmaputra. These include 
rivers alt along the southern slope of tins 
Himalaya. KkeSubanstri. Tei»t3i. Saptakosi, 


Saptagandaki. Karnali, Mahakali. Alaknanda. 
Bhagirathi. etc jCWC 1992: Joshi 1994]. 
There is no doubt that from a purely 
hypothetical and hydrological perspective, 
storage of even a fraction of the huge flow 
and generation of hydro-electricity at the 
scale mentioned earlier, would go a long 
way in advancing economic transformation 
and development within ihcGBB in the next 
century. In short, these dams have been 
described as panacea for the poverty in the 
Himalayan region. However, decisions for 
(he construction cannot be guided by 
hydrology alone and oiher factors have 
started getting their overdue attention. 
According to Beard (1995)."earlier, building 
large dams and diversions was an acceptable 
approach [in the US] as long as there were 
ample water supfilies, plentiful government 
iunds and as long as environmentalists and 
indigenous peoples had limited influence... 
All of that have now changed." 

This change in thinking in the US is 
imfKirtani as a background information due 
to the liberal use by the engineers of the 
achievements of the Tennesey Valley 
Authority in mechanically steam-rolling 
decisions on the building of dams in general, 
without much concern about the local 
■specifics. In order that water development 
projects III predominantly poor areas of the 
Himalaya can be ecologically and 
economically sustainable and socially 
equitable, several other important policy 
dimensions related to the construction of big 
dams need to be looked into. In the absence 
of due attention being given to these 
important non-hydrological is.sucs, the pure 
hydrohigical exercises on planning of large 
dams may soon turn out to be only an 
unrealistic dream. Over the past few years, 
public debate over the desirability or 
otherwise of the propo.scd big dam at Vchri 
in the Indian Himalaya and (he relatively 
smaller proposed Arun 111 project in eastern 
Nepal has generated a wealth of literature. 
In this context of su.stainabiiity of big dams 
in the Himalaya, the debateoverthe proposed 
tehri dam on the nver Bhagirathi presents 
an excellent case for study. Dueiothetenacity 
of the activists of the Anti-Tehn Dam 


Committee, the debate on the Tehri dam. 
which started naturally on the question of 
displacement of and compensation for the 
local people, has grown beyond the narrow 
hydrological focus and attained an unusual 
level of sophistication in ecological and 
economic terms. The wide range of literature 
on the broad policy issues that thcTchri dam 
debate has generated [Anon 1990; 
Bandyopadhyay 1990; Valdiya 1992] 
provides a rich information base. In (his 
way, it can serve as a vital information base 
and important background for the evolution 
of overall policy guidelines for decision¬ 
making on other big dams proposed in the 
Himalaya. From this viewpoint the questions 
that have been rai.sed in the Tehri dam debate 
are of vital significance in finding right 
solutions to the question of opti mal uti lisation 
of the Himalayan water resources on a 
sustainable basis. 

DEBATii OVER Tehri Dam 

Tchn IS a small town in the Himalayan 
district of Tehri Garhwal of the Indian 
slate of Uttar Pradesh. During India's 
post-independence push towards rapid 
industrial isation, a poi nt downsi rea m of T^ri 
was identified as a promising sue for a big 
dam for hydro-power generation and 
irrigation. Official approval to the proposal 
for a 260.5 m rock filled dam was given 
in 1972 and administrative cicarencc at the 
state level was given in 1976. The Anti- 
Tehri Dam Committee was formed by local 
opfionents in 1976 mainly on the quc.stion 
of displacement, compensation and 
rehabilitation. The opposition turned to 
environmental factors in the monsoon period 
of 1978 when a massive landslide dam-burst 
Ol curred in the upper catchment of the river 
prixlucing cleva.stating Hoods up to quite a 
distance downstream of the dam site. This 
provided the push for the establishment of 
a govcnimcntal working group for the 
assessment of the environment impact of the 
proposed dam. It should go to the credit of 
the Anti-Tchri Dam Committee and the 
Gandhian social acti vi.st Sundcrial Bahuguna 
(1995), that the environmental impact 
assessment of the proposed dam was started 
in 1980, and subsequently improved over 
years. In contrast, the scientific community 
of India, except a few exceptions, had hardly 
shown any early or independent profes.siona) 
interest in the issue so significant for the 
growth of science and the society in India. 
It goes to the credit of many cn vi ronmcntalists 
of India that this debate has now reached 
most interesting and challenging professional 
heights. 

The repon of the governmental working 
group further stressed on the issue of 
seismicity in the Himalayan region as a 
major limiting factor to be considered for 


'.V k *' V ■ ' » r^i * ‘ ' ' » 

23k 1995 


2367 



dam safety. In 1990 a rhore detailed 
investigation was undertaken by the 
Bnvironmenial Appraisal Committee 
,EAC) of the ministry of environment of 
the federal government. From the report 
•>l the EAC |Anon 1990) three important 
environmental and socio-economic factors, 
among others, have emerged. On the basis 
ol these, the EAC recommended against 
the environmental .ipproval ol the dam 
project as designed. The paramelers on which 
this decision was ba.scd include, the question 
ut adequate compensation and reseilleineni 
lor ilie involuntarily displaced population, 
on the question ol higher rates of siltation 
and lower economic life ol the dam and on 
the scismit risk associated with large dams 
III the lectonically aciivc iiimalaya These 
laciors are not specific to Tehn dam alone 
and will equally apply in the case ol any 
other big d.im m the Himalaya As will be 
seen later, the const rue non of large dams for 
water storage to augmeiil Ican-peruHl flow 
IS seen as a solution to water conflicts in thc 
lower parts of the GBB This is why the 
debate on Tehri can be considered as a 
forcrunnertothc general policy and dec isions 
on the selection ol dam sues and siniciural 
design of the dams all along the Himalayan 
foothills, including. Nepal and Bhutan This 
makes thcTchri dcba'canissueol basinwide 
signiticance. 

There is aiioinerdimetision to such debates 
on the large dams m the Himalaya. That is 
the possible extension ol it to ihe status of 
an upstream lownsircam conllict of 
international Junension. In the ca.se ol Ihe 
Tchri dam, what is.i naiioitiil debate between 
the upstream and downstream iniere.st groups 
within India, in the ease ol other proposed 
big dams near the political borders of India 
and Nepal or India and Bluit.in. may surely 
become more complex in nature with Ihe 
M.sk ol the conflict becoming iniernaiional 
III naiuav II the questions which havocropped 
up in Ihe case ol Tchri aie ignored tor the 
present, they arc hound to emerge .tgain and 
again .it diftercnl locations li will, thus, be 
very important to addrc.ss Ihe spceifie is.sucs 
ol Tchri dam as rcprcseniativ c ol the general 
qiiestioti ol big dams in Ihe Himalaya. 

I>ISI1 A( I MSM AND Rl IIAUII II Al'ION 

In the dense!) populated foothill area.s ol 
Ihe Himalaya, ain consiruetion ofhigdams 
IS sure lo inundate human sctllemcnls and 
Ihe most leriile .igrieultural land In the c.ise 
of the pro posedTehri dam. direct involuntary 
displ.ieeineni will occur lor aboul 80.0(X) 
people. Indirccily. another large number ol 
villages would lose pans ol land or access 
nvad lo the nearest towns in the pl.iins. The 
naiional policy in India siipulutes that the 
"living standards ol those displaced should 
he inaiiitaincd at least at the same level, il 
not improved, to what they were prior to 
iheir involuntary displacement". The richer 


and more ihllaemlal ' 

of Tchri as well as the government offices 
have been rchabiliiaied in the newly 
constructed New Tchri iown.ship. There arc 
many problems, however with the displaced 
people of rural origin. Satisfactory 
rchabiliialion is a term which is dilTieuli lo 
evaluate, specially when it is entorecd 
through laws of imperial origin, like the 
i.and Acquisition Act introduced by the 
British rulers of India. In ihc ease of another 
big dam. the Three Gorges Dam in China, 
with a much larger degree ol human 
displaecincni. Hcggclund (1994) has 
described in detail this complexity and 
problems assiKi.ited with rchabiliialion With 
the present level ol marginalisation of the 
upland people, whose habitat arc ihreaiencd 
by submersion, adequate and salisl.ictory 
compensation and rchabiliialion may 
remain difficult for some more lime to 
come. There is a need lo redefine Ihc ethical 
and procedural dimensions of Ihc process 
on the basis of which a new legislation 
could he hiiill for Ihe purpose. There is no 
doubt that in an era eharaetcrised by 
growth of tree inaikei and priv.itisaiion. 
lompcnsaiion and reh.ihiliiation. olficial 
policy tor land aquisiiion should noi he 
driven by coloni.'il in.scrumcnt like the Land 
Acquisition Act. Insiead market value and 
individual agreenienis should he the basis 
ol such processes. Such u step, however, is 
sure to push up ihe cost pan of the projects 
and leJuee ihe auihorily of Ihc various 
lobbies ih.ii operate through Ihc tunetioning 
of Ihe stale .ipp.ir.tUis Its aeceplanec would 
al.so provide Ihe upsireani people in the hills 
and mouniams w ith a gwHl bargaining power 
lor agreeing lo allow water projects for the 
henctii ol downstream economics The 
disregard lor ensuring proper rchabiliialion 
and lack ol human Loneern towards 
displaecmeni. as was loimd in the ease oi 
the Tchri dam, and as noted by Ihe EAC, 
may not be pvissiblc under that changed 
situation The FiAC observed: 

inilially llK'pri)|cel autliorilicshud|>io|M)scd 
lo asqiiiic loicsl l.ind tor rchuhilitalion 
purposes Howevet. wiih the piomiilgation 
ol the Forest (ConservationI Ael, 1 ‘)H0. lorrsi 
land e.irmaiked lor the project are no longer 
av.iilahle the oiisiecs ihcrelore. logically 
ask. ’Where is the land'*’ 

Such situations indicate the continued 
marginalisation ol the upstream people in 
the question of dcci.sion-making on the 
upstream waters. This son of uncertainly in 
the process of rehabilitation is bound to 
generate serious opposition Irom upland 
eommuniiies to (he consiruetion of big dams 
in (heir own habitat, in view ol the dcn.sity 
ol (he present population m the lower parts 
ol (he Ganges basin and the scarcity of forest 
land (hat could be used for rchabiliialion. 
this basin presents a specially difficult. 
situation in terms ol compensation to the 


invpttmia 

to be increa.singiy important with grovkihg 
awarcnes.s of the upland penjide of their 
continued marginalisation. However, after 
a long period of adviKacy on behalf of the 
upland communities, recognition of these 
problems in Ihe global platforms and the 
hope of protecting Ihc financial interests of 
the upstream people i.s slowly emerging. In 
Ihc third session of the UN Commission for 
.Sustainable Development, n was stressed 
that ‘there is a need lo take a new look at 
the overall flow and lull-cost pricing of 
resources and services lo and from mountain 
area, including water,...’ (UNCSD 1995], 
The spirit of this stand taken aua global 
platform will soon have to be internalised 
and operationalised in decision-making. The 
issue of displacement and compensation 
should be sorted out through satisfactory 
and negotiated agreements. Ifthc Himalayan 
waters arc economically essential for the 
plains. It should he adequately paid for by 
the consumers. Any effort at making the 
upstream people .sacrifice their economic 
inicresis will only enhance ihedcl.ty in sorting 
out the displacement question and lead to 
far more economic losses. 1 >i; delay in the 
ease of the Tehn dam has already shown 
how costly It can he. All this makes it clear 
that if the hydrological advantages of the 
Himalayan rivers have to he economically 
utilised, development of effeeliveeconomic 
instruments to compensate and rehabilitate 
the displaced people satisfactorily should he 
ihc starling point. 

.Si 1)1 Ml NTADOS AM) ECONOMK Llll: 

Ol- Re-servoir 

A major factor in Ihc assessment of the 
economic performance and efficiency of 
dams IS (he rale ol .sedimentation, both 
suspended m.iicrial and hedioad. Due to the 
geological and climatic pceuliartlic.s, the 
Himalayan rivers carry some of the highest 
sediment loads in (he world | Bandyopadhyay 
andGyawali 1994). Hence, .special alicniion 
needs lo he given to lhi.s factor in the design 
and estimation of Ihc economic performans c 
ofihcdanis. NcilherlhcpnKcsscsof.sediment 
generation, nor (he nature of its transportation 
in the Himalayan context have been .studied 
and understood systematically. In the ca.se 
ol the Jamruni dam in Ihc adjoining distriet 
of Nainitai. the observations of Chandra et 
al (1981) is a>mradictcd by Anbaiagtm (1990) 
and Anbalagan ct al (199.1). This divergence 
in Ihc calculation of the sediment load and 
(he lock of the knowledge of a convincing 
mechanism tor calculating the impact of 
single large flood events 410 Ihc nature of 
sediment transportation, make.s the 
c.stimation of the life of dams in the Himalaya 
little different from an informed guess. 

As a result, total chaos has reigned over 
.sediment load calculation for the Tchri dam 
site- Longderm observation; are missing 
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concerned process has not heen sensitive lo 
t he basic dynamics and processes ufsedimcnt 
generation and deposition in the upper 
catchment arcasof the river Bhagiratht. Smgh 
and Raj (1992). on bchali of the Tchn dam 
project, has Iricd to relate the tile of the 
reservoir with catchment area treatment 
alone, ignoring the fact that in the conditions 
ol Himalayan watersheds, natural geological 
processes contribute overwhelmingly to the 
generation of the sediment load This cannot 
be reduced hy any kind of cuichmcnt area 
ircaimcnt. TTie EAC pointed out that ‘the 
project uuthonlics have taken the stand that 
the 1978 (the year of the major landslide 
dam burst in the uppe catchment) silluiion 
was unusual'. This was the basis for this high 
sediment load data to be excluded from the 
c.'ilculalions ot average rate of sillution. This 
runs contrary to ihe fad that in Ihc Himalayan 
context, sediment generation is much more 
dependent on large events like the landslides 
than uniform soil erosion relaied processes. 
The sudden and uneven nature of sediment 
generation, as was observed in 1978, is the 
usual process and in no way it can be ignored. 
Exclusion of large events like Ihc 1978 
landslide undermines ihc very scientific basis 
of sediment loud calculations. .Such pr.adiccs 
will invariably Ic.id to an equally incorrect 
and high economic life of the reservoir. It 
IS not an unexpected result that major 
Himalayan dams like the Pong in Himachal 
Pradesh or Ramgangu in Uttar Pradesh have 
been silicd up at rales lour or five limes 
highci than Ihe assumed ones. The spccilic 
ecological conditions prevailing in the 
Himalaya demands a more compleic 
information base on ihc loiality ol the 
sediment movement m the rivers to assist 
correct economic investment decisions being 
taken. This issue is equally applicable in all 
the dams proposed in the southern aspect of 
the Himalaya. Since a high sediment load 
will mean a lower economic life, this factor 
has a strong inllucncc in altering Ihc 
economics of the dam. When designed on 
the basis of more dependable and complete 
sediment data, the economic life of dams 
may turn nut lower, as a result of which Ihe 
price of the product, either water or power, 
would have to he much higher Accordingly, 
the construction of dams may not he profitable 
without enhanced price of water or power - 
a situation under which the demand of these 
products may .shrink substanttalfy. If 
proper market survey is undertaken for the 
products of the proposed Tchri dam at free 
market prices, the economics of the dam 
may become very differeni. 

Seismicity and Dam Safety as 
Limitinci FActoas 

The mast inien.se public tk4>aic on thc'^ 


Tchri dam has centred ivtwnd the issue of ’: 
seismicity and dtim sofcMy. The rdcitsinguf 



'^Ic^affemR^ to the ht^ 
uneettaimy in knowledge and divergence in 
scicniilic opinions on the seismicity issued 
IS the most significant contribution of the 
public campaign agaiast the Tchri dam. For 
many urban environmentalists in India, 
notwithstanding their own water and power- 
intensive lileslylc. building up on the .scenario 
of a possible post-dam-hurst holocaust has 
become another topic for sensationalising 
the anti-dam campaign. This docs not, 
however make the issue less import.mt. The 
credit ot so eloquently articulating the need 
tor an interdisciplinary evaluation ol the 
Tchn clam, specially on the seismic risk 
issue, goes to Gandhian social activist 
Sundcrial Bahugunu who went on an 
indefinite 49-day prayerful fast in 199.5 
demanding this wider review of (he human, 
environmental and salcty aspects of (he dam. 
In the hi.slory ofcnvironmcntal movements. 
Ihc anti-Tchri dam campaign will remain as 
one of (he mo.sl important professional 
contributions of social activists to the 
advancement of the methodology of 
environmental impact assessment ofhig dams 
in the Himalaya. 

The potential ot earthquake disa.sicrs all 
along the Himalayan plate boundary h.ns 
been well known and widely accepted 
(Khuttri I9K7|. On the basis of the risk 
associated with possible damage from 
. earthquakes, the wisdom behind the decision 
for the construction of big dams in the 
Himalaya has been quc.stioncd (Valdiya 
1992, 1993). 'Concern about seismic safety 
of dams has been growing in recent years 
as It has become evident that Ihc earlier 
psciido-siaiic design concept is inadequate' 
IMalla and WciKind I993|. A debate ha.s 
been going on lor years on (he adequacy of 
the prc.sem design of Ihc Tchn dam to sustain 
the dam against the maximum credible 
earthquake expected inthcarea. Commenting 
on the possibility of a dam of similar design 
being approved in a similar geophysical 
setting in the US. Brune, director of the 
Seismological Laboratory of the University 
of Nevada. US. commented that “there is no 
chance (hat a dam of similar circum.sianccs 
as Tchn dam could be licensed ...in the US.” 
The occurrence of a major earthquake in 
1991 in (he upper catchment areas of i he dam 
has funher strengthened (he environmental 
opposition. Commenting on Ihc seismic risk 
associated with the Himalayan dams. Khatiri 
(1992) wrote: 

A number of dams have been constructed 
in (he Himalaya during the past 50 years. 
Since the historical dataon great earthquakes 
is very meagre and their return periods arc 
not well con-strained. Ute hazard to these 
structures from such earthquakes is uncertain. 
Questions about the inadequacy of this 
knowledge base had been raised by Gupta 
(1984). Gaur (1993) presents an adequate 
articulation of the nature of this uncertain 


____ 

bow utd iyMcnu^ 
on which structural dnlgn of darns cinild 
be based with rcasonahle ccriainty. Similar 
uncertainty is expressed by Normile (1995), 
in the ease ol building construction. The 
n.Tturc of the diversity of opinion between 
the engineers and the scismologi.si.s is 
apparent from the (wo following quotes. 
Srivastava (IW2). professor of earthquake 
engineering at Riwkec University claims 
that even though various approaches and 
methodologies for determination of 
earthquake lia/ards at a particular dam site 
have huilt-ii) uncertainties, a conservative 
ussc.ssmcntofseismic evaluation parameters 
can be made to ensure overall stability and 
performance of high dams with adequate 
salcty margins'. On Ihc other hand, analysis 
of the seismic hazard m the Tchri region 
hy Khatiri (1995) indicates that the dc.sign 
llgurc of Ihc peak ground acceleration 
should he about 0.9g, which is much more 
than the one used in the present design of 
the dam. In the same way several other 
professionals show a lack of confidence in 
the existing design practices. Comciro, 
professor of architecture at the University 
of California. Berkeley and an expert on 
the evolution of seismic provisions of 
building codes confessed that ‘the history 
of Ihc seismic (design) codes is a history 
of disasters' [Normile 1995). In the same 
manner, referring to the damage caused to 
the buildings by the Norihridgc and Kobe 
earthquakes. Mahin. profes.sorof earthquake 
engineering at llic same university 
commented that 'a class of buildings we had 
a lot of faith in has been proven pretty 
dangerous. . .1 am very worried :»houl it’ 
[Normile 19951. 

The makers of public policy .is well as 
those who would invest in the'big dam.s in 
the Himalaya need to tread a cautionary, 
approach (ill more unified scientific view 
is available. The gathering of more 
sysicmalic knowledge and data-base for 
this will need sysicmalic studies spread 
over a long lime-span. Construction of 
dams, when undenaken in the mean time, 
will have to ensure increased insurance and 
a high factor of safely against seismic risks. 
This will entail higher invesimeni on the 
projects and may alter the economics of the 
dams altogether. It is here that the two 
environmental peculiarities in the 
Himalaya, of high .sediment load and high 
seismic risks, limit the possibility of taking 
advantage of hydrological peculiarity of 
large monsoonic flow in the same region. 
Under these conditions, decision-making 
has to be based on a complex inter¬ 
disciplinary optimisation and caniioi be 
guided exclusively hy hydrological 
objectives. 

Tltc progress of the dchato on ihc Tchn 
dam will definitely aci as .t guideline for 
future decision-making in the ca.se ot many 
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For coumriec like Nepal and BhuUn, water 
resource Is the most important natural 
resource from the viewpoint of economics. 
The focusing of the debate on the seismic 
risks may extend the debate to a new 
dimension of upstream-downstream 
conflict in the region. When both the 
upstream and downstream areas of the dam 
fail within one nation-state, as in the case 
of Tehri. the decision-making process is 
often inlluenccd more by the economic 
growth factors at the cost of social and 
environmental damage factors. However, 




volume, independent of the availabiKty of 
hydrulogically feasible storage sites. When 
all the factors arc adequately considered and 
a more comprehensive costing undertaken, 
sustainability of large and safe dams fur 
storing of Himalayan w,iters will surely 
demand a much higher investment in the 
construction, which in turn will enhance the 
price for water and power. It is clear that 
liberal international funding for the 
construction of large dams, that was available 
in the earlier years, is drying up. The 
economic feasibility of future large dams in 
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when the upstream and the downstream 
areas fall in two different countries, as will 
be the case for dams all along the southern 
border ol Nepal and Bhutan, this will not 
be the case. Under this situation, the 
question of dam safely will then be 
addressed singularly by the downstream 
country and governed by international law. 
This will create an additional factor for the 
downstream country to influence decisions 
in the upstream country. Since all the future 
water management projects will have to 


the Himalaya will finally depend on whether 
the politically powerful downstream 
economies will be ready lo pay adequately 
higher price tor water or power. Himalayan 
water need not for ever be considered by the 
downstream plains as a free gift brought in 
from the up.stream areas by colonial laws 
used by the state. 
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August 16, 1991 al the .Sth .Siockholin Water 
Symposium.) 
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Family naiming and Fertility 

N Krishnaji 

Regulating Reproduction in India’i Population: EfTorts, Results and 
Recommendations by K Srinivasan; Sage Publishers, 1995; pp 329, Rs 350. 


THE Indian population is likely to cross 
the billion mark by the end of the century. 
Although the population growth rate has 
at last begun to show signs of deceleration, 
it may remain high for many more decades; 
high enough, according to some plausible 
projections, to make us the most populous 
country in the world by the middle of the 
next century or a little later. That dubious 
distinction we will attain because in China 
the deceleration In population growth 
started much earlier than in India. In this 
context it is necessary to remember that 
India was probably the first country to have 
started a family planning programme. Our 
experience in the last four decades or so 
with the population control programmes 
therefore requires .study, especially to 
understand why they have not been very 
succc.ssful. 

Even without much analysis one can say' 
that family planning programmes tail 
largely because ol the complexity of the 
processes ot fertility decline. In particular, 
a rapid reduction in fertility cannot be 
engineered through a simple mix of 
inccni IV c and di sinccnii vc policies dcsi gned 
from above. This we know now from recent 
experiences in several poor countries. 
Therefore, to understand and assess the 
prospects of lertilitydcclinc. it is not enough 
to ‘evaluate* the design and effectiveness 
of specific family planning policies: it is 
necessary also to study the siKial and 
economic conditions - at the macro .ind the 
family levels - that promote the general 
acceptance of a small family norm. 

In the book under review K Srinivasan 
attempts to “understand the nature of efforts 
that have been put into the Indian family 
planning program!me], (be results achieved 
at state and national levels, and the 
implications of successAii experiences 
within the country that may help to-make 
the program|mc| more effective”. This 
means that the author is looking at the 
problem from above, from the policy¬ 
maker’s perspective to find out why spociHc 
policies iuive worked or failed to work and 
so on. The successful experiences that the 
author refers to arc those of Kerala, Tamil 
Nadu and Goa, states in which a noticeaMe; 
demographic transition has taken place and' 
is progressing. 


Indeed, the ongoing transition to low 
levels of fertility has begun at different 
points of time in the three states and, 
moreover, available knowledge suggests 
that the underlying factors were also 
different. So, a comparative study of the 
experience the three states will certainly 
be useful. However. Sriniva.san uses an 
over-simplitiedand onc-sided approach for 
the purpo.se. I Ic neatly summarises his study 
through a picture (p 263) which portray's 
the differential contributions of the 'top- 
down' and 'bottom-up' forces to the fertility 
transition. The top-down forces are: 
political will, bureaucratic efficiency and 
lEC services; and the boltom-up forces are; 
exposure to the west, status of women, 
high female literacy and low infant 
mortality. The picture shows that in Tamil 
Nadu the top-down forces contribute 7S 
per cent and the bottom up 2S per cent to 
the transition; the shares arc reversed in the 
case of Goa: and in Kerala the distribution 
is SO-.SO. 01 course, the author presents this 
picture lor illustrative purposes, but the 
text which precedes the picture (chapter 7) 
is no more revealing than the picture. 

That is because this all-important 
comparative analysis is squeezed into one 
chapter which barely accommodates the 
facts relating to ihe iransiiion in the three 
states. For example, Ihe Kerala case alone 
has been extensively studied and the debate 
or ‘how It has happened' there is a 
continuing one. In particular, while female 
education and empowerment on the one 
hand and radical and egalitarian politics on 
the other have been cited as crucial factors, 
the literature does not suggest autonomous 
roles to cither set of factors; nor docs it 
suggest a neat division of any set of factors 
into top-down and holiom-up ones. Most 
importantly, public action in the spheres 
relevant to demographic transition (for 
example, disease prevention and control, 
to mention only one) has had a long history 
- a history that is not readily translatable 
into a package of policies for fertility 
reduction in other states. 

In the case of Tamil Nadu. Srinivasan 
begins with a brief reference to E V 
Ramaswamy Nakker’s ‘self-respect move¬ 
ment' of the 1920s and says: “The political 
advantage emanating from self-respect 


marriages seems to he the perpetration of. 
the small family norm in Tamil society 
even before independence”. To say tlw 
least, there is no evidence to support the 
statement. Anyway, the author has no time 
to study ‘movements'. He quickly pastes 
on to political will and bureaucratic 
efricicncy, the major factors in his analysis 
responsible for Ihe recent reduction in 
fertility. He mentions in this context the 
noon meals and other nutrition support 
schemes and refers to the effective 
communication strategies adopted for the 
implementation of various government- 
sponsored schemes including Ihe family 
planning programme. An example:"... the 
family planning message now displayed 
on all public vehicles in Tamil Nadu has 
come about because of a directive from 
Tamil Nadu's chief secretary to transport 
authorities that a message be painted on 
the rear of every vehicle as a part of the 
‘fitness certificate clearance procedure' 
Mild coercion for effective communication. 

The fact of the matter is that the Tamil 
Nadu experience (as well as that of Goa) 
has not t^en adequately analysed .so far to 
allow for theorising as in the case of Kerala. 
Superficially it would seem that in Tamil 
Nadu Ihe Kerala model is repeating itself 
with a time lag of about two decades. But 
the differences arc quite transparent (for 
example, the absence of significant land 
reform in Tamil Nadu). It is ol course 
legitimate to ask how much the so-called 
populist policies of recent times in Tamil 
Nadu have actually contributed to the 
welfare of the common people in a lasting 
sense and to what extent bureaucratic 
efficiency has contributed to the success 
of family planning programmes. However 
if one wants to chart the course of fertility 
decline, it cannot be done in terms of the 
doings of the government alone. 

The book under review is however, as said 
before, exclusively concerned with the 
actions of governments. Thus, afuirt from 
chapter 7 covering the case studies descussed 
above, the whole biMik is about policies and 
programmes pursued by govemmems. their 
effectiveness, and so on. The coverage in 
this respect is quite cxhau.stivc; indeed the 
author begins the story of family planning 
perspectives Irom the pre-indcpcndcnce 
times and ends it with a rcpnnt of the Drat) 
National Population Policy (1994) of the 
government of India. 

Those concerned with policies and 
programmes will therefore find the book 
very u.scful, but ihc social scientist 
interested in the dynamics of fertility decline 
as a complex social process will gain little. 
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Hm God That Foiled 
N C Saxena 

Constituting the only analytical study based on 
empirical data, this book tests a number of theories 
associated with the green revolution. It will interest 
agricultural economists, environmentalists, foresters, 
international agencies and po'icymakers. 

Rural Development Forestry Network Newsletter 

Saxena's work is meticulous in its Held analysis. 

The Economic Times 
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fARJW FORfSTRY IN SOUTH ASIA 

luliled by N C Saxena and Vishwa Ballabh 

The n•‘•)wm^r coiu'erii over the disapiK-araiice of forests 
and tile resultant research and development in farm 
lorestry have unfortunately uenerally ignored the 
farmei pc-rsi)eciive t'omprisin^; 14 case studies, the 
volume covers two major themes, traditional aK'roforestry 
patterns, and the response of farmers to the farm 
lorestry programme. 


LANb RIPOiillllS In INDIA 

Vol 1; lihor-lnttilullonoi Cootlroints 

Edited by B K Yugandhar atid K Gopal Iyer 

...the book...(points) out the various lacunae of the land 
reform measures in the state, both, at the conceptual 
as well as the implementational levels....Taking up the 
different facets of the land reform question in all its 
complexities, (it) does serve an useful purpose....An 
admirable treatment of the subiect...(the book) succinctly 
sums up the dismal situation in the land reform front. 

The Telegraph 
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LAND RIPORMS IN INDIA 

Vol 2: Rojotlhan-Foudalism and Chongs 

Edited by B N Yugandhar and K Gopal Iyer 

Written by scholars, administrators and activists with 
indepth knowledge of the grassroots situation, this 
volume covers six major issues: land reform and 
economic development, status of land ceiling, impk'mentation 
of tenancy reforms, allotment of government and 
community lands to weaker sections, computerisation 
of land records, and protection of the land and forest 
rights of tribals. 

■ 1999 • 344 yagw* • R* 399 (clwfh) 

MiTHODS FOR DEVBLOPMENT WORK 
AND RESEARCH 

A Guidt for PraclitloiMis and Funding Agenoes 
Britha Mikkelsen 

This is a richly illustrated guide to a variety of 
quantitative and qualitative, rapid or comprehensive , 
methods for research and practice in development 
studies. Providing practical examples, techniques and 
tools, the book closely examines both the concept of 
participation and ethical considerations in fieldwork. 


■ 1994 ■ 340 pmgmt ■ Rs 439 (clwlb) ■ 1999 a 399 |Mi 9 *a • Rs 490 (clwlb} ■ Rs 339 (pwfMr) 


CONTESTED DOMAINS 

Th( StoK, Ptosonts ond Forests in Contemparary India 
Akhileshwar Pathak 

The conflict over forests between the state and forest- 
dwelling communities lorms the subject of (the) book. 
I'.ithak succeeds in giving us a worm's eye view of 
lorestry conlhcl among the forest-dwelling tribal 
communities ol central India .. .An informative book 
which provides a detailed account of contemporary 
forest use practices and the conflicts over them. 

Indian Review of Book* 

■ 1994 ■ 174 pag** > R* 110 (clwlli) 
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Conflict and Cd^id^ratiim iii Sdti 

VSSheth 

External Compulsions of South Asian Politics edited by Shelton U Kodikara; 
Sage Publications, New Delhi, 1993; p 352, Rs 325. 


THE end of the cold war has in a signiticant 
way affected international relations. The 
withdrawal of competing ideological 
interests of superpowers have been con¬ 
ducive to the resolution of several regional 
conflicts all over the globe. However, some 
conflicts have persisted and new ones have 
come up in the face of growing inter¬ 
dependence of humanity. 

The volume under review deals with 
politics among .south Asian countries which 
have sustained conflicts within and between 
nation states of the Indian subcontinent 
despite a transformation in global relations 
between major powers and their allies during 
the last few years. The edited work ofShclton 
Kodikara, former visiting S A ARC prolcs.sor 
in Delhi University, l992-d.l,isnchinovcrall 
information and analysis. It contains 16 
articles written mainly by scholars from 
south Asian countries and various documents 
and agreements concluded between India 
and its neighbours Sri Lanka and Nepal. The 
writings arc comprehensive and deal w>(h 
the subjects such as the major external 
powers' interests, the south Asian reactions 
tothccri.sisinthc Gulfand internal problems 
faced by souih Asian countnes. 

Reviewing the writings of various .scholars 
one finds that authors differ in their 
understanding and approach to the problems 
of the region. The basic premise of Rasul 
Rais' article is valid. He states that the south 
Asian sub-system is Indo-centric in character; 
slates of the south Asian region have not 
achieved optimal levels of political 
integration and the slate interactions in the 
region arc amix of co-operation and conllict. 
Pervaix Cheema substantiates the point of 
India's dominance when he states (p 49) that 
all south Asian states except Pakistan have 
informal region security systems with India. 
Rais (pp 24 and 27) says: “In Pakistan's case 
the basic dnvc to search for alliances came 
from the regional threat milieu” and 
“motivation for a middle power status would 
continue to guide and inspire Pakistan's 
regional and international agenda". While 
one cannot dispute the ambitions of Pakistani 
elites to gain the .status of a middle power, 
the desiretoiniegratcitselfin military alliance 
with the west originated after the Pakistani 
ntling elites in the early daysof independence 
were thwarted by Indians in annexing the 
weak, defenceless autonomous lerriiory of 
Maharaja of Jammu and Kashmir. Mun|; in 
his aiticle states that the rhetoric of containing 
conimunism in the post-world war period 


provided a ba.sis for US policy-makers to set 
up structures of military alliances in Asia, 
and that India was not persuaded to join the 
western alliance .system in the 1940s and 50s 
as it was considered weak, unstable and on 
the vergeof disorder, and therefore, incapable 
of providing leadership to the south-cu.st 
Asian countries in the struggle against 
communism. 

Rais (p 25) professes that the in.stability 
in the south Asian sub-system and the 
resultant amenability and vulnerability to 
the inirusivcness of the global system has 
been due to India's struggle for a role as a 
regional power and the effoits by Pakistan 
and other smaller powers to maintain 
autonomous and sovereign existence. These 
assertions, like the earlier ones, do not .square 
up with the factsol history. The bureaucratic- 
military leadership in Pakistan had during 
SOs and 60s ruled the country with the western 
support and it was thcircontcmpt for domestic 
legitimacy which resulted in the gross abu.se 
of power. India and Pakistan engaged in 
three armed conflicts which led to the 
independence of ea.st Pakistan in 1971. As 
a consequence ol this the global security 
system intruded the region insofar as India 
had to safeguard its security and political 
interest in a conflict with the west-supported 
Pakistan. Indeed, India would not have 
suffered at the hands of Chinese in the early 
1960s, if it had taken its regional hegemonic 
role .seriously after independence. 

S D Mum in his paper explains the 
relationship between the competitive 
globalism ofihe US and its fluctuating interest 
in the south Asian region. He maintains that 
the shift in the US-south Asian relations is 
likely to be maintained and enhanced in the 
pn.sl-cold war and post-Gulf war situation. 
He IS further of the opinion that US policy¬ 
makers in their anxiety to safeguard US 
strategic gains underestimated the complexity 
of the Kashmir dispute whieh is deeply 
embedded in the subcontincntal history and 
psyche. 

PervaizCheemu outlines four major issues, 
namely, Kashmir, nuclear weapons, periodic 
domestic upheavals and the presence of 
external influences as responsible for 
generating ill-will, between India and 
Pakistan. As regards the Ka.shmir dispute. 
Cheema'$ solution to Kashmir problem 
(pSI) may appear unacceptable to the 
objectiveobserverof the scene. The writings 
of Kodikara. K R Singh. Bikram Shah. Leo 
Rose, Amol Jayawardeneeffectively portray 


infernd amt exicl^ ^sures under which 
south Asian states qot^ci their bilateral and 
multilateral relations'. 

It cannot be gained that the high degree 
of political tension in the region has made 
the process of community formation and the 
promotion of a common regional identity 
difficult and complex. Institutionalksation of 
SAARC would definitely strengthen the 
regional identity of south Asia and promote 
the process of interconnectedness among^ 
member states. With the transformation of 
dynamics and structures ot major power 
rivalries, the global system has changed. 
However, the impact of global change on 
regional goals and rivalry between India and 
Pakistan has been marginal. As there is nO 
attitudmal and institutional change in 
Pakistani political set up. the rise of 
fundamentalist and terrorist forces in the 
vacuum created by the disappearance of 
competitive globalism of superpowers has 
been taken full advantage of by Pakistani 
ruling elites to create di.sturbanccs and chaos 
in the neighbouring Indian border states. 
Thcevidence of lack of change in perception 
of Pakistani elites is provided by Cheema; 
(pp 46 and 47), when he states that India 
has not accepted the birth of Pakistan and 
resolved issues arising out of the partition 
prtKcss peacefully. Forgetting the chain of, 
events tn the c.irly days of partition, hC' 
asserts that the Kashmir dispute is a constaiit 
reminderof Indian highhandedness, and also 
an evidence of broken pledges and Indian 
duplicity. Wiihthchclpof post-independence 
history of relations between India and 
Pakistan, it can be however as.scrtcd that 
the successive ruling Pakistani elites, 
inheriting the pre-colonial and colonial 
legacy of communal cleavages in the Indian 
subcontinent have been unable to replace the 
imperialist or expansionist urges with that 
of peace and co-opcration. 

It is to the credit of Shelton Kodikara that 
while editing the volume he is careful not 
to put the writings of various scholars into 
a value-based single theoretical framework 
and this in turn has made it an useful reference 
material and subjcctof lively debate. .Students 
of south Asian politics in particular and 
international relations in general may be 
advised to be careful in identilymg national 
prejudices ol the scholars from objective 
facts and analyses reftected in the wnlings 
of various south Asian .scholars 
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Water, Sanitation and People’s Response 

Rajesh Kumar 

Studying Hygiene Behaviour: Methods, Issues and Experiences, edited 
by Sandy Caimcross and Vijay Kochar; Sage Publications, New Delhi, 1994; 
Rs 325 (cloth). 


THE book is a comprehensive work on (he 
dynamics of human behaviour, based on 
cxpcncnces of researchers from different 
countries Sandy Cairncross, in the opening 
chapter very rightly proposed that the change 
in behaviour is more beneficial than 
providing say ‘only improved quality of 
water'. The review of experiences leads to 
(he conclusion that it is very difficult to 
measure the simple behavioural patterns 
which affect factors such as household water 
consumption. There is a need to develop a 
set of tools for (he operational evaluation of 
water and sanitation projects. 

The literature presented in Section I arc 
based on concept formation, theoretical 
framework and methodological issues. The 
importance ol qualitative, open-ended and 
informal introduction wiih the setting in 
which behaviour patterns ol people takes 
place has been emphasised. Cultural 
perceptions or meanings associated with 
the behaviour al.so needs to be .studied. 
Stress has been put on the familiarity of the 
researcher with the cultural selling. 
Behaviours originate in (he varied cultural 
settings and can interrupt disease 
transmission. Bateman provides the reader 
with a Iramework for defining hygiene 
behaviour by examining iransmisston of 
water and sanitation-related infectious 
diseases by developing an index of trans¬ 
mission pattern Behavioural intervention is 
needed at two levels, primary and secondary. 
Primary barriers prevent infectious orga¬ 
nism from entering the environment and 
secondary barriers arc to avoid and removed 
infectious organisms. 

Kochar. Seitlyn. Pallo and Pederson 
suggest ways by which behavioural research 
should be conducted to act in the right 
direction. Pederson emphasises (he need ol 
'militant' re.search leading to a revalidation 
of local knowledge, demystitication ol 
research methods, empowerment and 
genuine paiticipation of people in the research 
processes. These arc the keys to success for 
fundamental social change. Kendall 
discussed practical problems related to 
reliability of the measures of behaviour. 

The second section of the hook is rather 
more useful tor health educationists and 
trir^ventionists. i e. people involved in ihc 
'action programmes'. Issues of evaluation 
of Ihc impact of efforts made by 
interventionists through education and 


communication have been discussed. Hubley 
suggests some measures for evaluation and 
Herbert suggests ways by which indicators 
of hygiene improvement can be developed. 
Quariy has rightly pointed out the role of 
health educationists in water and sanitation 
community programmes while both 
MacCornack and Haggerty suggest that the 
involvement of people is the first step for 
any health education programme. 

The third section, deals with empirical 
testing in which qualitative and quantitative 
techniques have been u.sc I. It is based on 
the field reports and notes from countries 
ol Africa, South-East Asiaand Latin America. 
The experience presented .ire useful not only 
tor researchers but al.so tor engineers and 
doctors working in Public licallh 
Departments. The book is u.setui to health 
planners as well since it provides information 
on hygiene behaviour which at feels the health 
of the people to a large extent in this country. 

In the concluding chapter Kochar has 
discussed the problems ol organising the 


work of tesotidiers 

the form of a txwk. He Justified the way h 
has been done, yet, it would have been better 
if problems related to the selection of the 
universe and .sample weredtscussed after the 
identification ofissues and conceptualisation. 
The techniques of data collection have been 
emphasised rather than the parameters needed 
for the evaluation of change in the behaviour. 
To develop appropriate interventions in a 
heterogeneous society it is necessary to 
identify the reasons for behaviour among 
different sections of thecommunity. Kochar's 
message is straightforward and clear - that 
there is a big gap between water supply and 
water use. People with safe water supply 
may not u.se the same for various cultural 
and social reasons. These reasons must he 
studied betorc implementing any water 
supply programme. To get more meaningful 
results on the studies of human behaviour 
a combination of qualitative and quantitative 
methods is required in different proportions 
according to the cultural variations of the 
communities. Participatory approach, i e, 
participant observation whcthercxicndcdor 
short is more appropriate than the interview 
methods. 

There arc no (wo opinions about the effect s 
of hygiene behaviour on health. Researchers 
who have to cope with the practical diftl- 
cultics of assessing the hygiene behaviour 
will find the book enriching. 
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SPECttL ARTICLES 


Structure of Employment as Seen firom 
1981 and 1991 Censuses 


A Preliminary Look 

A V Arun Kunwr 
B P Vani 
Vinod Vyasuiu 

Data on the occupational structure of the population, on the single digit category, have just been released from 
the 199! Census. In this paper, an attempt is made to examine the changes in employment at the single digit lev«l 
betw een 1981 and 1991 Censuses, for all India and for Karnataka and West Bengal. 


They roused him with muffins, they roused 
him with ICC. 

They roused him with mustard and cress- 

They roused him with jam and ludicious 
advicc- 

They set him conundrums to guc.ss. 

- Lewis Carroll 

IN an industrialising economy, going by the 

vast empirical work of Ku> nets (1966.1974). 

we may expect the following types of 

structural change: 

(a) The percentage of the population 
dependeni on agriculture should decline 
over time-the long run. TIk obvtrse 
is an increase in non-agricultural 
employment over tho same period. 

(b) The percentage ol the population 
dependent on industry - manufactunng - 
should increase over this period. 

(c) The increase in manufacturing employ¬ 
ment should absorb at least a major pan 
of the population released from 
agriculture. 

(d) Within manufacturing, we may expect 
a shitt from household activities to 
non-h«iuschold activities, as the latter 
may be expected to be larger, and to 
use better technology. 

(c) There may be an increase in the 
percentage of population dependent on 


.services. But. for a country in the early 
stages of industrialisation, this increase 
should be less than the increase in 
manufacturing. At a later stage of 
development, faster increase in the 
services .sector may be expected. 

The 10-year period covered by the 1981 
and 1991 Censuses js not long enough 
for these structural patterns to manife.st 
thcm.scives very clearly. That is accepted. 
Yet. one may expect to di.sccrn some 
shuts along the directions indicated 
above. This we seek to do in this paper. 
For this purpose, we first look into the 
shift in employment at the all India level. 
The other detailed elaborations at the 
desegregated level will be confined to 
only two slates - Karnataka .and West 
Bengal. Here the analysis will be dis¬ 
aggregated up to the district level with 
the .same one digit level of classilication. 

I 

Shift from Agriculture to 
Non>Agricultural Sector: Ail India 

It is a well established fact that, the 
sectoral contribution to the total National 
Product has witnessed considerable shift 
over lime. Accordingly, the siniclure of 


employment in the Indian economy 
also shifted, but at a rather slow pace.' Hie 
primary sector is still the major contributor, 
to employment. First of all. we will try to 
sec the shift taking place from the: 
agricultural sector to the secondary and thb 
tertiary sectors of the economy. For this«' 
the sectoral composition of workers has 
been worked out both for urban and nirS). 
areas. 

The total rural workforce in the primaiy 
sector over the period 1981 to 1991 has 
come down from 83..1S per cent to 82.26 
per cent. At the same time, the rural female 
population depending on this sector has 
increased. The percentage increase in rural 
employment in the primary sector is 18.73 , 
per cent for males and 42.09 per cent for 
females (Table I). The picture becomes 
more clearer ifone looks into the compound ... 
growth ratc.s in these sectors. Though the 
total growth in the primary sector is equal 
to the growth rate of population, the female 
workers in the agricultural sector increased 
substantially, while male workforce : 
witnessed a decline compared to the rate ' 
of growth of rural population. 

Coming to the .secondary sector, the total 
rural workforce employed in this sector has 
come down from 7.99 per cent to 7.2.1 per 


Table 1. .Sr-croiiAi, Composition oe WodXfoiirE-ALL India Rural 


1981 1991 Proportionate Change in Compound Growth Rotes of 

Sector - - Employment 1981-1991 the Workforce 198 M99I 

Males Females Total Males Females Total Males Isiinalcs Total Males j^e mules Total 


Primary 8t.69 89.11 S.t.-L't 79.80 89 .W 82.26 18.79 42.09 24.3.3 1.79 3..Sg 2.20 

Secondary 8..35 6.78 7.99 7.7.3 5.76 7.29 12.50 201.3 13.95 1.18 1.85 t.3l 

Tertiary 9.97 4.11 865 1247 4.69 10.51 .52.10 6141 .5.3.10 4.28 4.90 4.35 

Total 10000 100.00 lOO.tIO 10000 100.00 100,00 


Table 2: .Settoral Comkisition of Workforcie-All India Urban 


Scector 


1981 



1991 


Proportionate Change m 
Employment 1981-1991 
Males Bemales Total 

Compound Growth Rates of 
Urban Workforce 1981-1991 
Males Females toiid 

Males 

Females 

Total 

Males 

Fie males 

Total 

nrimaiy 

11.66 

23.00 

• 12 03 

12.03 

22.16 

13.34 

40.21 

48.51 

41 92 

3 44 

4.03 

3 56 

Secondary 

35.60 

28.8.3 

" .32.12 

.32.12 

25.5.3 

31.26 

22.68 

.36.54 

24.02 

2,06 

.3.16 

2.18 

Tertiary 

52.7.3 

48.17 

J5.86 

55.86 

.52.30 

55.40 

44 04 

67.37 

46.55 

3.72 

5,29 

3.90 

Total 

IDO.OO 

100.00 

100.00 

100.00 

100.00 

100.00 








23. 1994 


237 * 1 ) 

Si s f ^ 

3 .>!* '»■'/ 



cent. The pertentage change in rural 
cniplnymcnt was 12 50 per cent for males 
and 20.13 per cent for females. This shift 
is low compared lo the increase in the rural 
primary sector employment. In terms of the 
sectoral composition also, instead of 
increasing, the secondary sector has 
witncs.scd a decline in the rural areas. This 
IS evident from the very low compound 
growth rates. The secondary sectorgrowth 
rate IS much lower ctimpared to the primary 
sector and the growth rate in the tertiary 
sector. 

The .sector which should have absorbed 
the rural labour force must then be the 
ternary sector. The percentage increase in 
the employmcni in the teniary sector is 
quite high compared to the primary and the 
secondary sectors The increase in the ease 
of rural male workforce was 52,10 per cent 
and in the case of females the increase was 
61.41 per cent, the increase in the total 
workforce being ''f. 10 per cent (Table I). 
The sectoral composition of the rural 
workforce in the tertiary sector has increased 
from 8.65 to 10.51 per cent over this ten- 
year period. This is cviilcnt from the 
compound growth rate also. The growth 
rale is very h;^!. v.imparci’ < the population 
growth r:'"' Thus, in terms of the proportions 
:!iC picture is not in accordance with 
expectations based on the patterns found 
by Ku/.neis. 

The sectoral composition of urban 
employment is shown in Table 2. The table 
shows that the divcrsillcation in total urban 
employment is less significant than the 
rural employment. Here again, the 
percentage of workers in manufacturing 
has shown a decline. Accordingly, the 
percentage ol the workers in the tertiary 
sector has increased. In terms of the 
percentage changes the increase in the urban 
primary .sector was 40.21 per cent for males, 
whereas lor females the percentage change 
was 48.51 per cent. The largest incrca-.c 
may be observed in the tertiary .sector. 
Unlike the rural .sector, the compound 
growth rales ol the secondary sector 
workforce are almost equivalent to the 
population growth rales. In the secondary 
sector, the compound growth rates of 
the icmalc urban workforce has 
incrca.sed by 3.16 per cent compared to 
the total secondary growth rates of 2.18 
per cent. .Similarly, the urban tertiary 
female workloice also witnessed a high 
compound growth rate. To bring out some 
of these factors in detail, the available one 
digit categorywise growth performance is 
examined (Tables .3A and 3B) 

The proportion of cultivators has come 
down Irom 55.16 per ••eni to 51.58 per cent 
in the case ol males and the values in the 
ea.se of total cultivators are 51.11 and 48.39 
per cent respectively. On the other hand, 
the proportion of total agncuitural labourers 


Ta»i.c 3A; {HioKniTinNcifkuaiiiL'WfmKniiidi 


Industrial Category 


1981 



1991 


Males 

Females 

Total 

Males Females Total 

1 Agriculture 

81 69 

89.11 

8.3.35 

79.80 

89.55 

82.26 

II Total non-agriculture 

18.91 

10.89 

I6.6S 

20.20 

10 45 

17.74 

I Cultivators 

55.16 

37.07 

51.10 

51.58 

.38.9.3 

48.39 

2 Agricultural labourers 

24 00 

.50.19 

29.88 

25.97 

48.49 

31.64 

^ Livestock, forestry and fishing 

2 53 

1 85 

2.38 

2.25 

2.14 

2.22 

4 Mining and quarrying 

0.49 

0.30 

0 45 

0.53 

0 28 

0.47 

5 Manufactunng 

6 69 

5.91 

6.51 

5.89 

.5.21 

5.72 

(a) Household industry 

2-87 

3 79 

3.08 

1.91 

2.91 

2.16 

(b) Other than household industry 

3.82 

2.12 

.3.4.3 

.3.98 

2..30 

3..56 

6 Construction 

1 17 

0..56 

1.03 

1.30 

0.27 

1.04 

7 Trade and Commerce 

3 27 

III 

2.79 

4.03 

1.08 

3.28 

8 Transport, storage and communication 1 .19 

0.11 

1.10 

1 62 

008 

1.24 

9 Other services 

5.30 

2 89 

4 76 

6.82 

3.53 

• 5.99 

Table 3B. Percentage Chance in Emplovment-All India Rural 

Industrial Category 




Rural 






Males 

Females 

Total 

1 Agnculture 



-2.31 

0.49 


-1..32 

II Total non-agnculture 



10.30 

-4.01 


6..59 

1 Cultivators 



-6 49 

5.00 


-5.30 

2 Agncuitural labourers 



8.23 

-3,40 


.5.91 

3 Livestock, forestry and fishing 



-II 02 

15.65 


-6.50 

4 Mining and quarrying 



7 68 

-6 67 


4,00 

.5 Manufactunng 



-II 92 

-II 85 

- 

12 19 

(a) Household industry 



-.3.3 39 

-2334 

- 

29 73 

th) (;ihcr than household industry 



4 25 

8 69 


.3.53 

6 Construciion 



11 90 

-52 87 


1 18 

7 Trade and Comincrcc 



22 96 

-2 5.3 


17.78 

8 Transport, sloragc and communication 


16.86 

-27 43 


I2.(M) 

9 Other services 



28.69 

22 2'^ 


25 91 

Table 4A'Propok MOSS III im 

Urban Workiokit - 

Al 1 India 



Industrial Category 


1981 


|s)91 



Males 

Females 

Total 

Males Females 

Total 

1 .Agnculture 

II 6b 

2.3 00 

12 99 

12 03 

22.16 

I.3..34 

II Total non-agnculture 

88.34 

77 (X) 

87 01 

87.97 

77 84 

86.66 

1 Cultivators 

5 20 

4 66 

5.1.3 

4 89 

.5.13 

4.92 

2 Agricultural labourers 

466 

16 57 

6 05 

5 38 

L5.49 

6.69 

3 Livestock, forestry and fishing 

1 81 

1 77 

1.81 

1 75 

1.55 

1.73 

4 Mining and quarrying 

I.IO 

0.69 

1.05 

1 IK 

0.68 

1.12 

5 M.Tnuraclunng 

30 24 

25.04 

29,63 

25.60 

21 .57 

25.07 

(3) Household industry 

4 21 

10 48 

4 94 

2.48 

7.51 

.3.1.3 

(b) Other than household industry 

26 02 

14 57 

24.69 

23 12 

1406 

21.94 

6 Construction 

4 26 

.3.10 

4 1.3 

5..33 

.3 29 

5,07 

7 Trade and Commerce 

21..32 

8 89 

19 87 

2.3 78 

9 99 

21.99 

8 Transport, storage and communication 

1 9 98 

2.24 

9 07 

9.2.3 

1.95 

8 28 

9 Other services 

21 44 

.37 04 

23 26 

22 84 

40.37 

25.12 


TaBI I 4B. Pl-BClNTAriHClIANOl.lN EMPUlYMtsi-Ai.i. Inima Urban 


Industrial Category Urban 



Males 

FcinalcR 

Total 

1 Agnculture 

3,10 

-3.66 

2.76 

11 Total non-agnculiurc 

-041 

1.09 

-0.41 

1 Cultivators 

-5.79 

9.88 

-4 07 

2 Agricultural labourers 

15.41 

-6.51 

-10.67 

3 Livestock, forestry and fishing 

-.3.06 

-12.64 

-4.31 

4 Mining and quarrying 

766 

-1.17 

6..34 , 

5 Manufacturing 

-15.34 

-13.88 • 

-I.5..38 

(a) Household industry 

-41.18 

-28.32 

-36 63 

(h) Other than household industry 

-11.16 

-3.49 

-11.13 

6 Construction 

25.10 

6.15 

22.77 

7 Trade and roiniiKTCc 

li .58 

12.36 

10.68 

8 Transport, storage and coniinunicaiiun 

-7.49 

-12.83 

-8.7.3 

9 Other services 

6.54 

8.97 

8.01 


2376 


Economic and Polkical 




ha&iiKra»i&^ frum 29,81! percent id 31.64 
per cent (T^lc 3A). In Ihc non-ftgricuttural 
.sector, the proportion of the iota) mano- 
facturing has declined. 

The percentage change ol the proportions 
given in Table lA have been worked out; 
and this has been shown in Table .IB. The 
total rural agricullur.il employment has 
declined by I..'I2 percent. This is mainly 
due to the decline in the rural male 
cultivators and the lural workforce in 
forestry and fishing. The total rural non- 
agriculturai sector witnessed an increase 
of 6.59 per cent. Among the rural noii- 
agncultural sector, workforce in Trade 
and Commerce, witnes.sed an incrca.se 
of 17.78 per cent, and the percentage 
increase in other services was 2S.yi per 
cent The rural m.iniilacturing employ¬ 
ment suffered a setback during the last 
10 years. The percentage decline m the 
rural manulacturing is 12.19 per tenl. 
The decline is almost similar for males 
and females. 


■; hVantiTac’tuiiAgv the ofestnved 

decline was mainly due to the decline in 
the household manufacturing sector, the 
percentage of decline being 29.73 per 
cent. The increase in workforce in the 
other than household industry category 
was only 3.53 per cent indicating, that, 
only ,1 small share ol the workforce 
going oiti of rural household industry 
employment is gciting absorbed into the 
rural non-household .sector. This indicates 
that on the one hand, a decline in the 
household manulacluring in general is 
taking place, and on the other, (here is a 
low growth in ihc non-household 
manulacluring employment Thus the 
divcrsiiicaiion is very slow. The very high 
pcrceni.igc increase in ihc ternary .secior. 
especi.illy Ollier services, indicates ih,ii the 
considerable proportion ol Ihc rural workers 
arc shilling to this sector 
The proportions oflhc urban workforce 
at the two census points arc given in 
Table 4A. 


Tabu S .Siaihsise .Sii 1()K.m CoMnusinoN ok Workiobi i - Ri rai. 


1981 _ 1991_ Fcrceniagc Chanpe 



PRI 

,SF.C 

TER 

PRI 

.SEC 

TER 

PRI 

SEC 

TER 

All India 

8t tS 

7 99 

8 65 

79 80 

7 71 

12 47 

-1 32 

86 90 

284 02 

Andhra Pradesh 

81 14 

8 41 

8 45 

79 07 

8 56 

12.16 

-0 34 

172 .53 

135,97 

Assam 



- 

78 91 

4 66 

1641 

- 

- 

- 

Bihar 

87 4(1 

5 87 

6 72.. 

87 09 

4 III 

8 90 

1 05 

36 73 

19018) 

Ouiaral 

82 SI 

8 65 

8,78 

76 71 

11 90 

n 18 

-2 68 

148.50 

261.36 

Haryana 

V) to 

9 94 

13 67 

72 2S 

8 6.| 

19 II 

-3 43 

68 24 

461 59 

Jamniii and Ka.shinir 

7(. 1h 

10 11 

13 31 







Karnalaka 

84 64 

8 19 

6 98 

81 66 

7 18 

10.97 

-0,87 

99 21 

250 25 

Kerala 

58 (K. 

17.71 

24 24 

56 (H) 

14 9,1 

29 08 

.141 

510.13 

272 93 

Madhya Piadcsh 

89 2(1 

6 12 

4 68 

86 71 

5 71 

7 56 

0.09 

.34 62 

.3.50.15 

Maharashtra 

85 21 

7.46 

7 11 

77 89 

9.14 

12 77 

-0.80 

95 13 

225 .5.1 

Oii.ssa 

84 18 

6,78 

9 04 

81 61 

621 

12 18 

2.02 

93.48 

288 80 

Punjab 

77.20 

8.91 

11 89 

74 82 

8 44 

16 74 

-185 

12.3.21 

.104,06 

Ratu.slhan 

84 77 

7.1.1 

7 90 

81 .19 

7 28 

II 1.1 

0.18 

19.99 

921 01 

Tamil Nadu 

80 99 

9.98 

9 0.1 

75 45 

10 87 

1.169 

■2 02 

198 06 

169.80 

Uiiar Pradesh 

86 76 

604 

7.21 

84 05 

559 

1015 

-1.97 

4269 

515 26 

West Bengal 

77 76 

10.71 

11..5.1 

7161 

10 99 

1518 

•5.45 

198.0.3 

286.19 

Tahi.i 

6 .Staii 

FWISI .SlJ 

CTORAL CoSlPDMTION OK WoRKKORI 

k; - Urban 




1981 



1991 


Pereentage Change 


PRI 

SEC 

TER 

PRI 

SEC 

TER 

PRT 


TER 

All India 

12 99 

14 81 

52.20 

11 .14 

,11 26 

.55.40 

2 76 

-10 20 

6 12 

Andhra Pradesh 

16 86 

29 48 

53 66 

17 14 

27 0,1 

55 62 

2.86 

-8.31 

3 67 

Assam 



- 

8 72 

20 47 

70 81 

- 

- 

- 

Bihar 

18 05 

32 91 

49.05 

22 12 

22 72 

.55 16 

22 57 

-30 95 

12 46 

Gujarat 

10,25 

.19 5.1 

.50.22 

9 94 

.17 95 

52,10 

-2.94 

-4(8) 

3 75 

Haryana 

10 51 

34,94 

.54..54 

M 45 

29 05 

.59,50 

8.85 

-16 86 

9.09 

Jammu and Kashmir 

14,09 

29 98 

55.93 

- 

- 

- 

- 

- 

- 

Karnataka 

17 48 

35 16 

47.36 

15 81 

11 17 

51 (81 

-9 42 

-5 66 

7,68 

Kerala 

1681 

28,92 

.54 26 

20 71 

27 50 

51 79 

21 20 

-4 94 

-4,55 

Madhya Pradesh 

16 08 

33.77 

50 15 

17 80 

28 96 

5.1.24 

10.67 

-14 25 

6.17 

Maharashtra 

9 52 

38 81 

51.67 

9 19 

17 12 

5168 

■ 145 

-4 34 

3 90 

Onssa 

18.81 

26 06 

55.14 

1792 

2.144 

58 64 

-4.71 

-1004 

6.35 

Punjab 

11 90 

31 61 

56 49 

12.55 

.10 01 

57.41 

5.47 

-4.98 

1.64 

Kajasihan 

14 07 

31.80 

54.12 

14.05 

29 91 

.560.1 

-0 16 

-5 94 

.3..53 

Tamil Nadu 

14 89 

17 74 

47..37 

13.94 

.14.41 

51.65 

-6.37 

-881 

9 02 

Uiiar Pradesh 

16.11 

30 55 

53.34 

166.3 

25 97 

.57.41 

.3,19 

-15(8) 

7.6,3 

We.st Bengal 

5.14 

41 31 

5.V3.5» 

647 

16.51 

.57.02 

21.21 

-11.62 

6 88 


AfrWf: Census bus imi been cunducied in Assam in the year 1981 and in Jammu and Kashmir in the 
yeafl99J, , 


The ptopof|i#‘td^tW 
agricultural workfoite increased, while 
that of the non^agricultural sector 
dccrca.sed during the two census points. 
In the agricultural sector, the total 
agricultural labourers showed a higher 
proportion, while the proportion of the 
cultivators have declined, that is. 6.05 
to 6 69 per cent. Within the non- 


Tabli; 7- Pi rcfntaohCMAN r.i, hktwkkn 
1981 ANi> I99f - Ri'rai. 

■Slates Manufac- Hou.se- Non 

luring hold Housc- 
Manufae- hold 
luring Manu- 





factunng 

Males 

Andhra Pradesh 

-16.82 

-.18 11 

II..30 

Assam 

na 

na 

na 

Bihar 

-.39 42 

-32.30 

-46.11 

Gujarat 

23.27 

-.38 81 

48 44 

Haryana 

Jjimnu and 

-20.64 

-49.77 

-6.89 

Kashmir 

na 

na 

na 

Karnataka 

-18 95 

-40.34 

-I.TI 

Kerala 

-21 72 

■37.58 

-17.78 

Madhya Pradesh 

-1460 

-.14.10 

18.16 

Maharashtra 

-1 73 

-.11.72 

12.97 

Onssa 

-1 57 

-2.56 

-0.28 

Punjab 

-8 70 

-49 99 

9.33 

Rajasthan 

-19 30 

-18.63 

0..51 

Tamil Nadu 

-6 10 

-28.24 

6.88 

Uttar Pradesh 

-14.28 

-.37.45 

9 11 

Wcsi-Bcngal 

7.52 

-0.78 

12.13 

Pcroales 

Andhra Pradesh 

-7 24 

-11.99 

5 86 

Assam 

na 

na 

na 

Bihar 

-.36 21 

-27.46 

-52.27 

Gujarat 

-18 85 

-33 14 

-4.11 

Haryana 

Jammu and 

-16,11 

-.52.16 

6.85 

Kashmir 

na 

na 

na 

Karnataka 

-20.18 

-72 57 

79,(n 

Kerala 

-2.70 

-30.72 

16.32 

Madhya Pradesh 

-16 63 

-26.95 

32.84 

Malnrashtra 

-16 06 

-35 51 

17.41 

Orissa 

-12 28 

-6 94 

-28 32 

Punjab 

-.31 46 

-40 01 

-25,83 

Rajasthan 

45,37 

-41.64 

-51,06 

Tamil Nadu 

2.,34 

-8.53 

20.16 

Uttar Pradesh 

-2.121 

-.35 1.1 

7.12 

West Bengal 

Total 

.11.40 

49.95 

8 40 

Andhra Pradesh 

-1461 

-28 19 

7 20 

Assam 

na 

na 

na 

Bihar 

-.19.01 

11 19 

^7.07 

Gujarat 

15.24 

-.18 41 

.39.24 

Haryana 

Jammu and 

-20.96 

-50.20 

-6 91 

Kashmir 

na 

na 

na 

Karnataka 

-18 44 

-54,18 

19.52 

Kerala 

-16 18 

-35 77 

-8.88 

Madhya Pradesh 

-15 4.1 

-11 61 

18 95 

Maharashtra 

-7 51 

-11,69 

8.82 

Orissa 

-131 

-1 99 

-5..34 

Punjab 

-9 65 

-48 65 

7.79 

Rajasthan 

-25 09 

-40 28 

8.88 

Tamil Nadu 

-4,.54 

-19 76 

7 16 

Uttar Pradesh 

-15 50 

-16.28 

7 16 

We,st Bengal 

14 83 

19 08 

12 II 
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agricultural sector, the total urban 
manufacturing sector witnessed a decline 
from 29.63 per cent to 25.07 per cent. 
While the percentage of the share of 
trade and commerce has increa.scd from 
I9.K7 per cent to 21.99 per cent, that of 
transport, storage and communication has 
witnessed a decline from 9.07 to 8.28 
per cent. 

Coming into the percentage changes 
(Table 4B), agricultural sector increased 
b> 2.76 per cent. The urban workforce 
scenario shows an increase over the 
reference period for the agricultural 
sector. Since the percentage ol people 
depending on the urban primary sector 
may be expected to be small, and since 
this siiarc should he low from an overall 
development perspective, it need not 
necessarily be a rialter of .serious concern 
All the more so as this share is not a 
significant -'~ount in urban areas. 

On the other .'.„.''l the point which is 
important is that the urban non- 
agricultural sector witnessed a decline ot 
0.41 per cent. The main reasons arc the 
decline in manulactunng employment 
and the decline in the workforce in 
Transport, .Storage and v .immunication. 
The df' iic in the manufacturing 
employment was 15..38 per cent; within 
this, workforce in household industry 
witnessed a decline of 36 per cent, 
whereas the percentage decline of the 
workforce in other than household in¬ 
dustry was 11.13 per cent. When the gen- 
dcrwise distribution is examined, female 
employment in household industry was 
lound to have declined by 28 per cent, 
whereas the decline in male employment 
was 41 per cent. The decline in non- 
household manufacturing was 3.49 and 
11.16 per cent respectively for males and 
females. This shift is a matter of serious 
concern because, this indcatc that, the 
diversification to the non-hou.schold 
segement is one of the healthy direction in 
the upcoming industrial sturcturc. 

The construction workforce in ihe urban 
area has witnessed an increase of 22 per 
cent and the increase was mainly from the 
male workforce. 

The siatewisc percentage changes in the 
sectoral composition of the total rural 
workforce between the two census points 
is shown in Table 1.5. Madhya Pradesh. 
Bihar and Utt.ir Pradesh have the highest 
proportion of the rural agricultural 
employment of the order of 89.20 per cent, 
87.40 per cent and 86.76 per cent 
rc.spcctivcly in the 1981 Census. The order 
has been shifted to Bihar, Madhya Pradesh 
and Uttar Pradesh in the 1991 Census. Kerala 
state has the lowest proportion of the 
.'igricultural workforce in both the censuses, 
llie table also shows the percentage change 
in employment. 


The states of West and 

Maharashtra have the lowest proportion of 
agricultural workers in the urban areas 
according to the 1981 Census (Table 1. 6 ). 
Andhra Pradesh, Bihar, Haryana, Kerala. 
M.idhya Pradesh, Punjab, Uttar Pradesh 
and West Bengal recorded an incrca.se 
in the primary .sector. Mo.st of the states 
experienced a negative percentage of 
growth in the secondary sector, this is 
again true in the ca.se of the tertiary 
sector, with the exception of Kerala. 

ShIFI in MANllFAmiRINC 
Employment; States 

This analysis brings out that, the 
proportion of people in the manufacturing 
sector has come down at the all India level 
in the last lO years. Now we will look into 
the manufacturing employment by using 
the same one digit category classification 
at the state level. The details are available 
btsih for the rural and urban India. Table 7 
shows a decline in the percentage of the 
proportion of the rural manufacturing 
between the two census points. The two 
states which experienced an increase in 
manulucturing employment are Gujarat and 
West Bengal. At the same time, a major 
part of the decline in manufacturing is from 
the household industries in all the states. 
The rural non-household manufacturing 
witnessed an increase only in Bihar, Kerala, 
Orissa and Rajasthan. In the case of Gujarat 
one can say that the increase in 
manufacturing that has taken place is mainly 
from the non-household sector of the rural 
total employment. Thus.broadly, Gujarat is 
in the expected path of transition within the 
manufacturing sector. 

Coming to urban manufacturing, all 
the states showed a negative pattern with 
respect to manufacturing in general and 
household industry in particular 
(Table 8 ). The percentage of the total 
urban workforce reveals that the decline 
is more severe for household manufac¬ 
turing. Even within this, it is serious 
among Icmalcs. We have already men¬ 
tioned that temale urban manulactunng 
employment has witnessed a negative 
pattern of growth over the IB-year census 
period. 

In the case of males all the states reg¬ 
istered a negative percentage for manu¬ 
facturing. but in the case of females. 
Bihar, Kerala, and West Bengal per¬ 
formed belter. The respective increase 
were II, 33.7 and 55 per cent respec¬ 
tively. In the case of Kerala, though the 
percentage of urban female manufactur¬ 
ing employment has increased consider¬ 
ably, it was not able to compensate for 
the general decline in Ihe manufacturing 
employment. In the case of nun-house¬ 
hold manufacturing, all the states showed 


c iie^liite betifk mide and total tnanu-' 
faiHuring ent'ploymeht. At the satne tinte, 
the female non-household manufactur¬ 
ing employment recorded an improve¬ 
ment in the states of Gujarat. Karnataka. 
Kerala, Tamil Nadu and Uttar Pradesh. 


Table 8: pEBceNTAOB Change between 
1981 AND 1991 -Urban 


Stales 

Manufoc- House- 
luring hold 
Manuiac 
luring 

Non 

Housc- 

hold 

Manu¬ 

facturing 

Males 



All India 

-1.5.34 -41.18 

-11.16 

Andhra Pradesh 

-16.6.5 -45.23 

-10.07 

As.satn 

na na 

not 

Bihar 

-35.01 -4.95 

-39.86 

Gujaral 

-7.% -57.76 

-4.55 

Haryana 

-19.16 -36.12 

-16.95 

Jammu and 



Kashmir 

na na 

na 

Karnataka 

-12.14 -.56.95 

-3.70 

Kerala 

-19 50 -24.16 

-1902 

Madhya Pradesh 

-22.17 -43.0.5 

-17.38 

Maharashtra 

-10.54 -48.58 

-in 

Onssa 

-I0.?8 -29.90 

-1.4) 

Punjab 

-7.83 -51.22 

-2.20 

Rajasthan 

-12.24 -.39..55 

-.5.16 

Tamil Nadu 

-I.5..54 -37.08 

-8.70 

Utiur Pradesh 

-17 66 -.58.48 

-9.64 

West Bengal 

-16.05 -26.10 

-15.11 

Females 



Alt India 

-15.88 -28.52 

-3 49 

Andhra Pradesh 

-16.95 -11.94 

-21.85 

Assam 

nu na 

na 

Bihar 

-I.5..56 11.41 

-.30.36 

Gujaral 

-10.12 -31.85 

0.53 

Haryana 

-25.55 -37.29 

-21,08 

Jammu and 



Kashmir 

na na 

na 

Karnataka 

-12.82 -58.02 

16.70 

Kerala 

I6..34 33.73 

10.67 

Madhya Pradesh 

-17.91 -22.95 

-11.67 

Maharashtra 

-14.88 -.36.27 

-7.00 

Onssa 

-22.47 -22.08 

-22.79 

Punjab 

-18.02 -24.32 

-15.18 

Rajasthan 

-22.26 -.30 73 

-16.00 

Tamil Nadu 

-9.68 -32.05 

10.15 

Uttar Pradesh 

-10.67 -26.79 

35.82 

West Bengal 

2.12 .5.5.09 

-17.17 

Total 



Alt India 

-15.38 -.36.63 

-11.13 

Andhra Pradesh 

-16.66 -31.69 

-11.90 

Assam 

na na 

na 

Bihar 

-34.20 -2.50 

-39.82 

Gujaral 

-8.38 -51.76 

-4.78 

Haryana 

-20.01 -36.15 

-17.80 

Jammu and 



Kashmir 

na na 

na 

Karnataka 

-12.11 -56.53 

-0.80 

Kerata 

-12.78 -0.97 

-14.41 

Madhya Pradesh 

-21.70 -.1606 

-17.37 

Maharashtra 

-11.64 -4.3.81 

-8.14 

Orissa 

-II.8S -28.38 

-8.08 

Punjab 

-8.60 -49.13 

-3.07 

Riyaslhan 

-13.18 -37.11 

-6.29 

Tamil Nadu 

-12.64 -.34.38 

-6.S2 

Uiiar Pradesh 

-17.20 -35.47 

-9.41 

West Bengal 

-13.74 -12.25 

-16.10 
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StrucUiK of Emi^oymiit 

in Kamat^ 


Some of the observations made in the 
earlier section will be examined here at the 
slate level. For this purpose, we have 
purpostvely chosen two states, namely, 
Karnataka and West Bengal. First we will 
look into the employment structure in 
Karnataka, then West Bengal. 

The sectoral composition of employment 
for niral workforce is shown in Table 9. 
In terms of sectoral composition the 
Karnataka situation shows a somewhat 
disturbing picture, in terms of the total rural 
workforce, the worker share in the primary 
sector has declined (84.64 per cent to 83.90 
per cent); and. instead of recording at least 
a minor improvement, the .secondary sector 
employment has declined (8.39 per cent to 
7.32 per cent). The increase was captured 
in the service .sector. This is similar to the 


an increase over time in Karnataka. Though 
the proportion of manufactuHng has 
declined, the share of non-household 
industry, has increased from 3.32 per cent 
to 3.97 per cent. 

The percentage change in the rural 
workforce is shown in Table I OB. The 
agricultural labourers in the rural areas 
showed an increa.se of 11 per cent, whereas 
the rest of the activities in this sector showed 
a negative trend. In the non-agriculturul 
sector, which has shown positive change 
in the case of the total, the peaentage of 
femalecmployment is coming down. Within 
manufacturing, the household industry 
showed a decline, whereas the non¬ 
household industry employment recorded 
a positive trend in the case of females and 
the total workforce. Construction has shown 
a negative growth similar to the total 
manufacturing. The tertiary sector in general 
fared better (Table lOB) 


employmtiit ait bxpeiienced a dedine. 

The decline isobserved mainly in all sections 
of the workers in (he household industry. 
In terms of the percentages the decline was 
40.34 per cent. 72.57 per cent and 54.18 
per cent respectively for males, females and 
total workers. Such a decline, whether l( 
is due to the poor performance of the , 
traditional household industries or not is 
still a trend which has to be understood. 
The data for such disaggregated information 
at the two digit level are not available so 
far. Theretore, such an exercise has not * 
been attempted. However, we feel that, 
such a huge decline may be the result of ! 
the decline in the traditional industries, 
which may be due to its inability to compete 
with the modem sector. This aspect needs 
further research as a similar draline was 
observed in most of the states. ; 

The other segment of manufacturing, that; 
is, activities other than household industry. 


pattern visible ai ihc all India level. 

To get a clearer picture, wc have worked 
out the percentage change in ihc workers 
in the respective .sectors (Table 9) In rural 
areas, (he increase in male employment is 
13.04 percent and the increase in the female 
employment i.s 46.55 per cent. In the case 
of Secondary sector, the increase is 5.17 
per cent and 14.36 per cent in the case of 
males and females, respectively. The 
proportion of the increase in the tertiary 
sector is one of the highest, that is, 55.77 
per cent ot the total. The respective figures 
for males and females were 52.7 and 74.5 
percent. Thus, inabsolute terms, the increase 
in the workforce is much more in services, 
than in agriculture. In comparison with the 
population growth, the percentage change 
is high in the services, almost equal in the 
case of agriculture (except females) and 
much lower in the case of secondary sector. 

In the primary .sector, the compound 
growth rate was one of the highest in the 
case of females and, in the secondary sector, 
the growth was much lower compared to 
the rate of growth of population in 
Karnataka, that is. 1.93 percent. The service 
sector captured must of the increase in 
population. The compound growth rate of 
the female workforce in tertiary sector was 
6.27 per cent. 

The proportion of the rural workforce 
was worked out and is shown in Table lOA. 
Similar to the all India propdirtions, the 


Taiii,f IOA: Proportion of Rural WoRRFORCt 


Industrial Category 


1981 



1991 



Males 

Females 

Total 

Males 

Feinales 

Total 

1 Agneultun.' 

8.1.57 

87.19 

84 64 

81.66 

88.56 

81.90 

1 Cullivalors 

55 12 

28.16 

47.81 

50.62 

29.62 

43.79 

2 Agriculiural labourers 

21.62 

55 04 

12 17 

26.44 

51.62 

13.94 

t Livosloik. forestry and fishing 

4.64 

1.99 

4 46 

4.60 

3.12 

4.18 

II Total nun-agnculiurc 

16.41 

1261 

15.16 

I8.,14 

11.44 

16.1CI 

4 Mining and quarrying 

0 42 

019 

0.41 

0,71 

0 44 

0.62 

5 Manufactunng 

615 

8 12 

6.85 

5 15 

6.48 

5.58 

(a) Household industry 

2 84 

-S ■’2 

1.51 

1 .6‘) 

1.46 

1.62 

lb) Other than household industry 

1 52 

2.81 

1..12 

1.46 

5.02 

1.97 

6 Consiruciion 

I..14 

0 57 

1,11 

1.52 

0.26 

l.ll 

7 Trade and Commerce 

1 22 

1 46 

2.79 

4 27 

1 47 

116 

8 Tran.spon. storage and communication 

1.11 

0.18 

0.87 

1.17 

0.06 

0.95 

9 Other services 

1.95 

1.89 

1.18 

5.12 

2.72 

4:47 


Tahif I OB: PfcRiFNTAOF. Chanoi in Bmplovment-Karnat aka Rural 


Industrial Category 

Males 

Rural 

females 

Total 

1 Agncultuie 

-2..10 

1.34 

-0.87 

1 Cullivalors 

-8.50 

4.45 

-8.42 

2 Agricultural labourers 

11.94 

1.06 

11.02 

1 Livestock, foresiry and fishing 

-0 84 

-16.93 

-6.20 

11 Total non-ugnculture 

11.68 

-9.29 

478 

4 Mining and quarrying 

69.71 

10.93 

30.92 

5 Manufacturing 

-18,95 

-20.18 

-18.44 

(a) Household industry 

-40.34 

-72 57 

-54.18 

(b) Other than household industry 

-1.71 

79,07 

19.52 

6 Construction 

12.91 

-53.70 

-1.63 

7 Trade and Commerce 

32..56 

0.49 

22.96 

8 Transport, storage and communication 

21.08 

-65.00 

9.09 

9 Other services 

34.63 

44.39 

32.54 


Tabu9: Sectoral CoMFosmoN of Emfloyment-Karnataka Rural 


Sector 


1981 



1991 


Percentage Change in 
Employment 1981-1991 

Compound Growth Rales 
(1981-1991) 

Males 

Females 

TrtaJ 

Males 

Females 

ToUil 

Males 

Females 

Total 

Mole 

Female 

Total 

Primary 

83.57 

87.39 

84.64 

81.66 

88..56 

83.90 

13.04 

46.55 

22.68 

121 

1.90 

2,07 

.Secondory 

8.12 

9.08 

„ 8..19 

7.38 

7.18 

7..12 

5.17 

14.36 

7.95 

0 51 

I..15 

0.77 

Tertiary 

8.31 

3.53 

; 6.98 

10.97 

4.26 

8,78 

52.70 

74.51 

55.77 

5.87 

6.27 

5 93 

Total 

|(X).00 

loaou 

100.00 

ItXI.OO 

100.00 

100.00 
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showed a percehuige increase olr79;07 per 
cent for females and 19.52 per cent for the 
total rural workforce as a whole, whereas 
the male workforce ha.s declined hy 1.71 
per cent. This brings out the tremendous 
increase in the rural female manufacturing 
employment The construction sector 
employment as such declined by 1.63 per 
cent and the decline was mainly due to the 
fall in the female employment (53.70 per 
cent). At the same lime, the rural male 
workforce in the construction sector ha.s 
increased by 12.93 per cent. The other 
activities which experienced a subsianiuil 
increase in the percentage of the proportion 
are trade and commerce and other services. 

The sectoral composition of the urban 
worklorcc is given in Table 11. Unlike the 
all India paitern, the woikforce in the urban 
primary sector ha.s witnessed a decline. The 
decline was compensated by the inciease 
in the urban service sector. In terms of the 
[lercentagcs, the share of the urban primary 
sector was 15 35 per cent lor males .ind 
27.94 per cent for females in the I9HI 
Census and this declined to I 3,77 per cent 
and 25.03 per ceni respectively in the 
1991 Census. The tertiary sector recouJed 
an increase from 49 74 per cent foi males 
and .35.6K per cent (or lenialcs to 52 93 
per cent and 42..37 per cent respectively 
Accordingly the urban secondary sector 
declined Irom 34 91 per cent in the case 
of males and 36.3K per cent for Icmales 
to .3.3 30 per cent and 32.60 per cent 
respectively. The decline in the pro¬ 
portion ol the urban Icmalc .secondaiy 
workforce is very sharp The compound 
growth rates reveal that, the change in 
the primary sector population is just 
equivalent to that ol the population 
growth in Karnataka. Thus, it is ol relief 
to observe that, at least, a small segment 
ol the increased population has begun to 
depend on the secondary sector. 

The percentage change in the urban 
workforce is higher for the service sector, 
especially for temale workers. If we 
compare the rate of growth ol population, 
except agriculture, the rest of the .sectors 
absorbed more workers. Thus, there is 
a clear diversification Irom agricultural 
to the non-agricultural sectors of the state 
economy at a broad level. Needless to 
say, this shift is very slow. The proportion 
as well as the percentages of the urban 
workforce is given in Tables I2A and B. 


to'^he wban 

the male workforce and the total work¬ 
force as such experienced negative 
growth in employment. At the same time, 
livestock and forestry witnessed an 
improvement in general. Most of the 
increase in the rural non-agricultural 
sector was due to the increase in the 
construction and increase in the tertiary 
sector, especially trade and commerce 
and other services. 

DlSrHlfTWISh EmPIOYMLNI STRl'CTfRl. 

The proportion of the rural workers at the 
district level is given in Table 13. Here, the 
analysis is restricted to the total workers 
only The percentage change in the 
proiRirtions is given in Table 14. 

In the case of primary sector, Kolar and 
Chikmagalur have the highest proportion 
in the 1981 Census, whereas in the 1991 


toKftichttrand Hassan districts. The single- 
digit wise disaggregation i.s also shown in 
the tabic. In the rural non-agricultural sector, 
as per the 1981 Census, the percentage of 
manufacturing was higher in Dakshina 
Kannada, and Bangalore districts, whereas 
it was less in districts like Chikmagalur, 
Hassan and Kolar. As per the 1991 Census, 
the order of the districts with higher 
proportion remained the same, but among 
the lower proportion di.stricts, the order has 
been .shifted to Bellary. Has.san and Raichur 
districts. 

The districts which witnessed highest 
growth in non-agricultural sectifr are 
Chikmagalur. Kolar and Bangalore (sec 
Table 14) Within the non-agricultural 
sector Bangalore is the only district 
which witncs.scd an increase in the male 
manufacturing workforce The unusual spurt 
in the percentage of workers in mining and 


TAHi.r I2A' pKoi'ORnoN iii Wokkiiis - Karnataka Urhan 


1981 l<WI 



Males 

Females 

Toi.tI 

Mules Females Tolal 

1 Agrii'ulliiri; 

IS 7S 

27 94 

17 48 

11.77. 

25 01 15 81 

1 Cultivaior> 

7 4S 

5 4,1 

7 18 

6 07 

5 21 5 91 

2 Apriciiluiral labourers 

6 02 

21 25 

8.60 

5 84 

18 54 8 17 

t Livesioek, loresiry and lishing 

1.79 

1 26 

1.70 

1.86 

1 27 1 75 

II Tolal nun-ugriclihure 

84 65 

72 06 

82 52 

86 21 

74 97 84 17 

4 Mining and quarrying 

0 97 

0 60 

0 91 

0 86 

0.65 0.82 

5 Manuf.Telunng 

28.7.1 

12.69 

29 40 

25.24 

28.50 25.84 

la) Household indusiry 

4 55 

12 91 

5 97 

1 96 

5 42 2 .59 

(h) Other than household indusirv 

24 18 

19 78 

21 41 

2 '^ 28 

2108 21 25 

ft I'onsiriieiion 

5 22 

1.08 

4 86 

7 20 

1 44 6 51 

7 t rade and Coniineree 

21 07 

8 58 

18 96 

24 09 

10 66 2161 

8 transport, storage and cominunicalion 

9 62 

2 08 

K 14 

8 90 

185 7 61 

9 Otherservtees 

19 05 

25 02 

20 Of) 

19 94 

29.87 21.76 

Tari I- I2H Pi ki i m o.i Ciiant.i in Empiotmi.nt - Karnataka Urban 


Industrial Culegoiy 




Urban 





Males 

Ectnales 

Total 

1 Agriculture 



-10 28 

-10 41 

-9 42 

1 Cullivators 



-I9..S0 

-181 

-17.66 

2 Agncullural lahoiircrs 



-2 97 

-12.76 

-5 00 

t Livcsiotk. forestry and fishing 



198 

0.17 

3.01 

II Tolal non-agneulluru 



1.86 

4 05 

2.00 

4 Mining and quarrying 



-11.09 

8 66 

-9.19 

S iManufaeiunng 



-12.14 

-12.82 

-12.11 

(a) Household industry 



-56 95 

-.58.02 

-.56..5.1 

(b) Other than household industry 



-1.70 

16.70 

-0.80 

0 ronstniclion 



.18 00 

11,61 

34.08 

7 Trade and Comiiicrcu 



I4..15 

24.22 

14.12 

8 Transport, storage and eommunieation 



-7.44 

-11.14 

-8.78 

9 Other sersices 



4.62 

19..38 

84.3 


Tabi.k 11. .Si.ctorai CoMi'osirioNOF Employment-Karnataka Urban 




1981 



199! 


Percent,Tge Change m 

.Sector 





— 


Employment 1981- 

1991 


Mules 

Females 

Tolal 

Male.s 

Females 

Total 

Males 

Females 

Total 

Primary 

15.15 

27.94 

17 48 

’llrT 

25 01 

IS 81 

20.12 

32.07 

2,3.36 

Secondary 

14 91 

.16 38 

15 in 

11 10 

.12 60 

11.17 

27.71 

32.14 

28.48 

Tertiary 

49.74 

1.5.68 

47 ,16 

52 91 

12.17 

Sl.tX) 

42.47 

75 13 

46.64 

Tolal 

KXIOO 

lOOtX) 

l(X) (X) 

too (X) 

KW.OO 

100.00 





Compound Cigawih Rates 


(1981-1991) 

Malc.s 

Femaie.5 

Tola) 

1.8.5 

2.82 

2.12 

2.47 

2 82 

2.5.3 

3.60 

5.76 

3.90 
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Economic and PolifKXd; 





of %ntx. attention, as the nhihb^V of 
persons depending on this sector as such 
is negligible. The high coefficient of 
variation indicates the variation in the 
percentage of growth across the districts. 

Within urban area. Bangalore has the 
highest proportion of the rural non- 
agricultural activities in both the 
censuses. Within urban manufacturing, 
both Dakshina Kannada and Bangalore 
have the highest share <41.14 per cent 
and 37.98 per cent in 1981 Census to 
34.62 per cent and 34.49 per cent in the 
1991 Census, respectively). Within 


non-household manufliciurtng sector is 
higher in Bangalore according to the two 
census points 

The percentage change in urban total 
workforce is given in Table 16. The 
agricultural sector experienced a steep 
decline in the proportions in Bangalore, 
whereas the increase was highest in 
Shimoga. In the urban non-agriculturnl 
sector, the percentage change was highest 
in Oarward and Raichur. say. 3.36 per cent 
and 3.32 per cent, respectively. Chikmagalur 
and Shimoga witnessed the sharpest decline 
(Table 16). 





The figures inlVd^ 17 are the percentages 
of the proportions to the total rural 
manufacturing employment. The male 
household manufacturing workforce showed 
a decline in all the districts except Gulbarga. 
In the case of female workforce Belgaum. 
Bidar, Gulbarga. Mysore. Raichur, Shimoga 
and Uttar Kannada recorded a positive 
percentage change. The total household 
employment is showing a decline in all the 
districts except Gulbarga and Raichur. Thus, 
a kind of shift is taking place within the 
manufacturing employment towards non- 


TaBIE 1.1: l)lSTRI(TWISEPERCrNrACiEDlSTKIR('TIONOFTr)TAI.RCRAI. WoKKFDRCI. - KaRNATAKA 



AGL 

CUL 

AGL LAB 

LIVF 

NON AGL 

M and Q 

MAN 

a)NS 

TandC 

TAN and Co 

SERV 

1981 

Slate 

84.64 

47-81 

12.17 

4.46 

15.16 

0.41 

6 85 

1.11 

2 71 

0.87 

3.38 

Bangalore 

80..‘52 

56 08 

21.40 

1.04 

19 48 

0 18 

8 95 

1 47 

2 82 

I..11 

4.72 

Belgaum 

84 I.S 

52 25 

29 68 

2 22 

15.85 

0 08 

7 52 

I 42 

2.79 

0 82 

3.22 

Bcllary 

87 01 

42.72 

4104 

1.25 

12 99 

2.44 

4 02 

0 65 

2 51 

064 

2.72 

Bidar 

8161 

.16 11 

4619 

2.92 

14 19 

0 to 

5,11 

0 92 

KXi 

1 18 

3.81 

Bijapur 

86 94 

40 46 

41 70 

2 77 

1106 

0 06 

5 64 

1.22 

2 16 

0.58 

3.20 

Chickmagalor 

89 28 

4177 

21.85 

2166 

to 72 

0 09 

107 

0.81 

2,56 

0.77 

3.39 

Chiiradurga 

87 80 

48.12 

,1600 

148 

12,20 

(115 

.5.15 

0 68 

2 48 

0.48 

1.05 

Dakshin Kannada 

59.21 

.10 61 

21 52 

5 08 

40.77 

0.15 

28 26 

1 06 

4 98 

2..10 

4.02 

Uharwad 

8717 

19 20 

46 49 

1 67 

12.61 

0 22 

54t 

0 69 

2.69 

0 68 

2.91 

Gulbarga 

85 07 

.16 78 

41 95 

4 11 

14,91 

1 14 

5 02 

2,19 

2 75 

0 55 

1.08 

Hassan 

88 57 

67 11 

1191 

7 52 

11.41 

0,18 

127 

1 22 

1.95 

1.15 

146 

Kodagu 

81 67 

25 92 

i7 64 

40 II 

I6..11 

0 04 

1.75 

1.77 

1 54 

1 14 

5,89 

Kolar 

89 85 

60 to 

26 48 

127 

to 15 

Oil 

1.16 

0.57 

2.20 

0 68 

1,03 

Mandya 

89 61 

65 67 

22 80 

I 14 

t0..19 

OtX) 

4 tl 

0 61 

2 (M 

0..16 

1.23 

Mysore 

87.51 

.57 66 

27 14 

2 74 

1247 

0 to 

5 to 

1.40 

2 27 

0.52 

1.06 

Raichur 

88 62 

.19 96 

47.02 

1 64 

II .18 

0..16 

4 47 

1 16 

219 

0,18 

2.62 

Shimoga 

88 11 

47 45 

18 44 

2.24 

II 87 

0.47 

4.11 

0 81 

2 59 

0.57 

3.10 

Tumkur 

88 75 

64 51 

22 41 

1 79 

11.25 

0 15 

4.57 

0 68 

2 06 

0 51 

3 27 

Ullar Kannada 

76 45 

44 82 

18 21 

1140 

21..55 

1.77 

7(X» 

2 29 

4 51 

381 

5 15 

1991 

Stale 

81 90 

41 79 

15 94 

4 18 

16.10 

0 62 

5 58 

1II 

1.16 

0 95 

4 47 

Bangaloie* 

76 44 

49 17 

2198 

109 

21.56 

1 61 

9.12 

1 59 

1 68 

1.66 

5.70 

Meigauin 

81.16 

47.74 

1181 

1 61 

16.84 

0.12 

6.07 

1 66 

2.98 

0.98 

5.04 

Bcllary 

87.88 

.19 71 

46 95 

1 21 

12.12 

1 68 

2 48 

0 70 

3 01 

0 79 

1,45 

Bidar 

84 87 

11.02 

50.70 

1 16 

15.11 

0.41 

1 17 

1 08 

3.68 

L.50 

.5.27 

Bijapur 

86.82 

15.86 

49 29 

' 1 67 

11.18 

0.28 

461 

1 00 

261 

0 70 

197 

Chikmugalor 

86.05 

.19.91 

26.41 

19.70 

11.95 

0.17 

284 

1 20 

3.41 

0 77 

5.15 

Chiiradurga 

86.55 

45 29 

18.62 

2.64 

11.45 

0.45 

409 

0 89 

1.29 

0 60 

4 14 

Uakshin Kannada 

51.09 

25 05 

20,29 

7.75 

46.91 

0.45 

27.27 

2,15 

7 23 

256 

7 25 

Dharwad 

86.57 

.17 57 

47,65 

1.15 

11.41 

0.21 

4.14 

0.77 

115 

0 89 

187 

Gulbarga 

87.60 

.14 94 

.50.46 

2 20 

12.40 

I..12 

2 71 

0.90 

2 84 

0.66 

3.95 

Hassan 

88.75 

64.71 

1.5.77 

8.25 

11.25 

0.51 

2 41 

0.96 

2.41 

0 92 

4.01 

Kodagu 

82.19 

22..14 

16.76 

43.08 

17.81 

0.44 

1.05 

1 52 

181 

1 10 

7 67 

Kolar 

87.71 

54.50 

29.47 

3,74 

12.29 

0 70 

1.26 

0 86 

2 97 

0 84 

1.67 

Mandya 

88..5.5 

.59..54 

26 17 

2.64 

11.45 

0.59 

2.96 

091 

2 74 

0.54 

1.70 

Mysore 

86.96 

48.08 

.15.48 

1.41 

13.04 

060 

4.26 

1.21 

3 14 

0 56 

127 

Raichur 

89.76 

36.99 

51.66 

III 

10.24 

0.14 

2.60 

0.42 

2 49 

0.16 

4.03 

Shimoga 

88.48 

45.61 

40.89 

1.99 

II..52 

0.36 

1.16 

0 61 

105 

0.62 

1,72 

Tumkur 

87.19 

61.61 

23..1J 

2.25 

1281 

0.41 

4 17 

0.79 

2 76 

0.65 

4 01 

Uttar Kannada 

77.07 

39.45 

22.76 

14.86 

22.91 

I..18 

4.71 

2.52 

5 77 

1.80 

6,7S 


* According to the 1991 Census, the Bangalore di.sinct was divided inio Bangalore rural and Bangalore urban. To compare this with the 1I Census, 
we have clubbed these two districts together. 


AGL 

• Agriculture 

MAN 

Manufacturing 

CUL 

- Cultivators 

CONS 

Construction 

AGLLAB 

- Agricultural Labourers 

T andC 

T rade and Cuiiimerce 

UVF 

• Livestock, andlh*hing, etc 

TAN and Co 

Transport. Storage and Cuinmunicalion 

NON AGL 

- Non agriculture 

SERV 

Other .Services 

MondQ 

- Miitiiig and Quarrying 
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I AILE {•t: rERCENTA0EV..nAf«>EINTnSniUn>l^110nBKTWWr I7«I AIWI77I IVMmTAWrntWAIr 



AGL 

CUL 

AGLLAB 

LIVF 

NON AGL MandQ 

MAN 

CONS 

TandC TANandt!^ 

SERV 

Stats 

-() 87 

-8.42 

11.02 

-6 20 

4 78 

.50.92 

-18.44 

-1.63 

22.96 

9.09 

32.54 

Bangolore 

-5 07 

-11 97 

12 09 

1.46 

20 95 

787.73 

4 14 

8.15 

30.41 

24.39 

20.78 

Belgaum 

-1.18 

-8 64 

13 90 

-27 .36 

6 29 

64 39 

-19,26 

17.00 

6.52 

18.75 

56.49 

Bellaiy 

1 00 

■7 05 

9 10 

-2 76 

-6.71 

-31 25 

-.38 31 

7.88 

19.78 

24.13 

26.62 

Bidar 

-0.87 

-9 06 

9.28 

-60 37 

.5.18 

331.48 

-40.31 

18.08 

20.02 

26 88 

.38.41 

Bijapur 

-0.13 

-11 .39 

12 79 

-.39.56 

0 86 

.344.18 

-18.2.3 

-17.92 

10.74 

19..56 

24.13 

Chikmangalor 

-3.62 

-8 82 

20 99 

-16 75 

30.20 

294.29 

-7.56 

44,55 

33.79 

0.64 

57.64 

Chitradurga 

-1.42 

-6 28 

7 27 

-24 02 

10.24 

29.08 

-20.58 

29.74 

.32.5.3 

24.47 

.35..36 

Dakshin Kannada 

-10..37 

-18.22 

-13 73 

52.50 

15.06 

193.99 

-.3 49 

101.92 

45.13 

11.52 

80.54 

Dharward 

-0.91 

-4 17 

2 49 

-19 10 

6 28 

-4.08 

-20 12 

11..56 

24 66 

31.22 

.32.14 

Gulharga 

2 98 

-5 00 

14 81 

•49.25 

-16.97 

-1.84 

-45,64 

-59 03 

3.29 

20.18 

28.26 

Hosiian 

0.20 

-3 58 

13 34 

9.64 

-1 57 

.34.05 

-25 76 

-21.90 

25.01 

-20.22 

15.7.3 

Kodagu 

-1.77 

-13 78 

-4 99 

741 

9 06 

914.78 

-18 49 

-14 23 

8.08 

-2.92 

,30.19 

Kolar 

-2.38 

-9 32 

11.30 

14 34 

21 09 

12291 

-2.86 

51.33 

34.99 

23.19 

20.93 

Mandya 

-1 18 

■9 33 

15 62 

132.59 

10 15 • 

41146.75 

■28 .3.3 

45..30 

.34.09 

49.88 

14.78 

Mysore 

-0 65 

-16.62 

.30 73 

24.59 

4 58 

486 27 

-16.56 

-13 31 

38 12 

6 11 

6.82 

Raichur 

1 29 

-7 44 

9.88 

-.32..39 

It) 03 

-6 49 

-41 83 

-63.94 

4.4.3 

-5,22 

.53.74 

Shimnga 

0 40 

-3 87 

6 35 

-11 14 

-2 98 

-24 19 

-26.71 

-26.52 

17.71 

8.25 

20.18 

Tutnkur 

-1.75 

-4 5 .3 

4.04 

25 92 

13 79 

168 II 

-8.68 

16.31 

33 68 

27 67 

22 65 

Uttar Kannada 

0 80 

-11.99 

24 84 

10.90 

-2.60 

-22 39 

-.32.66 

10.06 

27,35 

-.35 88 

31.22 


Iabi f. 15' DiSTFFOwist PtRctNrAtii:' DisrHiBiiTiDN DC Ukban WoRKKWct - Karnataka 



AGL 

CUL 

AC.L 

LAB 

LIVF 

NON 

AGL 

M and Q 

1 MAN 

HHIND NONHH 

CONS 

T and C 

IAN 
and CO 

SERV 

1981 














Stale 

17 48 

7 18 

8 60 

1 70 

82 52 

091 

29 40 

5 97 

2 .3 4 .1 

4 86 

18 96 

8 34 

20 06 

Bangalore 

3 97 

1 6.3 

1 49 

0 86 

96 03 

Oil 

37 98 

3 56 

.14.42 

5 74 

18.42 

9 It) 

24 68 

Bcigauin 

24 72 

13 50 

9 92 

1 30 

75 28 

0 15 

27 27 

7 86 

1941 

4 19 

1981 

7.17 

1648 

Bcllary 

36 07 

II .51 

2.3 56 

1 IX) 

63 93 

3 (X) 

19 15 

5 64 

1.1.52 

3 87 

13 66 

7.49 

16 76 

Bidar 

22 5,3 

8 32 

12.47 

1 73 

77 47 

0.07 

1761 

6 69 

It) 92 

4..I4 

2.3 67 

8 63 

23.16 

Bijapur 

26 90 

11 20 

14.33 

1 36 

73 If) 

0 05 

.32 ,36 

14 89 

17 47 

3 63 

17.41 

5,68 

13.97 

Chikmagalur 

23 45 

10 7 .3 

8 47 

4 25 

76.55 

3.41 

15 43 

3 89 

II 54 

5 90 

21 63 

7 22 

22.97 

Chitradurga 

14 86 

5 68 

8 05 

1 12 

85 14 

0 09 

.30 97 

5 74 

25 23 

6.00 

22.98 

7 96 

17.15 

1) Kannada 

14 98 

5 40 

5 20 

4 37 

85^)2 

0 10 

41 14 

13 43 

27 70 

3 34 

16 14 

8 58 

15 73 

Dharward 

.30 79 

1 1 05 

18 26 

1 49 

69 21 

I) .15 

22 18 

6.21 

15 97 

3 22 

18 37 

9 60 

15 49 

Gulharga 

21 41 

7 44 

12 17 

1 80 

78 .59 

2 69 

24 98 

6 53 

18.46 

4 66 

18.32 

8 63 

19 31 

llassan 

17 51 

1 1 91 

3 91 

1 68 

82 49 

1)06 

18 40 

4 19 

14 21 

5 50 

27 42 

9 04 

22 1)8 

Kodagu 

16 40 

4 74 

2 89 

8 77 

8,3 60 

0 06 

16 89 

1 74 

15,15 

7.69 

22 95 

II 05 

24.95 

Kolar 

17 47 

893 

7 08 

1 46 

82 53 

II 25 

24 35 

4,92 

19 43 

3.51 

19 17 

7 13 

17.13 

Mandya 

29 83 

14 78 

13 53 

1 52 

70 17 

0 04 

17 93 

4 04 

1.3 89 

4 47 

20.77 

5.51 

21 44 

Mysore 

1.3 99 

7 13 

4 92 

1 94 

86 01 

0.07 

25 98 

.1.61 

22 36 

5 34 

20.22 

9.78 

24.61 

Raichur 

.34 29 

11 60 

2t) 89 

1 80 

65 71 

.3.07 

16 14 

421 

II 92 

4 68 

18.58 

7.48 

15 76 

Shiinoga 

20 59 

791 

10 89 

1 79 

79 41 

1 ) 14 

28 55 

4 17 

24 38 

8.23 

19.66 

6 26 

1658 

Tuinkur 

18 38 

9 86 

6 62 

1 90 

81 62 

0 04 

25 37 

8,87 

16.51) 

3 72 

22.11 

7 84 

22 53 

U Kannada 

18 32 

8 16 

5 14 

5 02 

81 69 

0 25 

24 22 

4.67 

19 5 .5 

4 66 

21 72 

8.15 

22.69 

1991 














State 

15 8.3 

591 

8 17 

1 75 

84 17 

0 82 

25 84 

2.59 

21 25 

6.51 

21.63 

7.61 

21,76 

Bangalore 

.3 37 

1 28 

1 35 

0 74 

96 63 

0 30 

.34 49 

1 87 

.32 62 

8.68 

22.13 

8.18 

22 84 

Bcigauin 

24 35 

II 28 

II 49 

1 58 

75 65 

0 23 

24.56 

4.33 

20 23 

4.34 

20.70 

6.68 

19.15 

Bellary 

34 80 

10 01 

2.3 46 

1 13 

65 20 

3 25 

15 65 

2.14 

13 51 

4 98 

17 77 

7..59 

15,95 

Bidar 

20 14 

6 91 

12 52 

0 71 

79 86 

0 77 

12 39 

2 19 

It) 20 

3 94 

22 21 

10 48 

.30.08 

Bijapur 

26.31 

10 77 

13 71 

1 83 

7169 

0 45 

2.3 25 

5 73 

17 52 

4.53 

20.78 

6.34 

18.34 

Chikmagalur 

26.79 

10 14 

13 66 

2 98 

73 21 

3 81 

It 12 

1 75 

9,17 

4 74 

22.43 

5,97 

25.14 

Chitradurga 

14 87 

5 7.3 

7 62 

) 52 

85.13 

0 31 

24 06 

3 20 

20 86 

7.22 

26.23 

6.81 

20..50 

1) Kannada 

1.3.39 

5(X) 

4 46 

3 9.3 

86 61 

0 13 

34 62 

069 

3392 

.5.89 

19 29 

7.55 

18.94 

Dharward 

28 50 

10.32 

16 78 

1 40 

71 50 

0 15 

20 81 

.3,37 

17.43 

.5.11 

21..30 

8.06 

16.07 

Gulharga 

20 9.3 

6 35 

11 59 

2 99 

79 07 

1 76 

16.08 

2 05 

14 02 

6 .(X) 

20.52 

8 14 

26.57 

Ha.s.san 

17 40 

8 97 

6 17 

2 26 

82 60 

1)37 

12.93 

1 94 

10.99 

5.50 

26.49 

9.28 

28.04 

Kodagu 

16 54 

-3 19 

3 44 

9 91 

83 46 

0 19 

10.12 

0 66 

9.46 

6..34 

25.91 

7.28 

33.62 

Kolar 

17.48 

7 32 

8 56 

1 60 

82 52 

6 43 

24.43 

3.28 

21,15 

4.23 

21..37 

e!^4 

19.42 

Mandya 

.31.48 

12 81 

15 98 

2 68 

68.52 

0 22 

14.21 

3 26 

10 95 

5.90 

2I..33 

5.27 

21..59 

Mysore 

13 90 

5 93 

5 60 

2 37 

86 10 

1)20 

24.16 

2..57 

21 .59 

6.73 

22.93 

8.35 

23.72 

Raichur 

32.15 

9 29 

21 26 

1 60 

67 85 

3 05 

8 70 

2.16 

6.54 

3 21 

18.04 

5.32 

29.53 

Shiiiioga 

23.12 

7 12 

14 21 

1 79 

76 88 

0 41 

20.53 

2.48 

18.05 

6.37 

22.31 

6.66 

20.59 

Tuklur 

17 80 

8.92 

6 92 

1 96 

82 21) 

0..36 

24.25 

6.04 

18.21 

5.6J 

22.23 

7.12 

2Z63 

U Kannada 

17.17 

6 07 

4.39 

671 

82 83 

0.51 

20.24 

3,13 

17.11 

6.15 

21.98 

7.54 

2642 


23K2 


Economic and Politic*! W«^iy,. 





hotfsehbfti 

districts. This is a wefcdide trend. 

Corresponding to the d^line in the 
household manufacturing employment, the 
manufacturing employment in other than 
household industry showed a positive 
change in most of the districts. In the 
case of males, the percentage change is 
highest in Dharward and Dakshina Kannada. 
TTie only two districts which recorded a 
negative percentage change are Gulbarga 
and Raichiir. In the' case of female 
employment Belgaum. Bidar, Gulbarga, 
Mysore, Raichur, Shimoga and Uttar 
Kannada witnessed negative percentage 
change of proportions. 

The percentage change in the urban 
manufacturing employment is given in Table 
18. All the districts showed negative per 
cent of change with respect to the male 
household manufacturing. In the case of 
females, Chikmagalur, Mandya, Kodagu, 
Mysore. Raichur, Shimoga and Uttar 
Kannada showed an increase. The picture 
is entirely different in the case of non¬ 
household manufacturing. The per cent 
change in terms of male workforce in the 
urban non-household manufacturing sector 
showed substantial increase The female 
workforce also recorded an increase except 
the districts like Chikmagalur. Hassan, 
Kodagu, Mandya, Mysore, Raichur, 
Shimoga and Uttar Kannada. 


Ill 

Structure of Employment 
■ in West Bengal 


Table 19 reveals that the structure of 
employment in the rural sector has 
undergone some changes. The proportion 
of total workers dcpcndi ng on the agriculture 
sector declined Irom 77 per cent to 73 per 
cent. Accordingly, both the secondary and 
tertiary sector employment has increased. 




Househijd Manufaciunne Non HtHwehuld Manufactuniig 



Mates 

t^niates 

Total 

Males 

Females 

TCsr 

SLtic 

-26.39 

-65.63 

-43.82 

21.27 

124.35 

46.35 

Bangalore 

-.13.68 

-21.41 

-28 74 

9.05 

10.34 

8.57 

Belgaum 

-13.30 

0.84 

-10 24 

11.74 

-1.80 

tO.45 

Bcllary 

-18,75 

-12.42 

-17.45 

22.23 

25.22 

24.18 

Bidar 

-7.82 

17.69 

-4.07 

5.08 

-19.95 

2.93 

Bijapur 

-16.80 

-18.57 

-16.57 

33.52 

74.33 

37.10 

Chikmagalur 

-42.86 

-35.76 

-38.94 

42.05 

101.07 

44.71 

Chilrudurga 

-I8..36 

-9.54 

-15,43 

19.48 

26.10 

20.68 

Dakshin Kannada 

-71.76 

-97.19 

-92 43 

51.36 

225.75 

137.86 

Uharward 

-32.61 

-28.02 

-31 .58 

52.07 

90.43 

57.50 

Gulbarga 

5.14 

14 30 

6 96 

-5,05 

-24,74 

-7 85 

Hassan 

.36 91 

-6.52 

-29 70 

27.51 

6.27 

23.19 

Kodagu 

-23 21 

-29.73 

-22.79 

6.57 

14 08 

7.07 

Kolar 

-29.67 

-4 49 

-23.79 

15 89 

2.52 

12.85 

Mandya 

- 38 38 

-5.34 

-31.66 

22.00 

6.20 

20.14 

Mysore 

-20 07 

6.76 

-10.99 

10 40 

-4.42 

5.99 

Raichur 

14.41 

20.34 

16.27 

-15 93 

-36.18 

-20.13 

Shimoga 

-7.85 

21 15 

-1.22 

5.63 

-21.48 

0.92 

Tumkur 

-22.37 

-14 87 

-18.31 

29.60 

40.21 

28.32 

Utlar Kannada 

-9.26 

51.57 

-1.05 

5 35 

-21 60 

0..57 


Table 18: Percentaoe Chanul in Urban Manufacturino 



Household Manufacturing 

Non- 

Household Manufacturing 


Males 

Females 

Tola! 

Mules 

Peniaies 

Tola! 

State 

-51 01 

-51 85 

-50 54 

9 60 

31,86 

12.87 

Bangalore 

-51.97 

-29.9.1 

-42 12 

4.49 

7 70 

4.35 

Belgaum 

-39,08 

- 32.96 

-38 84 

13,4,5 

26.89 

1.5.74 

Belhiry 

-62 00 

-41 16 

-53.47 

20.42 

.18.91 

22.30 

Bidar 

61.52 

-43.39 

- 53 45 

24,08 

226.52 

32.73 

Bijapur 

-46 2.1 

-42.32 

-46.40 

33.63 

61.03 

39.55 

Chile magalui 

-44,44 

4,73 

-37.42 

13.87 

-2.31 

12.60 

Chilradurga 

-27.04 

-35.90 

-28 22 

4..17 

25.05 

6.42 

[) Kannada 

-79.73 

-‘>7.45 

-93.86 

14 66 

84 14 

45.51 

Dharward 

-.50 21 

-18..57 

-42 14 

1.5 89 

14.36 

16.40 

Gulbarga 

-45 49 

-51 97 

-51 13 

9 75 

73 87 

18.08 

liassji) 

-62.71 

29 09 

-.14.1.1 

15.25 

-20.27 

10.07 

Kodagu 

-43 It 

26,81 

-.16.20 

4 70 

-4.19 

4.15 

Kolar 

-46 14 

-2 26 

-13 56 

10.15 

1 18 

8,49 

Mandya 

-46 90 

47.69 

1.87 

11.02 

-.17 40 

-0.54 

Mysore 

-47..50 

15 23 

-21.65 

6.12 

-4,79 

3.82 

Raichur 

-12.8.1 

23.62 

.5.07 

4.11 

-12 79 

1.80 

Shimoga 

-22 45 

16.11 

-17 25 

.1.28 

-8.31 

2.95 

Tumkur 

-45.39 

-1.1,97 

-28.78 

17.98 

18.74 

15.47 

U Kannada 

-23.47 

18.57 

-19 87 

5 49 

-5 40 

4.75 


Table 16’ Percentacf.Changfi.v the Proportion bftwkcn 1981-1991 - Urban Karnataka 



AGL 

cut 

AGL 

LAB 

LIVF 

NON 

AGL 

M and 0 MAN 

HH IND 

NONHH 

CONS 

TandC 

TAN 
and CO 

SERV 

State 

-9.42 

-17,66 

-5.00 

3.01 

200 

-9.19 

-12.11 

-.56 53 

-0.80 

34 08 

14.12 

-8.78 

8.43 

Bangalore 

-15 06 

-21,36 

-8.99 

-13.66 

0.62 

161 7.1 

-9.18 

-47.43 

-5.23 

51..35 

20.15 

-10 II 

-7.45 

Belgaum 

-1.51 

-16.45 

15.79 

21.57 

0.50 

54.51 

-9.94 

-44 92 

4.23 

-1.25 

4.49 

-6.84 

16.15 

Bellary 

-3.52 

-13.01 

-0.45 

33 21 

1 99 

8 47 

-18.27 

-61 97 

-0.04 

28,76 

30.09 

I..34 

-4.83 

Bidar 

-10.62 

-16.93 

0.35 

-5911 

3 09 

1068.49 

-29.63 

-67.24 

-6.61 

-9.22 

-6.15 

21.34 

29.87 

Bijapur 

-2.17 

-3.84 

-4,.34 

.14 .11 

0.80 

791.08 

-28.16 

-61.49 

0.26 

24 63 

I9,.38 

It 52 

31.33 

Chikmagator 

14.22 

-5.48 

61..34 

-29.94 

-4 ..16 

11.69 

-27.89 

-.54.88 

-18.80 

-19.59 

3.70 

-17.32 

9.46 

Cbitnduiga 

0.10 

0,82 

-6.35 

35 62 

-0.02 

240 33 

-22.31 

-44.23 

-17.12 

20 22 

14.14 

-14.43 

19.58 

D Kannada 

-10.59 

-7.44 

-I4..14 

-10.04 

1.87 

229.38 

-15.85 

-94.84 

22.45 

76.29 

19.53 

-1200 

20.38 

Dharward 

-7.46 

-6.66 

-8.10 

-5 51 

3..12 

-56.19 

-6.19 

-45.72 

9.20 

.58.75 

15.94 

-1599 

3.74 

Gulbarga 

-2.22 

-14.71 

-4.72 

66.33 

0.61 

-34.55 

-35.66 

-68.56 

-24.02 

28.82 

12.01 

-5.70 

.37.60 

Hasson 

-0.61 

-24.70 

57.68 

34,46 

0.13 

5.39.50 

-29.71 

-.53.70 

-22.63 

0.00 

-3.41 

2.68 

26.97 

Kodagu 

0.84 

-32.68 

19.02 

12.97 

-0.16 

198.67 

-4006 

-6t.76 

-37.57 

-17.54 

12 88 

-34.11 

34.74 

Kolar 

0.08 

-17,95 

20.89 

9.47 

-0.02 

-42.81 

0.35 

-.33.33 

8.87 

20.76 

11.44 

-6.96 

L1..17 

Mandya 

5.51 

-13.29 

18:12 

75.9.1 

-2.34 

460.71 

-20.75 

-19.27 

-21.18 

31.99 

2,71 

-4.48 

0.70 

Mysore 

-0.69 

-J6.89 

13.83 

21.95 

Oil 

182.93 

-7.00 

-28.99 

-3.44 

26.09 

13 42 

-14.60 

-3.63 

Rakbur 

-6,23 

-19.88 

1,74 

-10,79 

3.26 

-0.70 

-46.12 

-48.85 

-4.5.15 

-31.25 

-2.90 

-28.88 

87.40 

Shimoga 

12-31 

-9.97 

30,47 

■ 0.29 

-3.19 

201.82 

-28.07 

-40.48 

-25.95 

-22.56 

13,45 

6.32 

24.24 

Tumkur 

-3.19 

-9.54 

4.56 

2.72 

0,72 

858.15 

-4.42 

-31.92 

10.36 

50.64 

0.60 

-9.26 

0.40 

U Kannada' 

-6.32 

-25.66 

-14.66 

.1.1.68 

1.40 

106.36 

-16.42 

-33.03 

-12.45 

.11.95 

1.17 

-7.48 

16.44 



the percentage change in the latter is more 
than that of the former. The percentage 
increase in the loial rural workforce was 
26.98 per cent, while the secondary and 
terttary sector recorded a growth rate of 
51.79 per cent and 67.28 per cent, 
respectively. Thus, the growth in the 
secondary and tertiary sectors are much 
higher than that of the percentage increase 
in the primary sector employment m absolute 
terms. 

The compound growth rates of the 
seclorwi.se population reveal that the growth 
rates are high compared to the population 
growth of 2.2'tpcr cent in all the segments 
of the rural workforce except primary sector 
males. The growth rates of Icmale 
employment arc higher in all the sectors. 
From the table, one can presume that, the 
proportion of the increase in the agricultural 
sector is lower and at the same time, at least 
some proportion oi ihc employment is 
absorbed into tne secondary sector, though 
tertiary sector is still the major absorber of 
employment. The absorption of temale 
workforce in secondary sector is one of the 
highest compared to the re.st of the segments. 
Thus, rural West Bengal is in the expected 
path of the •—:;lion. 

The pro, artions and the percentage 
-'»«inge» within the rural worklorce arc 
shown in Tables 20A and 20B respectively. 
The proportion of the workers in the rural 
non-agricultural .secloi increased from 22.24 
per cent to 26.48 per cent Maiuilacturing 
experienced an inciease of 10.44 per cent 
in the total worklorce. Within this, 
household industry has the highest share, 
say 6.22' per cent. 

The total rural agricultural sector 
employment has declined by 5.35 per cent 
in the case of males. 6.06 per cent in the 
case of females and 5.45 per cent for total 
workforce. Cultivators showed an increase 
only in the case of females and the rest 
declined. A similar decline was noted in 
activities like livestock and Ushing. 

Coming to the percentage changes in the 
rural non-agricultural sector, the increase 
was of the tune of 18.73 per cent, 20.90 
per cent and 19.07 per cent, respectively. 
The growth in this sector is shar^ mainly 
by all the sub-sectors except mining and 
quarrying, where the percentage of the 
proportions showed a decline. Within the 
manufacturing employment, household 
industry employment recorded a negative 
growth in the case of males, whereas female 
workforce and the urtal workforce as such 
experienced an increase 49.95 per cent and 
19.08 per cent, respectively. On the other 
hand, rural manufacturing employment in 
other than household industry witnessed an 
increase in all segments of the workers. In 
construction, female employment has 
recorded a decline: the case of sectors like 
transport, storage and communications is 


TAtcE 19; SErroR AL COMRosmoN of lluitAiL 



Male.s 

1981 



1991 


Females 

Total 

Males 

Females 

Total 

Primary 

77.79 

77.54 

77 76 

7.1.6.1 

72.84 

7.1.52 

.Secondary 

10 IS 

15.12 

10.71 

10.99 

19.16 

12.12 

Tertiary 

12 0,^ 

7.14 

11 5.1 

15.18 

8.(X) 

14.36 

Total 

ltX)(H) 

ItXXM) 

ItXt.OO 

IfX).(X) 

ltX),00 

100.00 


Percenlage Change in 

Compound Growth Rates 


EiiiplOYinenl (1981 -91J 


. 0.98I.-9Ji_ 



Males 

Females 

Total 

Males 

Females 

Total 

Primary ■ 

22 71 

62 54 

26 98 

2 07 

4.98 

2 42 

.Secondary 

19 97 

119 25 

51 79 

.1.42 

8.17 

4 28 

Tertiary 

6S 71 

88 44 

67 28 

5.18 

6.54 

5 28 


Tabu 20A Proporiion ok Employment 

- We.st Bengal Rural 


Industrial t'aiegory 

Males 

1981 

Females 

Total 

Males 

199[ 

Females 

Total 

1 Agncullure 

77.79 

77.54 

77 76 

73 63 

72 84 

73 52 

1 Cultivators 

42 87 

18.09 

40 20 

40.88 

19 86 

.37.97 

2 Agricultural labourers 

.11 79 

. 48.44 

3.1.58 

30.04 

45 89 

32.24 

.1 Livestock, and fishing, etc 

.1.14 

11 .IX) 

3 98 

271 

7,09 

3 32 

II Nnn-Agnculture 

22.21 

22.46 

22 24 

26 37 

27 16 

26.48 

4 Mining and quarrying 

0.82 

0.59 

0 79 

0.47 

0.21 

0.43 

5 Manufacturing 

8 47 

14 27 

909 

9.11 

18 75 

It) 44 

(a) Household industry 

.1.02 

7.90 

3.55 

3tX) 

11.84 

4 22 

lb) Non-Household industry 5 45 

6.17 

5..55 

6.11 

' 691 

6 22 

6 Construction 

0 89 

0.26 

0 82 

1 41 

0 91 

1 24 

7 Trade and commeree 

4 62 

1,58 

4 29 

6 63 

1 92 

5 98 

8 Transport, storage and 
cominunication 

1.84 

0.17 

1 66 

2 48 

0 12 

2 15 

9 Other .services 

5.57 

5..S9 

5.58 

6.27 

5.96 

6.23 


Tabu 20B PcRCLNTAiiKCiiANCii-; in Employment-We-st BENf.AU Rural 


Industrial Category 



Rural 


Male.s 

Females 

Total 

1 Agriculture 


-5.35 

-6.06 

-5.45 

1 Cultivators 


-4 63 

9.79 

-5,55 

2 Agricultural labourers 


-5..50 

-5.27 

-4.00 

3 Livestock, and fishing, etc 


-13.62 

-35,58 

-16.74 

II Non-Agncullurc 


18 73 

20.90 

19.07 

4 Mining and quarrying 


-42.71 

-63.52 

-45.36 

5 Manufacturing 


7.52 

31.40 

14.83 

(a) Hou.schold industry 


-0.78 

49.95 

19.08 

lb) Non-Household industry 


12.13 

8.40 

12.11 

6 Construction 


58.72 

-25.50 

51,27 

7 Trade and commerce 


43.50 

21.14 

.39.22 

8 Transport. storage and communication 

35.04 

-28.55 

29,94 

9 Other services 


12.47 

6.59 

11.66 

Table 21: Sectoral Composition of Employment - 

West Bengal Urban 


1981 

1991 




Sectors Males 

Females 

Total Males Females 

Total 

Primary 5 36 

5.05 

5..34 

6.50 6.19 

6.47 

Secondary 42.64 

24.32 

41.31 ,37.69 24.85 

36.51 

Tertiary 51.99 

70 62 

S3..3S 55.81 68.96 

57.02 

Total 100.00 

100.00 

100.00 100.00 100.00 

100.00 

Percentage Change in 

Compound Growth Rates 

Employ ment (1981-91) 

(1981-91) 


Males 

Females 

Total Moles Pbmales 

Total 

Primary 55.66 

102.57 

.58.88 

4,52 7.3) 

4,74 

.Secondary 13.48 

68.89 

I5;8S 

1.27 5.38 

1.48 

Tertiary 37.83 

61.43 

40.09 

3.26 4.91 

3.43 


Economic ami Pt^itietti 
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Industrial Category : 1981 _ _ 1991 

Mates Ffemales Total Males Fcnvales Total 


1 Agriculture 

5.16 

5,05 

5.14 

6.50 

6.19 6.47 

1 Cultivators 

1.65 

I.OI 

1,60 

2.01 

1.02 1.94 

2 Agricultural labourers 

2 65 

1.45 

2.71 

1.25 

4.39 1.36 

.1 Livestock, forestry and fishing 

1 07 

0,60 

1 01 

1.22 

0.78 1.18 

II Non-agrtculiuro 

94.64 

94 95 

94 66 

91.50 

93 81 %.53 

4 Mining and quarrying 

1 41 

0.90 

1 19 

1 83 

0.89 1.74 

5 Manufacturing 

18.21 

22.19 

17.07 

.12.10 

22.66 31.23 

(a) Household industry 

1.26 

5.92 

145 

241 

9.19 1.01 

(b) Other than household industry 

14.97 

16 27 

11.62 

29.69 

11.47 28.21 

6 Construction 

2.9H 

1.24 

2 85 

1.76 

1 10 1.54 

7 Trade and Coiniiiercc 

21.94 

6 79 

20 84 

25.44 

7.95 21.84 

8 Transport, storage and coininunicaiiun 

11.09 

2 96 

10.50 

10 67 

2.46 9.92 

9 Other services 

18 96 

60 87 

22 00 

19 70 

58 55 23.25 

Tabi r 22B PtRCtNiACF Chanof. in Emfi.oyvii ni 

-WfstBenoai Urban 

Indiislnal Category 




Urban 





M.iles 

Females Toml 

1 Agriculture 



21.21 

22 51 

21 21 

1 Cultivators 



21.54 

1.62 

21 .14 

2 Agricultural labourers 



22 85 

27 25 

24 05 

^ Livestock, toresiry and fishing 



11.67 

10.48 

11 57 

II Total non-agriculliire 



-1 20 

-1 20 

- 1 20 

4 Mining and quarrying 



27 58 

-0 44 

25 IK) 

1 Manufaclunng 



16 05 

2 12 

-15 74 

(a) Household industry 



26 10 

55 09 

-12 25 

(b) Olher than household industry 



15 II 

-17.17 

-16 10 

6 Construction 



26 12 

4 71 

24 00 

7 Trade and Commerce 



15 98 

16 95 

14 41 

8 Transport storage and loinmunic.'ilion 



-181 

-16 81 

-5.56 

9 Olher services 



1.88 

-1 81 

5 68 


*’ • ■ - 

Unlike the iwat ii^orfcforce, the stnicture 
is entirely difTerent lit die urban workforce 
(Table 21). The petcentage change in the 
urban workforce was S8.88 per cent In the 
primary sector compared to the 15.85 per 
cent and 40.09 per cent in the secondary 
and tertiary sectors. In terms of the 
composition of the workforce, both the 
primary and tertiary sectors witnessed an 
increase. The primary sector urban, 
employment share has increased from 5.36 
per cent in the case of males in 1981 Census 
to 6.50 per cent in 1991. 

Similarly, the percentage of female 
workers and total workers increa.sed from 
5.05 per cent and 5.34 per cent in 1981 
Census to 6.19 and 6.47 per cent, 
respectively. The percentage share in the 
tertiary sector was 5 1.99,70.62 per cent and 
53. 35 per cent in the case ofmales. females 
and total workforce. It changed to 55.81, 
68.96 per cent and 57.02 per cent, 
respectively. The change in the secondary 
sector for the same groups was from 42.64 
per cent, 24.32 per cent and 41.31 per cent 
to 37.69 per cent. 24.85 per cent and 36.51 
per cent, respectively (Table 21). The 
compound growth rates of urban West 
Bengal brings out a very disturbing picture 
in the sense that, the .secondary sector was 
able to absorb just half of the population 


TA(U,r 2,1 PHOPORflONOI. KI'KAL WoKKSORrS- DiSIRK'IWUSF 



AGL 

Non-AGL CUL 

AGLLAB 

LIVF 

M and 0 

MAN 

IIH 

Non-HH 

aiNs 

T and C 

TAN and Co 

SERV 

1981 

Stale 

77 76 

22.24 

40 20 

.11 58 

1 98 

0 79 

0 09 

1..55 

5.55 

0.82 

4 29 

1 66 

5.58 

Koch Bihar 

85 40 

14 60 

.55.12 

28 91 

1 17 

0 00 

5 11 

1 95 

1,17 

0 27 

1.62 

1.44 

4,15 

Jalpaigun 

84 94 

15.06 

.16 94 

17.77 

10,21 

0 09 

4 02 

1 05 

2.97 

0 80 

4.51 

I.58 

4.06 

Darjeeling 

81.71 

18 27 

.14 21 

II 47 

16.04 

0 01 

4 42 

0 91 

1.49 

209 

.1.22 

1 57 

6.97 

West Dmajpur 

89,f>6 

1014 

51 17 

17.44 

1 05 

0 (K) 

l.'K) 

1,82 

2 08 

0 18 

2 66 

0 49 

3.11 

Maldah 

80.47 

19,51 

41 65 

15 79 

1 02 

0 01 

9.39 

4.29 

5.11 

0 42 

1 90 

1 24 

4.57 

Murshidabad 

77 21 

22.77 

18 56 

16 26 

241 

0 04 

12.11 

5.52 

6 79 

1 67 

161 

1.10 

4.04 

Nadia 

76.82 

21.18 

18.97 

.14 81 

1.04 

0 (X) 

9.98 

4 10 

5 88 

0 69 

5.21 

1.67 

5.63 

24 Parganas 

72.14 

27 86 

.15..57 

.15.12 

1.45 

0.02 

11.05 

2 81 

8 22 

0 74 

6.61 

260 

6.81 

Howrah 

48.96 

51.04 

20.18 

27.52 

1.26 

0 02 

10 29 

6.76 

23 51 

2.14 

8,28 

2.80 

7.3! 

Hooghly 

7211 

27 69 

.1121 

18 02 

1 08 

0.04 

12.56 

4 04 

8 52 

0.93 

6.06 

1.91 

6.18 

Medinipur 

80.12 

19.68 

46.41 

12 78 

1 II 

0.05 

7,60 

4.48 

1.11 

0 86 

1 15 

1 61 

6.41 

Bankura 

82.15 

17.85 

41 76 

.16 80 

1 60 

0,47 

7.51 

4 15 

1..16 

0 50 

2.59 

0.90 

5.88 

Puruliya 

81.78 

18 22 

54 06 

26.11 

1 41 

1.61 

6.61 

.1.14 

1.47 

0,80 

2.47 

2 17 

4.56 

Bardhamati 

71,04 

26.96 

31.15 

40.56 

I..13 

7.10 

7.57 

1.01 

4..54 

0.58 

3 91 

1,75 

5.84 

Birbhum 

82.67 

17.33 

40.66 

40.83 

1.18 

0.51 

621 

1.57 

2 61 

0.37 

1.18 

1 01 

6.02 

1991 

State 

71.52 

26,48 

.17.97 

32.24 

1.32 

0.43 

10.44 

4 22 

6,22 

1.24 

5 98 

2.15 

6.23 

Koch Bihar 

80.66 

19.14 

51.64 

27.80 

1.22 

0.02 

6 44 

2.29 

4 15 

0.60 

4 79 

2 46 

5,03 

Jalpaiguri 

78.61 

21..19 

11.69 

18 96 

25.95 

0.05 

5.61 

0.97 

4,64 

1.15 

5 74 

2.70 

6.15 

Darjeeling 

76.61 

21.37 

.11 35 

15.59 

27.69 

001 

5,.59 

0 .50 

.5.10 

1,46 

4 11 

1,69 

10.31 

West Dinajpur 

86,65 

13.35 

46.94 

18.69 

1.02 

0.01 

4.92 

1 89 

101 

0.41 

1,14 

1.06 

1.80 

Maldah 

76.42 

23.58 

36.64 

.16.71 

1.06 

0.01 

11.89 

1.59 

8..10 

0.72 

4.69 

1 44 

4.82 

Murshidabad 

68,72 

11 28 

34.81 

.12.10 

1.80 

0,04 

15 60 

12 II 

148 

1 22 

6.28 

I..52 

4.62 

Nadia 

71.40 

28.60 

36.56 

11.12 

1 52 

0 06 

11.79 

5.40 

6 40 

0 99 

7 15 

2.07 

6.54 

24 Pargana.s* 

67.78 

12.22 

12.71 

31 04 

2.04 

006 

II 64 

146 

8 IK 

1 .16 

8..51 

3.61 

7.02 

Howrah 

49.65 

5015 

21,06 

27.18 

1.40 

0.01 

28 27 

4.01 

24.24 

2.48 

8.78 

2 87 

7.94 

Hooghly 

Medinipur 

66,82 

11.18 

29 ..19 

.16.-54 

0.89 

0.10 

14 12 

158 

10.74 

1.18 

7.54 

2,60 

7.44 

74,20 

i5.80 

45..50 

26 91 

1.79 

0.05 

9.61 

5 16 

4,45 

1,36 

5 61 

2.16 

7.01 

Bankura 

80.64 

19.16 

41.65 

.15.71 

1.26 

0.3? 

7.24 

.1,15 

4.08 

0.75 

4.21 

1 14 

5.70 

Puruliya 

80.80 

19.20 

52.87 

27 01 

0.90 

1.07 

7.11 

2.80 

4.13 

0.62 

3.65 

1.67 

5.05 

Bardbamon 

73-14 

26,66 

.10.17 

42.11 

0.86 

1.41 

8.48 

1.46 

5.02 

0.75 

5,69 

1.81 

6.53 

Biibhnm 

78,35> 

21.65 

37.11 

^ 39.92 

I..10 

0.99 

7,38 

3.69 

3.69 

0.75 

5 01 

1.50 

6,02 


. — I I . . . •« , I . . . , . . I . .. ..... 

According tothe 1991 Census, the 24 Purganasdistrici was divided into 24 Paiganas North and South. Tocotnpan; this rvith the 1981 Census, we have 


elubbed these two disiriets lOgether..,. 
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growth in the urban area in this sector. 
The primary sector experienced a higher 
growth compared to the rest of the 
sectors. The compound growth rales 
show a very high value in the case of 
female workcr.s in the primary and 
secondary sectors. 

The single-digit wise information on the 
proportion ol the urban workforce is shown 
in Table 22A. The proportion as such 


declin^ in the urban non-a^cuhiiral sector. 
The decline was mainly in the manufacturing 
sector and in the transport, storage and 
communication sectors. 

Unlike the rural area.s. urban primary 
sector employment witnessed a positive 
rate of growth in all categories of the 
workforce. This is shown in Table 22B. The 
male cultivators witnessed a percentage 
change of 29.S4. while the percentage 


' has nefflaihed ^ 4.62, while ihLr shil* in 
the livestock and fishing increased by 30.48 
per cent. 

The most surprising fact is the negative 
percentage change in the urban non- 
agricultural workforce. The decline was 
busicaiiy due to the decline in the share of 
mining and quarrying, manufacturing and 
transport and communication. The decline 


TABLE 24 Percentaoe Chanoe in Proportion op Rurae Workforce - Distrktwise 


Total 

AGL 

NON-AGL 

CUL 

AGL LAB 

LIVF 

M andQ 

MAN 

CONS 

TandC 

TAN and Co 

SERV 

State 

-.'5.4.S 

19,07 

-.S..S.S 

-4(KI 

-16.74 

-4.S..76 

14.8.7 

.SI.27 

79.22 

29.94 

».66 

Koch Bihar 

.S 55 

72.4.S 

-6 64 

-.7 84 

.7.91 

1962..S.7 

2.S.6I 

127.02 

72,.55 

70.54 

1.23 

Jalpaigun 

-7.46 

42 06 

-8 80 

6.69 

-14.14 

-44 88 

.79.78 

44.29 

27.06 

70.90 

1.63 

Daijecling 

-6 24 

27 90 

-2..S6 

76 01 

-2.7.17 

-SI..79 

26.61 

-29.99 

.74.18 

1.52 

7.91 

West Dinajpur 

-.t 76 

29.11 

-8.26 

7.71 

-2.44 

228 4.S 

26.17 

I2S 79 

18.70 

118.51 

2.26 

Maldah 

.' 0.7 

20.72 

-12 0.7 

2 S7 

1 .SO 

409 64 

26 .S4 

70 96 

20 17 

15.98 

5.48 

Murshidahad 

-11.07 

,77 41 

-9 72 

-11 4S 

-2.S .SO 

9 96 

26.77 

97 54 

77.71 

77.28 

4.52 

Nadia 

-7.0.S 

2.7 .78 

-6 18 

-4.28 

-.SO 10 

1281 66 

18 17 

44.64 

37.21 

27.94 

6.16 

24 Parganxs 

-6 04 

IS 64 

-8 04 

-S.9S 

40 8.S 

269 04 

.S..79 

82 87 

28,69 

38.78 

2.79 

Howrah 

I..79 

-1..7.7 

4.78 

-1 2.7 

10 97 

20.27 

-6 67 

6 01 

6.08 

2.25 

8.61 

Hooghly 

-7 60 

19 8.S 

-11 .S2 

-7.90 

-1724 

179 24 

14 02 

26.68 

24.50 

Mil 

0.57 

Medinipur 

-7 62 

.71 09 

-2 (H) 

-1791 

61 02 

17 .SO 

26 72 

58 29 

77.96 

.74.16 

9.79 

Bunkura 

-1 84 

8 49 

-A) 25 

-2 90 

-21 29 

-70 86 

-7 70 

.50.77 

62 40 

27 72 

7 07 

Puruliya 

-l.l') 

.) .74 

-2 19 

2 7.S 

-.76 41 

• .7.7 46 

7 88 

-22 61 

47 74 

-27.09 

0.84 

Bardhainan 

0.40 

-1.09 

-2..S0 

.7.82 

-7.S7I 

-S7 24 

II 96 

70.47 

44.90 

-7 78 

1.75 

Biibhuin 

-.1.J.7 

-4 96 

-8.70 

-2 21 

l().77 

86 0.7 

18.87 

105 45 

57.77 

48 17 

0,04 


Table 25: Proportion of Urban Workforce - West Bengal 


AGL 

CUL 

AG LAB 

LIVF 

NON-AG 

MQ 

MAN 

HH MAN 

NON-HH 

CONST 

TandC 

TAN and Co 

SERV 

1981 














State 

5 .74 

1 6 

271 

1 07 

94 66 

1 79 

77 07 

.7 45 

3.7.62 

2.85 

20 84 

10,5 

22 00 

Koch Bihar 

6 74 

29 

2 47 

1.77 

97 26 

0.02 

17 79 

2 97 

14.85 

2 27 

25 57 

97 

.77.91 

Jalpaigun 

14,71 

7 15 

5 57 

1 59 

85 7 

0 07 

16 84 

2 78 

14 46 

2 74 

25.46 

1804 

22..S9 

Darjeeling 

4 07 

0 67 

0 69 

2 67 

9S97 

0 01 

1671 

2 6f 

14 1 

4 83 

27.19 

16.44 

70 8 

West Dinajpur 

15 64 

7 17 

6,11 

2 76 

84 76 

0 01 

15 14 

2.96 

12 18 

2 76 

,70.61 

9.67 

26.57 

Maldah 

7.46 

2 84 

2 06 

2 56 

92 55 

0 

15 84 

7.26 

12.58 

5 17 

25 02 

10.43 

.76.1 

Murshidahad 

15 80 

4 2.7 

6.72 

4 85 

84 2 

0.04 

.72 68 

8.14 

24.54 

6.1 

19.06 

4.96 

21..77 

Nadia 

11.61 

7.76 

6 20 

2(M 

88 79 

0 05 

77 57 

11.94 

25 67 

2.57 

19.74 

6.86 

21.61 

24 Parganas 

4 47 

1 02 

2,57 

0.88 

95 57 

0 07 

45.51 

1.19 

42 32 

2.99 

17.27 

8.15 

21..58 

Calcutta 

0.92 

0 24 

0.21 

0.46 

99.08 

0.07 

29.92 

1.77 

28.19 

2 69 

28.17 

12.99 

25.29 

Howrah 

3..77 

0 77 

1.93 

071 

96 67 

0 06 

51.71 

4.45 

46.86 

1.95 

17.81 

10.52 

14.98 

Hooghly 

5 46 

1 21 

2.79 

1.46 

94 54 

0 05 

51.44 

2.41 

49.02 

2.76 

16.72 

6.78 

16.79 

Medinipur 

17 74 

6.44 

10.04 

1.26 

82.27 

0,08 

20.89 

3.4 

17.49 

4.08 

15..78 

17.42 

24.42 

Bankura 

II 75 

7 71 

5.95 

1 70 

88 64 

0.04 

28.77 

12.05 

16.28 

3.73 

20,42 

10.64 

25.48 

Puruliya 

11 75 

7 78 

4 96 

2 62 

88.64 

0.24 

185 

7.67 

14.87 

2.54 

19.31 

25.25 

22.81 

Bardhaman 

7 01 

2 72 

4,02 

0 67 

92.99 

15.04 

.76.04 

7.66 

72.78 

2.4 

13.64 

8.55 

17.33 

Birbhum 

1991 

15 56 

4.77 

9 72 

1 07 

84.44 

0.14 

18.44 

4.21 

14.24 

2.26 

21.59 

12.01 

29.99 

State 

6 47 

I 94 

7.36 

1 18 

97.57 

1.74 

71.23 

7.07 

28.21 

3.54 

23.84 

9.92 

23.23 

Koch Bihar 

7 94 

7 18 

3.27 

1 57 

92,06 

0 01 

1.5.85 

2.6 

17.25 

2.56 

28.54 

10.3 

34.8 

Jalpaigun 

17 17 

5 02 

5 62 

2 49 

86.87 

008 

L5.41 

2.02 

1.7.79 

5.31 

26.32 

13.21 

26.53 

Darjeeling 

5.22 

l.l 

1.44 

2.69 

94 78 

004 

11.65 

0.97 

1068 

4.98 

30.7 

12.76 

34.65 

West Dinaipur 

18 79 

9.78 

6.97 

2.44 

81.21 

0.04 

14.53 

2..76 

12.17 

3.02 

28.96 

9.01 

25.66 

Maldah 

900 

2.-52 

2..78 

4.1 

91 

008 

18.05 

7 

15.05 

4.71 

24.58 

12.99 

30.6 

Murshidahad 

128 

7 86 

6.04 

2.9 

87.2 

0.04 

37.68 

26.24 

11.44 

6.1 

19.62 

5.44 

18.3 

Nadia 

17 08 

7.96 

6.95 

2.17 

86.92 

0.1 

35.99 

14.2 

21.79 

2.65 

20.66 

6.46 

21.06 

24 Parganas 

5.48 

1.22 

7.22 

1.07 

94.52 

0 15 

38 36 

2.73 

36.02 

3.86 

21.94 

9.03 

21.19 

Calcutta 

0.87 

0 15 

0.21 

0.51 

99.17 

0.19 

26.5 

0.49 

26.02 

3.39 

29.68 

11.39 

27.97 

Howrah 

5.17 

1 15 

7.25 

0.78 

94.87 

0.06 

44.65 

3.26 

41.39 

2.5 

21.26 

9.iS 

16.8.3 

Hooghly 

5.14 

1 22 

2.76 

1.16 

94.86 

0.12 

42.31 

1..39 

40.92 

4.11 

21.22 

8.18 

18.91 

Medinipur 

18.81 

7 36 

9.81 

1.64 

81.19 

0.05 

14.62 

1.62 

13.01 

3.52 

20.19 

14.27 

28.55 

Bankura 

12.58 

7..75 

6 57 . 

2.66 

87 42 

0.21 

23.08 

7.23 

15.84 

4.36 

24.33 

10.18 

25.06 

Putuliya 

to 52 

4.1 

4.75 

2.07 

89,48 

2.27 

19 82 

2.35 

17.46 

1.92 

24.24 

14.94 

26.31 

Bardhaman 

966 

7.02 

5 64 

1 01 

90.74 

I5..57 

26.54 

1.79 

24.76 

2.95 

17.71 

8.63 

18.97 

Birbhum 

14 87 

481 

8.3 

1.76 

85.17 

0..54 

17.66 

2.58 

15.08 

3,42 

24.84 

10.47 

28.2 
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Economic and Mitkal 








in (he inele «npk>yment at die hout^iofd 
levd. On the other hand, employment in 
the non-household industry declti^ for all 
the groups. 


Districtwise Chance 
IN Employment STnocruRE 


The districtwisc proportions as well as 
the percentage change in the total rural 
employment i.s shown in Tables 23 and 24. 

Within the agricultural sector, W Dinajpur 
and Koch Bihar have the highest proportion 
ot the rural agricultural employment 
according to the 1981 Census. In the 1991 
Ccn.sus though, W Dinajpur experienced 
higher percentage within the districts. 
Puruliya stood second and the third district 
in terms of the proportions was Koch Bihar. 
In the rural non-agricultural sector, the 
proportion is higher in Howrah .'itcording 
to both the ccn.suscs. 

To bring out the changes clearly, we 
have worked out the percentage changes 
between the two census points (Table 24 l 
I n the total agricultural employment, all 
the districts witnessed a decline, where 
as in the non-agricultural sector. Howrah 
and Bardhaman witnessed a decline 
Within manufacturing. Howrah and 
Bankura showed a decline m the total 
rural employment. 

Similar to the above exercise, the pro¬ 
portion ot the urban worklorce lor the two 
census points is presented in Table 2*) 
In the agricultural sector, Medinipur. 
Murshidabad. and W Dinajput districts 
recorded high prccniages in the lUKl 
Census This order retnained the same in 
the 1991 Census also According to the 
1981 Census and 1991 Census, the role 
of manufacturing is higher in ilugli, 
Howrah and 24 Harganas. 

Coming to tiK pemceniage change in 
the urban employment (sec Tabic 26), 


'AlHcultura) secior as such decHm^ bnly 
thi a few distriGts, whereas the urban non- 
agricultural sector witnessed a decline in 


except Muiihidrtbad4uidI\iruliya.'Thistt)end 
is distuibing. 


Tabu 27: PercentaoeChangb in Rural Manufacivrinc 
Employment - West Bengal 


Percentage of Household Workers Percentage of Non-Household, Workers 
in Total Manufactunnn _ inTotal ManufactunnB 



Males 

Females 

Total 

Males 

Females 

Total 

Stale 

-7.72 

14 12 

3.70 

4.28 

-17..S0 

-2.37 

Koch Bihar 

-6 36 

-7 67 

-6 88 

3.37 

7,00 

4,24 

iaipaigun 

-37.4,S 

-37.20 

-34.24 

11 55 

35.36 

12.16 

Darjeeling 

-57 33 

-60 53 

-57.81 

14.91 

17,95 

15.38 

West Dinajpur 

-15.56 

-24 88 

-17 88 

9 83 

48.69 

1.5.71 

Maldah 

-15 20 

-49.94 

-33.92 

13.08 

40.11 

28 49 

Murshidabad 

38.35 

98 01 

73.28 

-.30.14 

-83.70 

-59.52 

Nadia 

9 02 

13.55 

1141 

-6.01 

-I2..38 

-7.96 

24 Parganas 

9 72 

25.38 

15.96 

-3.09 

-16.84 

-5.49 

Howrah 

-43 19 

-1 .50 

-36 05 

11.38 

1.86 

10.35 

Hooghly 

-25.77 

-16.45 

-22 31 

10,90 

25,27 

10.59 

Medintptir 

-18 13 

-0 04 

-8 78 

21 25 

0.19 

I2..58 

Bankura 

-27.0*) 

-13 00 

-21 18 

27 44 

45 19 

26 15 

Puruliya 

-19.14 

21 50 

-17.43 

15 46 

32 18 

15 79 

Barddh.iinan 

0 24 

4.55 

1 80 

-0 14 

6,66 

-1.21 

Birbhum 

16 02 

- to 98 

13 20 

19 09 

30 53 

17.91 
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Household Manufaelunng Non-Household Manufactunng 

Males 


Total 

Males 

Females 

, total 

Sl.ile 

11 97 

SI K7 

4 14 

1 II 

18 89 

-0.42 

Koch Hih.ii 

,* 69 

-21 7.3 

041 

-0 61 

10 01 

0 08 

taliuiguri 

-19 95 

4V V5 

-6 98 

2 98 

-20 93 

1 15 

l>.iriccliiig 

48 25 

-24 .32 

47 02 

7 75 

II 84 

8 72 

Wcsi Dinjipur 

-32 21 

42 19 

16 88 

7 07 

• 20 72 

4 It 

Maldali 

-.30 94 

29 91 

-19 30 

7 66 

-13 91 

5.00 

Murshidabad 

131 94 

221 45 

179 56 

-41 01 

-83 29 

-59 56 

Nadi.i 

22 31 

24 65 

24 IK 

-9 75 

16 78 

•11.26 

24 Paiganav 

-20 96 

23 5.3 

-13 30 

1 50 

-4 95 

1.00 

Calculla 

-68 55 

74 03 

68 31 

8 91 

I8 60 

4.19 

Howrah 

-19 15 

29 32 

15 95 

1 78 

-.5 19 

l.,52 

Hooghly 

-13 8.1 

■1 36 

29 77 

1 58 

0 19 

1.47 

Medinipur 

-44 38 

32 52 

-32 19 

8 12 

-1651 

6 26 

Bankura 

29 96 

17 89 

■26 3 3 

19 39 

34 20 

19 49 

Puruliya 

■ 46 25 

71 55 

-40 12 

II 33 

-20 47 

9.93 

Bardhaiiijii 

35 98 

34 05 

- 33 82 

3.44 

25 85 

.3 8 3 

Birbhum 

42 20 

-31 89 

-36IMI 

11.56 

26 13 

10 64 


Tabic 26 Pi ro.siaoi.C ii.vsni Propokiion- Wrsi Bi-ngai. Urban 



AGL 

CUL 

AG LAB LIVF 

NON-AG M Q 

MAN 

HUMAN 

NON HH 

CON.ST 

Tand C 

TAN and Cl) 

.SF.RV 

State 

21.21 

21..34 

24.05 

I.3..S7 

-1 2 

25 (Ml 

-15 74 

-12.25 

-16.1 

24 

14.41 

-5.56 

5.68 

Koch Bihar 

17,93 

9 83 

30.72 

11.98 

1 3 

-18.19 

-109 

-11.26 

-HI 83 

12 76 

11 58 

6.15 

-8.22 

Jalpaiguri 

-8.2 

-29 7.3 

0 95 

.56 56 

1 35 

171 57 

-8 49 

-14 87 

-7 44 

93.67 

3 38 

26,78 

1744 

Darjectmg 

29 64 

6.3.89 

109.52 

0 56 

-1 25 

399 34 

-.30.3 

-63.07 

-24.23 

3.14 

12 94 

-22..38 

12.49 

West Dinajpur 

20.20 

.V).83 

14.14 

3..56 

-3 74 

380.93 

-4,03 

-20 23 

-0.09 

27 67 

-541 

-6 91 

-3 41 

Maldah 

20.64 

-11.08 

I5.4J 

60 02 

-1 67 

13.96 

- 

-8 03 

19 66 

-8 93 

-1.75 

24 61 

-15 23 

Murshidabad 

-18.95 

-8.67 

-10.03 

-40.27 

3 55 

17.5.3 

15.3 

222 

53 37 

0 0! 

2,98 

9.77 

-14 35 

Nadia 

1271 

17.88 

11.98 

639 

-1 67 

105 93 

-4.2 

1896 

14.98 

3 13 

4T 

-5 92 

2.55 

24 Parganas 

23.76 

20.16 

27.18 

18 02 

-1 1 

110.22 

-15 72 

-26 93 

-14 SB 

29 16 

27.02 

10 83 

-1 82 

Calcutta 

-5 26 

-.39.52 

-i.62 

10.92 

0 05 

491 42 

-II 43 

-71.94 

-7 71 

26 25 

5.39 

-12 3 

10 61 

Howrah 

53,20 

57.79 

67.81 

8.9 

-1,86 

13 19 

-12.98 

-26.86 

-II W> 

28 07 , 

19 .39 

-9 48 

12.4 

Hooghly 

-5.74 

0.52 

-0.91 

-20.17 

0.33 

154 66 

-17 74 

-42 23 

16.54 

48 86 

26.92 

20 61 

12.61 

Medtmpw 

6.05 

14.36 

-2.28 

29.% 

-1 31 

-41 64 

-30 

-.52.53 

-25.61 

-13 81 

31 27 

-18 09 

16 92 

Bankura 

10.77 

-9.73 

10.37 

56,97 

-1 .38 

388.-56 

-18.54 

-39 98 

-2.66 

16 89 

20.12 

-4.31 

-1.63 

Puniliya 

-7..« 

8.38 

-12.23 

-20,96 

0.95 

844 71 

7,11 

-.35 87 

17 74 

-24 27 

25 54 

-40 85 

15.34 

Bardhaman 

.37.89 

30.02 

40.19 

5t‘,33 

-2.85 

3.24 

-26.35 

-51.25 

-23 53 

22.98 

29.85 

1 04 

9 49 

HiiMwm 

-4.46 

0.98 

■>14.64 

63,66 

0.82 

295.53 

-4.24 

-.38.72 

5.95 

51,02 

15 09 

-12 86 

-5,99 
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DisTRirrwiSli Shut in Manufacturino 
Employmknt: Rural anij Urban 

Except Murshtdabitd, Nadia, 24 Parganas 
(south and north) and Bardhaman all 
districts witnessed an increase in the 
household male worklorcc. The same is 
the case with female employment also. 
The only exception i.s in the districl.s of 
Murshidabad, Nadia and 24 Parganas 
(north and south). Coming to the non- 
household manufacturing, the districts 
mentioned above witnessed a decline in 
male manufacturing workforce and in 
the case of female employment, Murshi- 
dahad. Nadia and 24 Parganas mentioned 
above showed a decline Thus, esaclly 
opposite growth patterns are v(Sible 
between these districts and the rest ol the 
districts in the nuinulacturing employ¬ 
ment at this level of disaggregation. 

Coming to the urban manufacturing 
employment, though the total worklorcc 
recorded an increase in the household 
manufacturing at the slate level, ihis w,is 
mainly due to the high percentage change 
in the Murshidabad district, the 
percentage increase was I7‘)56 All other 
states experienced a negative growth in 
the share ol household nianul.iciurmg 
employment. In the l asc ol the share ol 
Ihe non-hoiischold maiiulaeturirig. all 
the districis, except Murshulabad .ind 
Nadia witnessed a positive growth Thus, 


the increase in the non-household 
manufacturing is a healthy trend in West 
Bengal. Within the manufacturing sector, 
the shift IS a healthy one. 

IV 

Conclusion 

The prc.scnl analysis of the two slates 
at the onc-digit level give.s different types 
of pictures compared to the all India 
level Therefore, state-specific studies 
in this dircclion arc needed. Most of Ihe 
observations made in this analysis, since 
they arc lesirieted to the onc-digit 
category, may not give as clear a picture 
il one looks ai a more disaggregated 
level At the same time some interesting 
observations at ihe broader level arc 
vi.sihic Ironi Ihis analysis 

Al Ihe all India level, the secondary 
sector absorbed less workers compared 
lo the primary and tertiary sectors, where 
as in the urban areas, this absorption is 
equal to ihai ol population growth. Al 
ihe one-digit all India category, the 
agrieuliural sector did show a decline in 
ihc rural areas, where as the change was 
positive in Ihe urban areas The Karnataka 
piclurc IS very much similar lo ihc all 
India siluation at the hraodcr level, 
whereas the West Bengal siiaution is 
cniirely dillererit. This is true in the ca.se 
ol urban areas .ilso 



1 The facturB which led to such a shift is a 
matter of debate. For details see 
Krishnamurthy (1984). and Deshpande and 
Deshpande(1985). 

2 The migration (for rural and urban) aspect 
is not taken into account. 
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nii Yesterday and Ibmorrow 

Amrik Singh 


That the IfTs have a unique place in the Indian higher education system does not have to be enlarged upon. What 
needs to be done, however, is to encourage and enable them to break their isolation from the rest of the university system 
and become active partners in the whole educati/mal endeavour. This does not mean that they have to be like the other 
universities, but surely there has to be greater interaction between the technical sector and the mainstream sector. Being 
the strongest unit in the technical sector, the UTs have a special obligation in this respect and it is time they started 
thinking about it. 


I 

IT was the N R Sarkar Committee report in 
1946 on the post-war prospects for technical 
education that led to the founding of an 
innovative technological institute at 
Kharagpur. Some years later, it was raised 
to the level of an institute of technology 
(IIT). Within a few years, four others were 
established on the same pattern. 

This coincided with Nehru's vision of a 
future India in which .science and technology 
would play a considerable role in develop¬ 
ment. From the day they were established, 
it was visualised that lhc.se institutes would 
compare with the best of their kind m the 
world. That the model taken was MIT at 
Boston did not inhibit other leading countries 
of the world from getting involved in their 
planning and establishment. These included 
the US, the U.SSR. West Germany and 
Bntain. Each one contributed a great deal 
to their establishment and provided technical 
equipment and faculty in the initial stages. 
In course of time, each IIT established an 
independent personality of its own 

Though the US helped directly only with 
the IIT at Kanpur the Amencan influence 
became all-pcrvasivc lor one obvious reason. 
Most of the Indian faculty - and alter a 
decade or so all were Indian - had been 
educated mainly at American universities. 
Even when the Russian or the Gcnnan 
influence was strung as it was in Bombay 
and Madras, respectively, a considerable 
proportion of the faculty had been educated 
at American universities. No less relevant 
was the fact that they were model led on 
MIT. In consequence, what was happening 
at American universities strongly influenced 
what was done at the ilTs. 

In course of time, more and more IIT 
students began to go to the US for further 
study; mote important than that, a substantial 
number of them stayed on. Various surveys 
have been carried out, and over the years, 
the general trend was that about 30 per cent 
ofttem settled down in other countries. This 
was the average- for certain IITsffor instance, 
Kanpur and Bombay) the percentage was 
somewhat higher. That apart, in certain areas 
- computers, electronics, for example - the 
proportion was much higher whereas in areas 
such as civil engineering it was much lower. 
This factor further streng-thened the 
American influence on the IIT system. ^ 
How did the IITs perform over the yeaii? 
This question was grxte into by a review 
committee which reported in 1986. As is 
usually the case, not inuch was done in 


pursuance of what this committee 
recommended. What the committee 
recommended was bland enough - indeed, 
no full-throated attempt had been made to 
grapple with the basic situation. 

The structure of Indian industry had 
evolved in a particular way over the decades. 
Without a change of otlook and priorities 
there, it was not possible either to initiate 
or to sustain the change of emphasis. Two 
examples given below illustrate this. For 
instance, the review committee made the 
following lime penment observations in 
regard to ihe working of the IITs: 

(1) The undergraduate programmes have 
tended to become stereotyped although 
when the IITs were started, the programmes 
were very flexible. The way practicals are 
Londu-cied is another source of dis- 
ap|K>intnK'nt. 

(2) The total re.search output of UTs and the 
quality of re.search earned out have not 
reached the levels expected of them. 

(3) Over the la.st few years the emphasis on 
experimentul research has dwindled. There 
IS a tendency to avoid experimental work. 

(4) Though the.se arc institutesof techno-logy, 
there are relatively few doctorates in 
technology. PhDs arc awarded equally in 
.scicncc-bascd andcngineenng-bnscd subjects 
but lew have earned doctorates in technology. 

(5) Their contacts with industry are few and 
far between. There is no substantial 
technological fallout from the projects 
undertaken by the IITs or from Ihe results 
of their re.search. 

|6) The IIT laculty have an ambivalent 
attitude towards the application of science 
and technology in rural areas. 

(7) The cream of IIT graduates arc not 
available for service in Ihe country. 

(8) Not many IITians have become 
entrepreneurs and Job generators. 

(9) The IIT values system docs not motivate 
the students to be committed to work in the 
country which has invested so much in their 
training. 

Not much has been done to correct these 
problems. This was partly due to the 
priorities of Indian industry as stated above, 
and partly to the leadership role that the 
educational bureaucracy was expected to 
play. The bureaucracy is hardly Ihe 
appropriate instrument for change, and yet 
in the prevalent system it is about the only 
instrument that Ihe country has. Nothing 
could illustrate this more than the following 
observation in the programme of action 
which was adopted by the central advisory 
board of education in early 1992; 


In the present situation of global inter¬ 
dependence. interaction of insuiutions in 
one country with institutions and academics 
in another country has become inevitable 
and in most cases desirable. One should not 
get alarmed with the fear of the so-called 
brain-drain... (those who go abroad) could, 
in a way, be treated as a brain bank. 

This was stated with reference to the 
menace of brain drain which had showed no 
signs of abatement. The 1986 review 
committee chose to play down the loss of 
talent to India when some of the best brains 
in the country decided to settle down abroad, 
the 'real brain drain', as put by S PSukhatme 
in a book with that title. This concept of a 
brain bank (a piece of empty rhetoric), which 
w as popularised by Rajiv Gandhi during his 
icgimc, found itscchointhis 1991 document. 

Even though the economic policy was 
changed in the middle of 1991. its impact 
on the thinking of policy-makers was 
minimal, so much so that even when they 
worked out the draft of the revi.sed policy 
in the later part of that year, their idiom was 
in no way diifcrent from what it was in 
earlier years. 

Suhsequeni to changes in the economic 
sphere, the impact of the market has begun 
to influence cenain trends. Brain dram, for 
instance, is still a problem, but it is not as 
acute as it u.scd to be. For one thing, the US 
during recent years became less receptive to 
those coming from outside. For another, 
with the liberalisation of the economy, there 
is much greater awareness of the fact that, 
sooner or later, Indian industry would have 
to .stand on its own feet and learn to compete 
in the international market. 

In this connection, oneimpoilant fact needs 
to be noted. While there are no firm data in 
regard to the pattern of employment from 
those who pass out from the IITs, the general 
trend may Ik described as follows. Something 
like 30 per cent of students migrated to other 
countries, another 15 per cent went into 
industry on their own, a somewhat larger 
proportion wasemployed by industry, a small 
proportion (not even 5 percent in each case) 
opted to go into teaching, the civil services, 
etc, and a substantial number, something 
like 25 to 30 per cent, opted for a career in 
business management. In fact, an IIT degree 
became the passport for entry into a business 
career. Over the years, this trend has become 
pronounced. 

Tl'crc arc numerous .stories of how some 
entrirpnsing IIT graduates chose to go into 
industry on their own. Most ot them have 
done well for themselves. In early 1995, 



some of them got together and organised 
an exhibition at IIT Delhi to demonstrate 
what they had achieved. Similar exhibitions 
are likely to be organised at the other lITs. 
The more telling part of their contribution 
is. however, another dimension of their 
activity. In their outlook and activity, they 
wish to struggle on their own rather than 
collaborate with those who come from 
outside. In plain words, they go in for 
collahorntion only as the last way out. Their 
first preference is to innovate and to 
experiment What proportion of Indian 
industry is controlled by IIT graduates ts 
anyone’s guess. The best informed estimate 
is that It IS in the neighbourhood ol IS to 
20 per cent. 

Going further, one can say that in adccade 
from today, it is their contribution which is 
going to be far more decisive than the 
contnbution of established industrialists who, 
following the post-1947 tradition, believe in 
wholesale import of foreign technology. They 
.still wish tc e-'niinuc with the earlier mode 
of working. Tb' IIT graduates think 
differently. They feel that they have the 
capacity and the init iati ve to be able to venture 
out on their own. Quite a few of them have 
succeeded to a remarkable extent, and this 
is what is providing an incentive to others. 
One can look forward to a much greater 
contribution by this section of IIT graduates 
to India . mdu.siry in the years to come, lor 
in terms of initiative and enterprise it is the 
llT-trained graduates who could make the 
most meaningful contribution. 

In addition to IIT graduates, this sector 
contains a certain proportion of graduates 
from the regional engineering colleges and 
even some of the other engineering colleges. 
So much depends upon the quality of 
enterprise that they bring to bear on what 
they undertake to do. In a sense, therefore, 
the future lies with them and not with those 
who have been importing foreign technology 
more or less uncritically and who are even 
now accustomed to that mode of working, 
if some of these industrialists also begin to 
show a spirit of adventure and enterprise, 
within the first decade of the 21st century 
Indian industry could be more than half 
independent ol foreign technology. Should 
that come to pass, it would be a considerable 
achievement. 

II 

It was against this background that in 
September 1991 a re.search project was 
sanctioned by the departmcniof science and 
technology to the deapartmcnl of electrical 
engineering. IIT, Kanpur. The review 
committee ol 1986 had said that it the 
recommendations made by it are acted upon, 
“changes will be clear and visible in five 
years’ time”. Since most of the recom¬ 
mendations were supposed to have been 
accepted by the government, it was argued 
that It was lime to review the outcome. 

In pursuanceof this, a project entitled ‘The 
Role and Impact of Teaching Curricula in 
Meeting National Needs. A Case Study of 
the IITs’ was launched. The principal 
I n vest igator was N C Mathur who completed 
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the report about the time he joined the VCC- 
as Its vice-chairman. The report has been 
.submitted to the department of science and 
technology and is in circulation. Hiough not 
printed yet, it is important enough to be taken 
note of. for two reasons; first, the IITs are 
important in any case, and second, this 
exercise throws a certain amount of light on 
the way policy reviews are done and 
implemented. As already hinted, if there has 
been a slight change in the situation, this is 
largely b^ausc the industrial climate has 
undergone a change and not because the 
bureaucratic apparatus - the policy-makers, 
the IIT directors, and so on - have given it 
the requisite push. Even in the years tocomc, 
the impetus will come largely from outside. 
At the same time it must he said to the credit 
of the Mathur report that it has put a certain 
amount of responsibility upon academics 
even within the IITs. This is generally not 
done: the entire responsibility is put upon 
the government which, in turn, is a recipe 
for not doing anything. 

Howdid the principal investigator go about 
the job? Even though the IITs account for 
less than 2 per cent of the total number of 
engineering graduates at the degree level 
produced in the country, they occupy aunique 
position insofar as the lITscxert tremendous 
influence on the whole spectrum of technical 
education as also the entire range of the 
industrial sector, in terms of methodology, 
it was decided to obtain the views and 
opinions of (a) the alumni of the IITs, (b) 
the employers of IIT graduates (both in 
government and industry), and (c) the IIT 
faculty. Each of the three categories was 
approached through a questionnaire. The 
respon.se was not particularly encouraging 
from the alumni - only 2 per cent of all 
the IIT B Tech graduates responded. Of the 
government organisations, 4.1.7 per cent 
responded. CSIR laboratories and DRDO 
laboratories also responded at the rale of 25 
and II.I per cent, respectively. Private 
industry responded only to the extent of 14.8 
per cent. The most disappointing, however, 
was the respon.se of the IIT faculty. In 
Kharagpur, only 14.4 per cent responded 
whereas in Madras, Delhi and Kanpur the 
rate of response was 20.2. 2.9 and 2.2 per 
cent, respectively. In addition, a few 
interviews with some of the leading players 
in the field of technical education were 
conducted. 

What emerges from these surveys is 
interesting. One question asked if the 
respondent would subscribe to the view that 
the job of the IITs was to produce students 
comparable to the best institutes in the world. 
16.9 per cent of the alumni agreed with that 
and so did 13.7 per cent of the faculty; 30.8 
per cent of the faculty disagreed and indeed 
26.8 per cent strongly disagreed. When it 
came to the faculty. 41.1 per cent strongly 
and 25.9 per cent strongly disagreed. Tois 
IS instructive. There is considerable 
dissatisfaction with what the IITs are doing 
but there is no comprehensive perception 
of what needs to be done. Without going 
into the details of some of the other sub.sidiary 
que.stions. the basic issues facing the IITs 
need to be brought into the open. 


During their esttdtiishment, the one thing 
emphasised repeatedly was that the IITs 
should be comparable to the best in the 
world. That was a laudable objective and 
every eHiort was made to live up to this ideal. 
In terms of resources, equipment, faculty 
and so on, there was nothing lacking. Each 
one of the IITs was built according to a 
specific design and given the very best that 
the country could afford. In fact, cost was 
no consideration. Even the choice of the first 
director in each IIT was almost impeccable. 
One or two of them did have some 
idiosyncrocies, but for the most pa{t they 
provided strong and innovative leadership. 
Not only that, admission to thcIITs was such 
that only the best talent in the country could 
get entry into them. Within a few years of 
their establishment, it became the ambition 
of almost every bright student who opted for 
engineering to join one of the IITs. Ail other 
institutes were below them in terms of 
facilities and prestige. 

Within a dcade of their establishment 
they came to be seen as more or less 
comparable to the best engineering institutes 
in the world. This was recognised not only 
within India but almost eycrywhere. When 
the first graduates came out. quite a few of 
them went across the Atlantic and sought 
admission to various American institutes. 
Because of their basic equipment and the 
kind of training that they had had, they were 
lapped up by American uni versities. As soon 
as they passed out they were offered jpbs 
in universities and industry. Consequently, 
most of them started staying on. 

Those who came back found that they 
were, relatively speaking, un.suitable for 
Indian industry for the simple reason that it 
was running with more or less obsolete 
equipment and at a level of technical comp¬ 
etence which existed before second world 
war or hardly later than that. Even in cases 
where up-to-date equipment had been 
procured, the only job for an engineer was 
to keep it running. It was a maintenance job 
that they had to perform whereas they had 
been trained for more advanced work 
including design. Design work was being 
done in other countries; even the machinery 
was being fabricated not in India but else¬ 
where. It was imported into India and installed 
and that also not in many places. Altogether 
it was a bleak and dispiriting situation. 

Still, quite a few came back and struggled 
on their own. Those who were self-willed 
or did not bother much about famly ties and 
such other considerations suyed on, maiidy 
in the US. In any case, everything was 
favourable there and only a few things were 
favourable here. 

What was at the root of this? In order to 
remain abreast of the latest ift the field of 
technology, the IITs devised their syllidd at 
such a level of sophistication that they should 
not lag behind leading American Institutes 
like MIT. In plain words, what i| meant was 
that the kind of technology with which they 
Were accpiainted was of the American brend 
and level of sophisticatkm rather than what 
wasobiainaMe inindfa. Mostlm^aninditstiy 


Economic and 




openitccl,'»tlIrMdy. 

p^iecond wortd ww lechmtogy wfmen, 
M teast tn the US, tfiinga had gone much 
hcyondthat. Thus the gapbetween American 
technoii^y and Indian tccbmdogy became 
wider with every day that passed. 

ir the lITs had kept in mind the 
rec|uiremcnis of Indian in^stry. they would 
have been more relevant to the Indian 
situation. Rut then their training would not 
have been comparable with the best in the 
world. That ideal became the overriding 
objective and the IITs did not hcsit.itc at any 
stage in regard to the choices that they were 
making. Th^ wanted to operate at ilic cutting 
edge of technology and that meant American 
technology. A large number of teachers had 
been trained thcic. They went there every 
year or two and renewed their contacts and 
caught up with the latest in their fields of 
specialisation The sum loial of it, however, 
was that IIT-iraincd engineers became 
immensely cmptoyahic in ihc U.S wtuTcas 
they became more and more unemployable 
in India. 

Ttie c,samplc of a colleague of mine 
tlltisiraies this point H.iving done his M.Se 
in chemisiry, he went lo ihc U.S under ihe 
ptiM-war scholarship scheme in 1946 He 
received iramitig in distilling lor 20 iruinihs. 
When Ik* came hack allei the pariilum. lie 
found that except for one laciory. alt others 
were operating on Ihe kind of technology 
ihai had been dcveto|icd hciwecn the iwo 
world wars. Alter a few months of inee.ssant/ 
cflortH he got a job in a beer plant which 
ope.aicd on the kind of technology with 
which he was familiar. Owing to vanous 
reasons, typical of our style of working, he 
could not survive beyond a few weeks and 
ended up coming hack to teaching. What his 
expencncc showi'd was that he was trained 
for a kind ol leciinology which was not 
being pul to use in India. What was in use 
was something that he had not learned or 
mastered. In other words, he was 
unemployable in India and. not finding a 
luiiirc tor himsell in Ihe distilling imhutry. 
lie elected to teach. 

This process was repeated over and over 
again hundreds and thousands of times and 
inavariciyofwaysandsituations. Meanwhile 
immigration taws had been liberalised in the 
US and more and moR liT gnKluaics began 
lo prefer to scllie down (here. There were 
othm who did not go abroad or chose lo 
come back. Meanwhile a large mimber of 
in* graduates discovered that to doadegree 
in huiness managetnem after a depee from 
IIT wasagood combination. Thereforemore 
.md more Ofxed for that career. 

Beginning with the t980s. some oi'ihcm 
started going into civil services - that also 
became an aitnaivc proposition. But one 
tiring that not many of them did was to go 
into industry, because industry was working 
in such a manner that quite a few ef them 
found themseivei misfits. If they were 
prepared lo ndjusi. they could adapt 
ihemseives to the npquiremenis of that fevci 
of lechndlan with which they were not, 
acquainted, Given the litualioA with which; 
t|N 7 faced, th^ came to temu urith whatever 
Mtas avwlaMe, 


This wastbe broad situatton when the fIT 
review commitieerepoifed in 1986.Nothing 
much was done even after the report was 
submitted though, inprtnciple, atage number 
of recommendations were aa-epted. ft is 
only with the economic changes initiated in 
the middle of 1991 that things bepn to 
change. This has not bad as much impact 
on the IITs as it ought to have had. The 
Mathur committee, nhowever, is a contri¬ 
bution inwards .such a possible change ami 
It needs to be looked at somewhat more 
carefully Irom that piunt of view. 

IV 

F.vcn though the objective situation has 
changed somewhat, whai happens within the 
NTs is a matter ol considerable significam'c. 
As already staled, even if the IfTs wanted 
lo rc-oneni their t urricula they were caught 
in a bind i'hey could not be like the otfier 
engineering colleges for that would have 
meant u marked deviation from the MIT 
mcxici that they had adopted for themselves. 
And if they followed that miKicl. what they 
succeeded in doing was lo prepare 
professionals fur the American market and 
not for the Indian market. 

Poriunatcly,now the character of the Indi.an 
market is changing. There i.s not only Ihc 
desire hut also the compulsion to compete 
m the inicrnalional market. This in turn 
would mean that Indian industry ha.s to be 
up-to-date as far as technology is concerned. 
In order to be up-to-date there are i wochoices. 
OncisiocntcriniocoHabonUion with foreign 
industry and import their technology. This 
is the pattern that was followed during the 
la.st five decades. The snag in this mode of 
functioning is that it is not the latest 
technology which is made available. In.sicad. 
it IS Ihc technology which has been discarded 
that IS exponed. In other words, the latest 
technology is ircatc'd as the preserve of ihose 
who invented it. Tliis is what gives them an 
edge over mtier competitors even within 
their own ciaintry. 

This is thcpniieni ofdcvciupmcni iit those 
countries. In the international context, this 
priKcss IS to be seen in the compclitiun that 
is .so very evident in countries such as 
Germany .iml Japan vis-u-m the U.S. These 
two coumrics did not depend upon what was 
being done in the US. R.riher ilKy developed 
their own R ami D ami made every possible 
attempt to steal an ud v antage o ver i he oihc rs 
'Iliis explains, for example, hivw Japan was 
able to overt^ the US in the manufaetiirc 
of cars, cicciroiric goods andmhurinmiv iaions 
such as arttflcial imclligenec, roNiis. etc. 

This brings us lo the second atternative 
which IS available in us in India. Unless we 
can adopt this alicmative, what we have will 
always he sec«md-hand and dcnvirtivc. By 
Ihc lime wc ctuch up with an advanced 
country it would have gone ahead, in other 
words, we would be always one step behind 
- if mH more. Properly spring, no cminiry 
has ever been able to progress unless it has 
become sdf-refiant in R and D. 

R should not he necessary to tpiuic data 
in regard lo how sckntiftc research has been 
protnatod and nunuriKl in indta during ilic 


ia.si couple of decuAu ainif vrith what roiiht. 
The plain fact hi that the Iniiiative in sciemifle 
research was token Mainly by the science 
laboratories with ftfflding provided by the 
government. Before tong. Ihe whole Ihiitg 
got bureaucratised ami iw result is that mn 
much has been accomplished on that plane. 
A number of people fiave argued o^ver the 
years that government control of scientific 
research is not going to give us that edge 
over others which we aspire to achieve. 
Scientific rc.search has lo be de- 
bureaucratised and R and D placed by and 
large in Ihc hands of private imJust'y, which 
is moti vuted by Ihe desire to overtake others. 

When wc come to think of it. Ihe 
government got into Ihe business ot scientific 
research because at one stage there was no 
industry worth Ihe name which cmild have 
sponsored research. Now that induiury is 
likely to grow in sire and range and resources, 
the changeover should tirice place. Some 
evideme of it is already to be seen. 

What we have to do is to give further 
impetus to this priKcss ami make it pick up 
momentum so I hat it can compete wi t h others 
for better resources, both human and 
t'lnanciai. This will take lime. The next couple 
of decades arc crucial from (hat point of 
view. The decisions that arc being taken 
iixlay would shape the way things vv ill haf^icn 
alter some decades. Unfortumilcly. there is 
not uicqualc awurencs.s of the issue's or (be 
stakes involved. That is why it is all Ihc more 
necessary that awareness should he spread. 
mu only amongst those concerned but also 
among the gcncr.il public. 

Whoever else is aware, the degree of 
awareness ih.ii • riuains in Ihe iini versity world, 
including the IIT.s. is not extensive enough, 
That is a cause for anxiety. Quite 
appropriately, this is one area lo which the 
Maihurconimillec hasgiven \onK* attention. 

V 

When science i.iboraiorics were 
estahhslicd. they drew upon the universities 
lor their manpower I'hcrc was nothing 
unusual .iboul this: this is how it happens 
in every case. Hut two things happened 
Nimuliancousty to deplete liic human 
resources of universities. One was the 
migration of talent to these laboratories, and 
the other was the migralioH of i.iicnt to lUher 
countries, notably the U,9. This double 
depletion ol talent impoverished the 
universities to such an extent that lor ihc past 
few years, universities have mu been able 
lo priMiuce men and women if the right 
calibre in adequate numK'rs. Even the m-^s 
of the research laboratories arc not being met 
as they ilcscrvc to be. .Simultaneously, with 
the growth in (he number ol colleges and 
universities, resources lor Ihe latter in 
p.irticular became more and more diflicutl 
to come by. This process has been at work 
for several decmkis and the results are there 
for everyone to .see. 

Aruuiid one-third ot Ihc rc.smirccs tuai the 
UGC gets, tor example, arc gi ven to colleges 
Ibrthcirdcvciopmcnt.Stncilyspaiking.cvcn 
these .are inadequate. But as long as the 
centre has an obligation towards thccollcgcs. . 



ihisi.s noi only ncccssai^ butalso imperative. 
Another factor aNo started working and a 
referente must he made to that also. Owing 
to the gre.iter visibility and inobili.sing 
capacity ol ilioso engaged in scientific 
re.search. liiin.ling lor that .irea of activity 
went lip maikediv liilhe I'JKOs. lor example, 
while (he I CiC oiiilay went up by around 
.50 pci I’eni the oiiilav on seicntilic research 
went up by Slid per leiil. 'riiesc details are 
veiy Will known and do not have to be 
enl.iieed upon 

Wlu re do the HTs In into ihis p.iiiern? 
I’ropeiK spe.iking. the Ills should have 
pl.ived a pioneeime lolc as (ar .is new 
technology is conceinecl. They laded to ilo 
so lor reasons that do not ha\ e lo oe repealed. 
Inthe bargain, however, they dam.igedihem- 
sclvcs a good deal. The Matliui eoinmniee 
has ihc lollowing things to say in this regaid 

(1) Tile loiiipoiieius ot the undeigiaduale 
progr.iinme which eontiibiiieloihostiidenl's 
awareness ol the Indian industrial scene, 
namely..summcrtraining and iiulusiiial tours, 
should be oig.uiised with much gie.iier care 
and elforl. Persons Irom industry should be 
invited to give lectures m the courses as well 
as extra-mural lectures 

(2) The IIT faculty should consciously 
improve Ihcii involvement in the indiisiiial 
scene. This can be done ai several levels 
There is need lo modify some ol the rcw.ird 
and iiieeniive .sysicms so ihal I.kuIiv will 
Icel heller rewarded lor industiial inier- 
action. Reeruiiment should also i.ike iliis 
into account. 

(3) There is a need lo develop coniaet with 
the alumni on a much l.irger scale than whai 
cxi.sis at prcsenl This will comribiiie lo ihe 
rituneial re.souree posiiion .md also le.id to 
greater induslnal inietaeiioii 

(4) Thcrcisaneedtoincre.isclhcav.ulahilny 
of Indian uiilhoied lexl and relereiice hooks 
tor every subjeel. this should be i.iken up 
asamissiori with proper pi.iiinmg. iiweniives 
aiivl financial gams T his will go a long way 
in generating conitdeiicc in the siudenis m 
Ihe ealibie ol the l.ivully .ind .iKo piovide 
an Tiulian perspeiiive' lo the le.iilimg ol 
engineering 

(.5 iSindenlevalnalionol courses and le.wliets 
IS a well-recogmscil procedure which .ill 
well known nniveisiiies m ilic woild use lot 
improving iheir ediic.iiion siaiul.uds .i\ well 
for rc''v.ndAHmishmcni ol the l.icully Tins 
sysiem has nol evolved projicrly in llie Il l's 
although some torm ol stiideni evalii.iiion 
IS done m some ol me IITs in iii. ny 
depart menis. There i' need lo develop ,i well 
ihougliloni svsiein in this reg.ird 
As should be clear, ihe Mailinrcomniiiiee 
Is seriously concerned aboiil the lack o| 
piTforin.inceol ihellT's, Among oilier ilniigs, 

11 h.is i|nolc‘d one dtsiinhiiig l.ici liom die 
lUSd leview coinmillee report. Most ol ihe 
I'liDs .ivv.irtled by ilie NTs are nol m the aiea 
ol Icvhnology bill in the basic sciences .md 
related ,ireas The IITs cvere established 
ni.niilv lo promote the appheaiioiii'l science 
lo icch'iology. II that aspect is ovcilooked. 
the HT m.iiul.iie c.mnol be s.nd to h.ive been 
fnllilled 

lniliiseoiii\eelion.onespc‘eilie point needs 
to be uiiderlined. The ideal bclore ihe IITs 


wa.s to produce what was called an engineer* 
scientist as against an engineer-manager 
whicii most other engineering crillegcs did. 
In more .spccifie term.s. what it means is that 
IIT graduates have to have considerable 
grounding in the basic .sciences. The 
iradilional p.iilern in most other engineering 
colleges IS to prepare engineer-managers. 
They arc trained as engineers but they also 
work as managers. This is nol so in every 
case but Ihal is what generally happens. As 
.ig.itnsi that, the IIT graduates arc so well 
irained in the basic .sciences that they lorm 
•in iinporiani compoiieni of their training, in 
IIT Hombay. lor example, ba.sie sciences 
icccive .30 per cent ol the aticniion and 
engineering science 2.5 per tent: 30 percent 
■iiication IS given to profcs.sioiial courses. 
AliogcMhcr, iheieforc, il comes lo K.5 per 
cent, the balance being given loihe humaniiies 
and die social sciences. 

Clearly, those trained by Ihc IITs were nol 
meant lo be narrow siveeialisis bill men and 
women vvho were trained in a wide range 
ol knowledge .md who possessed consider¬ 
able depih 111 die basic seienees and engi¬ 
neering science. These proportions are nol 
observed mall IITs.md ihereareeonsider.ible 
v.iriaiions. run the broad paiiern is .ibont the 
same In Kh.iiagptir. lor example, piofes- 
sional courses leecivc .50 pci cent ol die 
.itieniion andluimaniiiesaiid social sciences, 
only H I per cent. It is lor die speeialisis to 
opine whelher in ihiscase llieie has nol been 
a serious deviaiion fiom the basic norm On 
the lace ol it. il ap|Kars ih.il th.it is so 
il may not be out ol pl.iee lo meniton Ihe 
proportions ji .\flT 21 per cent for 
iuimaniliesaiKlsoci.il sciences. 2.5.4 pei ceiil 
lor basic sciences, 20 5 per cent loi 
engineering sciences ,ind ,t2.l per ecni lor 
prolessional courses The A ICI'Ii/1 iCJC hav e 
alsos.ml soincllimg 111 this regaicl hut wnhoiil 
being very speedie They have allocated 20- 
23 per cent to basic seienees whereas 
engineeiing sciences and professional 
courses li.ivc heen ehibbed logeiher w'llhin 
.1 r.inge ol 67 lo 72 per ccni Wh.ilever be 
Ihc cleiails.ihelaci iemamsdi.il dieMT's were 
innovaiive.mdbla/edanewir.nlinlechinc'.il 
ediic.iiion 

VI 

\3idion: going into any lintliei del.nls. 
vv (Ml needs lo tv disc nssed ( c w h.il the Maihni 
coniimiicT has lo say in legard to some ol 
d ose issues Keg.irding one >il them, die 
M.iihurcommiilee issliongl) ciitical. What 
•s c.illcd suMiniei irainiiig and indusiri.il lours 
.ire nol given die kind ol aiieniion ihal they 
oiighi lo be eiven T'heie is no niiiform or 
s.iiisfaeiorv melhod lor pi.iemg siudenis for 
summer naming, nor is there any sysieni ol 
moinloriiig Ihc Iraimng ot studenis Qnile .i 
number ol students lake summer ii.iiiiing in 
the IIT iiscll, w hen they chixise logel ailaehcd 
lo v.iiioiis sponsored proiects There is lUtIc 
co-ordm.ition between various deparimeiits 
.md the sUidcni phiecmcnt olTiec which, 
lormally speaking, has lo he in ihc picture. 

While ibis IS disquieting enough, the 
loltowmg set ()l llgurcs hu.s something to say 
and jiceds to be gone into more inten.sivcly. 


TaBI.C; EnHOCMBNI in SUMMtR Thainino, 
iNDi'.sTiiiAi. Totms, B Tech PnoHri 

Iptnenuigf} 


lusliiulc 

Summer 

Training 

Industriiil 

Tour 

Biceh 

Prujeci 

IITHombay 

98..t 

.'. ,3 8 

43.8 

llTDcIlii 

94 2 

69,1 

.30 8 

IIT Kanpur 

39.4 

76 8 

45.4 

IIT Kharagpur 

6.3.6 

43.4 

II r M.idras 

2.5 2 

51.2 

40 0 

Overall 

76 7 

70.3 

40 1 


Why is there .so much variaiion m ibis 
mode of training'* While it is eorrecPIhat 
every IIT is free lo fiame its own syll.ihus. 
ihcrc has lo be a set ol eeiiain minimum 
norni.s whic h c an be ignored only .ii the cost 
ot quality Thai ihellT.MacIr.isshoiilddivergc 
Irom (he others so radically in this icg.ird 
is a mailer of concern. Now ilut this issue 
has eomc inio the open, hopefully the 
projioriions would be set right. 

There is a more basic qiiesiioii v.TiicTi 
needs lo be raised and answered. Who is 
rcsiVinsible li'r co-ordination * Is il only the 
IIT council Ol can some other agency be 
Ihoughi ol* Ihe IIT council coiwiMs ol ihc 
directors ol the live IITs. ami then meeting 
IS pre.stded ovci by the union educ.iiion 
minister. Till recently Ihe AlCTEdid not 
have a siauiiory slaius and its role was 
hardly significaiii. Now that il is a st.ituiory 
body II has lo be given a ecilain role. 
Whai that would be is |)crh.ips yci to be 
woi ked Old and nccti not pose such a problem. 
The real problem is in rcgaid lo aeademic 
eo-ordinalion. Thai every IIT should have 
Ihe independence lo decide ils own 
eurrieiilum is c'l'rrecl in principle, bill surely 
ihcre has lo K- some inceh.mism wheicby 
two things can be ensured. One relates lo 
eoinplianee wiih a certain set ol minimum 
norms, .ind ilie second relaies to how the IITs 
eo-ordin.iie wiih one another on the academic 
plane 

In Older lo fulfil both ilicsc objectives, it 
IS impoiiaiit Ihal, in addilioii to Ihc job of 
co-imimalion done by ihc various dircctor.s, 
iheie sluuild he.i p.irallel mechanism whereby 
.ic.idemtc co-oidinalion can take place. 
Smelly speaking, each dirccior represents 
his own IIT in respect both ot aciminisirativc 
jiicl .ic.ideniic in.iiters. In praclice. however. 
Il IS only ihe administrative matters which 
come up lor consideration .ind Ihc academic 
m.iiicrs do not receive .idcquaie attcniiim. 
This lacuna needs lo be taken care ot . 

Whai it e.ich IIT senate were to nominate 
lour or live members lo this hmly whtch 
would do academic co-ordination'.’ The 
dircciors may mmiiiiateone out of ihcmscivcs 
lo preside over .such meetings for a pcTiod 
ol. say .two years. 11ie secrciarial work shtiuld 
he done by thcofriecorthechan'man though 
there could akso he a vice-chairman elected 
I rom amongst the members. Perhaps a tenure 
of two years for this body would ne in order. 
This body should do two things. One is to 
lay down Ihe norms below which no IIT 
should fall. There shiHitd be a range wHhiti 
which they can operate. They need not adopt 
a bureaucratic approach; instead some kind 






of ftex^lity tiiouM be built Into the system. 
Second, it is important that such norms be 
evolved and adlwred to and monitored by 
and liu:ge. 

The job of this extended senate co¬ 
ordination committee, if one may u.sc this 
nomenclature, should be to take note of what 
is being done, consider some of the 
innovations being introduced and make 
relevant recommendations. These 
recommendations do not have to be binding 
on others, but a certain amount of airing of 
views, cxchangeof information, and follow¬ 
up would be useful. Such a body has not 
been brought into existence so far. Going 
by the data collected by the Mathur 
committee, it seems logical to think of some 
such body. Today, it is not even certain that 
the report is being read around the ilTs. It 
has not even been printed yet. Evidently, 
there is not much of a demand for it. 

In any case, going by the response of the 
faculty, two things may be said. One is that 
there is a certain degree of apathy on the part 
of the faculty in regard to the direction in 
which they are going. Not all of them feel 
involved in what has been happening, nor 
do all of them take any initiative to ensure 
some kind of co-ordination. Second, which 
is perhaps equally true, this apathy is not so 
much personal as social in character. Must 
of the faculty are busy with their work and 
are on the whole productive. But when it 
comes to interacting with others, forging 
social and academic sanctions, and going 
ahead with the rc-oricniation of the IIT 
functioning, not many of them show any 
initiative or concern. This is a cause (or 
aiiMCty and represents the same degree of 
ci\ . unconcern as is to be found amongst 
teai tiers in the mainstream universities. 

I'crhaps nothing illustrates this unconcern 
more decisively than the way interaction 
with industry has been neglected. A good 
deal is being talked about it. With the change 
in the outlook of Indian industry, things arc 
beginning to change. Nonetheless, there has 
to be some effort from within the llTs also. 
Something has been said about it by the 
Mathurcommitteebut it is neither particularly 
comprehensive nor wide-ranging enough. 
For example, apart from the review 
committee’s observations that theircontacts 
with industry arc few and far between, that 
committee made a couple of other 
observations al.so: (a) “the IIT faculty have 
an ambivalent attitude to the application of 
science and technology in rural areas and 
(b)not many ll’nans have become entre¬ 
preneurs and job generators”. 

These two criticisms cannot be treated 
lightly, particularly the second one. The tack 
of entr^reneurship is a serious problem - 
it is concerned with the growth of industry 
in the country in a decisive way. While 
controls have been relaxed and government 
management liberalised, there has to be a lot 
mone done before industrial growth can get, 
say, doubled within a year or two. For the 
year 1994, the rate of growth is said to have 
been a little over S per cent. Unless it goes 
up to 7 dr 8 per cent in 1995 and 9 or 10 
per cent in 1996 and is sustained at that level 
for the ndxt several decades, the contribution 


of industry to thcODP would be decisive 

enough. 

Countries which have made notable 
progress during recent years, even those in 
Asia, have had annual growth rates of around 
10 per cent, sometimes even more than that 
as far as industry is concerned. It is only in 
industry that the rate of growth can be .stepped 
up markedly. When it comes to agriculture 
the rate of growth can never be that high. 
Since around 80 per cent of the population 
depends upon agriculture, a good deal has 
to be done even on that front. But even when 
it is successfully done, the rate of growth 
would never be that high. In the very nature 
of things It cannot but be slow. It is only 
by combining the rale of growth both in 
agriculture and indusliy that a resonably 
vigorous rate of growth for the whole 
economy can be ensured. There is so much 
more responsibility cast upon indu.siry, 
therefore, and the IIT graduates have a role 
to play there. 

As already stated, around 15 per cent have 
demun.siratccl entrepreneurship. What is 
required is ihat this figure should gradually 
go up and, wiihm the next halt a decade, 
should go up (o .almost 30 per cent and then 
lo 50 per cent. TTiat alone would justity the 
enormous invcsimcnt made in the IITs and 
the trust reposed in them. A reference has 
already been made (o the qualities of 
entrepicneurship displayed by IIT graduates 
who base gone into industry. It is their 
initiative which is likely to yield impressive 
dividends in the years lo come. But if more 
of them opt to go into industry, ii would give 
greater impetus to its growth. 

The rclalcil aspect of not being concerned 
enough about the application of .science .and 
Icchnology to rural areas is also equally 
imponani With the coniiiiuing growlh of 
population and hardly any further addition 
In the availability of arable land, agriculture 
cannot afford to look alter all the people who 
arc even now working in the Held. Industrial 
growth means more and more people moving 
away trom ugncullurc and gelling diverted 
into indusliy. While that process would get 
quickened, a.s .sketched above, ii is no less 
imponani (hat agriculture become more and 
more commercialised and its productiviiy 
increased The productivity ofland in China, 
for instance, is more than twice Ihat ol India. 
If agricultural productivity in India has lo 
be .stepped up. the application of .science and 
Icchnology to agiiculiurcisan urgent necessity 

Currently it is only the agricultural univer¬ 
sities which have established faculiies ot 
s^riculturul engineering. Why cannot some¬ 
thing corresponding to it becstablislicd even 
in tiK IITs? ABer alt. they would be working 
in the .same area and would have the same 
thru.si. A certain amount of co-ordination 
therefore would be particularly useful. Hardly 
any thought has been given to this dimension 
of the problem. It is time that this item he 
put on the agenda and a viable plan of co¬ 
ordinated activity worked out. 

The lack of interest in rural areas is not 
C|it all surprising. Almost without exception, 
those who enter the IITs come from urban 
backgrounds. R>r almost half a century, if 
not longer, higher education has been the 


.... 

monopoly of tbe.inidi% idas$. Aiidtalioti' 
from the countryside ia merefore a part of 
its cultural baggage and its patterns of 
organisation. But if the country has to grow 
and if the interests of the poor who live in 
rural areas are to be put at the centre of 
things, concern with what happens In the 
countryside is imperative. The IITs have on 
obligation here as much as any other agency 
in Ihc country. 

VII 

In Its final recommendation, the Mathur 
committee has given considerable thought 
to two issues. One relates lo re-orientation 
of teaching at the B Tech level, and themher 
one IS how to involve the faculty more 
decisively in industry. The exact recom¬ 
mendations arc: 

(1) A new course of action needs to be 
adopted to enhance the exposure of B 
Tech students to the industrial scenario 
of the country. Various steps in this 
direction have been suggested by the 
curriculum review committees of the IITs. 
1'hesc include a well-planned and 
supervised summer training programme 
and industrial lours for the students. The 
quality of the BTcch project needs 
improvement with greater relationship to 
the actual needs of industry. This can only . 
be .achieved if Ihc faculty have greater 
involvement with industry and the institute 
as a whole invite.s more participation from 
industry personnel through lectures in 
courses, extra-mural lectures and adjunct 
professorships. All these arc feasible and 
need only the will to achieve them. 

(2) The inolvcmciu of faculty in the 
industrial scene requires a multi-pronged 
approach The lollowing are amongst the 
possible steps; 

la) Incentives to faculty who participate in 
indusirial interaction in one way or (he 
other 

(h) Changing (ho rules regarding sabbatical 
leave .so that greater leave can he iitiii.sed 
for industrial participation. 

(l) a tilt towards favouring industrial 
experience as a desirable qualification 
when considering candidates for faculty 
recruitment. 

(di Encouraging consultancy by reducing 
the amounts that go to the institute 
as overheads from consultancy 
income. 

(e) Changing rules so that faculty can draw 
part of their salary from project lunds 
in return for reduced (caching load 

(f) Encouraging faculty to start their own 
indu-stry and providingsiiitable facilities 
and benefits (as has already been started 
in IIT Kharagpur). 

(.1) The IITs must start a concerted effort at 
getting top class textbooks written for u.sc 
in India which emphasi.se the Indian work 
environment and developments in India. 
Some IITs have already started this scheme. 
However, much greater effort needs to be 
made with proper incentives and 
remuneration. This should be considered 
equivalent to a teaching load and a definite 
time frame should be set. 



(4) lITs iiKist develop a system of student 
evaluation of both the teaching programme 
and the teachers. Such systems are widely 
used in the US and provide an input for 
faculty assessment as well as course 
improvement. When used for faculty 
assessment, they provide both an incentive 
and a check to maintain standards. 

(5) Contact with alumni needs tobe increased 
to encourage financial contributions and 
increase their participation in the growth and 
development of the institutes. 

As should be evident, the Mathur 
committee is .seriously concerned about 
rc-orienting the work of the IITs and has 
made fairly meaningful recommendations. 
There is little that one can say in addition. 
But there is one thing which perhaps needs 
to be done. It would help in the lung run. 
This relcrs to projecting the IITs not as 
an autonomous sector ol activity but as 
a part of the total educational thrust to 
prepare for a more industrialised and 
productive future. In theory, hardly any 
one can quarrel with this. In practice this 
requires a re-orientation in the outlook of 
the union ministry of education. 

For reasons both historical and numerical. 
It is the UGC which has been receiving the 
greater part of its attention The AKTE 
functioned ail this lime as a limb ot the 
government anddid not even have a statutory 
status. Even after it came to have the statutory 
status, the first five years of its independent 
existence were virtually wiped out because 
it was treated as the b ackyard of the ministry 
of HRD. The AlCTE never came to develop 
an independent .status for itself and it is only 
.since 1993 that it has begun to acquire a 
personality of its own Regardless of how 
It has been functioning and is attempting to 
function. Its potential is immense. In course 
of time It can become as crucial a wing of 
the ministry of HRD as is the UGC. 

Even in term.s of numbers, those enrolled 
in the technical sector are more than half a 
million. They come Irom some ot the more 
talented of the student body. To put it no 
more strongly, the AICPE is so designed that 
It can. and should, play a very impoitant role 
in the field of higher and professional 
education Currently the IITs arc not treated 
exactly as a part of the higher cducaiional 
system, They function on their own and live 
in a world of their own. This worked during 
the la.st few decades, but to continue with 
this mode ol opcnation would not be right 
The IITs have to he much more at the centre 
of things than they have been so tar 

In terms of the statutory relationship 
between the AlCTE and the NTs. a kind of 
convention has grown up whereby the IITs 
function entirely on ihcirown. Till recently 
It was the union minisicr ol education who 
also presided over the destiny ol the AICPE. 
Now that pha.se is over, a new equation 
would have to be worked out. It is not 
necessary to sugge.st that the chairman of the 
AlCTE should also become the chairman ot 
the IITCouncil; perhaps that would be going 
too far. But some kind of reorientation would 
have to be worked out. Phis should be on 
the basis that both the UGC and the IITs 
work under the overall supervision of the 


miniiti^ of HRD and each dne play h nrfe 
which is central to the task of building a new 
India. 

That the IITs have a unique place in the 
Indian context does not have to be enlarged 
upon. What needs to be changed, however, 
is that they are both encouraged and 
enabled to break their isolation from the 
rest of the university system and become 
active partners in the whole educational 
endeavour. This does not mean that they 
have to be like the other universities, but 
surely there has to be greater interaction 
between the technical sector and the 
mainstream sector. Being the strongest 
unit in the technical sector, the IITs have 
a special obligation in this regard, and it 
IS time that they started thinking about it. 

What do the preceding remarks preci.scly 
mean? The an.swer is two-fold. One, the IITs 
have the status of institutes of national 
importance and for ail practical purpo.ses 
they are regarded as universities. They award 
degrees and function like any other university. 
Whether they are to be equated with 
universities or not was gone into by the 
Association of Indian Universities in the 
early 1960s when they were set up. There 
were some reservations regarding 
government control over the IITs. After a 
ccnain amount ot discussion, it was agreed 
that the IITs are hke any other university and 
Ihcir mode of management and control is a 
matter of detail To set the record straight, 
most other universities function less 
satisfactorily than do the IITs. The latter 
maintain at least gtwd standards and this is 
something to be gratified about. 

If the IITs are like the other universities, 
there should be better give and take 
between them and the rest. This has to be 
more on the academic plane than anything 
cl.se. This also means one thing more. In 
this connection, the MIT model might be 
recalled. In fields other than engineering 
and technology, that instiiiiiioii has, at 


least ih a few twees.. oiitdiiAaii^ 
universities. There is no reason why the 
IITs cannot do the same. They have 
departments of humanities also and some 
quite capable people on the faculty. There 
is no reason why these departments cannot 
perform in such a way as to outshine the 
other universities. Business management 
is an area in which they can directly compete 
with otheruni versities. In the field of natural 
sciences, this is happening to some extent 
and the same can happen even in other 
areas. 

Here it may not be inappropriate to offer 
another analogy. What has been said above 
about (he IITs cannot be said for example 
about the lIMs. There is a certain similarity 
between the two but the dissimilarities are 
stronger and more visible. The IIMs have 
a limited focus whereas the IITs are 
universities in every sense of the word though 
their special focus is on engineering and 
technology. Technology is the application 
of science and engineering to technical 
probelms in different areas of activity. To 
talk of the IITs in this emphatic vein is to 
underline the point that the liTs have to 
function as universities and nothing less than 
that. 

This brings us to the second point. 
.Should (hey start performing better in the 
related areas, (his would not mean that the 
IITs have fultHlcd their basic mandate. 
Their mandate is primarily to promote 
technology. What is happening at that 
level is not satisfactory enough. Without 
repeating several of the things suggested 
earlier, it needs to be reiterated that it is 
when they function in close and productive 
collaboration with industry that they 
would reach their full .stature. Instead 
of continuing to borrow, it is lime they 
became self-reliant in the first round 
and self-propelling in the second round. 
This is the consummation one looks 
forward to. 
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Municipal Rrform in India 

Comparative Models and Processes 

AbhiJit Datta 

Municipal government in India is a colonial legacy which underwent very few structural changes after 1947, leading 
to its institutional marginalisation. The onset of liberalised political culture at the centre by the end of the 1980s resulted 
in the passage the 74th Amendment in / 992. This paper discusses the institutional models and management processes 
of municipal government one year later, and hazards guesses about the future reform process. 


MUNICIPALgovemment in Indiais a British 
colonial l^acy. Since Indian independence 
in 1947. nwnicipal government uncterwent 
very few stiuctural changes and became 
subiected to political neglect, leading to its 
institutional marginalisation. Widespread 
and prolonged supersession of municipal 
government became the order of the day. 
State government bureaucracy was 
involved in the political tasks of municipal 
governance as administrators, appointed 
executives, and appellate and penal 
authorities in disregard of all nnrm.s of 
local democracy. In spite of the elected 
nature of municipal government, its status 
was no different from parastatals in terms 
of accountability to its administrative 
department at the state level. 

With the onset of liberalised political 
culture at the centre by the end of the 1980s, 
attempts were made to confer constitutional 
status on municipal government in India, 
resulting in the passage of the 74th 
Constitutional Amendment in 1992. This 
accorded constitutional status to municipal 
government and provided for only a limited 
period of their supersession. In addition, 
the 74th Amendment provided for some 
degree of institutional uniformity, 
reservation of electoral seats for the weaker 
sections and women, a desired municipal 
functional list, creation of planning 
committees in Ihedistricts and metropolitan 
areas, and appointment of state election 
commission and state finance commission 
on the models of theircentral counterparts. 
There is, therefore, an attempt to ensure 
some degree of institutional uniformity of 
municipal government under the 74lh 
Amendment. 

The state conformity legislatKtns, passed 
within a year of the enforcement of the 
74ih Amendment (i c. by May 31.1994), 
dealt with the mandated institutional 
riructure of the 'municipalities', leaving 
the atiocinted management aspects 
unchanged. With the installation of a new 
municipal structure and by ensuring the 
political existence of the 'municipaiiUcs'. 
their associated management system Wduld 
undergo corresponding changes in the 
coming years. 


The municipal managemeni system 
operates outside the mandated structural 
reform so that there is a latent contradiction 
between the reformed institution and 
colonial.style management practices These 
practices would be under pressure for reform 
from at least four directions; (i) economic 
liberalisation, (ii) local political pressure, 
(iii) citizen involvement in local services, 
and (iv) judicial intervention. 

The present paper mainly discusses the 
institutional models and management 
processes of municipal government one year 
after the passage of the 74th Amendment, 
and hazards gucs.scs about the I'uiufc reform 
process in municipal structure and 
management in the coming years. 

MANDAltD iNSTrnTIONAl. MoDI US 

The 74th Amendment requires the states 
to constitute municipalities’ in three 
categories; (a) nagar panchayats (town 
councils) for transitional urban areas, (b) 
municipal councils for smaller urban areas, 
and (c) municipal corporations for larger 
urban areas. In addition to the ccn.sus 
definition of an urban area, its internal 
revenue prospects, and other factors relating 
to its economic and other significance may 
be considered for municipalisation, except 
where municipal services are provided by 
the industries in an industrial township. 
Ordinarily, the discretionary elements apply 
to the creation of a nagar panchayat with a 
population size of .3.000-20,000 along with 
the consideration of other factors. A 
municipal council is generally constituted 
with a population of 20.001-3,(K).(X)0, and 
a municipal corporation is created for a 
population of over 3,00.000. These size 
classifications, however, are not uniform 
across the states. 

The implications of a three-level 
classification of 'municipalities’ are that the 
smaller townships, barring sclf-.sufficicnt 
industrial areas, would have to be fully 
elected, and the various municipal classes 
could be differentiated in terms of their 
functions, tax powers, degree and manner 
of state control, cmincil size, executive 
system, and staffing pattern. Future 


uniformity in municipal management would 
reduce these operational differences among 
the municipal classes. 

Council Composition and Elections 

Apart from electoral composition of the 
municipal councils, the 74th Amendment 
provides for additional membership from: .Vi 
(a) sitting members of the state legislature < 
and the parliament whose constituenci^;'. <j 
cover the municipal area; (b) chairpersons 
of the ward committees of municipal ■; 
corporations with a population of 3,00,000 
and more; and (c) nominated experts with- • .1 
out voting rights. While the involvement . 
of the members of the slate legislature and 
the parliament is emulated from the 
■panchayats’. the creation of the wards r 
committees at the ward and zonal levels in V 
(he larger citie.s is an innovation under tin f 
74th Amendment. This provides oppor- 
(unities for decentralisation of municipal 
.services and larger involvement of the 
citizens in municipal affairs. . 

The superintendence, direction and contrd 
ol the preparation of electoral rolls for the 
conduct of municipal elections vest in a 
single-member state election commission 
under the 74th Amendment. Municipal 
legislations contain long lists of 
disqualifications for eligibility in elections^ 
leaving the actual electoral procedure to be 
specified under rules nr through executive 
orders It is desirable to closely follow the 
method of elections for the parliament and 
the state assembi ics under the Representation 
of the Peoples Act for the municipal 
legislations as well. 

The 74(h Amendment makes reservation 
of council seats and the post of the 
chairperson for scheduled castes and tribes, 
and for women. It also permits additional 
reservation of council seats for other 
backward classes. However, the reservation 
for .scheduled castes and tribes is limited 
to the period specified for them in the 
constitution for all other purposes. Thesg 
reservations arc identified for specific 
electoral constituencies and councils and 
generally remain valid for the entire fivb 
years’ duration of the councils. 



The municipal chairpersons arc indirectly 
I" elected, except in Andhra Pradesh where 
■ direct election is in vogue. However, the 
manner of the election of the chairperson has 
no bearing on his executive responsibilities. 
Since municipal elections arc fought on party 
: lines, the chairperson is chosen from the 
majority party. Inlhcmunicipalcorporations 
the chairperson is called the ‘mayor’, who 
presides over the council; in the municipal 
corporalionsofWc.st Bengal the chairperson 
of the council acts as the speaker, while the 
mayor heads a cabinet type executive called 
the ‘mayor-in-councir. 

Functions and Finance 

instead of specifying the municipal 
functions, the 74lh Amendment indicates, in 
the attached 12th Schedule, 18 functional 
areas for possible devolution to the 
'municipalities’. These functions do not 
always coriespond to the central, state and 
their concurrent subjects listed under the 7ih 
Schedule, c g. (i) slum improvement, 
(ii) cultural promotion, (in) urban poverty 
alleviation, (iv) environmental protection, 
etc. Tbcre is no lime limit laid down for 
devolution of any or all of the functions 
listed in the 12th Schedule. 

There are also significant omissions in the 
12lh Schedule functions relating to human 
development - eg, pnmary and secondary 
education, basic health care - although these 
responsibilities are suggested tor delegation 
to the rural panchayals under the paiailcl 
llth Schedule At the same tune, it is up 
lothc state go vcrnmenis to delegate functions 
for the ‘municipalities’ beyond those 
indicated under the 12th Schedule. 

Moreover, even when a function or sub- 
function is delegated to a class of 
‘municipality’, the state governmeni docs 
not vacate its operative jurisdiction trom 
that area, with the result that all municipal 
functions in effect become concurrent. Even 
a legal delegation throgh the municipal 
legislation is paralleled by concurrent 
functional dclcgatuin to state parastatals. or 
operated directly by the state governments. 
ITic real issues, therefore, are two. (a) the 
need lor specifying an exclusive functional 
list for the three categories of 'municipalities’, 
and (b) the time span for devolution ol such 
functional delegation to them. 

The 74th Amendment did not attempt to 
include a municipal lax list along with the 
indicative tunctional list in the 12th Schedule. 
Instead, the responsibility has been thrust on 
the State Finance Commission (SFC) to be 
constituted within a year of the commence¬ 
ment of the 73rd Amendment on the 
’panchayals’ (i e, by April 23. 1994). The 
brief for the ,SFC is much wider than that 
of its central counterpart which is concerned 
only with central tax-sharing and block 


grants. On the other hand, the lack of clarity 
of municipal functional domain makes it 
extremely difficult for the SFC to suggest 
an appropnate municipal tax list and work 
out the quantum of needed transfers on that 
basis. The composition of the SFCs are left 
to the states, and many of them consist of 
serving civil servants and in one case is 
headed by the state chief minister. This 
would come in the way of independent 
review of their recommendations at state 
level. 

Municipal fiscal structure is characterised 
by three distinct patterns, viz, (i) 
predominance of octroi - amunicipal import 
duty - and a subsidiary property lax, with 
nominal state transfers (Bombay pattern, 
covering the western and north-western 
states); (ii) property tax as the major lax, 
supplemented by entertainment and show 
taxes, non-tax revenue, and limited state 
transfers (Madras pattern; covering Tamil 
Nadu and Kerala), and (iii) property as the 
mam municipal tax and major dependence 
on state transfers (Bengal pattern, covering 
the remaining states). These three patterns 
originally evolved under the erstwhile 
British presidencies, but now their slate 
compositions have changed owing to the 
hasty abolition of octroi in recent years (in 
Andhra Pradesh. Karnataka, Madhya 
Pradesh, Uttar Pradesh. Himachal Pradesh 
and Jammu and Kashmir). 

Exploitation of municipal properly taxes 
is beset with the problem of frozen valuation 
base due to rent control; this is sought to 
be neutralised through a system of 


presumptive tax withmunicipal role limited 
only to tax collection. Their long-term 
prospects of non-tax revenue is constrained 
due to attempted privati.sation of municipal 
services under the ongoing economic 
liberalisation. The future of municipal 
finances would be mainly influenced by 
action on three fronts; (a) compensation 
arrangements for octroi abolition; (b) pace 
of reforms in rent control; and (c) 
rationalisation of state transfers. 

Planning 

0 

The 74lh A mendment has provided for the 
creation of twin planning committees for 
district and metropolitan areas for finalising 
municipal plans within their ambit, along 
with commitment of state and central 
assistance for the purpose. The committees 
are supposed to undertake planning for 
matters of common interest between the 
'panchayals’ and the ‘municipalities’, 
especially planning of physical and natural 
resources, infrastructure development and 
environmental con.servation. The state 
governments are supposed to Identify the 
functions for such planning purposes. If 
these planning functions are more than (he 
municipal revenue functions, then there 
would be fiscal imbalance by way of 
maintenance gap with which the SFCs 
would have to contend. The existing 
separation of urban development from 
municipal maintenance tasks may have to 
be removed either by integrating the urban 
development and maintenance tasks within 
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■;;«i '«j|^‘d^(toi»\ Of tlifoiigli il^,< 
munkipalisatton'of urban {banning And 
contractir^-out the development tasks to 
other angencies. both public and private. 

The composition of the district and 
metropolitan planning committees are 
heavily weighted in favour of the elected 
members of the 'panchayats' and 
'municipalities', to the extent of 80 per cent 
for the former and 67 per cent for the latter, 
to be shared in proportion to their population 
composition. This nullifies the weight of 
the state (and central) representatives in 
these committees. On the other hand, since 
the state (and the central government) will 
have to commit their assistance for finalis¬ 
ing these plans, any existing extra- 
constitutional planning body at the state or 
district level will lose its significance for 
want of resources or irrelevance in the 
‘municipal sector' plan. In view of this the 
attempt by some of the states to create 
separate district urban development 
authorities (DUDA) may have to be 
reconsidered. 

In future muchof the capital finance needed 
for municipal development would have to 
be sourced from the n.arket. rather than from 
the directed credit of plan assistance. For this 
the 'municipalities' are required to be credit¬ 
worthy; to the extent they arc not, their 
development finance requirements wopid 
have to be met by way of capital grants. Only 
the smaller 'municipalities' would be able 
to justify such plan assistance. 

Managemeni Sy.stcms and Proolsses 

The nature of the municipal executive is 
the most controversial area of municipal 
management. In the municipal corporation 
the state-appointed municipal commissioner 
is the executive functionary, while the 
executive powers are exercised by a 
triumvirate set of authorities - the council, 
the standing committee, and the appointed 
commissioner. The only exception to this 
arrangement - known as the Bombay 
model -IS the mayor-in-council form of 
municipal executi ve in West Bengal .where 
the executive functionary is the elected 
mayor-in-council and the executi vc powers 
are exercised by another triumvirate - the 
council, the mayor-in-council. and the 
mayor. 

The municipal councils of the''southem 
states-Tamil Nadu, Andhra Pradesh, 
Karnataka, and Kerala - follow the 
corporation type of municipal executive. 
Elsewhere, the municipal chairmanexercises 
general control and supervision over the 
chiefexecuti veoffkeractingas the executive 
functionary, with the exception of West 
Bmgal arid Assam where the munici^l 
chairmap is the designated executive. In iili 
the municipal cmincils., the whole council 


’.mui the' statutory' atandihg committees 
exercise executive powers along with the 
designated executive functionary. In the 
nagar panchayats the situation is somewhat 
unclear, but it is likely to follow the pattern 
of the municipal councils, except in West 
Bengal where the chairman would emerge 
as the sole executive functionary, as in the 
case of its ‘panchayats*. 

With the assurance of elective existence 
of the ‘municipalities' under the 74th 
Amendment, the issue of introduction of a 
municipal political executive is a matter of 
time. The nature of such an executive is 
expected to be of the West Bengal variety 
of plural executive in the municipal 
corporations and municipal counciLs. while 
nagar panchayats might be left with a single 
political executive. The American vanety of 
dirccily elected executive (strong) mayor 
would be difficult to operate through the 
complex system of checks and balances 
between thecouncil and Ihccxccuiive mayor. 
The traditional English committee system 
would be out of tune with the politicisation 
ot municipal elections and the tradition of 
ccnirdlisalion of the municipal cxccuiive 
functionary in India. 

Sniffing 

Municipal personnel system combines a 
variety of arrangements, with each set of 
staff rotating along its specillcd career path 
within and outside the 'municipalities'. The 
managerial posts in the municipal councils 
and nagar panchayats arc filled by either 
deputed stale officials or through statewide 
municipal cadres. In a few states - notably 
in Tamil Nadu. Kerala, Andhra Pradesh. 
Uttar Pradesh. Rajasthan. Haryana and 
Punjab - these include the municipal 
corporations as well, barring the post of the 
municipal commissioner who belongs to the 
all-India administrative service. A notable 
exception to these arrangements is Gujiirai 
with a separate system of municipal 
personnel. The subordinate positions in the 
‘municipalities' are not covered by any 
arrangement of centralisation of municipal 
personnel. 

Municipal staffing also poses similar 
problems as that of the municipal executive 
in the wake of the pressure from elective 
‘municipalities'. Once municipal political 
executives are installed, the accountability 
of the municipal personnel would have to 
be linked to them and ultimately to the 
institution itself. In the process, municipal 
staffing arrangements may have to be 
refashioned to underline institutional 
account^ility, unification of grades, lateral 
entry.anddcreservationof po.sts for particular 
classes of entrants. A separate municipal 
service commission for selection of a panel 
of names for a particular post, and for review 
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‘tw^sary fw'' 
a separate nuinici^ personnel system to 
operate successfully. 

The alternative of a unified personnel'^ 
system is unlikely to succeed sinceeffectiye ' 
management of municipal personnel is.' 
unlikely tobe left with the municipal systeni . 
for staff appointment and their subsequent 
control. Experiments in installing a unified ' 
system of municipal personnel in other; 
countries of south Asia and anglophone .: 
Africa since the 1970$ have not been, , 
successful, in the existing environment 
liberalisation and institutional account-'.: 
ability, it is unlikely that the present nonr 
system of municipal personnel will survive , 
for long. This is more so when (hp 
‘municipalities'areexpected to be enablers,..! 
rather than producers, of the bulk of: 
municipal services. 

Stale Control 

The conferment of constitutional status 
and assurance of the elective existence of. 
the ‘municipalities' have fundamentally ', 
altered the nature of slate-municipal relations, ^ 
even when thc.seoperate within thefunctionid 
and lax domains of the stale government. 
Therefore, in India Dillon's Rule needs to 
be applied only sparingly and for justiciable 
reasons. Municipal supersession in future 
would presumably be permitted on grounds 
of ‘administrative breakdown' comparable 
to the constitutional breakdown of the states. 
Consequently, all the subjective reasons' 
incorporated in the municipal legislations 
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j' since the colonial days for their supersession 
I would be subjected to judicial scrutiny. The 
same holds true of all the penal powers 
I assumed by the state governments for 
municipal 'mismanagement' since the days 
of non-eicclivc municipal bodies, including 
that of rescinding municipal resolutions, 
removal of elected members, issuing 
directions, approving budgets, deciding on 
expenditures and contracts, emergency and 
default powers, etc. 

State control of municipal finance is 
exercised through the state cxamincrof local 
fund accounts: in three states - Wc.stBengal, 
Bihar and Orissa - this operates under the 
central audit organisation. Municipal audit 
is conducted from the angle of authorisation 
rather than that of propriety. These are usually 
several years in arrears to influence recent 
financial decisions. Unlike the audit of the 
central and state governments, auditors of 
the 'municipalities' can impose surcharge 
on the municipal functionaries for 
unapproved expenditures, as in other non- 
elective local bixjies. Future changes lie in 
the direction of restneting state audit to the 
state subventions and introducing policy 
audit for municipal finances in general 
through an independent local audit 
commission, as in Britain. 

The state machinery for municipal 
supervision is usually located within the 
department of urban development While 
this department directly deals with the 
municipal corporations, other 'municipalities' 
are supervised by its subordinate municipal 
directorate and the field administrators at the 
district and divisional (where these exist) 
levels. State officials interface with the 
municipalities'directly, rather than through 
the ministcr-in-charge. With the future 
introduction* ol a municipal political 
executive, such an interface of the state 
officials with the 'municipalities' would be 
certainly resented. 

For institutional strengthening of the 
'municipalities', it might be more appropriate 
to revert back toihe earlier house-keeping 
department of local government at the state 
level, rather than supervising local 
government through two parallel functional 
departments on rural and urban development. 
These departments have assumed competing 
functional responsibilities with the local 
governments they arc supposed to promote 
and protect. With the unification of such 
house-keeping responsibilities for local 
government at the stale level, the institutional 
variants between the municipalities' and 
'p^chayats' are likely to disappear and 
ultimately a uniform system of local 
government may emerge. 

Public pariicipalion 

If municipal democracy is to be 
meaningful, then the "perversely regulated”' 


state-munidpal relations id India are td^ve 
way to greater municipal autonomy with a 
downward shift of its accountability to its 
constituents. Constituency accountability 
requtres greater involvement of the citizens 
in the activities of the 'municipalities'. Hie 
shift from the inter-governmental nature of 
municipal accountability to constituency 
accountability would have far-reaching 
consequences in terms of municipal 
effectiveness. 

In order to make municipal constituency 
accountability operational, three require¬ 
ments seem to be necessary: (i) information 
sharing, (ii) citizens’ access to municipal 
services, and (iii) citizens' involvement in 
municipal decision-making. The first 
requirement needs to be ensured through 
municipal legislations: the second 
requirement requires specification of 
citizens' entitlement to municipal services; 
and the third requirement calls for 
opportunities of the citizens to participate 
in decisions for neighbourhood services. 
The creation of ward committees in the 
larger 'municipalities' would hopefully 
provide for citizens’ access to, and 
involvement in. municipal neighbourhood 
services. It may be necessary to make this 
mandatory for all the 'municipalities' in the 
coming years. 

There is also a need to incorporate a 
citizen’s charter in the municipal legislat¬ 
ions, making municipal services "more 
responsive and accountable to their clients, 
improving the quality of service and 
involving the people in choices".- Such a 
charter .specifles both citizen's entitlement 
and the means to enforce the quality and 
availability of a paricular .service, ensures 
their market supply, and establishes a 
redress procedure. Where market forces 
are allowed to operate to produce municipal 
services, the consumers would en.sure 
market accountability in terms of their 
revealed preferences.’ However, such a 
market solution of muntcipal services is 
presently limited due to the uncertain range 
of municipal exclusive functions. With the 
I uture widening of the municipal functional 
domain, such market accountability would 
be an effective alternative to constituency 


' pofiiiatt aiMgumabfllty. 

PirruRE Roxmm PkoCESS 

At the level of primary stakehoiden, 
future municipal reform would cover the 
state political leaders, elected municipal 
councillors, and the municipal voters. 
Among them, the first group is slated to 
lose power in favour of the second and 
third groups. At the secondary level, the 
state bureaucracy, the protected parastatais, 
the cadre-based municipal employees, 
along with their dependent interest groups 
will lose out. while the future breed ,of 
contractual municipal staff and the 
associated non-governmental service 
providers would gain in importance. The 
transition will not be easy or a single-shot 
operation; the road to municipal reform 
will be tortuous, conflict-ridden, and long- 
drawn. 

The instrumentalities of the municipal 
reform process include state-municipal 
political bargaining, infusion of economic 
liberalisation in the municipal sphere, and 
judicial intervention. Of the three, the first 
would be decisive in the 'coming years 
forcing additional doses of municipal 
structural reforms through future 
constitutional amendments and legislative 
reformulations. 

Notes 

[This paper was presented at the seminar on 
'Uiban Local Government and Decentralisation', 
sponsored by CIVIC-Bangolore/Max Mueller 
Bhavan/HIVOS, at Bangalore. March 10-12. 
1995] 
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Productivity and Source of Growth 
for Rice in India 

A Few Comments 

CCMiui 
T Haque 


IN a recent article Kumar and Rosegrant 
(I99S) claimed that ‘research’ explained 
S7.2 per cent of total factor productivity 
(TFP) growth in rice followed by ‘agricultural 
terms of trade' (18.9 per cent) ‘markets* 
(14.4 per cent), ‘PN ratio’ (9.9 per cent) and 
‘canal irrigation' (-0.3 per cent). The study 
has ostensibly created some myths through 
its misleading and erroneous conclusions 
which need to be exploded. 

The above results have obvious policy 
implications; one of which is the need for 
an increased investment in agricultural 
research. The authors might have reached 
the right conclusion even though the 
methodology used docs not appear to be 
sound. 

Following the TFP approach the article 
attributed any growth in output in excess of 
the growth in inputs to the growth in total 
factor productivity. Particularly, re.scarch, 
extension, human capital, infrastructure, 
price policy, climate, etc. are identified as 
shifter-variables to explain total factor 
productivity. So far so good. However, the 
fundamental flaw starts with the speci¬ 
fications of the variables included in the 
regression analysis. 

Research (RES) has been defined as rice 
research stock per ha of rice area lagged by 
five years. The stock of rice research has not 
been defined in the paper. It is presumed 
that, followingthedefinition used in a similar 
paper on wheat [Kumar Pradhuman and 
Mruthyunjaya 1992] the cumulative 
number of papers on rice per ha of rice 
lagged by five years has been used in the 
regression equation as a proxy variable for 
Research probably to obviate the difficulty 
in getting statewise data on investment in 
rice research. Such a definition implies that 
If area under rke declines for one reason or 
the other, the cumulative number of rice 
research papers per ha will always increase 
with passage of time. This in turn implies, 
that ceteris paribus, even though there is no 
additional investment inriceresearch leading 
to publication of papers there will be an 
increase in TFP.Furthennore,abreakthrough 
in technoiogy/research may be quite 
adequately demented in a paper or two, 
and breakthroughs are rather rare. Most of 
the formal lesearph papers or lU least a 
stibtitontiai firopoition of all papers do not 


have any real research content that can be 
adopted by rice farmers to increase TFP. 
Moreover,information(knowlcdgccontained 
in a research paper cannot in itself generate 
benefit after live years, but depends heavily 
on infrastructural and institutional facilities 
and other shifters. Thus the number of papers 
on rice per ha of rice is a wrong proxy for 
investment in ncc research. 

Extension (EXT) has been defined as 
extension stock per ha of rice area but 
fortunately has not been included in the 
model for multi-collinearity problem. 

Infrastructure is represented by markets 
or more precisely the number of regulated 
markets per 1.000 ha of cropped area This 
is also an inadequate specification since 
regulated markets do not cater only to rice 
but to all commodities and inputs. The 
authors arc silent about the mechanism used 
by them to apportion the impact of regulated 
markets among vanous crops grown in the 
regions studied Besides, the number of 
regulated markets per thousand hectares of 
cropped area is unable to capture the effects 
of a more pervasive variable, ‘infrastructure’. 

Similarly, there is no rationale for using 
PN ratio as a proxy for the balanced use of 
plant nutrients in the soil since other plant 
nutrients (macro or micro) ignored in this 
specification have equally important role to 
play in balancing plant nutrients. Moreover, 
the soil (and hence the crop) will be adversely 
affected if the doses of nitrogen and 
phosphorus are greatly increased without 
altering the PN ratio. For instance, a dose 
of 60 kg of nitrogen and 30 kg of phosphorus 
and another of 600 kg nitrogen and 300 kg 
of phosphorus have totally different effects 
on soil health even though the PN ratio 
remains the same. 

Agricultural terms of trade (AGTOT) has 
a general influence on the acreage decision 
and intensity of input use but little or no 
effect on shifting the production function 
up. 

The regression model also includes June- 
August rainfall which coincides with 
transplanting of paddy. It has, however, 
ignored rainfall in the month of September 
and October which is crucial for emergence 
of panicles and the filling of the grains. 

Growths in total input and total output 
vary oversutes and evenoverdistrim within 


the state. Aggregation of such divergent 
areas for regional analysis forces additional 
errors in specification. For example. Assam. 
Bihar. West Bengal and Orissa, though 
geographically close, are very different in 
agricultural p^ormance and should not be 
combined to form the 'eastern' region. 

The basic data used in this study are 
said to have been obtained from the 
Comprehensive Scheme for Study of the 
Cost of Cultivation of Principal Crops in 
India, Directorate of Economics and 
Statistics, government of India even though 
the data on cost of cultivation of rice for 
the states of Gujarat, Rajasthan and 
Maharashtra in the western region and Kerala 
in the southern region are not reported at all 
by the indicated source. Besides, data for the 
period from 1971-72 to 1988-89 for which 
the TFP and some growth rates have been 
computed are also not available from DES 
(GOD for all the states included in the study. 
The authors have mentioned that they have 
filled in the missing data gaps by interpolsaion 
on the basis of the trend of the available data. 
Results based on interpolated (extrapolated) 
data for a large number of years are not 
reliable for any serious conclusion since the 
data are forced to liein the estimated trendline. 
All this points to the lack of fidelity and 
authenticity of data used in the study. 

Ten independent variables including two 
dummies have been used in explaining the 
variation inTFP of rice. The results presented 
in the authors' Table 9 show that the 
coefficients of regional dummies, ‘literacy' 
and 'year' are not significant and the 
corresponding R^ i e, the proportion of the 
total variation in the dependent variable. 
TFP explained jointly by the independent 
variables is 0.59 or 59 per cent. Thus 41 per 
cent of the variability in TFP is explained 
by variables not included in the equation. 
The standard procedure is to rc-fit the 
equation after deleting the independent 
variables which do not significantly provide 
an explanation for the variation in the 
dependent variable for obtaining the new 
estimates of the parameters. Tlic R‘ would 
surely have dropped from its original value 
of 0.59 as a result of deletion of four 
independent non-significant variables. More 
serious is the fact that while computing the 
share of TFP growth explain^ by the 
independent variables the authors have taken 
R^s0.59as l.O.ie, lOOpercent in explaining 
the variation in TiT* (ignoring that 41 per 
cent of the variation in TFP is not explained 
by the model). Without any correction in the 
estimated coefficients and R’ obtained from 
the estimated equation with only six of the 
10 independent variables being significant 
the authors have computed the percentage 
share of TTP growth explained by the 
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signiilcant variables such as the number of 
research paper on rice per ha of rice area, 
number of regulated markets per 1,000 ha 
of crapped area, etc, (Table 10). This 
distortion has resulted in an inflated 
contribution of research to TFP. 

While computing the sources of TFP 
growth in rice (Table 10) the authors have 
totally ignored the independent variable 
JJARAIN (rainfall in June. July and August) 
even though its estimated parameter in 
explaining variation in TFP (Table 0) is 
highly significant. Thus the estimated 
contribution of rc.search, market. PN ratio, 
are upward and AGTOT and canal share 
in total irrigation arc downward biased. 

Annual growth rates of real cost ol rice 
priKJuction over the period of the study have 
been shown tube declining in all the regions. 
This is a debatable issue. Using the .same 
data we have found that the cost per quiiiial 
of paddy in 1981 -82 prices has declined only 
in Andhra Pradesh and to a smaller cxient 
in 'I'amil Nadu. In fact, it has increased in 
Madhya Pradesh and remained almost the 
same in the other iice growing stales In 
other words, input prices considered loi 
computing the cost of production have risen 
faster than yield of rice in most ol the states 
as well as for ihc country as a whole. 

The computed shares have been used 
for further analysis biasing the entire 
conclusion. Even if the iniiial equation is 
accepted the share ol research paper on rice 
per ha would have been responsible lor 
explaining (.59 x 57 2) = .13 7 per cent of 
the variation in TFP 
The authors have used TFP, varunion in 
TFP and growth in TFP synonymously 
inspitc ot their conceptual dilfcrenccs 
No explanation has been provided for a 
negative growth in TFP in the western 
region except that 'high vari.ition makes it 
essentially impossible to measure 
productivity trends’ in this region 'I'his is 
no explanation as 'high' lemfxiral andspatial 
variations are observed in the other states 
too which the authors have pooled together 
to form various regions of their choice The 
negati vc growt h (-0.98) of TFP in the western 
region should imply a negative conn ibiition 
of rice research as measured by the number 
ol papers published (on rice pei ha) Does 
It mean: 

(a) that research on rice has regional barriers 
and cannot move across regions within 
the country as was the case ol movement 
of foodgrains? 

or 

(b) that the number of papers on rice per ha 
was too many to adversely affect the 
growth ol TFP'.' 

Since these above implications arc not 
tenable the results suggest some seiious 
mistake underneath the whole analysis. 

When the regional dummie.s in the pooled 
function (Table 9) arc not statistically 
significant wh.it was the impelling need 


for continuing with the regional analysis? 
More importantly, how far are these 
regional estimates of marginal products 
(MP) of research stcKk and internal rate 
of return (IRR) to investment in rice 
research valid? Marginal products and IRR 
(Tables II and 12) during 1976-80 were 
generally lower than those in 1971-75. Why? 
Is It due to excessive number of papers on 
rice per ha written during the late 70s than 
in the early 70.s‘' 

These tables also reveal that MP and IRR 
arc increasing in time with the cumulated 
number ol papers on rice per ha. This is all 
due to a wrong spccirication of ‘research’ 
variable. How could Ihc authors calculate 
IRR'' In other words, where did they get the 
pre.scnt value of the stream of benefits 
(direct as well as indirect) and cost 
(investment as well as recurring) of nee 
re.search to arrise at the staggering figures 
(Table 12). Why have they not computed 
the MP and IRR for other explanatory 
variables such as market, PN ratio. AGTOT, 
etc, so as to have an idea of Ihc relative 
role ot research vis-a-vis these variables? 

The benefits of infrastructure, i c, Ihc 
numberol regulated markets and literacy are 
all-pcrvadmg and arc not confined to only 
rice or wheat or any particular commodity. 
Furlhci. rc.search 111 rice in one rcgion/country 
has its impact not only on Ihc same crop and 
region/coiiniry. but also on other bolamcally 
similarcrops and rcgions/countrics. How are 
these interdependence, and spillover effects 
(externalities) taken care of in computing 
reiurns to investment in rice rc.scarch'' 

The authors have failed to provide a logical 
explanation lor the highly significant 
negative elasticity with regard to AGTOT 
(-0 3617). It essentially means that an 
improvement m AGTOT by 1 per cent will 
reduce ihe TFP by 0.3617 per cent whereas 
a unit per cent increase in research stock. 

I c, the number of research papers on rice 
per ha of rice area is assiKiatcd with 0.2920 
per cent increase in TFP. Both the coefficients 
being highly significant there isaclear trade- 
oil between AGTOT and Ihe writing of 
research paper on rice. Specifically, a 
worsening of the AGTOT will increase TFP 
more rapidly than increase in research stock 
per hectare ot rice. The implication of the 
result IS obvious. 

The siudy reported that “fertiliser use has 
reached levels where average returns are 
tailing ' and the fall is sleeper in the eastern 
region than in Ihe southern and northern 
regions. The authors have attributed this 
steeper fall in the eastern region despite a 
relatively lower level of fertiliser use 
compared to the southern and northern 
regions to poor irrigation management 
leading to faster removal of plant nutrients 
than their replenishment through chemical 
fertilisers and organic manures. A moment's 
reflection would show that, if true, this would 
automatically lead to a state of declining 


nutrient status'^tiw riM fields in the easteni 
region. In older for the average productivity 
of fertiliser (Y/F) to decline at a sharper rate 
this would require that the yield of rice (Y) 
falls at a higher rate than the fall in the 
nutrient status (F) of the rice soil. But this 
contradicts reality proving the queer logic 
underneath the assertion. 

TFP has a significant positive elasticity 
(0.017) with regard to share of canal irrigation 
in total irrigation (SCANALIRR) which 
implies that a unit per cent increase in canal's 
share in total irrigated nee area will increase 
TFP by 0.017 per cent. With increased 
exploitation of underground water by means 
of shallow and deep tubewells and surface 
water by nver lift irrigation, the share of 
canal in total irrigation has been found to 
decline at an annual rate of 0.S6 per cent. 
This decline is based on both technical and 
economic considerations at the present state 
of irrigation. Specifically, due to the wasteful 
and uncontrollable nature of canal irrigation 
the farmers have turned to more controllable 
groundwater sources for irrigating rice. With 
a positive elasticity coupled with the 
declining share of canal irrigation the TFP 
will decrease over time. Especially in view 
of the results of the study is it acceptable 
that more wasteful use of uncontrollable 
canal irngation is desirable to increase TFP? 
In other words, the co-efficient of 
CANALIRR is expected to have a negative 
sign implying that as shareof canal irrigation 
in the total irrigation decreases the TFP 
increases and that a historical decline in the 
canal’s share (0.56 per cent per annum) is 
consistent with the expected contribution of 
more controllable non-canal irngation to 
TFP growth. 

The statement (page A-186) that “with 
increase in input and technological change, 
the output has increased by 6.8 per cent 
annually...” is not correct since the contri¬ 
bution of other shifters included in the 
regression analysis to increa.se in output has 
been safely ignored. Further, the statement 
on the same page that “variation in TFP is 
due nearly entirely to variation in output as 
total input use increased xmocr/i/yover time” 
does not go with the growth rates given in 
Table 8. 

In view of the above distortions and 
deficiencies the results and their 
interpretations areerroneous and misleading 
and will not serve any useful purpose. 
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THE BANGALORE URBAN POVERTY 
ALLEVIATION PROGRAMME 


The Government of the Netherlands and the Government of Karnataka are implementing 
the Urban Poverty Alleviation Programme in Bangalore (BUPP). It aims at providing an 
innovative and sustainable model of urban poverty alleviation involving the participation 
of the urban poor, with special attention for women and children. BUPP is implemented 
by a Steering Committee which is supported by an executive wing and secretariat in the 
form of a Programme Support Unit (PSU). 

The BUPP programme REQUIRES IMMEDIATELY ON A CONTRACT BASIS FOR 
3 YEARS an 


EXECUTIVE DIRECTOR (Male/Femaie) 

Will be in overall charge of the programme, will head the Programme Support Unit, and 
organizes the implementation, monitoring and evaluation of the programme. Should have 
a minimum of 10 years experience at the executive level in project management and project 
design preferably in the field of urban poverty alleviation. Should be a dynamic personality. 
Is experienced in organizing and supervising staff; in administration; and in financial 
management. Has excellent social qualities so as to be able to deal both with Government 
officials, NGOs and slum communities. Experience in foreign assisted programmes is an 
advantage. 

Additional requirements are: 

1. Experience in the fieid of developing, implementing and testing urban poverty alleviation 
strategies and methodologies and readiness to work in slums; 

2. Commitmentto improving conditions for the urban poorthrough participatory approaches; 
Gender consciousness; 

3. Knowledge of English and Kannada; knowledge of Teiegu and Tamil is an advantage. 

Salaries and perks for the post are attractive and commensurate with qualifications 
and experience. The minimum consolidated salary starts at Rs. 10,000. For further details 
please contact the Programme Support Unit office of BUPP, Nr. 112, 11th Cross Road, 
5th Main, Malleshwaram, Bangalore 560 003 or call 080-364. 047. Fax: BUPP/PSU: 080- 
334. 61. 85. 

Please send your application with full bio-data and a brief write-up on your motivation to 
apply for the post to the PSU office at the above address. Specify salary drawn and expected, 
and minimum joining time required, if selected. Candidates already in service of Government/ 
Quasi Government organisations etc. should apply through proper channels. 

A/bfe: These are not appointments under Government of Karnataka. 
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A FUND FOR INSTITUTIONS 



Minimum targeted dividend of 15% p.a. for the 1st year 


Unit Trust of India announces an exclusive scheme- 

IISFUS’95 loi institutional investors looking for an 

investment providing good returns and easy liquidity 

Highlights; 

• A 5 year close end scheme open to eligible Trusts 
including Charitable and Religious Trusts, Societies, Army/ 
Air force/Navy/Paramilitary Funds and other eligible 
institutions and Corporate Bodies (excluding companies) 

• A maximum of 20% of the funds mobilised under the 
Scheme will be invested in equities and equity related 
instruments while the remaining m fixed income securities 
and money market instruments 

• Face value Rs 10 per unit 


Minimum investment - 1 lakh units and multiples of 
50,000 units thereafter 

For the first year dividend will be payable on a pro¬ 
rata basis in July ‘96 For subsequent years dividend 
will be declared before the end of the year arsd paid 
on a half-yearly basis 
Option of reinvesting dividend 
Full or partial repurchase will be allowed at NAV 
based price after one year 
Transfer or pledge allowed after three months 
from the date of commencement of the Scheme, 

I e 1 St January '96. 

Deduction of tax at source from dividend income 
as per the Finance Act,1 995 


Offer open: 21st Ausust-SOth September '95 



UNIT TRUST OF INDIA 

For your /tetter tomorrow 

All investments in mutual tunrts and securities are subject to market risks and the NAV of schemes may go up or down depending upon 
the factors and forces alfecting securities market Past performance is not necessarity indicative of future results. IISFUS-95 Is only 
the name of the Scheme and does not in any manner indicate either the quality of the Scheme, It's future prospects or returns. There 
IS no guarantee that the Scheme's objectives will be achieved. In the event of actual income not being sufficient to pay a minimum 
targeted return of 1S% p a members may suffer loss of unit capital to that extent. Please read the offer document before investing. 
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REVIEW OF AGRICULTURE 


STRATECtt|S FOR AGRiCUtiTURAL LIBE»LISATION 
PRIVATE Axed CI^ITALfORMATION Ctf AGRICULTURE 
WIDOWS, P^R||^Y AN|gA*I>ER lNEQU/a.|riES 

■ . V ^1. 'r , .ll'" 


i SUBSIDY SYfPAMif IN ilimi^GRI^ 
ifAR^ER MiU^EliU^T^f^ 

.> . ^ ■ ' . . ■ . . r.-r 


Y.’ ». i 
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The sood earth. 

Or leadersh^ that 
provides the opportunHif 
for hew roots in the soH. 




A bad monsoon, a failed crop and it’s a 
bteef) descent into debt 

New India, on its part, has always stood 
by tiK' farmer By providing security through 
wide ranging and need-based insurance 
covei 

1 hose nave cnaoled farmers to face the 


uncertainties of nature with courage and 
fortitude 

Perhaps New India's signal contribution 
has been in encouraging farmers to switch to 
lucrative subsidiary activities With policy 
covers for poultry, pisciculture and horticulture 
(sugarcane, grapes, chikoos, etc) 

Planting the seeds of self-sufficiency. 
Helping farmers find new roots in the soil 
Thai's what makes New India the 
leading general insurance company in 
India 


Knowing New India 



1993-94 

Global premium income 

Rs.1616 crores 

No. of offices 

1197 

No. of employees 

24,500 

No. of policy covers 

124 


NEW INDIA ASSURANCE 



jfrMniN imw'Victt Crypo oi ind4 



NEWA^IWDIA 


YEARS 


75 years of solid, secure support 


Our main insurance covers: Urban — All Risk • Baggage • Cash-in-transit • Pedal Cycle • Householders’ ♦ ShopMtopere' 

• Doctors Composite Package • Mediclaim • Group Mediclam • Overseas Medidaim • Personal Accident (Individual) •'Hiltd Party 
Life • Students Safety • Birthright • Cancer • Mullipenl • insurance tor LPG Dealers • Heart • Kidney Maifundlon •!.>/. • KiaviBiiya 
Arogya • Mutual Fund Package Rural—Cattle • Sheep ■ Horse/Pony/Mule • Pig • Camel • Poultry • Duck • Rabbit* Elephant • Dog 

• Brackish Water Prawn * Inland F ish • Silkvnorms • Honey Bees • Agricultural Pumpsef • Animal-drlvKi Cart • Hut • Qober Oaa Plant 

' New Weil • Janata Personal Accident • Gramm Personal Accident • Composite Package for thbals ♦ Farmers Package. ; 

:■ ■ oontou«‘|NM(' 

IS no guai. 

targeted retui. 
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Sociology of Informal Cjedit 

A study of three green revolution villages in Haryana shows that die informal 
credit market has undergone considerable change.What are the patterns 



of debt dependency in the context of the agrarian transfoimation in the wake 
of the green revolution and in an environment of increasing availability 
of institutional credit? How does credit mediate and institutionalise 
relations among various segments of rural society specifically in the 
sphere of production and local power structures? A«123 

Widows 


Foundw-EdWor; Sachin Chaudhuri 


High.C<iil Captal 

Milk MIraoIr: RIm o) SupsrtlKlon - Balanca ol 
Paymantt; 'Loaf Tranafart - Tobacco Eapon 
Syfidrama - PoNica' In Tnia Coioura 
CutranlSMaHea 
Companlaa 
Ranoom Nadacliona 
Tha Saga of tha Babua ol Nayan|ore 
—AninGhoan 


NawJIMi- Compankum ol PaikJnt 

Communalisalion ol Tnbals in South Guiarat 
—Slany Pmlo 

PoMIcal Upaurga m Kaahmk. Than and Now 
—Rakha Chowdhaiy 

War and Peace in Sri Lanka Govammanfan 
Propoaals and Beyond 
—Sumantra Boae 
Parapaedvaa 

South Aaian Women'a Communal Idantitiaa 
—Ann Haidgroua 


There are intimate links between the predicament of widows and a wide 
range of patriarchal institutions. The cause of widows must be seen as an 
integral part of the broader battle against gender inequalities. In the 
context of social .science research, it is right to give attention to 
widowhood as a particular cause of deprivation. And. in the context 
of social action, it is right to organise and support widows in their 
specific demands. 2435 

During the 1980s several states extended social security arrangements, 
some of which covered the destitute old and widows, the physically and 
mentally handicapped and agricultural workers. Kerala is one of these states. 
What degree of security do the scheme provide to the widows?^ 2415 

Agricultural Liberalisation Cloistered Memories 
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SiralagiMlorA^ullurilLlbaraliMlian Contaquancas 


lor drowlh, mllaia and Dmrlbulion 
—KM S Pankh. N S S Narayana 
Manoi Panda. A Ganaah Kumar A-W 

Subsidy Syndroma m Indian Agneukura 
—Ashok Oulati. Anil Sharma A-93 

Privaia Fisad Capnal Formation in Agneuaura- Soma 
Aapads ol Indian Farmars' Invaalmani Bahaviour 
-a 0 Ohawan. S S Vadav A-IU 

Consaquancas ol Croaabrasdmg Programma in India 
—S V N Rao. V Vankatasubcamanian 
JanOaWa A-112 

Farmar Managamani ol Public TubawaHs m 
WsalBangal 

-OSKRao A-lir 

Who Borrows? Who Lands?' Changing Siruclura 
ol hilormai Crada at Rural Haryana 
—^ratdar S Jodhka A-123 

Can lor Adiusimsnis at Structural Adiustmani 
—M H Suryanaiayana 2431 

Man Bahaid lha Mission 

—Parshotam Mahra 2433 

SpacM Artolaa 

Raoant Rasaarch on Widows In India' Workshop 
and Conlarsnos Raport 

—Many Qian. Jaan Drbza 2433 

Social Sacurky lor Widows' Eaparianca In Karala 
—I S Gulail. Laala Gutali 2431 

Naad varaua Supply ol Drugs 
—AnaniRPha^ 2434 
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Prolselion and Exports 

—Soumyan Sikdar 2433 
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WalarFarnandsa 2430 
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What would be the impact of 
liberalisation of agricultural trade 
on the growth of the economy? 

How is welfare loss to be offset? 

What would be the net impact 
of liberalisation and such 
offsetting measures? A*90 

An economywide analysis of the 
impact of input subsidies on the 
fiscal situation, the cropping pattern, 
the environment and regional equity 
and on new industries shows that 
subsidies have become not only 
unviabic but in fact produce a 
negative impact. It makes more 
sense to improve the terms of 
trade for agriculture and step up 
investment by reducing 
subsidies. _ A-93 

Peace Proposals 

The Kumaratunga proposals which 
attempt to reconstruct Sri Lanka as a 
union of regions, rather than as a 
union of peoples, may run the risk 
of falling between the cracks, 
satisfying neither theTunil 
aspirations for a homeland nor 
Sinhalese nationalist opinion. 2443 

How Farmers Invest 

Contrary trends in public and 
private fixed capital formation in 
agriculture have been consintod 
as indicative of a lack of 
complementarity between the 
two components of investment. 
Amdysis of recent data does 
ne^.Mppon thb view. A>rlA3 


While we clearly need to turn to 
oral history in order to explore 
women’s Partition memories, the 
tensions in gathering testimony 
about communal rape and the 
notion of oral history as a 
’recovery’ of a past need careful 
examination. _ 2427 

Managing Ibbewells 

West Bengal’s experiment in 
encouraging farmers to take over 
the management of state-owned 
tubewells under panchayati raj 
has been enc ouraging. _ A-117 

Communalisation of IVibais 

Hindutva demagoguery has 
effectively converted the hitherto 
non-communal tribids of Gujarat 
into Muslim-baiters, _ 2414 

Uneven Gains 

India’s crossbreeding programme 
has had an uneven impact, partly 
because of lack of selectivity in 
applying the technology. While it 
may have led to an increase in milk 
production, it has also tended to 
bring down the availability of 
draft animals. _ Avtflf 

Blinkered Vision , 

In contrast to the radial agenda of 
socio-economic Iransformtion 
in the 1930s and 1940s. the pr aa w B l 
movement for Kashmiriyat lacks 
ideology and vision. 2420 




LETTERS TO EDITOR 


Rebel in Saffron 

THE cimtnbution of M S S Pandian and 
Anandhi. ’A Rebel in Saffron’ (August 5- 
12) IS moving and memorable. Their earnest 
efiorls to bringoui beautifully the stimulating 
and salutary service of Thavathiru 
Kundrakudi Adigalar in terms oi promoting 
development and challenging the dragon oi 
communalism to establish sixrial harmony 
deserve due credit The writers could have 
pointed out the truths that the spiritual sage 
was a child ol ihe age ot the scientific and 
altruistic humanism and his lile is a 
remarkable repudiation of the ridicule 
directed ai theistic humanism that it is 
sterilising and stifling by students and 
intellectuals who boast of being ardent 
admirers and laithful followers ol Bertrand 
Russell and Karl Mars, iawaharlal Nehru 
and E V Ramasami Naickar. 

T M GlIANAPRAtlASAM 

Madurai 

Need for Vigilence 

I HOPE that the timely publication ol the 
two articles (A K N Reddy and Antonette 
D'.Sa and the other by Girish Sant. Dixit and 
Wagle, June 17) on Independent Power 
Projects (IPP) in India will clarily to some 
extent the misunderstanding, misconception 
and misinlormation about the subject These 
articles show that it is not loo late to correct 
wrong decisions, even il that may cause 
some harm in the near term Many ol the 
problems the country is facing after 
liberalisation arc a result of suggestions of 
some loreign financial institutions moni- 
tonng Ihe structural adjustment programme 
of the country. The sequencing of reform of 
the power .sector wa.s not given proper 
thought and liberalisation was undertaken 
without giving careful consideration to 
regulatory aspects of the sector. As a result, 
dillereni si.iics arc takipg different routes, 
the consci|ucnccs ol which will be evident 
only with the passage of time. Moreover, ii 
appears that the sector is not following any 
least cost expansion programme, and the 
capacity adclitions proposed under the 
liberali.sed scheme will not be able to solve 
the ha,sjc problem of the country (that of peak 
demand in the near future). Additionally, the 
slates unable to attract IPPs may have to bear 
the brunt of the new system, which may be 
worth analysing in detail. 

At this juncture, it is worthwhile noting 
that existing private companies have 
porlormed well financially, operating under 
the existing system without demanding 
excessive concessions. The justification for 
offering better operating conditions is to be 
commensurate with ihelvnefits tobc derived 
It IS to be remembered that all private 
companies (whether kical or foreign) arc 
interested in profit making, and it is the duty 
of the government to check them, and not to 
offer undue advantage toany particular group. 
Given the fact that India’s electricity demand 
wilt continue to grow in the future and the 


major multinationals will have to come to 
terms with excess capacities in their 
countries of origin, it follows quite naturally 
that there will be increased interest in India 
sooner or later, irrespective of certain 
misadventures, litis is not to deny the need 
for reform of the power sector, but reforms 
need to be well thought out and justified on 
the overall macro-economic context, and 
not just to please some people or some 
institutions. There lies the need fora vigilant 
local population and the media. 

S C Bhattacharvya 

Grenoble 

‘German Model’ 

THE FICCl’s willingness to implement 
’German Model' for training employees 
with the training costs being borne by the 
company itselfis a welcome decision.'There 
IS a need to view this as a part of vocational 
education to include the small and informal 
sectors, micro units, cottage industries, etc, 
with colleges and other institutions also 
joining this venture. In certain trades small- 
scale units can tram employees of large- 
scale units. The new set up should take care 
to protect the tnterests of craftspeople. 

Craftsworkers arc willing to share 
knowledge among family members, or at 
the most with the members of the same 
caste. This is understandable since passing 
information would jeopardise their 
economic situation. In fact the origin of 
intellectual property rights ha.s been traced 
to craft secrets. Unless their interests arc 
protected, there cannot be a flow of 
information This is necessary to upgrade 
their technology and knowledge and their 
knowledge can also be of use to big units. 
The organisation should not be monolith 
and there should sufficient space for groups 
to protect their legitimate interests. The 
structure has to be evolved in consultation 
with various groups and after weighing the 


pros and cons of various suggestions. 

Some of the existing institutions can be 
used for vocational education. The corporate 
sector has to focus on training and research 
and development. They may be given 
permission to start a few science and 
technology universities from the existing 
universities. There must be a community of 
teachers teaching various subjects and there 
must be interactions among engineers, 
technicians, craftsmen, etc. Some efforts are 
on to improve the employment potential of 
ITI'trained craftsmen. West Bengal is 
implementing a new programme to 
encourage entrepreneurs among them. This 
programme can achieve better results if the 
stu&nts arc trained under ma*'-' ''raftsmen 
in small enterprises. This would help them 
gain other skills in running an organisation. 
Again there are various vocational courses 
run by department of technical education, 
ministry of labour and welfare, UGC. private 
institutions, industries associations, etc. This 
leads to duplication of effort. 

To describe skill requirements in simple 
terms. In a small unit there is need for 
persons with multi skill in various junctions 
of an enterprise. As ihe size of the unit 
increases the nutshell component will have 
less functional areas but the skill component 
would be higher. As the size increases it 
would form a functional area into adiscipline. 
With the introduction of flexible 
manufacturing systems there is demand for 
multi-skilled persons. All the professional 
organisations should contribute free cost to 
these efforts. In Germany engineering 
professionalsconduct craft examinations free 
of cost. There is an urgent need in India to 
reorganise, consolidate to synergise the 
vanous parts of the systems. They should 
plant a Banyan tree instead of existing palm 
tree to ensure a better system. 

T S Ramnarayan 

Bombay 


Institutions 

Subscription Rates 

Inland 

(including Nepal and Bhutan) 

Six months One year 
600 

Two years 
1125 

(in rupees) 
Three years 
1650 

Individuals 

250 

475 

875 

1275 

Concessional Rates 
Teachers/Researchers 

. 

325 


900 

Students 

- 

225 

- 

- 


Concessional roles are available only in India. To avail of concessional rales, ceiiificaie from 
relevant institution is essential. 

Rcmitiuncc by money orderAsank draft/posiol order requested. Please odd Rs 14 to ouistation 
cheques towards bank coltectioo charges. 

Foreign (in US $f 

_ Air Mail _ Surface Mail 

Institutions Individuals institutions Individuals 
Pakistan. Bangladesh & Sn Lanka 80 SO 65 30 

U.SA. Canada. UK, Europe. 

Japan. New Zealand. 

Australia & Russia ISO 100 90 63 

All other countries 100 70 70 50 

All remittances to Economic and Political Waehly . . ^ - 
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High-Cost Capital 


T he Reserve Bank's credit policy for the second half of 
1995-96 is on predictable lines; it advances financial 
sector liberalisation initiated as a part of structural adjustment 
and presents monetary policy perspectives and measures 
guided by monetarism. Not surprisingly, they fail to meet the 
needs of the macro-economic situation and correct the growing 
imbalances and inequities. The vast potential for using 
institutional credit for promoting productive activities and 
hroadbasing the development process is being sacrificed at 
the altar of narrow ideology. 

As part of financial liberalisation, interest rate on term 
deposits for over two years has been freed, as has that on 
advances against term deposits beyond Rs 2 lakh, bringing it 
on par with interest rates on advances in general. The method 
of valuation of securities by banks for balance sheet purposes 
and for maintenance of statutory liquidity ratio (SLR) has 
been made uniform and the Regional Rt/fal Banks (RRBs) 
have been required to adopt new income recognition norms 
and exposure limits for borrowers, as applicable tocommerciai 
banks. Policies relating to the foreign exchange market and 
to non-resident investment have been liberalised on the basis 
of the recommendations of two separate expert/working 
groups. The limit of Rs 15 crorc on overnight open position 
for each bank has removed and the matter left to individual 
banks to decide depending on the volume and nature of 
business and the structure of owned funds, subject to RBI 
approval and maintenance of additional tier-I capital funds to 
the extent of 5 per cent of the open position limit. The system 
of granting general permission for sale of shares acquired 
under the portfolio investment scheme has been extended to 
overseas corporate bodies (OCBs); similar general permission 
has been accorded to sale by NRIs/OCBs of shares acquired 
on repatriation basis under direct investment schemes and to 
NRIs for subscribing to the memorandum and articles of 
association of Indian companies in all permissible activities, 
instead of only industrial activities as hitherto. Investors will 
now be able to open foreign currency and rupee accounts and, 
through such accounts, make inv^stmentii and repatriate 
capital, capital gains, dividend and interest income. The limit 
on refinance against government and other approved securities 
have been raised from Rs 1,025 crore to Rs 3,385 crore to 
provide larger liquidity to banks holding excess securities. 
The maximum interest rate on non-resident (external) rupee 
accounts has been raised fixun 8 percent to 10 per cent for six 
months to three years. The cash credit component in the 
maximum permissible bank finance to large borrowers has 
been further reduced from 75 per cent to dO per cent, with a 
corresptMidtin^ increase in the loan component fhmi 25 per 



cent to 40 per cent. RRBs have been permitted to lend for 
housing, subject to a ceiling. The limit on produce marketing 
loans provided by commercial banks has b^n raised. Finally, 
while a minimum period of three days has been prescribed for 
ready-forward transactions in treasury bills of ail maturities 
and a few dated government securities, banks have been 
given some flexibility in the maintenance of the minimum 
CRR of 85 per cent on a daily basis to deal with the problem 
of frequent holidays. 

A majority of these measures are obviously of an 
‘incremental’ nature and do not add up to a significant policy 
package. They are circumscribed by the primary goal of 
inflation control, using as tools M3 growth targets (15.5 per 
cent for 1995-96), the behaviour of the incremental money 
multiplier (exceptionally low at 1.59 in the current year so far 
after the already low 2.55 in the previous year) and money 
market operations. The RBI occasionally refers to the 
importance of non-monctary factors in influencing price 
movements, but such a perception plays no role in its policy 
formulation. TTiat a given target for money supply (M3) 
combined with the indirect instruments of monetary control 
such os interest rales and open market operations will somehow 
generate and transmit credit in sufficient quantities, for the 
right purposes and at reasonable rates of interest is a myth. 
There is enough evidence that the transmission mechanism 
of monetary policy is nowhere near what the authorities 
expect it to be. So what is needed is a paradigm shift from M3, 
the money multiplier and money market targets to targets for 
the size and distribution of credit. What the instruments of 
indirect monetary control have promoted is a rentier class 
whose activities scarcely stimulate productive activities in 
the real sectors. 

The RBI continues to be oblivious of the vast diversification 
of the financial system and persists with archaic notions of 
aggregate monetary control through the control of reserve 
money and the use of indirect instruments. To cite the 
example of 1994-95, scheduled commercial banks provided 
a credit expansion of Rs 39,270 crore, whereas the 
disbursements of all the financial institutions was Rs 32,890 
crorc. Non-financial companies are likely to have mobilised 
another Rs 10,000 crore of regulated deposits, apart from 
sizeable intercorporate deposits. Mutual funds other than 
Un mobilised about Rs 2,600 crore. Aggregate deposits of 
the non-banking corporate sector consisting of just 12.350 
reporting financial and non-financial companies totalled 
Rs 2,10,979 crore at the end of March 1994. when the 
outstaiKling non-food credit of scheduled commercial banks 
was only Rs 1,61,488 crore. This financial sector growth is 
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sucking vast resources of the community 
and diverting them in favour of a small 
number of non-tlnancial companies and, 
amongst Hnancial companies, essentially in 
favourofrenlicractivities.The RBI's policies 
have only reinforced these inequities and 
distortions. What the situation calls for is a 
careful monitoring of the end-use of insti¬ 
tutional credit by medium and large-.scale 
industries as well as financial companies. 

These broader issues apart, even the R BI's 
review of the monetary and banking scene 
leaves much to be desired, particularly of 
bank deposit and credit expansion. In the 
first place, the RBI’s thinking on monetary 
trends is clouded by the year-end bulge. 
This is now a perennial phenomenon, if 
scheduled banks' aggregate deposits bulged 
up by Rs 20,161 crore(a6.l pcrcentaddilion 
to the base of March 31, 1994) in the last 
fortnight of March 1995 (March 17 to 31), 
there had been almost an equal bulge of Rs 
18,097 crorc (a 6.4 per cent addition) in the 
la.st fortnight of March 1994 (March 18 to 
March 31). The year-end buIgc gels adjusted 
in the following weeks, though the process 
of adjustment may differ from year to year. 
Besides, it is known that a significant 
proportion of the year-end bulge is due to 
the systems of utilisation of funds in the 
public sector and of interest crediting or 
debiting on deposit or loan accounts, in such 
a situation, the tabulation of monetary 
statistics deserves to be entirely done on 
March 31 basis, in which case the misleading 
nature of the underlying monetary trends 
will get corrected. This is evident from the 
fact that the increase in M3 between 
March 31.1994 and March 31.1995 at 17.4 
per cent turns out to be the same as that 
between March 18. 1994 and March 17. 
1995 at 17.5 per cent. When this is done, 
monetary growth this year so far at Rs 13.641 
crorc (2.6 percent) turns out to be lower than 
Rs 17.144 crore (3.8 per cent) in the 
comparable period last year. In fact, the 
reserve money growth has been considerably 
lower at Rs 8.599 crorc (5.1 per cent) 
compared with Rs 13.693 crorc (9.9 per 
cent) in the corresponding penod last year. 

One almost suspects that there is some 
attempt tocrcate a .scare in regard to monetary 
growth reflccling the authorities’ narrow 
demand management perspective. Though 
the economy has enjoyed a run of normal 
monsoons for eight succc.ssivc years and 
industrial output is poised for brisk growth, 
there is an attempt to generate fears about 
monetary trends based on the rise in net RBI 
credit to the centre. That central government 
finances arc in disarray and the RBI has been 
bailing it out cannot be denied. But there are 
situations when, despite the sizeable 
monetised defici t. the overalI monetary scene 
need not nece.ssarily seem excessively 
expansionary in relation to the real growth 
prospects. In 1995-96 overall trends suggest 
that M3 growth within the targeted 15.5 per 
cent, with a good part of even this growth 
attributable to a possible nse in portfolio 
investments by Fils. 
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This brings us to the third kacuna in the 
RBI’s thinking. However one looks at it, 
there is considerable sluggishness in deposit 
growth this year. This was the case last year 
as well, if the deposit growth attributable to 
foretgn portfolio inflows areexcluded. There 
has been, in other words, a crisis in domestic 
saving. Aggregate deposits of scheduled 
commercial banks rose by Rs 319 crore (0.1 
percent) between March 31 and September 
15,1995 as against an increase of Rs 7.637 
crore (or 2.3 per cent) in the corresponding 
period last year. The rise in deposits of Rs 
12,538 crorc between June 23 and September 
15,1995 as compared with an increase of Rs 
13,336 crore in the comparable period of 
1994-95 has also coincided with a sudden 
improvement in foreign portfolio inflows 
since June. Even so, deposit growth is far 
below the target of Rs 65,000 crore (I7‘per 
cent) set for 1995-96; the year’s expansion 
IS unlikely to be more than Rs 45,000 crore 
(11.6 per cent), the lowest in history. If there 
is a .scare in the monetary and banking scene 
today, it is over the extreme sluggishness in 
bank deposit growth with its serious 
implications for the availability of bank 
credit, particularly at a time when 
government borrowing is absorbing sizeable 
resources from the market. The RBI ts merely 
hoping that deposit growth will gather 
momentum in the coming months as the 
secondary effects ot the past primary money 
growth; there is no hope of any acceleration 
in the primary sources of deposit growth. 

From the above angle, the RBI’s 
assessment of recent bank credit expansion 
is seriously flawed on two counts; first, the 
expansion has not been as large and fust as 
has been made out and. second, the RBi’s 
has been silent on the banks’ unwillingness 
to extend to the priority sectors their sharcof 
bank credit. The RBI argues that the growth 
in non-fo(xi credit in the current financial 
year so far “has come on top of an already 
large creditexpansion during 1994-95 which 
was significantly higher than warranted by 
ihcouiputgrowth’’.The increaseof Rs 36,029 
crore (23.5 percent) in non-food bank cradit 
between March 18, 1994 and March 17, 
1995 or of Rs 37,798 crore (23.4 per cent) 
between March 31, 1994 and March 31. 

1995 took place after the persistent reluctance 
of banks to extend credit in the previous 
years. In 1993-94 (on reporting Friday basis) 
non-food credit expansion had bnn only Rs 
8,272 crore or just 5.7 per cent. It is true that 
in that year the bigger companies had 
alternative sources of finance such as 
commercial paper (CP), large equity and 
debenture issues and the sudden availability 
of GDRs and other offshore funds. Among 
these, the issue of CP hasdropped drastically 
in 1994-95, outstanding CP declining from 
Rs 4,511 crore in August 1994 to R»603.50 
crore as of March 31,1995.'There have also 
been restrictions placed on the deployment 
of funds obtained through GDRs and other 
foreign sources. 

In a growing economy, a prydulkion 
elasticity of bank credit of about is 


realistic. ‘Ilfterefore^'an avwiigis 
about 20 to 22 per cent in institutional credit 
when the economy has an industrial growth 
rate of over 8 per cent combined with an 
inflation rate of 9 per cent seems hardly 
excessive. This includes credit extended to 
public sector undertakings (PSUs) which 
have been starved of funds from budgetaiy 
sources. By this yardstick, the rise in credit 
this year or in the past two years cannot be 
considered too large. However, what is 
certainly discouraging is the drastically 
reduced share of bank credit going to the 
priority sectors. 

Against this background, the RBI’s 
attempts to provide additional liquidity 
through refinance against government 
securities and freeing long-term deposit rates 
so as to assist resource mobilisation by 
banks do not meet the reqi''r"r.ii..ii» of the 
situation. The first measure may help banks 
acquire liquidity against thcirexcess holdings 
of government securities, but what about the 
credit needs of the priority sectors? Some 
amount of refinance linked to priority sector 
advances would have sent the right signal to 
banks. As for the freeing of interest rates on 
long-term deposits, the overall impact is 
likely to be adverse. 'The financial sector 
developments of the past few years have 
raised the cost of capital in the economy 
quite significantly for the government, for 
public sector infrastructure projects and for 
private sector enterpnsrs, particularly the 
small and medium ones. Measures of this 
nature tend to influence the cost of capital 
far beyond the marginal amounts mobilised 
at the free rates of interest. Despite some 
reduction in the inllation rale, the deposit 
rate up to two years has been kept at 12 per 
cent which is a high real rate of return for 
savers who save in the form of bank deposits. 
It is now accepted that high interest rates do 
not augment the overall size of domestic 
saving, but only shift saving from one 
instrument to another. In any case, it is sure 
to be counterproductive as it tends to raise 
the cost of capital all round. For a while, 
higher interest rates may help banks to offer 
some competition to non-banking financial 
companies and this may in turn help raise 
banks’ subscription to government securities* 
(there is a large backlog of government and 
PSU borrowing). But in the process the yield 
expectations of the banks and the market in 
general will be further stimulated. The 
government, the PSUs, and private sector 
borrowers will all have to bear a further 
addition to their already high costs of 
borrowing. 

’MILK MIRACLE’ 

Rise of Superstition 

THE well organised ’miracle’ of dirinking 
of milk by stone images of Ganesha and' 
other Hindu idols in major cities of India 
which was witnessed recently, apart fix>m 
suggesting the fully developed network and 
communication stnuegy prepared by thr^ 




petpetratw* of the h<Nu, also indicites ^ie 
more ominous trend of the increasing hold 
of superstitious beliefs on the minds of 
urban educated people. The crowds which 
queued up before temples in Delhi, Bombay, 
Calcutta and other cities to feed the idols 
consisted of middle class housewives, 
businessmen, industrialists, bureaucrats, 
professionals like teachers and lawyers and 
young college students. These are the people 
who are supposed to lead India to the 21st 
century and carry out the fundamental duty 
(as defined by our Constitution) to “develop 
the scientific temper, humanism and the 
spirit of inquiry and reform”. 

The fact that the ‘miracle’ occurred on 
(he same day (September 21), and that also 
only in the major metropolitan cities and 
towns of India, and a few international 
capitals like London, New York and other 
places inhabited by a large chunk of Indian 
Hindu middle classes (but not in the remote 
corners of the vast Indian countryside) 
proves the point made by sceptics that the 
supernatural miracle could happen only in 
those places which enjoyed STD and ISD 
facilities. In other words, the organisers of 
the ‘miracle’ could reach their contacts to 
spread the message of the supernatural, 
only through the most modern scientific 
channels of communication. Such 
widespread and expensive channels could 
be accessible to no ordinary prankster, but 
only to well-funded and organised groups, 
^ and the needle of suspicion naturally points 
at powerful godmen with connections, like 
Chandraswamy, and organisations such as 
ihe ‘Sangh Parivar’. Incidentally, both have 
claimed credit for the ‘miracle’ 

But whoever might have brought about 
the ‘miracle’ easily shown to be a hoax 
relying on capillary attraction by which a 
liquid is drawn along a narrow tube, 
Ganesha’s trunk in the pre.scnt case - 
among other similar rational explanations), 
their main strength lay among the gullible 
educated Indian middle classes, whether in 
Delhi or London, whose superstitious minds 
had no patience to suspend judgment in the 
presence of any unfamiliar phenomenon, 
but were impatient and all too ready to 
accept such events as magical evidence of 
the spiritual powers of the Hindu deities. 
Sanction for the middle class frenzy over 
the ’miracle’ was manifest even in most of 
the national English newspapers, which not 
only decided to choose the event for their 
main first page lead the next day, but also 
allowed some of their reporters to send 
despatches which betrayed their sneakirtg 
belief in the ’miracle’. 'Iliis was something 
which could not be imagined in these 
newspapers even a decade ago. In the recent 
past, such ‘miracles’ (usually reported from 
obscure villages or towns, where one off 
and on heard of some image of Kali or 
Durga suddenly becoming ‘alive’ and 
showering blessings or curses, on people) 
were treated in newspaper coverage in the 
national prpss tivith a l^lthy distrust and 


' jhwritoriw* disdain. Becausb of ddt 
public ridicule in newspapers, those among 
the uiban Indian educated classes who 
nurtured superstitious beliefs probably took 
care to confine their practices within the 
four walls of their homes, and rarely dared 
to come out in the open in public displays 
like the one which we witnessed during the 
‘milk miracle'. 

Another deterrence to such exhibition of 
’miracles’ in cities in public in the past by 
the Hindu middle classes could have been a 
conscious opposition by the Leftand secular 
forces and intellectuals who made 
determined efforts to demystify such events 
and reduce the rumour-mongers to a 
laughing-stock in society. Today such 
organist efforts to educate the ‘educated’ 
urban middle classes in scientific tem¬ 
perament are feeble. The rise of religious 
obscurantist forces at the helm of political 
and social agitations in India has relegated 
to the background efforts at encouraging 
scientific inquiry and has instead paved the 
way for the reinforcement of religious 
superstitions, which arc gaming 
respectability even among the educated. It 
is not coincidental that a group of Delhi 
lawyers have decided to sue Doordarshan 
for carrying an interview with a cobbler on 
the day of the ‘miracle’ who in an innocent 
gesture demonstrated how even the 
appliance he used for mending shoes could 
absorb any liquid served to it. The lawyers 
h^e complained that this hurts their 
religious feelings since itcomparcs Ganesha 
with the equipment used by an untouchable 
cobbler. 

The ‘milk miracle’ - concentrated in 
urban India - indicates the gradual retreat 
of scientilic inquiry and its replacement by 
the recrudescence of medieval superstitious 
beliefs among the educated middle classes 
which, disillusioned with secular and 
democratic ideologies and bereft of any 
alternative and convincing programmes 
within those frameworks, are today seeking 
security and solace in ‘miracles’ provided 
by religious charlatans. 

BALANCE OF PAYMENTS 

‘Lost’ Transfers 

THE Annual Report of the Reserve Bank 
highlights, and quite rightly, the substantial 
step up in the surplus on account of the 
invisibles between 1993-94 and 1994-95, 
from $ 970 million to $ 1,864 million. Also, 
it underlines that “the dominant feature in 
the invisibles account in 1994-95 was the 
large increase in private transfer receipts, 
which comprise mainly remittances from 
Indians working abroad”. Private transfer 
receipts in 1994-95 are estimated at $ 6.2 
billion compared to$ 3.8 billion in 1993-94 
- no doubt, an increase worth underlining. 

The question which immediately arises is 
why despite an increase in the inflow of 
private transfer receipu to the tune of S 2.4 


, the nef ^|utp)usoii 

invisibles acroum in 1994^ was by only 
$ 0.9 billion ($ 1,864 mn minus $ 970 mn). 
Where did the balance of the increase in 
private transfer receipts get dissipated? 

The single most important factor which 
seems to have contributed to the failure of 
the surplus on invisibles account to reflect 
fully the increase in private transfer receipts 
was that while in the past payments on 
account of transportation very nearly mat¬ 
ched receipts on that account (in 1993-94 
receipts were marginally larger than 
payments) in 1994-95 payments ($ 3 billion) 
exceeded receipts ($ 1.46 billion) by a big 
margin. While between 1993-94 and 1994-95, 
payments on account of transportation 
increased by $ 0.77 bi llion, receipts declined 
by $ 0.87 billion. Such a major reversal in 
regards to transportation should have 
warranted some explanation. However, the 
RBI chooses to virtually sidestep it, giving 
the impression that it saw nothing 
particularly extraordinary in what had come 
about in the matter of transportation receipts 
and payments in the country’s invisibles 
account - which, to say the least, is 
inexplicable. 

It is also noteworthy that between 

1992- 93 and 1993-94 receipts on account of 
transportation had register^ an increase on 
137 per cent, from $ 0.98 billion to $ 2.33 
billion, whereas payments on that account 
increased by 52 percent, from $ 1.49 billion 
to $ 2.25 billion. But between 1993-94 and 
1994-95, as noted already, exactly Ihe 
opposite seems to have happened and in the 
process created an adverse balance of S1.56 
billion. 

The other two heads under which changes 
between 1993-94 and 1994-95 called for 
greater elucidation than is forthcoming in 
the Annual Report are 'miscellaneous 
invisibles’ and ‘inveslmcnt income’. The 
former, as the report puls it. is a 
‘heterogeneous category’ which, on the 
receipts side, accommodates ‘earnings on 
international sales of financial and non- 
financial services’ in addition to 
‘unidentified or wrongly reported trans¬ 
actions’ and on payments side accommo¬ 
dates items ‘comprising management fees, 
royalties, rentals, fees for professional 
services and the like’. Interestingly, items 
accommodated on the payments side are 
such as could justifiably be considered 
investment related, though not, strictly 
speaking, investment income. Between 

1993- 94 and 1994-95, investment related 
miscellaneous payments increased by $ I 
billion (from $ 2.1 billion to $ 3.1 billion) 
and investment income outgo increased by 
$ 0.7 billion (from $ 4.3 billion to S 5 
billion). According to the RBI. the former 
increase reflects ‘the liberalisation in the 
payments regime’. The latter increase is, 
however, not considered deserving of any 
explanation, but it obviously is on account 
of increased external borrowing as al^o 
larger outgo on account of dividend 



inihcr payments on foreign direct investment. 
It should not go unnoticed that whatever 
increase is registered in receipts from the 
sale ol linanci.il and non-financial scrvicc.s, 
which prcsumahly include export of 
sotiw.irc, gets practically totally absorbed 
b\ the incrc.ised payments on account of 
’the liberalisation in the payments regime’ 
or interest charges payable on increased 
external borrowing, mosi ol which has gone 
into accumulation ol lorcign exchange 
reserses 

IX)BA('CO 

Export Syndrome 

IN I99.t the Economic and Social Council 
ol the United Nations (ECOSOC) passed a 
resolution expressing concern about the 
serious health ellecis of tobacco use. it al.so 
suggested that the economic efiecl.s of 
reducing or eliminating tobacco production 
III tobacco producing countries needed to be 
critically examined and viable alternatives 
evolved In response to the resolution, the 
UNCTAD undertook a study on the 
’Economic Role of Tobacco Production 
and Exports in Countries Depending on 
Tobacco as a Major Source of Income'. The 
report IS an excellent example of how 
structural adjustment is being facilitated 
through the clforts of a multiplicity of 
international organisations 
While the health consequences of tobacco 
use arc of course a major concern, there is 
no disputing the fact that the crop is of 
immense commercial importance in many 
counines That the UNCTAD should be 
concerned about the economic effects of a 
slowing down of tobacco use on developing 
countries is not in it.sclf surpnsing. The 
study in fact reveals interesting facts; Brazil, 
Bulgaiia, China, Malawi and Zimbabwe are 
the developing countries (the east European 
countries are included in this category) 
which have annual exports of tob<U'co leaf 
and manufactures of more than $ 300 million. 
Tobacco accounts lor 73 per cent of Malawi ‘ s 
and 41 per cent of Zimbabwe’s export 
earnings and these exports constitute 13.9 
per cent and 6.2 per cent of their GDP 
respectively. Tobacco accounted for 36.8 
per cent of agricultural income inZimbabwe 
in 1994 and the share is nsing. Because 
tobacco is taxed, it accounts for a significant 
proportion of government revenues in the 
major tobacco growing states. The report 
also details the employment structure in 
tobacco. In Brazil, for instance, one hectare 
of tobacco prixluction requires an average 
207 worker-days of labour. In Zimbabwe 
tobacco accounts for one-lhird of all 
agricultural labour and 10 per cent of the 
national labour force. 

What IS conspicuous in all this is the 
general assumption that export earnings in 
these countnes are of such significance 
that nothing, not even the health and 
environmental consequences of tobacco 
consumption and, to the tobacco growing 
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countdes, of its produclldn, are to be 
considered important enough to justify 
curtailing its growth. In keeping with this 
narrow focus, the report tends to ignore or 
undcr-empha.sisc i.ssucs such as the politics 
of land use. the hold of multinational 
corporations, the pressure on third world 
countnes to increase export earnings as an 
importani component of structural adjust¬ 
ment programmes, etc. The concluding 
section of the report refers to the issue of 
profitability to farmers of growing tobacco. 
.Surveys (sponsored by the International 
Tobacco Growers’ AssiKiation) in Brazil 
and Malaw i show that tobacco, in spite of 
the high costs per hectare, is the most 
profitable crop, superior to maize, sweet 
potatoes and beans in Brazil and rice, maize, 
groundnuts, cotton and wheat in Malawi. 
Interestingly, the study did not include tea, 
sugar or coffee, all major export crops. A 
similar situation exists in Zimbabwe. In 
other words, on the basis of this one study 
the report underlines the fact that getting 
farmers to move away Irom tobacco would 
affect their incomes. Even worse is its 
perception of what a shift of land use from 
the tobacco crop lo traditional food crops 
would mean. To quote, "more production of 
the latter (food crops] would need outlets 
either in more consumption by a country’s 
population, substitution of domestically 
produced for i mports or by exports to foreign 
markets”. To stale that ’’there is scope for 
improving food consumption” in Zimbabwe 
and Malawi is to mock at the dire levels of 
malnourishmcnt and poverty in these and 
other tobacco exporting third world 
countnes. There is also no mention of the 
intensive and extensive hold of the tobacco 
multinationals on the tobacco growing 
countries and the extent of repatriation of 
funds which occurs or of the fact that in 
many of thc.se countnes multinationals play 
the role of absentee landlords dictating the 
type and variety of tobacco to be planted, 
the chemicals and fertilisers lo be used, the 
curing methods to be adopted, etc. 

Also interesting is the fact that legislation 
controlling tobacco consumption is being 
opposed by the powerful US tobacco lobby. 
In fact under the WTO agreements, nations 
such as Canada, which have stringent 
requirements on cautionary notices to be 
displayed on the packaging of tobacco, are 
finding that they may become defaulters 
unless they go slow on tobacco control. 

Clearly, if tobacco consumption, which 
according to an opening statement in the 
UNCTAD report gives nse to an annual loss 
of $ 2(K) billion through mortality and 
morbidity, is to be cunailcd, it has to be 
delinked from the issue of export eamjngs. 
In other words, as long as the compulsions 
of structural adjustment demand that export 
industries be gjven undue emphasis, there 
will be less and less room for such factors as 
health consequences of the.se industries to 
workers and to consumers everywhere and 
the environmental impact to determine 
agricultural and industrial priorities. 
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In TVue Colours 

THOUGH the Periyar Mela organised by 
the Bahujan Samaj Party (BSP) failed to 
draw large crowds to the Pari vartan Chowk 
in Lucknow, it enabled the BSP to reaffirm 
its distinct ideological identity vis-a-vis its 
supporter, the Bharatiya Janata Party (BJP). 
This is the second occasion within a span of 
one month wlien the BSP has succeeded in 
having its own way in the face of the Sangh 
parivar’s opposition. In August the VHP 
had to considerably tone down its proposed 
programme of ‘mahayagnya’ in Mathura 
once the resoluteness of i4ie slate 
government in maintaining law and older 
became clear. This time, the VHP threatened 
an ’andolan’ against the Periyar meia. 
Periyar. remembered for his anti- 
brahminicai tirades, had eulogised Ravana, 
rather than Ram, as the epic hero. Thus the 
holding of the mela was like adding salt to 
VHP’s wound. 

Though the BJP. in lending support to the 
BSP government, had expected to project a 
pro-dalit image of the party, the recent 
chain of events seems to have put it on the 
defensive. EIcctoraUy, the BJP, which 
already has SI MPs from the state, is finding 
it hard to negotiate with the BSP’s demand 
for half of the 85 Lok Sabha seats. Yet, 
displeasing the BSP in any way might push 
it towards the Congress or the Samajwadi 
Party, both of whom arc keen to rebuild 
rapport with the BSP. Secondly, setbacks, 
such as the Mathura retreat or the Periyar 
mela. can have a demoralising effect on the 
BJP’s rank and file. The BSP’s resolve to 
restart its caste rallies is going to create 
hurdles in the way of the VHP’s ’ekatmata 
yatras’ beginning from October. Moreover, 
Kalyan Singh, perturbed at the possibility 
of the growth of the BSP’s influence through 
its caste rallies, finds his position as the 
leader of backward castes in the state 
threatened. His outburst that the BJP is not 
the ’bandhua mazdoor dal’ (bonded labour 
party) of the BSP stems from his growing 
frustration. 

The Periyar mela also exposed the 
opportunism of the BJP. On the second day 
of the mela Kanshiram reopened his diatribe 
against Gandhi. A year ago when Mayawati 
had launched a similar attack on Gandhi the 
BJP had vociferously demanded that the 
Congress should withdraw its support to the 
SP-BSP government. Now placed in a 
similarsituation, the BJP finds Kanshiram’s 
remarks not sufficient ground lo withdraw ; 
its support to the Mayawati government In 
Maharashtra, the BJP has formed a coalition 
government with Shiv Sena whose chief, 
Bal Thackeray, has repeatedly expressed 
his admiration for Nathuram God.se, the 
assassin of Gandhi. By focusing on 
Ambedkar, Periyar and Shahu in the Hindi 
heartland of UP, which lacks a nttive 
tradition of dalit heroes, the BSP hiu forced; 
the BJP to come out in its true wfouls. 
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CURRENT STATISTICS 


EPW Research Founiiatioii 


Net houceholdstviog in financial useuai percent of GDP(alcuiremnMifcet prices) which roM from 8.1 percent in 1992-93 to 10.7 percent ill 1993-94 declined 
to 10 percent in 1994-9.5. Bank deposit! have declined by Ri 647 crore so farthis year over March 31,1995 against arise of Rs 9,084 crore in the corresponding 
perii^ last year. M3 growth has been sizeable despite this, due to currency espansion on account of the sharp nse in net RBI credit to the centre Fores assets are 
continuing to fall despite a nse in RIs' portfolio investment dunng June-August. With the RIs' renewed interest, the Senses has shown a 2.2 percent increase 
in the past one monih. 

Macroeconomic Indicators 


Index Numbers of Whoiculc 
Prices (I98l-g2eil00) 


All Commoditws 
Primary Aniclu 
Food Anictes 
Non-Food Articles 
Fuel, Power, tight and Lubneanis 
Manufactured Products 
Food Products 
Food Index (computed) 

Ail Commodities (Average Basis) 
(April-,Sepi 09. 1995) 


Cost of Living Indices 


Industrial Workers (1982=100) 

Urban Non-Man Emp (1984-85=100)* 
Agri Lab (July 60 lii June 61 = 100) 

* for 1994-95 


Weights Sept 09, 
1995 


Vonaiion (Per Cent): Point-to-Point 
1 Fiscal Vear So'Pir I«4-W IW 


Month Latest Previous 1495-% 1W4-95 

•100.0 


0.6 

8.4 

9.3 

4.0 

5,9 

10.4 

10 8 

7.0 

13.6 

32 3 

306 4 

0.8 

8.5 

10.5 

49 

9.0 

12.7 

li.S 

3.0 

1.1.3 

174 

338,3 

08 

7.0 

8.1 

78 

128 

11.9 

4.4 

5 4 

20.9 

10.1 

324.3 

1.0 

11.3 

170 

02 

40 

15 5 

24 9 

-1.4 

8.1 

10 7 

284.3 

0.0 

1.6 

62 

-0 1 

0.6 

24 

13.1 

15 2 

1.3.2 

57.0 

293,2 

0.6 

96 

9 1 

42 

5 2 

107 

9.9 

79 

12.6 

10 1 

282.2 

05 

2.3 

7.7 

36 

9.4 

8.1 

12 3 

68 

10,2 

27 5 

317.7 

07 

5 4 

80 

64 

11.7 

10.6 

70 

5.8 

17.1 

100.0 

292 5 

_ 

98 

10.1 

9,0 

11.3 

10 9 

8.3 

10 1 

13.7 


Latest_ Vanalion (Per Cent) Poinl-lo-Point _ 

Month Over Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Month Ijitesi Pievious 1995-96 1994-95 


II 4 

II 1 

68 

5 2 

9.7 

99 

6 1 

99 

83 

99 

83 

9.9 

8,3 

6.8 

14 5 

13 4 

67 

3 1 

106 

116 

07 


Money and Banking (Rs crorc) 


•Sept 01. 
1995 


Variation 


Money Supply (M,) 

Currency with Public 
Deposits with Bonks 
Net Bank Credit to Govt 
Bank Credit to CommI Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Cenlie 
.Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 

All monetary 


542791 566(0 1) 

1062.54 -1682 (-16) 
429177 2187 (0 5) 

2.39189 -3894 (-1 6) 
29171'^ -452 (-0 2) 

72990 - 589 (-0 8) 

176108 117(0 1) 

111994 -.539S(.4 6) 


11989 (2 3) 
5465 (5 4) 
2544 (0.6) 
'1677.3 (7 5) 
2061 (0 7) 
-29.34 (-3.9) 
6829 (4 0) 
13081 (13 2) 


14.309 (.3 2) 
4798 (5 9) 
8272 (2 2) 
7656 (.3.7) 
-2934 (-1 2) 
11.5.38 (21 9) 
7685 (5 5) 
-4.3.54 (-4.5) 


78617 (17 4) 
18806 (22 9) 
.58956 (16 0) 
16325 (7.9) 
44991 (18.4) 
2.3298 (44 .3) 
.30607(22.1) 
21.30(2.2) 


73.307 (19.3) 
14170 (20.9) 
57925 (18 7) 
28315 (15.9) 
17147 (7.5) 
27674 (110 9) 
27893 (25 2) 
260 (0.3) 


386212 2131(06) -647 (-02) 5767 (1 7) 53630(16 1) 52144(186) 

212497 334 (02) 9.37 (04) -.3041 (-1 8) 406.38 (23 8) 11566(7,3) 

198995 W)3(03) -290(-0 1) -4660(-29) .37797 (23 4) 887.5 (5.8) 

155535 1524 (10) 6282 (4 2) 1278 (9,4) I.3%5(I03) 28641(26 9) 

and banking data presenicd here are based on March .31 figures alter closure of govemnieni accounts 


.50916(15.5) 
7111 (11.7) 
4.3,377 (16.3) 
18657 (11.7) 
.30187 (15.3) 
3726(17 6) 
11274 (II .3) 
4257 (4 6) 

.39017 (16.1) 
2.37.57 (17.5) 
21684 (16.6) 
16820(18.7) 


Index Numbers of Industrial Weights 
Production (1980-81 = 100) 


.Average for Full Fiscal Years , . _ 

1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


General Index 
Mining and Quarrying 
Manufacturing 
Elecincity 


100.0 2.524(134) 2506(84) 231.1(5.6) 218.9(2.3) 213 9(0.6)212.6(8,2) l%,4(86) 180.9(8.7) 166.4(7 3) 

11.5 2.35..5(15,3) 245 8(6.3 ) 231 2(3 4) 223 7(0.6) 222 5(4.5)221 2(6.3 ) 211 6(79) 199.1(3 7) 184.6(6 2) 

77 1 243 3(136) 2418(8.81 222.3(5 5 ) 210,7(2 2 ) 206 2(-0.8) 207 8(8 9) 190 7(8,6) 175 6(8.7)-l61.5(7.9) 

114 330 8(113 ) 3146(85 ) 290,0(7.4) 269.9(5.0) 257.0(8 5)2.36.8(7 8)219.7(10 9) 198 2(95) 181(7.6) 


9.7 
7003 

2.7 
18538 

7.1 


Household Saving in 

Financial Assets (Rs crore) i 

1994-95 

iPrelimnary) 

199.3-94 

(Prov) 

1992-93 

(Prov) 

1991-92 

1990-91 

1989-91). 

1988-89 

1987-88 

1986-87 

Gross Financial Assets 

1209.31 

960.33 

73676 

70851 

.56858 

49121 

39958 

36106 

31849 

Per cent of GDP at current market prices 

13 3 

12.2 

10 5 

IIS 

106 

108 

10 1 

108 

109 

Financial Liabilities 

.30196 

12247 

16513 

8867 

10482 

119.54 

12778 

9286 

8513 

Per cent of GDP at cuiiem market pnccs 

3.3 

1,6 

24 

1 4 

20 

26 

3 2 

28 

2,9 

Net Household Saving in Financial Assets 

90735 

8.3786 

.5716.3 

61984 

46376 

.37167 

27180 

26820 

23336 

Per cent of GOP at current market prices 

' 100 

107 

8 1 

10 1 

87 

8 1 

69 

8.0 

80 


Forrigu Trade 


alalive tor 
1995-96 


xl Year.V) 
1994-95 


1994-9.5 


Full Fiscal Year Vanattons _ 

1993-94 1992-93 1991-92 1990-91 


Bxpoils: Rs cfofc 
US Iron 
Imports: Rs crore 
USSmn 

Non-POL US Smn 
Balance of Trade: Rs crore 


305.37 (.30.0) 
9724 (29,9) 


23490 (8 3) 
7488 (8.3) 


35329(39,4) 253.53(100) 
112.50(39.2) 8082(9.9) 


USSmn -702 


91.30(44,1) 

-4792 

-1526 


6.139(196) 

-1873 

-594 


Foreign Exchange lUnerves 
(excluding gold) 


Sept 1.5, Sept 16, Mar 31, 
1995 199,4 I9W 


82330(18.4) 69.547 (304) 53688 (21 9) 44042 ( 35 3) 32553(17 6) 

26233 (I8..3) 22173(204) 185.3713 8) 17866 (-1,5) 18143(9,1) 

88705 (21.8) 72806(157) 63.375 (.32 4) 47851 (10 8 ) 43193 (22 0) 

28251 (21.7) 23212(68) 21882 (12 7) 19411 (-19.41 24073 (13 2) 

225.18 (29.1) 174.56(10,6) 1.5782 (I2..3) 14047 (-22.2) 18045(3 1) 

-6375 -3259 -9687 -3809 -10640 

-2018 -10.39 -3.345 -1545 -.5930 


_VaoattonQyjii__- - 

h Year Fiscal Year So F ar 1994-95 199.3-94 1992-9.3 1991-9: 

Ago 1995-96 1994-95 


Rsetote 

60797 

.%526 

66028 

-934 

m 

USSmn 

18968 

18151 

20816 

-82 

1 



1992-93 

1991-92 

5385 

1022.3 

731 

.338 3 


1995 























Capital Market 

Share Price Index 

Sept 22. 

Month 

Year 

1995-96 .So Far 

1994-95 

1994-95 

End of Fiscal Year 1 


1995 

Ago 

1994 

Trough 

Peak 

Trough 

Peak 

1993-94 

1992-93 

1991-92 

BSE sensitive index (1978-79=100) 

.3444 

3.370 

4452 

3015 

3557 

3233 

4631 

3261 

3779 

2282 

4285 


(-22 6) 


(63 4) 





(-13,7) 

(65,7) 

(-46.8) 

(266.9) 

National index (1983-84=100) 

157.1 

1551 

2115 

1482 

1691 

1.572 

2176 

1606 

18.10 

1021 

1968 


(-25,6) 


(62 1) 





(-12.2) 

(79.2) 

(-48.1) 

(234.1) 

BSE-200 (1989-90= 100) 

.149 

.149 

505 

.135 

385 

360 

497 

368 

450 

234 

585 


(-30.9) 


(56 8) 





(-18 2) 

(92.3) 

(60.0) 

(267.9) 

BSE Dollex( 1989-90= 100) 

171 

t81 

268 

179 

204 

191 

280 

195 

239 

125 

376 


(-36.2) 


(56.7) 





(-18.4) 

(91.2) 

(-66.8) 

(I78..5) 

P/K Ratio (Month Average) 




Oiaiier Ending 


End of Fiscal Year 



June 95 

May 95 

June 94 

Dec 94 

Sep 94 

June 94 

Mar 95 

Mar 94 

Mar 93 

Mar 92 

Mar9l 


BSE sensitive index 

2.16 28 


.14 7 

45.8 

51 

National index 

26 4 32 


.18 6 

47 6 

51 


I 


304 

46 8 

.34.7 

46.9 




BSE Turnover (Rs crore) 


Apnl-Au^ust 
rwS-% l'»4-<>5 


_EaljFissaLYeaif... 

I<»2-9T 1991-92 


1989-90 


Specified shares 

2031 29 

Non-specified shares 

1812 19 

Total 

.1843 48 

Average daily turnover 

227 2 

No of working days 

17 


Market CapitatUaiion 

(Last working day) (Rs crorc) 


I* 455115* 


BSE listed companies 456781* 455115* ,17 

(22 5) (I 

too National indcx-ba.sed scrips 141656 1.176.14 17 

(-20 5) ( 

* Data pePains to May 95, April 95 and May 94 respectively 



End of Fiscal Year 

"Mar 95 “ 'Mar 94 ' Mar 9.1 ‘ “Mar 92 


4.1.5481 .144462 189405 .10.5987 

(26 4) (819) (-.18,1) (-) 

141261 146176 7.1075 112041 

(-15) (100.0) (-.14 8) (198 3) 


Capital issues 

ApnI-July 
1995-96 1994-95 

(April-Feb) 
I9T4-95 

Full Fiscal Year 
1993-94 1992-93 

1991-92 

Sepi 94 

Ouaner Endinit 
June 94 Mar 94 

Dec 93 

Capital issues cicared/approved by SEBI 










Amount (Rs crore) 

6048.1 

5935.9 

26701 

19810 

21221 

19402 

1823 

1205 

803 

1678 

Number of issues 

3160 

428.0 

1749 

1217 

1331 

1263 

100 

103 

135 

125 

Capital issues launched 











Amount (Rs crore) 

6660 5 

4606 0 

19803 

23275 

19825 

5757 

1748 

980 

15.11 

4375 

Number of issues 

454 0 

444.0 

1461 

1112 

1037 

517 

148 

97 

1.18 

86 


Investment by Foreign Institutional Investors (FIIs) in Secondary and Primary Markets (for each month) 


Month 

NoofRegdFlls 

(Cumulative) 

Gross Purchases_ 

Rs Cr US $ inn 

Gross Sales_ 

Rs Cr US $ mn 

_Net Inve-stmeni_ 

Rs Cr US $ mn 

Cumuiaiive Net Inves- 
nH;nt@ US $ mn 

Prior 10 Jan 1994 








777.8* 

January 1994 

1,36 

1288 6 

4157 

54 0 

174 

1234 6 

.398 3 

1176 1 

June 

199 

1029 1 

332 0 

274 2 

88 5 

754 9 

243.5 

2348.0 

September 

229 

647 4 

208 8 

201 8 

6.5,1 

445.6 

143.7 

2717.3 

D^eniber 

281 

363 7 

115 9 

316 2 

100.8 

47.5 

15.3 

.3027.9 

January 1995 

286 

46^0 

153 5 

.325 0 

105 5 

140 0 

44.8 

.3099.7 

February 

302 

402 4 

128 3 

201 7 

64.3 

200 7 

64.0 

3104.2 

March 

308 

362 6 

115 8 

182.3 

58 2 

180 3 

.58 2 

3266.6 

April 

312 

362 6 

1170 

182 3 

58 8 

180.1 

58.2 

3266.0 

May 

318 

4.30 3 

1.18.8 

2192 

70 7 

211 1 

68 1 

3338.3 

June 

323 

582.8 

188 1 

226.5 

73 1 

3.56 3 

115.0 

3448.5 

July 

323 

8.57 6 

276 8 

202.8 

65 5 

654.8 

211 2 

3663.3 

August 

.323 

751.7 

242.4 

186.8 

60.2 

564,9 

182.2 

3846.5 

@> Inclusive of lale reporting which 

IS noi incorporaied in ihc inonihly Bows 

* RBI has placed it at $ 829 million. 


Mobilisation of Resources by Mutual Funds 

1994-95 1993-94 1992-93 

1991-92 1990-91 

1989-90 

1988-89 1987-88 1986-87 1985-86 


Unit Trust of India (net sates)* (Rs crore) 
Public Sector Mutual Funds 
Private Sector Mutual Funds 
Unit Tmst of India's Operations 
Sales under all sciwmes (gross) 

Outstanding unit capital 
Investible Funds 
Unit Scheme 1964- Sales (tnt.iti 
Individual " 

Corporate 

Outstanding Unit Capital 1964 (total)' 
Individual 
Corporate 

* Net sales value with premium 


8681 0 

9297.0 

110.57.0 

11416.9 

5978.3 

6705.2 

3783.7 

2017.9 



1.3.34.2 

.386 7 

1964.0 

2731.5 

2779.5 

1214.3 

319.7 

251.0 


.. 

1.126 8 

15.59.6 









11500.0 

10711,6 

6492.0 

12182 4 

4553 0 

5583.6 

.1855 0 

2059.4 

1261.1 

891 8 

44000.0 

.39298.0 30649.5 

24815 4 

16409.3 

1.3391 7 

8905.1 

5449.6 

.1726.1 

2586.4 

61000.0 

51708 9 .18976 8 

31805.7 

21.376 5 

176,50.9 

118.34.7 

6738.8 

4.56.1.7 

3218.3 

7.153 0 

4824 2 

1582.0 

1069.0 

666 5 

3175.4 

2304 6 

847.2 

1.19.6 

.309.4 

2082.0 

1724 2 

1227 0 

508 0 

307.1 

.362.9 

260.8 

185.5 

*»84.6 

1.32.1 

5271 0 

3100 0 

3.55 0 

.561.0 

359.4 

2812.5 

204.1.8 

661.7 

55.0 

177,3 

15328.6 

12014.6 

7405 0 

6.131.0 

7150.4 

6936.6 

4405.1 

2165.6 

1358.2 

1243.0 

6298.1 

4.563.6 

2953.0 

1743.0 

1372 8 

1166.6 

901.2 

691.8 

532.7 

482.8 

90.30 6 

7451 0 

4452 0 

4588.0 

5777 6 

5770.0 

,150.19 

1473,8 

825.5 

760.2 


under all domestic ‘ 


All amounts in Rs crore 


Niiifr (i) Supeiscnpi numeral denotes month to which figure relates, e g, superscript ’ stands for July, (ii) Figures in Ivaekeis are percentage variidions ovKC 
(he period specified or ever the comparable penod of the previous year (iii) .. means not availableJhai relevant. 


Ecnnoinic 




















COMPANIES 


EPW Reseat^ Faondation 


BSES 

From Distribution to 
Generation 

BSES, incorporated in 1929, is one of the 
largest private sector power company in 
country. Financial institutions hold a 
controlling stake with 51.75 percent, 29.74 
per cent is held by individuals, other 
corporate bodies 6.08 per cent, foreign 
institutional investors and nationalised 
banks 3.S2 per cent and 0.22 per cent, 
respectively. The company recorded a 
turnover of Rs 1,160 crore for the year 
ended March 1995, an improvement of 
over 20 per cent over Rs 964 crore recor¬ 
ded in the previous year. A zero tax prov¬ 
ision saw net profit spurt to Rs 147 crore 
from Rs 71 crore for the same period, though 
gross profit grew at a modest rate of 27 per 
cent, from Rs 134 crore to Rs 170 crore. 
A dividend of 26 percent has been declared 
by the board of directors. BSES provides 
electricity to suburban Bombay from 
Mahim in the south to Bhayander in the 
north covering an area of 420 sq km. It 
supplies electricity to nearly 1.6 million 
consumers in the city of Bombay, of which 
50 per cent are domestic, 20 per cent 
industrial and 3.5 per cent commercial 
consumers. At present the demand faced 
by BSES is 900 MW which is expected 
to increase to 1,200 MW by the year 
1999-2000. The company is investing close 
to Rs 869 crore in an effort to modernise 
Its distribution network, with an emphasis 
on system improvement. The company 
plans to create modem system coded and 
data augumentation (SCADA)-ba$ed load 
despatch centre to service this demand. The 
biggest share of the total inve.stment has 
been earmarked for replacing the cables, 
some of which are nearly 40 years old. Of 
the total investment 33 per cent will be on 
11 KVLT(lowtension) lines, which connect 
the network to the final consumer. The 
company spent Rs 130 crore receiving 
stations, on the installation of dectrostatic 
meters for hi^ tension (industrial) and low 
tension (LT) consumers. All these moves 
are expected to reduce transmission losses. 
Transmission and distribution losses 
stood at 14 per cent in the year under 
review, down by 1 per cent, and the com¬ 
pany hopes to bring these down to 12 per 
cent by 1996-97. At the present lewl of 
operations a saving of 1 per cent translates 
into a gain of nearly Rs 14 crore. and the 
company has been ^ving due attention to 
cvttidgdDwnshese losses. While technicai 


loss depends on the high and low tension 
consumers and may be around 8 per cent 
the rest can be accounted for by pilferage. 
Apart from replacing electricity meters and 
laying down c^les the company has divided 
the licensed area into four zones for power 
distribution, to monitor the transmission 
and distribution losses. This would make 
it easy for the company to zero in on the 
problem areas. 

BSES, primarily a distribution company 
is looking for a diversified role whereby the 
company will take up generating projects 
along with distribution. A beginning has 
been made by bidding for several generating 
projects in Andhra Pradesh, Rajasthan and 
Tamil Nadu. The company has shown its 
willingness to take up these projects on the 
condition that it is allowed to take up distri¬ 
bution too. The distribution project could 
be in any part of the state and not necessarily 
connected to the generating project. BSES 
is changing from being an essentially 
distribution Company, sourcing its requi re- 
ments from Tata Electric company to a 
generating-cum-distributing one, by setting 
up two 250 MW units at Dahanu and Pune. 
The first unit of Rs 1,419 crore project 
was synchronised in January 1995 and the 
second unit in March 1995. Hie company 
plans to double the capacity of its Dahanu 
plant by adding another 500 MW. BSES 
is to hold a 60 per cent equity stake in a 
new power project to be located at 
Srimushnam in South Arcot district in 
Tamil Nadu at an estimated cost of Rs 1,800 
crore. The project of the Tamil Nadu 
Industrial Captive Power Company 
(TICAPCO) is teing promoted by various 
local power consuming companies. 
Scandinavian Technical Services, Sharjah 
and others, for setting up a 250 MW power 
station in Tamil Nadu. Three more power 
projects of500 MW are being planned. The 
three new projects may be located in 
Maharashtra. Madhya Pradesh and 
Andhra Pradesh. BSES has also been 
shortlisted for the 500 MW Suratgarh pro¬ 
ject in Rajasthan. The company is exploring 
the possibility of setting up a coal washery 
at the linked mine at Korba in Bilaspur in 
Madhya Pradesh which will enable the 
company to use washed coal with low ash 
content. The coal washery project will be 
jointly promoted by Spectrum Techno¬ 
logies and CLI Corporation of the US. The 
new company Spectrum BSES Coal 
Washeries will have an equity of Rs 20 
crore of which Rs 6 crore will be put in by 
' BSES.The estimated cost of the project is 
Rs 50 crore. 


The company has plans to set up an 
infrastructural leasing company to fund its 
projects having large capital outlay and 
long gestation periods. Hk company will 
be a subsidiary of BSES. with an initial 
capital of Rs 30 lakh. BSES Telecom has 
been formed to take advantage of the 
emerging opportunities in the telecom sector. 
The subsidiary will provide value added 
services in the areas of software and 
computer services and communications. 
BSES is also planning to lay fibre optic 
cables along with its power cables in 
Bombay city for telecommunications 
company. It will allow the use of these 
transmission towers by service providers 
forafee. Thecompany’s forayinto telecom¬ 
munications has been inspired by the 
liberalisation of the telecom sector, coupled 
with the fact that power and telecom are 
allied areas requiring similar infrastructure. 
BSES has targeted a turnover of Rs I.OCX} 
crore from its telecom ventures in the next 
three years. 

At present the customer (m>file of BSES 
is skewed more towards the residential 
customers who comprise nearly 85 percent 
of BSES consumer base but generate a 
revenue of 50 per cent only. With the 
commissioning of the Dahanu plant the 
company hopes to rectify this as the plant 
hopes to attract industrial consumers, thus 
improving the profit margins for BSES. In 
the area of distribution, tie up with a 
foreign company is on the anvil. Talks are 
on with four companies—Niagara Mohawk, 
Chiiu Light and Power, Hong Kong Electric 
and London Electricity. BSES is now 
extending its sphere of operations to 
Andhra Pradesh. The Andhra Pradesh 
State Electricity Board (APSEB) is to sign 
a management contract with BSES for 
operating and managing the distribution 
system for Hyderabad. Secunderabad and 
nine adjoining municipalities for a period 
of one year. BSES has entered into a 
memorandum of understanding with 
NTPC to establish a joint venture company 
to undertake business in the {area of 
construction, erection and other project 
management activities in India and abroad. 
It is proposed to form a company Utility 
Powertec. with an initial authorised capital 
of Rs 50 lakh. BSES will hold 51 per cent 
stake in the venture with NTPC holding 
the test. Under the agreement reached by 
them, joint responsibilities will be shared 
according to each company’s expertise. The 
combine has already made a banning by 
bidding for the 1,050 mw Bakreshwar 
power project in West Bmigal. The com- 


Hw Week’s Companies 

(Its lakh) 



BSES 

Dabur India 

SIV Industries 

PinancMl Indicators 

March 

March 

March 

March 

March 

March 


1995 

1994 

1995 

1994 

1995 

1994 

Incuinc/appropriations 

1 Nci sales 

116043 

96434 

38711 

.30818 

3.5053 

28091 

2 Value of production 

119029 

97611 

39532 

31.380 

32980 

.30194 

1 Diher Income 

2409 

326.1 

1228 

788 

1469 

815 

4 I'oiai income 

1214.18 100876 

40760 

.32168 

34449 

31009 

S Kaw malerials/Stores and 

spares consumed 

4815 

4151 

10811 

9294 

14933 

151.50 

6 Other manufacturing expenses 

0 

0 

14586 

10487 

5216 

4242 

7 Kcinuneraiion (o cinployeus 

4057 

2760 

1.541 

10.54 

' 2222 

2164 

K Other expenses 

94129 

7976.1 

9177 

7235 

4019 

3816 

9 Oiieraiin/; projil 

184.17 

14202 

4645 

4098 

8059 

5637 

10 Interest 

ino 

684 

1.306 

1482 

2331 

2292 

II Oriiss prill'll 

16991 

133.58 

.3901 

26.36 

5725 

3331 

12 Oeprceialiun 

2127 

1314 

816 

569 

1008 

776 

11 Priifll hefiirf lux 

14664 

12044 

3085 

2067 

4717 

2555 

14 Tax provision 

0 

4960 

7(H) 

650 

7(H) 

320 

15 Prolil utter Uix 

14664 

7084 

2.385 

1417 

4017 

2235 

16 Dividends 

1619 

1.387 

855 

289 

1121 

687 

17 Retained profit 

13045 

5697 

15.30 

1128 

2896 

1548 

l.ialiilltics/as.<iets 

18 Paid-up capital 

2299.1 

16672 

2848 

2823 

3456 

1.375 

19 Keserve.s and surplus 

7.5096 

3.3933 

10676 

896.3 

233(H) 

8885 

20 Long term loans 

77021 

72422 

644 ( 

5245 

12641 

10666 

21 Short term loans 

7.11 

308 

8321 

5702 

.3059 

5411 

22 Of which bank borrowings 

118 

40 

6469 

4147 

3059 

4120 

2.t Gross fixed a.sseis 

174952 12.1616 

11401 

8721 

29806 

2.3912 

24 Accumulated depreciation 

10029 

7701 

4176 

3377 

9604 

8608 

25 Inventoncs 

4100 

2520 

6280 

5722 

4385 

7703 

26 Total asscis/liabililies 

216307 

160959 

3.5690 

27236 

49368 

3.5035 

Miscellaneous items 

27 Excise duly 

0 

0 

1700 

783 

5312 

4366 

28 Gross value added 

21353 

16275 

6683 

4832 

9177 

7331 

29 Total foreign exchange income 

3 

1 

3.345 

2263 

697 

1274 

.30 Total foieigncxchangeoulgo 

25 

72 

1.354 

783 

1497 

.1691 

Key flnancial and performance ratios 
t| Turnover ratio 

(sales to total assets) (%) 

53 65 

59.91 

108 46 

113.15 

71.00 

80 18 

12 Sales to total neiassets(%) 

65.99 

78.19 

136.86 

135.57 

82 56 

106 (i6 

1.1 Cross value added to 

gross fixed assets (%) 

1221 

13 17 

58,62 

.55 41 

30.79 

30 66 

14 Return on investment 

(gross profit to total assets) (%) 

7 86 

8.30 

10 93 

9 68 

II 60 

9 51 

.15 Gross profit to sales 

(gross margin) (%) 

14.64 

13.85 

10.08 

8.55 

16.33 

11.86 

(6 Operating profit to sales (%) 

1589 

14 73 

12.00 

13.30 

2299 

2007 

.17 Profit before tax to sales ('*') 

12 64 

12 49 

7,97 

6,71 

13 46 

9 10 

18 Tax provision to 

profit before tax {%) 

0.00 

41.18 

22 69 

31.45 

14 84 

12 52 

19 Pnifilalicriax to net worth 

lielurn on equity) {%) 

14 95 

14.00 

17.64 

12.02 

15.01 

21 78 

4(1 Dividend t%) 

26,00 

24.00 

30.00 

25 00 

35 00 

50.00 

41 Earning per share (Rs) 

6.38 

4 25 

8.37 

5.02 

II 62 

16 25 

42 HiMikvaluepcrshnre(Rs) 

42.66 

30.35 

47 49 

41.75 

77.42 

74.62 

41 P/Eralu>(ba.scd(>nlaiesiund 
sorrcsponding Iasi year's price) 

(adjusted for mvaluaiion) (%) 

20 54 

57.07 

24.48 

58.77 

11.01 

17.38 

44 IX’bl-uquity ratio (adjusted for 

revaluation) (%) 

78.52 

143.11 

47 63 

44.50 

47.25 

10.3 96 

45 .Shuntemibonkbotrowings 

10 inventories (%) 

2 88 

1.59 

103.01 

72.47 

69 76 

53.49 

46 .Sundry creditors to 

sundry debtors (%) 

103 99 

122.79 

29.86 

20 06 

33.47 

.31.40 

47 Total remuneration lo employees 

to gross value added (%) 

1900 

16 96 

23.06 

21.81 

24.21 

29.52 

48 Total remuneration lo employees 

to value of production (%) 

3 41 

2 8-1 

3 90 

3.36 

6.74 

7.17 

49 Gross fixed assets formation (%) 

41.53 

- 

30 73 

- 

24.65 

- 

.50 Gmwihininventones(%) 

62 70 

* 

9 75 

- 

-kxm 



party hkt received in-ph'iwipie approw 
of the government of India for the pro¬ 
posed Euro Issue for an amount up to 
US $ 125 million. 

DABUR INDIA 

DiversiHcation through 
Collaborations 

Dabur founded in 1884 by S K Burman, an 
allopathic doctor, was set up with the initial 
aim of selling allopathic formulations to 
treat plague, malaria and cholera. A switch 
over to ayurvedic medicines followed soon 
and today with diversions and diversifica¬ 
tions the company, a 112 years old, has six 
different divisions handlinn ‘•■'••'Ih care 
products, family products, natural gums, 
exports, pharmaceuticals and veterinary 
products. The company manufactures about 
450 products marketed through a network 
of .3.000-odd retailers. It is the largest 
manufacturer of branded ayurvedic products 
and also their largest exporter. 

The company achieved a turnover of 
Rs 387 crore for the-year ended March 
1995. a rise of around 26 per cent from 
Rs 308 crore achieved in the previous year. 
A rise in dividend earnings from Rs 3 crore 
to Rs 9 crore. a rise of 200 per cent gave 
a b(H)st to total income which moved up 
from Rs 322 crore to Rs 408 crore for the 
year under review.Interest costs came down 
by 12 per cent while there was a rise of 43 
per cent in the provision for depreciation. 
Profit before lax stood at Rs 31 crore up 
by 49 per cent from Rs 26 crore achieved 
last year. A 7 per cent increase in the lax 
provision did little harm to the bottomline 
and the company closed the financial year 
with a net profit of Rs 24 crore. up by 68 
per cent from Rs 14 per cent in the previous 
year. A dividend of 30 per cent has been 
recommended by the board of directors as 
against 25 per cent given last year. Expons 
registered a growth of 49 per cent moving 
up from Rs 22 crore to Rs 33 crore for the 
year under review. Impons rose by 110 per 
cent. On the export front, the company 
ended up with a net foreign exchange inflow 
tothetuneof Rs20crore. Growth in demand 
for the company ’ s products in the European 
market was satisfactory. The company has 
plans to extend its range of consumer 
products in west and south-east Asia. By 
adding these new products to its ponfotio. 
the company hopes to achieve a 35 per cent 
growth in exports. Thecompany established 
new markets in Morocco. Sudan and 
Malayasia and is planning an entry into 
China and Vi^nam. 

Dabur India has entered into a joint ventuie 
with the US-based pharmaceuti^ company. 
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SepiraMff ajnti* ' 

cancef <Ng iniCamda, with InNo va Pharimt 
being set up for this purpose. Both Dabur 
and Sepracor's 100 per cent subsidiary, 
Seprachem will hold 30:50 stake in this 
company. InNova would have a paid up 
capital ofS 2.3 million. Dabur’s contribution 
to the company's equity will be both in the 
form of go^s as well as cash — $ 7,30,000 
in goods and $ 5,00,000 in cash. Anand 
Burman, director, Dabur India, said Dabur 
would supply DAB-10, an intermediary 
required for the production of Paclitaxel, 
while the side chain as well as the technology 
required for bonding the side chain and 
DAB-10 to manufacture Paclitaxel would 
be provided by Sepracor. Paclitaxel is 
currently being used to treat ovarian and 
breast cancer. InNova is expected to 
commence commercial production in June 
1996. Meanwhile the company ’ s i njectibles 
plant at Badi has successfully commenced 
the commercial production of a life saving 
anti-cancer drug, viz, Intaxel, spearheading 
the introduction of an oncology range of 
injectibles has been launched after 
completion of trials. During the year the 
company developed two more bulk drug 
technologies and began commercial 
production of Flucanozole and Citrizinc 
dihydrochloride, the first being an anti¬ 
fungal. antibiotic drug and a second 
generation anti-histamine. Dabur is planning 
a strategic alliance with a Japanese company, 
Shikibo, for its natural gums division. 
Dabur's natural gum plant is located in 
Alwar, Rajasthan and has an annual capacity 
of 3,000 tonnes per annum. In con¬ 
fectionaries, the company has tied with 
Spanish giant Agrolemen to manufaaure 
chewing gums,bubble gum, toffees, 
chocolate and cocoa-related products and 
sugar-based spreading creams. Rs 18-crore 
plant at Badi in the Solan district of Himachal 
Pradesh is to go on stream next year. Dabur 
has a 49 per stake in the venture called 
Carbur India. Agrolemen holds the balance 
51 per cent and will handle the marketing. 

A strategic alliance with Unilever to 
manufacture and market ayurvedic- and 
herbal-based products is being planned. 
Dabur is weighing the advantages of 
manufacturing herbal-based products like 
soap and toothpaste which would th^ be 
marketed by Hindustan Lever. Dabur is 
planning to diversify its product range imd 
is negotiating with the US-hased perfume 
giant Avon to set up a joint venture in the 
country. The investment in the project is 
estimated to be between Rs 30 crore aod 
Rs SO crore. The company is also planning 
to diversify into cosmetics and dairy 
products through alliances with 


JihatioiiaJs. The compah$[; pljiliijlii#ji'‘tb 
enter the high quality biscuii inanufadtttte, 
is holding talks with a number of foreign 
companies for a possible collaboration. The 
investment in the project would be around 
Rs 30-40 crore. The company plans to enter 
the milk products business and in this 
segment its talks with a French company 
to make cheese are already in an advanced 
stage ol negotiations. 

Through its research and development 
activities the Dabur Research Foundation 
has come out with new products like 
Lactonic, Dcntacare and Vatika. 

SIV INDUSTRIES 

Good Performance 

SIV Industries formerly known as South 
India Viscose, a Coimbatore based com¬ 
pany is a major manufacturer of viscose 
staple fibre and wood pulp. The company 
closed (he financial year with .i sales turn¬ 
over ol Rs 351 crore, up from Rs 2SI 
crore recorded in the previous year, a rise 
of 25 per cent. Total income rose by 11 
per cent from Rs 310 crore to Rs 345 
crore for the year under review. Net profit 
stood ai Rs 40 crore, up from Rs 22 crore 
achieved in the pievious year and could 
have been higher were it not for a tax 
provision of Rs 7 crore as against Rs 3 
crore m the previous year. Interests costs 
rose by I percent and provision tor depre¬ 
ciation went up from Rs 8 crore to Rs 10 
crore, a rise of around 30 per cent. A 
dividend of 35 per cent has been 
recommended. The company diversified 
into the manufacture of edible oils a couple 
of years ago. The edible oils division 
which contributed around 9.4 per cent to 
the turnover proved to be a drag on the 
boitomline. The company blamed the er¬ 
ratic monsoon that affected the availabil¬ 
ity of suntlower seeds for the poor capac¬ 
ity utilisation at the company’s plant at 
Palani. The company has obtained the 
shareholders' approval for selling/leas¬ 
ing the edible oil unit at an extraordinary 
general meeting in April 1993. Working 
of the viscose staple fibre plant at 
Sirumugai during the year was satisfac¬ 
tory With a capacity of 39.000 tonnes per 
annum, it constitutes only around 15 per 
cent of the total capacity available in the 
country. VSF is a cellulostic fibre which 
is a close substitute to cotton used in blend¬ 
ed yarns to provide the fabric a smooth feel 
and improve moisture absorption capacity. 
Production of VSF went up from 24,399 
tonnes in 1993-94to29,764tonnes in 1994- 
93. Higher realisations available to the VSF 


li^ufactuim were roqR^ble to a large 
extent fdrtlie iurprovedperibimanceof the 
company. VSF prices, which were around 
Rs 60 per kg during mid-l994, climbed to 
Rs 72 per kg and stayed at those levels. 
Prices of the VSF went up because the 
prices of cotton had climbed up by more 
than 75 per cent during the year following 
shortages caused by hoarding. VSF being 
a close substitute for cotton, demand for 
cotton shot up. 

The company sources its lequirements of 
puipwood from both govinninent plantations 
as well as private sources. With a view to 
providingfor its requirement of raw material, 
the company has an agro forestry programme 
which has covered more than 20,000 acres 
with nearly 14 million seedlingsJtrees 
planted. Thecompany’soperationsarefairiy 
intergated. posses.sing as it does a 60.000 
tonne rayon grade wood pulp manufacturing 
capacity. The pulp plant at Sirumugai is in 
danger of being closed down as per the 
orders passed by the Tamil Nadu government 
on the ground that the company is not taking 
effective pollution control measures, that 
the treated effluents do not meet the 
standards prescribed by them. Nonetheless 
the company has decided to go ahead with 
its modernisation programme at an estimated 
cost of Rs 796.50 crore. of which Rs 200 
crore has been earmarked for re vamping the 
effluent treatment plant. The company has 
an ambitious modernisation programme. As 
per the plan the SIV pulp plant which had 
a capacity of 180 tonnes a day would he 
upgraded to 300 tonnes a day over a period 
of three years. For the pulp division the 
company is to collaborate with Wagner 
Beurag and Lenzing. The company has lied 
up with Lindox of Gctmany for the import 
of the "oxygen aerated sledge reactor" at 
a cost of Rs 70 crore to take care of the 
pollution aspect. Again on the point of 
pollution, the company is to switch from 
the present calcium-based method to the 
magnesium process at an estimated cost of 
Rs 60 crore. The viscose staple fibre (VSF) 
plant, is to be upgraded to 230 tonnes a day. 
The company is to spend Rs 370.70 crore 
on theexpansion of the VSF and the viscose 
staple yarn. The company proposes to 
finance its expansions from the 60 million 
dollars realist from its Euro issue which 
the company came out with in last August. 
The company installed the third wind energy 
farm of 2MW capacity comprising eight 
wind mills in May 1995 at Peningudi in 
Tamil Nadu at acost of Rs7.19crore. taking 
the total energy capacity to 5 MW at an 
investment of Rs 20 crotv. The company 
plant to set up another wind mill in Tamil 
Nadu during the year. 
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The Saga of the Babus of Nayanjore 

A run Ghosh 


The economic management of the economy over the past four years has 
been so inept that any successor government would find it extremely 
difficult to change the basics of the situation, namely reliance on the 
World Bank, the IMF and international finance capital to provide 
succour to the Indian economy. 


'I'llF, finance minister ot India is reported, 
recently, to have made the statement that; 
la) the economy is basically in gtxKl shape, 
and growing at more than 5 per cent per 
annum; (h) the only problem today is the 
contintiance ot the fi.scal deltcit which needs 
to be curbed: and (c) the only way the fiscal 
deficit can he curbed is by piivaiisation of 
public entcrpiiscs. 

In today's political rough and tumble, 
what the present finance minister says is not 
veiy important The present government 
stands discredited in the eyes of the people; 
the party isdceply divided, and the possibility 
of a new coalition (after the next general 
elections) liKims large on the horizon. One 
would not have wasted one’s lime and energy 
commenting on what a lame duck finance 
■nini.stcr says And yet, what he staled needs 
to be analysed because his speech represents 
a ‘mind-.set': and that ‘inind-sci’ could well 
prevail even after the general elections. The 
'inind-sct' represents the viewpoint of the 
elite in this country who have everything to 
gain while the country gets ravished by an 
unholy combination of domestic and 
international finance capital. It is for this 
reason - the possibility of a continuance of 
the present set of policies alter a new 
government is lormed at the centre, in 1996, 
being quite high in fact -- that it becomes 
necessary to sound a timely warning, and 
to di.s.sect the statement of the finance minister 
lor what it is worth. 

Clearly, the economy tias been growing. 
It would be remarkable if it did not, alter 
an eighth consecutive good monsoon. 'Yet. 
It IS also remarkable that the economy still 
continues to grow after a total neglect of 
infrastructure (by the government) over the 
past four years. The explanation, of course, 
IS that infrastructure investments have a long 
gestation period: the effect of the neglect of 
infrastructure would get reflected on the 
performance of the economy after a few 
yc.irs. We are then likely to face a perennial 
[xiwer shortage, transport bottlenecks, and 
the dreadful conditions of all civic services 
in ill urh.in areas. (Clearly, the lessons of 


the plague in Surat have been quickly 
forgotten). 

But, while the economy has indeed been 
growing, the 1992 NSS results show a 
deepening of poverty in the country. The 
results of the more detailed 1993-94 NSS 
survey of consumption expenditures arc 
unlikely to be released before the next 
elections; but one can hide the reality only 
from a few urbane groups; the majority of 
the population has firsthand experience of 
the deterioration in consumption and living 
standards. Any discerning observer can also 
notice the sudden increase in the incidence 
of TB - which was supposed to have been 
eradicated but has resurfaced as a result of 
a combination of malnutrition and unhealthy 
living conditions - of malaria, of other 
epidemics (like hepatitis, influenza and 
pneumonia) which sap the vitality of the 
poorer sections of the population. 

The finance minister ought to be told that 
if. meanwhile, the economy is still growing, 
it is because of the fiscal deficit. Given all 
the other pol icies, take a way the fiscal defici t. 
and even aggregate growth of output would 
disappear, as if by magic. Regrettably, it is 
the ‘problem’ that the finance minister has 
identified which is still providing an overall 
growth impulse to the Indian economy today. 

Perhaps the finance minister is aware of 
this. But politically, he cannot take that 
position, for the hollowness of the overall 
policy framework would then become 
apparent. The extant economic reform 
policies have had the effect of reducing the 
aggregate rate of domestic saving from nearly 
24 per cent oftheGDPin 1990-91 to around 
20 per cent in 1993-94, the reform policies 
have yet to get our merchandise exports to 
exceed imports, and adding interest on 
external debt - which is now arxxind $ 96 
billion - we have a large deficit on the 
current account of external payments; and 
to the extent our external reserves have gone 
up (to some $ 19 billion as of mid-August); 
it IS matched by the inflow of short-term 
external capital which can be kept in the 
country only by maintaining an extortionate 


interest rate, far higher than such capital can 
earn abroad. Incidentally, the high interest 
rates also aggravate the fiscal deficit problero; 
the 1995-96 budget indicmedS2 per cent of 
the centre’s revenue receipts being requited 
to meet only debt servicing charges; and the 
latest borrowing by the government (from 
the market) has been at 14 per cent interest 
In Japan, the discount rate is a fraction above 
I per cent. All in all, the economic 
management of the economy over the past 
four years has been so inept that any successor 
govemmentfin 1996) would find it Extremely 
hard to change the basics of the situation, 
namely, reliance on the World Bank, the 
IMF and international finance capita) (now 
ensconced as foreign institutional investors 
or Fils, in India) to keep providing succour 
to the Indian economy. This succour would, 
of course, be at a price; the price of (uivate 
external (investment) capital today is a return 
of anything between 30 per cent to 100 per 
cent annually, on the capital imported. 
Like the typical Indian farmer before 
independence, indebted for life to the 
indigenous moneylender, the Indian 
economy is now getting into a permanent 
debt-trap insofar as international finance 
capital is concerned. 

It is more than likely, therefore, that a 
successor government in 1996 would require 
another ‘avatar’ of Manmohan Singh - 
acceptable to the World Bank - as the next 
finance minister of India. And regrettably, 
judging from some recent actions and 
attitudes of the leaders of the National Front, 
the BJP, indeed even of the Leftist parties, 
we could well find even the present finance 
minister in charge of the finances of the 
country after the next general elections. It 
is the ‘mind-set’ of the elite in this country 
which poses the greatest threat to the country. 

Let us now come to the third part of the 
finance minister’s analysis of the present 
economic scenario. The only way the fiscal 
deficit can be reduced is by privatisation of 
public enterprises. In other words, (a) the 
tax effort is a hogwash, (b) the easy way out 
is the sale of the marketable assets owned 
by government, and (c) this can be dejMCted 
as a heroic effort to increase effidency 
through privatisation. 

Three points are to be noted. In July 
1991, when the finance minister first 
mooted the idea of partial sale of the equity 
of public enterprises, he is on record to 
have stated that he was leAictant to sell part 
of the equity of public enteqirite, but he 
had no option as he had to rapidly bring 
down the fiscal deficit Of late, the finance 
minister has become a votary' of 
privaiisatioH in the nanw of efficiency. 
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Secomily; «kl Ai* ii in hMiesthiti ^utt 
there is no attempt to private any loss 
making public enterprise. There are just no 
takers. So, privatisation is to be lindted to 
only highly profitable (and efficiently 
perfonning) public enterprises, those in 
the ‘oil’ sector, in the ‘teiccom* sector eP 
al. The sad fact is that the profitability of 
these enterprises is quite substantial. Most 
of them (to not require any budgetary 
suppcHt for their expansion; they can attract 
loan finance provided they can use their 
retained profits as additional eiiuity. Most 
of them also serve a larger national purpose 
- e g, the ONGC by way of ‘exploration’ 
of oil which would be given the go-by by 
a private entrepreneur; the C-Dot by way 
of developing rural exchanges from the 
profits made from metropolitan areas - and 
(he larger national purposes are obviously 
of no interest to the private sector. All these 
enterprises are also in a monopolistic/ 
oligopolistic situation, so that privatisation 
would be tantamount to converting public 
monopolies into private monopolies. 

All that is well known. And yet, the 
(Kessure has to be maintained, the people 
have to be brainwashed, in order to enable 
the finance minister to seek the ea.sy option 
of raising resources by selling off the most 
valuable, the most prized assets owned by 
govermnent. 

Someoiw had likened this exercise to the 
saie of family silver. Indeed, it is more than 
that; the family silver does not bring a direct 
retura. It is an asset, an heirloom. But the 
public enterprises proposed to be privatised 
are contributing to the exchequo'; they are 
profltable.Theirsale, therefore, is tantamount 
to selling-off income-yielding assets. VKr 
are selling these assets for present 
consumption expenditure, for reducing the 
fiscal deficit. It is not as if the finance minister 
wants to raise resources for new investment 
on infrastructure. No. The emphasis is on 
reducing the fiscal deficit, which can be 
achieved by: (a) cutting down on public 
investment, which is what has been 
happening, and (b) selling off the equity of 
public enterprises. 

No wonder, the new combination of 
domestic and international finance capital 
welcomes this step. The mechanism 
provides an easy way to acquire the 
ownership of highly profitable, 
monopolistic enterprises. And, the 
combination of domestic and interoattonal 
capital is a powerful combine; and it has 
succeeded in befuddling even some eminem 
Leftist leaders into thinking that the inflow 
of external capital would resolve the 
problem of raising domestic resources. The 
new combine of domestic and international 
finance capital also welcomes the high 
rataa-of Interest in India; rentier incomes 


can |row tbereby, Kthe cost sifred iMgbs 
oftheworldng classes. Ctf course, the tonm 
(that is. domestic finance capitd) does not 
realise that a tottering infrastructure can 
(and will soon) redound mi it. But then, 
capital flows (and capital flight) area reality 
in the modem world; and therecent example 
of Mexico is there for all to see. Domestic 
flnancecapital can also moveout;there are 
umpteen tax havens today, and in any case, 
eari Asiaoffersopportunities (tf high retura. 

More than half a century back, the late 
Rabindranath Tagore wrote a short story, 
titled *The Babus of Nayanjore*. The story 
is of a landlord who believes in living it up. 
He has been doing so by selling-off his 
inherited property, gradually, bit by bit. The 
last scene is one of a great music-cum-dance 
fest organised by him at hit residence; the 
fest has been-paid for in advance, and the 
money for the fest has been raised by 
selling-off the house where he lives, where 
the fest is being held. This is the last night 
he is allowed to (xxupy his own house. 
Come morning, he is out in the street without 
a penny. The music and the dances are on. 
and our Babu of Nayanjore. erstwhile 
zamindar, is drinking away, unmindful of 
the morrow. 

We Indians today arc like the Babus of 
Nayanjore; what happens to the coming 
.generations is not our concern. We can live 
it up by borrowing to (he hilt. The problem 
is, only a small segment of the population 
is really livingit up; the rest ofthe countryfolk 
have no say in the matter, and indeed, they 
are already facing some part ofthe privations 
that the nation as a whole will be made to 
bear in the years to come. 

Is there no way we can avoid this fate? 
Ofcourse, there is. But that requires policies 
that would enthuse all the p^aiple of the 
(TOuntry to work and to save, and that in 
turn requires all the people in the country 
being assured of enjoying the fruits of their 
labour. Between I9S2 and 1990, Chinese 
‘labour participation’ increased from 36.1 
per cent (in 19S2) to 49.6 per cent (in 
1990). And, they raised the rate of domestic 
saving to some 40 per cent of the social 
product. The ‘micro efftciency’ of the firm 
did not bother the Chinese; and even today, 
Chinese industry by and large is a 
horrendous user of energy. And yet. the 
Chinese economy has been growing by 
between 12 and IS per cent annually. 
Despite the years of the Great Leap Forward 
and the Cultural Revolution. Chinese 
agricultural output has been growing at 
stune 4 to S per cent per annum (on an 
average) if the entire period ftom 1949 is 
taken. Rural industries in China have been 
growing at 18 per cent annually. 

\ We do not ne^ to initiate any economy, 
neither the Chinese no the South Korean 


nor tlw Taiwanese the Iluif iW bod) iiuKled 
by the World Bank and our neoclassical 
neoliberal friends in the economic 
community. But we can draw lessons from 
both our experience and experience around 
the world; and that lesson (from Japan. 
S(Hith Korea, Taiwan) is to start with land 
reform (forced on these countries by 
Douglas MacArthur in I94S). From China, 
we can draw tiw lesson of decentralisation 
of eccmomic decision-making to (be local 
community level. It is interesting to note 
that after the Deng Xiaoping reforms of 
1978 - and the return to the ‘family 
responsibility’ system in regard to farming 
- one village, Nanje. went back to the 
system of communes in 1986: and that 
village is prospering at a rate well beyond 
the Chinese average growth rate {vide, 
Lincoln Kaye, in the Far Eastern Economic 
Review, November 17,1994). That, namely, 
local responsibility for agrarian growth, 
has been basic to Chinese strategy, together 
with heavy state investment for the build 
up of infrastructure and heavy industries. 
The Chinese population could save because 
Chinese food supply (and the output of 
necessities) rose sharply following the 
Chinese reform policies. We, in India, are 
sitting on 37 million tonnes of foodstocks, 
and nnHeavouring to export part of it, even 
as a large segment of the population goes 
to bed hungry. A ‘pro-reform’ economist 
like Kirit Parikh had to perforce comment 
on (his situation wryly. 

Thdsolution to India’s economic problems 
lies with the people of India, theirendeavours, 
their savings effort, their cnteiprisc. Sadly, 
we have been lulled into complacency by 
the large influx of external capital post-July 
1991. But the returns sought by external 
capital areexemplified by the famous Dabhol 
PowerCompany episixk; the IDBI appraisal 
note found the return on equity to commence 
with the guaranteed 16 per cent in year 1 
to 34 per cent by year 7. And (his calculation 
does not take into account the ‘padding' in 
capital costs, which more than pays for the 
equity. 

The International Business Week (of New 
York) recently reported that (he average 
return on equity for the 1,000 (op US 
companies during 1994 was 30 per cent. 
Obviously, external capital would look for 
a higher return when desirous of investing 
in a plague-infested country like India. But 
the Babus of Nayanjore do not understand 
the logic of usury, the motivation of finance 
capital. They are content to live it up. 

If this is what the present leaders of 
the Congress Party, the BJP, the National 
Front, the Left Front all want, who is to 
pieventamirrorimageof Manmohan Singh 
from being the finance minister of India 
in 1996? 
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NEW DELHI 

Compendium of Failures 

BM 

With the Narasimha Rao government’s tenure drawing to a close, the 
earlier dithering in decision-making and the inefficiency in 
administration is giving wav to something worse - a flippancy about 
matters of public concern. Here is a hunch of ‘leaders' which has no 
sense of accountability nor anv commitment to democratic principles. 


THE cycle of alienation and violence is 
tending to engulf Indian society and psslity. 
The assassination of the Punjab chief 
minister. Beam Singh, is yet another 
manifestation of this dangerous trend. The 
reaction ol the elite and the general public 
has been one ol indifference. More 
disconcerting still, politicians of all hues and 
affiliations have tended to rely more on the 
police and paramilitary forces and the army 
for security. Julio Ribciro, the retired police 
officer with a reputation of integrity and grit 
was probably the only one whocouldcon'ain 
the militancy in Punjab to some extent. He 
compared the Punjab terrorists with the IRA 
and Armenian militancy and emphasised the 
need for a prolonged ‘'battle lor hearts and 
minds of people”, which has never been 
truly joined, let alone won in Puniab. The 
imperative of a political approach to issues 
which agitate the majority of the people has, 
in fact, been singularly missed by the ruling 
elite. 

While government leaders have been 
anxious to whitewash their failures in Punjab 
andelsewhere. Harkishan Suijcet. the general 
secretary of the Communist Party (Marxist) 
has gone to the extent of saying that "a senes 
of courtjudgments had weakened the rc.solve 
of the state police” and “played a role in the 
tragic incident” in Punjab. This amounts to 
an advocacy of the policy of giving the law 
andorderniachincry a ‘freehand’ for tackling 
the terrorist menace, so much so that even 
judicial restraint must be abjured The 
implications of this stand arc grave for the 
citizens who are victims ofboth the terrorists 
and the state forces It is subversive of the 
democratic order based on the rule of law 

The moral and political dimensions of the 
decay ofindian polity should not bedisniissed 
in a cavalier tashion .Serious thoiighi must 
be given to the growing alienation ol the 
masses from the organs of the state, i net ficicni 
and repressive as they are and from the 
unprincipled and corrupt politicians. The 
performance of the ruling elite in India is 
becoming murky on all counts. The 
government's view of the crisis silualions 
IS coloured with narrow factional 
considerations Social cohesion has been 
ruptured and civic order is in disarray 


Contrary to the claims ihtit the return ol 
the Congress Party to power has helped to 
restore political siahiliiy, regional pulls and 
pressures as well as communal, caste and 
ethnic conllicis have sharpened during the 
la.st four years. This is concomitant with a 
state of affairs in which the socio-economic 
and political policies have been geared to 
.serve narrow vested interests rather than 
community interests as a whole A dangerous 
new leaturc has been the wider scope 
available to foreign interests to pressuri.se 
and interfere in the shaping of official socio¬ 
economic and politico-strategic policies. 
With the Rao government’s tenure drawing 
to a close the dithering in decision-making 
and inefficiency in administration is giving 
way to a certain llippancy about matters of 
public concern. The expansion of the council 
of mini.sters by the prime minister is a case 
in point. It has been inspired unquestionably 
by factional considerations It is an admission 
of the exhaustion of Narasimha Rao’s 
resources and abilities to hold the office of 
prime minister of India and the president of 
the Congress Party. Rao and all government 
leaders, including the finance minister, no 
longer hide the fact that the economic reforms 
have run into snags which they are in no 
position to overcome. They now make a 
virtue of the fact that the reform process ha.s 
come to a grinding halt because of explicit 
electoral constraints. If today political 
constraint is the alibi then the earlier talk 
of the irreversibility of the reforms was 
obviously a sham. The union finance minister 
Manmohan Singh, widely applauded at one 
time as the economic wizard, is more 
articulate than anybody about the tawdry 
implementation ol the reform programme. 
But having turned into a full-fledged 
politician, he cannot think of tendering his 
resignation - an act which might restore the 
reputation he enjoyed before he joined the 
Rao government. He has found it more 
convenient to get sucked into the Congress 
culture of clinging to office and the cult of 
sycophancy. His equanimity is not disturbed 
any more by the fact that the promises of 
the government’s relorm programme have 
not maienaliscd and hts commitments are 
now honoured in their breach. 


It was quite a spectacle to watch the 
performance of ministers at the Economic 
Editors meeting organised by the Press 
Information Bureau this year. The union 
finance minister claimed that the rate of 
inflation would not go beyond 7 per cent, 
when tt had again begun to climb. He, along 
with the commerce ministry, dismissed as 
of no con.squence the widening of the trade 
gap and the incrca.se in the current account 
deficit even when the Indian rupee has come 
under pressure and its exchange value is 
eroding. The agriculture minister was 
determined not to cut subsidies for rich 
farmers. He was unwomed by (he declining 
trend of offtake from the public distribution 
system, in spite of the burgeoning food 
stocks, because the poor did not have the 
purchasing power. The energy minister 
bemoaned the dark days ahead as the Enron 
contract had been cancelled but was not 
willing to own responsibility for the Enron 
fiasco and for keeping Indian capacities for 
the power sector development idle. Here is 
a bunch which has no scn.se of accountability 
nor any commitment to democratic 
principles. While Salve contcmptously dis¬ 
missed the Indian alternative for power 
development and tried to side-track issues 
raised by the Enron deal by setting ‘revised’ 
norms for foreign power companies, 
Manmohan Singh mounted a tirade against 
Swadeshi 

Swadeshi has indeed become a dirty word 
for the self-styled reformers of the Indian 
economy. Self-reliance isdenounced by them 
as autarky. Tho.se who object to the loot of 
Indian wealth and markets by foreign 
business interests arc derided as suffering 
from xenophobia. 

Where is the question of India becoming 
autarkic because Enron has been found to 
be a questionable deal? India, during the 
days of planned social and economic 
development never shut its door to capital 
or technology inflows from abroad. But it 
tried to seek foreign financial and 
technological collaborations, both in public 
and pri vate sectors, wit h at least some measure 
of concern for development interests and 
planned priorities. But it is equally beyond 
doubt that the approach and behaviour of 
the developed countries, the international 
financial institutions and multinational 
corporations towards India has always been 
questionable. Currently, however, die only 
concern of (he so-called reformers is thsU the 
flow of foreign capital may dry up because 
of the growing resistance within the country 
to the unchecked expimtation of India's 
markets, resources and labour. Rao in his 
address on independence day, and on other 
occasions, has repeatedly and labourtously 
elaborated the policy of total reliance on 
foreign capital for industrial infrastntc^l 
development for which purpose he Chdtns 
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lb have ginfaedtiiittBV M diploititty. Iliif 
maria a total break with the policy of seeking 
low cost credits for economic plans which 
clearly stipulated that foreign assistance 
would be availed of to supplement what had 
to be, essentially, indigenous efforts to 
promote socio-economic development 


has come under piesMre itifd hi 
suffering further devaluation. The revenue 
and fiscal deficits of the government are 
larger than the ones in 1991. Foreign debt 
has increased. ThO Indian government is 


now obligoif iio cMiy ftt^h big^ bowl, 
not only for credits on c^cssional terms 
but also for investmetA funds by accepting 
the inflated claims of commercial returns by 
foreign financiers and investors. 


through mobilisation of domestic human 
and other resources. This is how self-reliance 
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was defined in the planning era. in the 1990s 
however, since the formation of the Rao 
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government, efforts to mobilise domestic 

resources and skills have been abandoned. CALL FOR PAPERS 


The implications of the government's 
policy on foreign aid arc far-reaching. The 
policy is based on the premise that India has 
no option but to directly rely on foreign 
private capital for the growth of the Indian 
economy and would, while continuing to 
rely on foreign offleiat credits to service the 
outstanding foreign debt - nearly 100 bil lion 
dollars - as well as minimum essential social 
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sector expenditure. Foreign capital has been 
given full freedom to undertake investment 
m accordance with its global business 
priorities and the criterion of profit- 
maximisation. in the social sector, education 
and primary health services have suffered 
gross neglect while higher education and 
modem health services arc being run on 
commercial pnncipics. Manmohan Singh 
claims that foreign direct investment or 
ponfolio investment from abroad will also 
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take care of the balance of payments problem. 
The fact, however, is that Manmohan Singh 
IS still carrying the begging bowl for offlcial 
aid. Overzealous supporters of the so-called 
economic reforms are asserting that foreign 
direct investment is necessary in order to 
move away from the critical dependence on 
official foreign aid. This is euphemistically 
called switching to “non-debt creating in How 
of foreign capital". They have now come out 
openly and unabashedly to defend even the 
^rondeal which the company isdcsperalcly 
trying to salvage by 're-negotiations'. The 
extortionate returns on foreign investment 
guaranteed by the central government arc 
also applaud^ and tho.se who object to this 
position are denounced as being xenophobic. 
This is surely not the way to a viable balance 
of payments position. It is the poor people 
of India who face the risk of these 
arrangements. Foreign investors arc to enjoy 
risk-free operations. Even the World Bank 
officials have now started to caution that 
large-scale foreign investment into Indiu 
could pose “problem of servicing, 
particularly in terms of repatriation of 
earnings”. The acute balance of payments 
position and the "problem of servicing the 
large foreign debt were the ostensible reasons 
why the IMF-World Bank combine pre.ssed 
India to prefer private foreign capital even 
on highly inequitous terms. But this has only 
aggravated India's economic vulnerability 
in respect of its balance of payments posi-,, 
tion> The essential eommitraems in this « 
dispensatiori have already broken down. The 




Issues, Policies and Programmes 
3 Vols Set 

Dolly Singh 

Three volumes set provide a broad-spectrum view of the 
nature and substance of children’s development activities 
since the year of the child. As such, it will provide and open 
a wide window onto the larger landscape of children and 
child development policies and initiatives. 

VOL. 1 : SOCIAL CONTEXT OF CHILD DEVELOPMENT 
VOL. 2: POUaES&DYNAMICSOFCHILDDEVELOPMENT 

VOL. 3: EXPERIENCES ft EXPERIMENTS IN CHILD 
DEVELOPMENT PROGRAMMES 

1995 IS8N 81-7391-075-8 Rs.1550(Set) 

(Set In Three Vote.) 

Rush your orders to: 

Kanishka Publishers, Distributors 

4697/5-21A, Ansari Road, Darya Ganj, 

New Oelhi-110002 (India) 

Phone: 3270497 



30. .■ 


2415 



Conununalisation of IHbals bi 
South Gujarat 

Stany Pinto 


Hindutva demagoguery has effectively converted hitherto non-conmunal 
trilmls of Gujarat into Muslim-haiters. 


Mmiims inDecfilqpfjKia, 
are mostly stio|>keepers and moneytea^. 
They are also big landlords in some villages 
of Valia Among the caste Himfcta by and' 
large. Rajputs and Patels are landlords and 
Vaniyas and Marwaris are shopkeepers and 
moneylenders. Though most of dw Parsis 
have sold their land few still cultivate land' 
in villages of Valia and Dediapada. 


COMMUNALISM and communal violence 
was basically an urban phenomenon. But in 
the wake of Ayodhya incident its spread has 
not spared the villages, and even more 
significantly, the tribal areas of Gujarat 
The iribals in Gujarat constitute 14 per 
cent of the total state population, concentrated 
mostly in the highlands covering the eastern 
border of the state. There are 31 officially 
recognised scheduled tribes in Gujarat. 
Numerically Bhils, Dublas, Dhodias, 
Chodhras. Naikas and Gamits are major 
tribes of Gujarat. 

According to a study conducted by Sardar 
Patel Institute of Economic and Social 
Research in 1980, the incidence of poverty 
is highest in the highland region of Gujarat. 
For every 100 poor persons in Gujarat 31 
belong to the tribal areas. The traditional 
tribal socio-religious and cultural institutions 
have been under attack by the non-iribals, 
commercialism and industrialisation. The 
tribals of Gujarat continue to be under 
poverty, illiteracy, disease, vicious 
exploitation, indebtedness, pauperisation, 
petty crimes and land alienation. However, 
communalism and communal violence in 
tribal areas of Gujarat was almost unknown 
till 1989. 

This articledcals with thecommunalisalion 
of tribals and their participation in the 
communal violence in the three talukas of 
Bharuch district, viz, Valia, Dediapada and 
Sagbara. The articlequestions the widespread 
assumption that the problem of 
communalism, and particularly where 
Muslim minority is involved, is essentially 
a problem between Muslims and Hindus. 

Socio-Economic PATiiaiN 

According to the 1981 Census there arc 
nearly six lakh tribals in Bharuch district 
They are highly concentrated in the five- 
eastern talukas, viz, Nandod, Jhagadia, Valia. 
Dediapada and Sagbara. Vasava Bhils form 
the largest segment of tribals in Valia. 
Dediapada and Sagbara. The Tadvis or 
Ohankas, Choudharics and Gamits are fcHind 
in small numbers, mainly, in Valia and 
Dediapada. Tadvis arc mainly oustees of 
Karjan and Sardar Sarovar dams, settled in 
border villages of Dediapada. The 
Choudharics and Gamits arc found in few 
villages of south-west Valia. The tribal 
population in Valia. Dediapada and Sagbara 


is 76, 93 and 90 per cent respectively. The 
non-tribals in these three talukas are upper 
caste Hindus, viz, Rajputs. Patels. Brahmins. 
Vaniyas, Marwaris and Pawars. There arc 
also a small number of Parsis, Muslims and 
Christians. 

The oustees of Karjan dam are found in 
the border vi I lages of Dediapada and Sagbara 
such as Kevdi, Chikda, Ambavadi, Korvi, 
Moshit. Jargam, Samarpada and Sorapada. 
The Sardar Sarovar oustees have settled in 
Ambavadi, Tapavi and Patadi villages of 
Dediapada and few villages of Sagbara. The 
oustees and the non-tribals form separate 
hamlets in the villages. In most vil lages three 
is a house or two of caste Hindus and 
Muslims. They are highly concentrated in 
taluka headquarters and in small tradecentres 
like Netrang in Valia and Selamba in Sagbara. 

In all the three talukas, the tribals are 
economically backward. The reckless 
destruction of forests, lack of irrigation 
facilities, fragmentation of land, landlessness, 
indebtedness, exploitation by moneylenders 
over the years have pushed them further into 
backwardness. Majority of the tribals are 
either landless or have less than five acres 
of land. In Bharuch district 70 per cent 
tnbals arc landless and poor peasants, owning 
less than five acres of land (Shah 1976). 
Most of them live on larm or migrant labour. 
After the monsoon crop they migrate to 
towns such as Ankicshwar. Bharuch, Surat, 
Navsan and Bilimora lo work as construction 
labourers or agricultural labourers. As there 
arc milk co-operatives in all the three talukas 
some iribals arc engaged in dairy farming. 
For the tribals of intenor Dediapada and 
Sagbara. forests still play an important role 
in their economic life. The benefit of 
educational institutions and government jobs 
has gone to few well-to-do tribals. Diamond- 
culling centres and the increasing stone 
quames arc a new source of income for 
many a youth in the area. 

In all the three talukas business, non- 
agnculturai trades and industrial as well as 
governmental jobs are dominated by the 
non-tnbals. Industnes are found only in 
Valia and nearly 70 per cent of agncultural 
land here is owned by non-tribals. The forest 
department owns SO and 29 per cent of land 
in Dediapada and Sagbara respectively. 
Compared to Valia the non-tribals and 
Muslims own less land in Dediapada and 
Sagbara. and that too in a few villages. The 


Changing Religious Landscak 

The Hindu religious organisations, viz, 
Bharat Seva Sangh (BSS), Vishwa Hindu 
Parishad (VHP), Rashtriya Swayarasevak 
Sangh (RSS), are active in all talukas and 
they monitor their activities from taluka 
headquarters. The main centre of BSS at 
Dediapada is run by asmall groupof ‘sadhus' 
mainly to counter the missionary Mitivities 
in the area. Occasionally, they organise 
'shudhi yagnas' (purifying ceremony) for 
those who have ‘polluted’ themselves by 
embracing religion other than Hinduism. 
They run a small hostel for high school boys 
and a mobile dispensary. The Christian mis¬ 
sionaries. protcslanls as well as catholics 
are settled in taluka headquaners and run 
schools, milk co-operatuve$,dispensaries and 
free legal aid centres inihe talukas. Aghakhan 
Mandali. a NGO. is active in these three 
talukas, INREKHA, another NGO, is active 
in Dediapada while Bharuch Zilla Adivasi 
Seva Sangh runs ‘Ashram Shalas' (residen¬ 
tial schools) in all these talukas. Other 
NGOs like Seva Rural. Halpati Seva 
Sangh. Arch Vahini, Adivasi Seva Mandal, 
Sagbara Kclavani Mandal, etc, also function 
in the area. 

Over the last few decades a noticeable 
change has taken place in the traditional 
religious practices and belief systems of 
Vasava Bhils due to education, Hindu 
.sectarian movements. Christianity and Islam. 

Among the Hindu sects, Bhatiji, Satkeval, 
Nirani, Sanatan, Ramanand. Jayagurudev, 
Kabir. Swadhyay Parivar, Swami Narayan 
and Sita Ram are prominent in all the three 
talukas. Most of these sects have their 
followers from well-to-do and educated 
tribals. Swadhyay Parivar and Swami 
Narayan sects, though largely followed by 
caste Hindus in tribal areas, also have a 
following among educated tribals. Most of 
these sects arc of Hindu reformist variety 
[Lobo 1992). 

Over the last ten years there has been a 
steady increase in Hindu shrines and temples 
of the above-mentioned sects in these tailgas. 
According to one follower and propagator 
of Bhatiji sect, 350 shrines have be^ built 
during the last Five years ftr Bhatiji alone. 
Practically, every village has a newly built 
shrine either»the emrance or in the centre 
of the village. A dirine at Devmogm is 
religiously mpst significant place for all the 
Iribals in the area induding the nibals of 
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Mahtrubtn and M«d)iya Pridciili. Ilto 
tribdi wofship Yah (Mother) also known a$ 
Mohgi or Pandhar. According to the 
iraditional belief, Ysli likes a raw mud house 
and acoqMs grain Md blood sacrifices of 
{Oats and chicken from her devotees. Today 
there stands a huge temple costing over 
Rs 60 lakh and Irausing not only Yah but 
also representative deities of almost all the 
above-mentioned sects. The traditional 
custom of offering blood sacrifice is 
banned, forcin| traditional devotees find a 
new (dace somewhere in the vicinity of the 
temple. 

Tlwse who Join above-mentioned sects 
acquire the social status of ‘Sudhrela’ or 
‘Bhagat* (civilised or holy man). The others 
remain 'Pachhat* (uncivilised) or ‘Khanara 
Pcenara’ (meat eaters and alcohol con¬ 
sumers). Forsomeofthesesects, ‘Paradeshi* 
(foreign) religions are not to be tolerated. 
Nagji Mahany. a local guru of Sita Ram sect, 
goes around in the villages giving religious 
discourses in Hindi. He makes it a point to 
preach openly against the Muslims (whom 
he calls ‘Mlechch’), the Christians and the 
Gandhians. Gandhians should be hated and 
eliminated because they are tolerant of the 
Muslims and the Christians. He lives on the 
river bank near Thava, a border village in 
Valia. He has his followers among the youth 
of border village of Oediapada and Valia. 

The Christian protestants are found in all 
the three talukas while the catholics are 
mainly found in Dediapada and Sagbara. 
Some villages have prayer halls where 
community prayer services are held on 
Sunda> s. The protestant tribal Christians are 
discouraged from following their traditional 
religious and ntual practices. 

The Muslim iribals are found only in 
Sagbara. Sagbara, Vadi in Mangrol taluka 
and Gantha in Maharashtra were three 
independent Vasava Bhil states under British 
India. Influenced by a Muslim saint, the 
chieftain of Gamha and then the Sagbara 
chieftain embraced Islam at the beginning 
of this century. The descendants of the 
Sagbara chieftainare concentrated in Sagbara 
town. The chieftain of Sagbara was the 
uadiiional head of Devmogra shrine. Keeping 
with the tradition, his Muslim descendams 
continue to inaugurate the worship even 
today during the two-day festival held in 
February each year. Close to Devmogra 
shrine there is al.so a Muslim 'Darga'. 
reportedly of a Muslim saint who died there. 
The Darga was built by the Sagbara chieftain. 
Though there arc no followers of Islam in 
Vadi, there is a Darga in the village which 
is looked after by the tribals of Vadi. 

Events Peeceoino Riors 

All the three talukas have no history of 
conanunal riots, ft wasthesirong association 
between the events of 'Ramshilapujan', 


^lllfkyabv’ b? Advanii arid fes 

and ^karseva’ spaced over ayear and a half. 

which climaxed into the riott. 

During Ramshilapujan in 1989, a 
collection of Rs I.2S per household was 
made from the taluka headquaners and big 
villages along the stale highway from Valia, 
Netrang, Dediapada, Sagbara and Selamba. 
The tribals were asked, “Are you Hindus? 
If ymi are. then prove it by contributing Rs 
I.2S for Ramshilapujan. If you do not 
contribute you prove that you are from a 
Muslim womb!” Provocative speeches 
against the Muslims were made en route. On 
the appointed day the bricks were brought 
in a procession from villages to the taluka 
headequaners where more speeches were 
made on Babri masjid and Ram 
Janmabhoomi. Of all the three taluka 
headquarters, Dediapada witnessed the 
largest gathering. Navratri festival was used 
as an occasion to mobilise the tribals and 
to collect bricks and money. For the first 
time in the villages of Dediapada and 
Sagbara, Navratri garbas were organised 
under the guidance and sponsorship of 
BSS, RSS and VHP. 

After Advani's rathyaira passed from 
Somnath towards Surat via Bharuch a 
combined mini rathyatra (on a jeep) was 
undenaken by BJP, VHP. RSS and BSS 
from Bharuch to Setamba via Ankleshwar, 

' Valia, Netrang, Dediapada, Sagbara. It hailed 
at big villages along the route and the villagers 
were encouraged to light the Are from 
Ramjyoth carried by the mini-rath. Fiery 
speeches were made inciting the tribals to 
drive out the Muslims and the (Kristians. 
The organisers of the rathyaira were largely 
non-tribals. The Muslim Darga at Devmogra 
was vandalised at the end of the rathyatra. 

Following Advani's arrest and the kar 
seva incident, a Bharat Bandh call was given 
on October 24. 1990 by the BJP. Things 
began moving rapidly. A midnight gathering 
of tribal youth was organised in the forest 
near Gangapur village on the state highway 
between D^iapada and Sagbara. to explain 
the strategies of rioting and looting. Next 
day trees and boulders were rolled onto the 
ro^ blocking the highway. Groupsofpeople 
stopped vehicles, demanded money, broke 
windscreens andcaused harassment. Groups 
of 15-20 people, generally drunk, began 
moving after dark, and petted stones on 
Muslim houses in Dediapada. A large crowd 
of 5.000 had gathered at Moskut village in 
Dediapada for the 'Songariya* show, a folk 
performance. But the performers were halti»l 
on their way and their vehicle was not allowed 
to proceed. The crowd gathered in Moskut 
village became restive and later dispersed. 
They were met by rioters who instigated 
them to go berseric. Both these elements 
marched to the nearby Bedvan village and 
burnt some Muslim bouses. It was the 
hegitming of tooting and arson. 


, 30 . 1995 


Thetb iuose a ^iKct the.(Ml 

BJP activist and the Muslims regarding the 
road leading to the mosquein Sagbaniproper. 
The former’s shrq) was located on the road. 
It is not known as u> who threw the first stone 
as there were claims and counter-claims. 
However, seven Muslim houses were burnt 
on November 4, 1990. Usman, a PWD 
woricer, was beaten and his belongings 
destroyed. Later, villages were singled out 
for looting. The Muslims in these villages 
were told in advance to quit the village. In 
the initial stages, the Muslims sent their 
women and children to Pat and Akkaikuva 
villages which has large concentration of 
Muslims. However, as the situation became 
grim, menfolk too heeded the warning and 
headed for safety much before the rioters 
could de.scend and destroy their property. 
Couple of Muslim houses were destroy^ 
in each of the 22 villages of Sagbara, 33 
villages of Dediapada and five villages of 
Valia. Bedvan. a village in Dediapada, was 
attacked first and suffered most. All the IS 
Muslim families were affccted as their houses 
were looted and burnt. Muiilim shrines were 
vandalised in Kevdi (Zankhvav), Bedvan 
and Devmogra. it is said that the Muslim 
shopkeeper and landlord of Nal village was 
well accepted by the villagers. He was 
confident that his village folk would stand 
by him despite the warnings of the looters. 
C^e night the rioters appeared on the hill. 
The village folk plead^ helplessness and 
the Muslim shopkeeper managed in e.scape 
with his family on a tempo. ^Thc rioters 
looted furniture and other items. Some 
villagers preserved some of the belongings 
to be given to the Muslim villager when he 
returned. Unfortunately, the police caught 
these people and jailed them while the real 
looters escaped. It has been reported that 
similar incidents occurred in other villages. 
This discouraged the village folk from 
defending the Muslim.s. 

Having looted and chased the Muslim.s 
from the villages, eyes were now .set on the 
Muslims in Dediapada town. To mobilise 
the tribals rumours were spread in the villages 
that the iribals in Dediapada have been 
attacked by the Muslims. Tribals were 
mobilised first from Chikda. Ambavadi, 
Dapvan and Kodamba to march toward", 
Dediapada with sticks and axes. On the way 
more people were forced to join the mob. 
The aim was to loot and burn all the Muslim 
houses in Dediapada. According to 
cyewitncs.N reports the crowd was about 
S,0(X)-strong before it was slopped by the 
district supenntendent of police and the 
assi.slant collector of Bharuch near Kakarpada 
village which is about eight km away from 
Dediapada. The crowd was .so charged that 
the efforts by DSP and the assistant collector 
to disperse them peacefully did not work. 
As a result, shooting orders were given in 
which three people were seriously injured 
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jnU hospitalised. What would have been a 
great calamity for the Muslims ofDcdiapada 
was averted by the DSP and his men 

iNtinNoTVaROB 

From ihc chronology of events leading to 
loot and arson in these talukas it is evident 
that the religious leaders played a sinister 
role Person who galvanised these events 
were members of BSS. VHP and RSS. Prior 
to Ramshilapujan RS.S training camps were 
held ai vanous centres. Outsiders were 
brmight to train the youth BSS has been 
operating since 1984 frc'm its headquarters 
in Oedtapada town This centre has acted as 
a platform for all the above-mentioned 
organi.saiions to meet, discuss and hammer 
out their strategies. 

The BSS centre was used by VHP. RSS 
activists and some businessnicn. They 
indoctrinated the bhagats. sarpanchs. police 
patcis and some primary schtMil teachers 
who acted as links between ihe centre and 
the people When the.se went back to their 
respcciive villages, they acted as 
indoctrinators of the youth, 'fhey called for 
abhajan mandali and at the end, when women 
folk dispersed they assembled the youth. In 
these meetings, the Muslims were presented 
as destroyers of Hindu shrines, exploiters 
and scapegoats for the ills of iribals. The 
cjcciion and elimination of Muslims alone 
was proposed to he the solution. A ItKal 
Marwuri businessman from Dediapada 
supported the rioters though he did not belong 
to any organisation. It is said that he had 
his own business calculations behind driving 
out Muslim shop-keepers from the village. 

BJP was actively involved in the riots. Tlte 
sitting BJP MLA ofDcdiapada urea was the 
brolhcr-in-law of Ihc BJP MP of Bharuch 
constituency. The villages in Ihe vicinity of 
MLA's village witnessed loot and arson 
intensely There has been a close nexus 
between these politicians and the Hindu 
religious organisations mentioned earlier. 
These organisations prepared the ground 
with speeches, processions, audio and video 
tapes. Loot and arson was reported to have 
been undertaken under Ihe remote control 
of the MLA. It IS alleged that he brought 
outsiders from Amicia and Taropa villages 
near Rajpardi to demonsiraic to the Inbals 
how to carry out loot and arson. Though he 
was absent during lhc.se operations, his elder 
brother was moving about in disguise. He 
was nabbed by the police and jailed in 
Bharuch. Later, politicians secured his 
release 

A pos.se of police and the Mamlatdar of 
Sugbara were silent witnesses to the loot and 
arson. Not only did they take no action but 
they tix)k care to go to Ganscra village 
(between Akkalkuva and Sagbara) to instruct 
people to put roadbltK'ks so that the Muslims 
of Akkalkuva may not come to the aid of 


Sagbara Muslims. Akkalkuva is a 
village in Maharashtra with a large Muslim 
population. The Mamlatdar was heard saying, 
‘vardi pan amari chhe* (even the police is 
on our side). 

The police in Dediapada became 
responsible especially when the DSP and 
assistant collector came from Bharuch to 
visit the disturbed area The police nabbed 
some looters and jailed them in Bharuch. 
The Mamlatdar of Sagbara and the clerks 
of Dediapada and Sagbara taluka offices 
have played sinister roles during these riots. 

The liKiting and arson was carried out 
mostly by the outsiders. However, it is said 
that some villagers who owed money to the 
Muslim shopkeepers found it convenient to 
indulge in l(H>t and arson. Many co- villagers 
were sympathetic to the Muslims but as 
mentioned earlier, they could not withstand 
the onslaught of the crowd descending at 
night and terrorising the villagers. Tiwse 
who sympathised with the Muslims were 
ndiculcd and insulted as the offspring of 
Muslims. 

The only local volunttuy organisation in 
the area willing to help the affected people 
was Ihc Christian missionary. They were 
paralysed as they were threatened that they 
would be next target after Ihc Muslims. The 
slogan was 'kasai pachhi Isui' (after the 
butcher (Muslim), it's the turn of the 
Christians). A Muslim organisation set up 
an ad hw office at Sagbara and Dediapada 
to help Ihc affected Muslims. Government 
officials too came to assess the damage and 
paid some tximpcnsaiion to Ihe victims. 

Fau- Out of Riots 

The tribals have realised that looting is 
rewarding and hence, have become bold. 
Some youth feel that 'amc shakti batavi’ (we 
showed our strength). Blocking roads and 
halting vehicles still continue. Earlier only 
Valia was considered to be a danger zone 
for vehicles in the night. Now the state 
highway passing through Dediapada and 
Sagbara talukas is also considered dangerous 
at night. Minor incidents of stone throwing 
and blocking roads at night areoften reported. 
In September 1993 ten vehicles were looted 
by a group of about 25 armed men on the 
state highway between Sagbara and 
Dediapada town. The travellers, including 
children, were looted, beaten and wounded 
severely. The looters were later caught and 
almost all of them were found to be from 
the villages which took active part in the 
riots. 

Tlte growing boldness and aggression ot 
the tribals is also sensed by the non-tnbals 
in the area. During the year after riots a 
Patidar from Ambavadi was murdered and 
a youth belonging to Patidar family in Chikda 
was beaten by the tribals. As a result many 
Patidars from the villages of Sagbara and 


company. Piparvati and Ambavadi haveaold 
their land and left. 

During the communal riots, Ihe tribals 
showed a sense of solidarity. Though they 
were instigated against the Muslims and the 
Chri.stians alike, only the non-tribal Muslims 
were attacked. The tribal Christians had to 
pass through some tense moments but (hey 
were left untouched. In Sagbara (own .seven 
Muslim houses were burnt. But the tribal 
converts to Islam were spared. 

The tnbals have seen the game played by 
the Hindu communal forces. They were told 
that the Muslims are the exploiters and 
therefore they must be eliminati;d. Except 
one Muslim family in Dumkhal village of 
Dediapada, the Muslims from eastern border 
villages of Valia and from whole of 
Dediapada and Sagbara talukas have left 
their villages and have settled in Pat, 
Akkalkuva and Dediapada town, where 
Muslims are in large numbers. Now some 
tribals feel that they were used by some 
vested interests for their own political and 
economic gains. The situation continues to 
be the same as before for the tribals. Due 
to this realisation (he riots that broke out 
alter the demolition of Babri masjid failed 
to evoke any response from (he tribals, in 
spite of various efforts by the VHP and RSS 
activists from Dediapada and Sagbara taluka 
centres. Rumours were u.scd to create an 
appropriate atmosphere of hatred and to 
mobilise and in.stigatc the tribals against the 
few remaining Muslims. A major rumour at 
that time wa.s that 22 tribals from Khopi 
village of Sagbara taluka have been burnt 
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Muslim vkliiftt of Bedwan vitlaip who are 
now settled in Surat city were depicted as 
the culprits. The formation of peace 
committees after the 1990 riots and the 
precautionary measures taken by the police 
pre-empted the possible riots. 

The tribals of Dediapada and Sagbara 
participated in the riots to a great extern. 
There was little or no response from the 
tribals of Valia taluka. barring a few border 
villages in eastern part of the taluka, even 
(hough the Muslims arc spread all over the 
taluka as landlords, shop-keepers and 
moneylenders. Moreover, compared to 
Dediapada and Sagbara. the tribals of Valia 
are more Hinduised and are closer to urban 
centres like Ankleshwar and Bharuch. 

For decades the Valia tribals have suffered 
under the economic and political domination 
of non-tribals. viz, caste Hindus and Muslims. 
For the last decade or so the tribals of Valia 
have begun topressthetrnumerical advantage 
against the political manipulations of the 
non-tribals. The assertion of tribal identity, 
unity and the common experience of 
economic and political exploitation by the 
non-tribals has provided them a new sense 
of consciousness as the landless and 
suppressed class. This growing 
consciousness since the I9HI has not been 
a welcome development for the non-tribals. 
As a result, since 1981 the political history 
of Valia has been one of elimination of tnbal 
leadership and the suppression of tribal voice 
lAdhvaryu 1981; Augu.sline 1984}. Nine 
tribal leaders have been eliminated since 
1981 and many more silenced by force and 
false cases. Efforts are still on to suppress 
them further (Lobo 1993; Parmar 1993; Shah 
and Shah 1993J. Against this assertion, the 
caste Hindus, the Muslims, the bureaucrats, 
the politicians and (he police not only have 
protected each other hut also have .succeeded 
in suppre.s$ing and dividing the trihats. 

For the landless tribals of Valia there is 
no dilTerence between a Hindu or a Muslim 
or a Farsi landlord. As the educated tribal 
sarpanch of Shir village put it 'Aa Inko 
Babarthi kevi rile juda chhc?’ (What way 
arc lhc.se people different from Babar?) 
Baharc AytxJhya paduvi lidhun hoi to. aa 
lokoycamarijanKcn padavi lidhi chhe. Shun 
aa loko aa sudinu Baharo nathi?' (If Babar 
has appropriated Ayodhya. these people have 
appropriated our land. Arc they not Babars 
of this century?). 

In Dediapada and Sagbara talukas the 
communal forces could succeed in directing 
the growing economic frustrations of the 
tribals against the Muslim exploiters and 
create an anti-Muslim economic base to 
promote (heir own economic and political 
interest. While though a moni acute situation 
was present in Valia taluka. it looks as thpugh 
the comrnured forces knew that use of a 
similar strategy would prove counter- 


'i^wSlicMve in the' long 
sectarian movements have ^wded ibttlie 
ground for the spread of communal 
consciousness among the tribals and at the 
same time their incorporation into various 
religious sects and active promotion of 
‘Bhajan Mandaties’ supposedly to promote 
or raise the so-called ‘ethical standard' of 
the tribals seem to have blunted the class 
consciousness in the area. 

As the above account suggests, the tnbal 
participation in communal violence was not 
spontaneous, but rtithcr it was planned and 
engineered. The communal forces have 
succeeded in cleverly making u.se of iIm 
economic dependency and frustration of the 
tribals. The region is agriculturally less 
prosperous mainly due to the hilly and rugged 
terrain The tribals. particularly the landless 
and (he migrants are undergoing a stress, 
economic as well as social. The caste Hindus 
and the Muslims, on (he other hand, arc 
predominantly settled farmers. landlords, 
traders, moneylenders, government officials 
and are in direct interaction with the tribal 
population, through trade, agriculture, 
marketing and administration. 

Religious activity is quite intense among 
the Hindus as well as the Muslims. Ann>ng 
the Hindus there is a renewed upsurge in 
formation of different sects and ritualisaliun 
of social life in the region. As a result, the 
consolidation of Hindulvaforccstnlhelarger 
.society and exhibitions of symbols, namely. 
Ramshilapujan. Ramjyot, Rathyatra, could 
create an environment of lervoureven among 
(he tnhals in (he region. The Hindu communal 
forces have been successful in incorporating 
some tribals into their game plan and 
systematically utilise them to humiliate and 
attack (he Muslims. The tribal masses also 
are susceptible and can be mobilised on the 
basis of honour and emotion.s. 

Observations indicate persistence of two 
tendencies among the tribals, either 
simultaneous or separate depending upon 
(he strength and capacities ofdominant Hindu 
communal .sections The first tendency is 
that of seeking legitimacy in a religious 
group other than their own (through various 
sects), and being a new comer and minority, 
exhibit (heir religiosity under (he dictates of 
Hindu communalists. This new identity 
formation in making cannot be ignored. 

The second and most significant tendency 
is that of alliance building across the ethnic 
barrier, but along the class lines. This alliance 
is often spontaneous but firmly based upon 
their historical experience of deprivation, 
exploitation and subjugation. It is for this 
reason there is a rcfu.sal among the tribals 
of Valia tojoin (he communal forces. Rather, 
they identify both (he Hindus and (he 
Muslims as their enemies, because both are 
owners of land while the majority tribals are 
landless labourers. How long this secular 
solidarity remains alive and decisive in 


invcstigalion. ' ' 

[This paper rightly or wrongly seems to assume 
that the tnbals are not Hindus. The question of 
religious identity of the uibais is widely debated 
over (he years by anlhippologisis. Around rhe 
time of independence, there was an inieresiing 
debate on the merits and demerits of the policies 
of isolation, assimilation and integration with 
respect to tribal societies of India. The post- 
colonial leadership said to have opted for an 
integrative strategy of deveiopnieni combining 
dementso) proteciionand welfare, while Nehru's 
‘Ponchasheel’ (five principles) called to abstain 
from malting the tnbals a poorcopy of the majonty 
cuminuniiy and lo allow them to develop along 
the lines ol their own genius But in practice while 
the tribal integration into the larger .society is 
fervently pursued the tribals ore made to feel 
inferior in the matters of (heir own lifestyle, art, 
craft, cusioim. folklore, dance, costumes, 
architecture, etc. Their culture is degraded and 
stigmatised Their values are rejected as 
obscurantist. Their beliefs, ntes and symbols 
ndlctiled and religions ore ireaied as superstitions 
In whatever sense they ore called the 'backward 
Hindus' such an attitude of the dominant society 
towards the tnbal in turn has helped the com¬ 
munal forces lo exploit the tnbal sentiments and 
make use of ihcir so-called ‘cultural back¬ 
wardness’ and economic dependency to impose 
on them the 'supenor fonns' of religious and 
cultural practices This may have provided a 
targerreligious identity beyond iheelhnic identity 
to tnbals but in reality it amounts lo eliimnatkin 
of cultural diversity by imposing ihc hegemony 
of the dominant society.) 
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Political Upsurge in Kashmir 

Then and Now 

Rekha CbowdlHiry 


In contrast to the radical agenda of socio-economic trumfonnation in 
the 1930s and the 1940s, the present stage of the movement for 
Kashmiriyat lacks ideology and vision. 


UNDERLYING the present political upsurge 
in Kashmir, there lies a distinct conception 
of Kashmiri identity. Kashmiriyat. as this 
identity is commonly known, is a 
manifestation of cultural-linguistic bonds 
strengthened by acommon heritage. Besides 
other historical factors, this heritage has 
been enriched by a tradition of intellectual 
and spiritual development over the centuries. 
Its geographical compactness has made it 
possible to maintain the uniqueness of 
Kashmirregion which gets reflected in varied 
socio-culiural dimensions of day to day life 
of Kashmin community. An overwhelming 
majority of Kashmiris share a common 
religion. Hence many observers emphasise 
Islam as an important factor underlying 
Kashmiriyat. Of course, there arc iastanccs 
when Kashmiri identity takes religious 
overtones. Yet, such overtones do not 
represent any consistent pattern. Hence 
Kashmiriyat can be better understood with 
reference to culture than religion. 

From time to time. Kashmiri identity .seeks 
political expression and assertion. This 
process results in political mobilisation of 
the masses and their emotional involvement 
around certain pertinent issues. The earliest 
instance of such political assertion can be 
found in the recent history, i c. during 1930s 
and 1940s. It was during this period that 
political consciousness of Kashmiris was 
organised and channelised in the direction 
of creation ot a ‘New Kashmir’. This was 
a period of political upsurge which is 
comparable to the present political upsurge, 
yet with significant difference. 

The article aims to analy.se the political 
movement in Ka.shmir during the 1930s and 
the 1940s with a view to understand the 
present situation in a better perspective. The 
two situations of political mobilisation are 
different but are an inter-connected 
manifestation of the same political psyche. 

Formation of Musum Conferrno. 

The political upsurge ot 1930s and 1940s 
can be better understood against the backdrop 
of socio-economic and political conditions 
of that time. For past three and hal I -centuries, 
Kashmir had fallen victim to foreign 
aggressors - first the Mughals, then the 
Pathans. to be followed in turn by .Sikhs and 
Dogras. The long-term impact of such 


political domination could be observed in 
the moral degradation as well as abject 
poverty of the Kashmiri masses. At the time 
when political consciousness started taking 
shape in Kashmir, the condition of both the 
peasantry as well as the class of artisans was 
pathetic. Waller Lawrence, the settlement 
ot fleer, who made adetailed .study of revenue 
and taxation system in Kashmir, pointed out 
that peasants wero crushed under the burden 
of taxes. He recorded that when he .started 
settlement of land, everything save air and 
water was under taxation [Lawrence IK9S|. 
Peasantry posses.sed no land and worked 
under tenancy. The landlords managed the 
land which belonged to the ruler, by law. 
In addition to the revenue of land, which was 
of an exortionist and unsettled nature, the 
peasants were also subjected to the payment 
of various other kinds of taxes - taxes on 
commodities like milk, fruit, gram, honey, 
wool and other household items. The class 
of artisans, comprising of .shawl weavers, 
carpet weavers, wood carvers and workers 
in silk factories, were also heavily taxed. 
Most oppressive was the system of 'begar' 
(forced labour). Under this system, many 
Kashmiri villagers, year alter year, were 
required to toil as carriers of burden to far 
off areas (Saraf 1977; Ahad I987|. 

The discontented masses generally 
suffered in silence. Yet. attempts were made 
to organise resistance from time to time, 
howsoever of limited nature. 'Thus, for 
instance, in 1847, shawl weavers went on 
strike protesting against heavy taxation 
policy of Maharaja Gulab Singh, in I86S. 
shawl weavers demonstrated and demanded 
increase in wages. The silk factory workers 
came out on the streets in 1923 against the 
oppressive working conditions [Saraf 
1977:237]. But it was only in 1930s that the 
Kashmiri political consciou-sness took an 
organised form when young, educated 
Muslims acquainted with the ongoing 
national movement in the Indian sub¬ 
continent, formed the Muslim Reading Room 
in Srinagar in 1930. Soon after its formation. 
It became a nucleus of political activities in 
Kashmir. Gradually, the organised political 
activities started gaining momentum in 
Kashmir. This led to the formation of All 
Jammu and Kashmir Muslim Conference in 
1932. The Muslim Conference was limited 
in its goals and ideology. It was ah 


redresiing the grievance! of eduated 
Muslims, especially with regard to their 
entry into government employment. 
However, as the political consciousnest 
became more widespread, it broadened its 
objectives and the leaders of the Muslim 
Conference played an important role in 
organising mas.ses and launching struggle 
against the existing system of monarchy. 
The demands of this organisation, thereafter, 
related to the establishment of a democratic 
lorm of government, a directly elected 
legislature, the bill of rights including 
fundamental rights and basic civil liberties 
such as freedom of press, speedy platform, 
a.s.s«N;iation. movement, assembly, religion, 
etc (Khan 1980]. 

The fact that Muslim conference had a 
declared objective of working in the interest 
of Muslims, had no substantial bearing on 
the nature of political movement in Kashmir. 
The political consciousness in the valley 
was rising above parochial limitations and 
assuming a rather radical character. 
Radicalism entered the Muslim Conference 
as well. By 1934, a group of progressive 
leaders had formed a strong left wing faction 
of this organisation [Khan 1980:327]. 
Meanwhile, a number of radical organisations 
representing the interest of oppressed 
peasantry, labouring class, youth, etc. were 
organised in the state, especially in the period 
after 1933. A numberof youth organisations 
sprang up under the guidance and direction 
of progressive leadership operating within 
and outside the Muslim conference. These 
organisations included the Kashmir Youth 
League, Kashmir Students Union and 
Kashmir Students Union League. It was 
during the same time that Mazdoor Sabha 
was formed and various associations of 
workers and artisans, such as the Kashmir 
Motor Drivers' Association, the Tonga 
Drivers' Association, the Carpet Weavers’ 
Association, etc, were brought under its 
banner. The Mazdoor Sabha became a force 
to reckon with. Soon after its formation, it 
organised an impressive joint procession of 
peasants and artisans. The same year, Kissan 
Sabha was organised with the avowed 
objective of bringing all the peasants under 
one banner. 

The MuslimConference could not remain 
unaffected by the radicalisation of Kashmiri 
political consciousness. Already it was 
getting stifled by its narrow communal 
identity. A part of its leadership, from its 
very inception, desired the organisation to 
broaden its membership structure to include 
like-minded non-Muslims. Sheikh Abchillah 
had established close lontact with the 
emerging non-Muslim ieadershipin the state. 
Thus. wbratheMuslimConferenccobserved 
May 8, 1936 as 'Responsible Government 
Day’, as the president of this organisaiion, 
he tqjpealcd to itihehn and Sikhs for support 
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lit{K«ilt9Sj:Ml.awMdue 
to Ms cffiMtt 10 broaden the outlook of this 
org^msadoo thM in its 6lh annual session 
the Minlim Conference declared, “Like us. 
the latfe mi|jority of Hindus and Sikhs in 
the state have immensely suffered at the 
hands of irresponsible gpveramem. They 
are also steeped in deep ignorance, have to 
pay huge taxes and are in debt and (are) 
starving^ (Pandit 1980:195]. 

NaYA KASHMtt 

In response to such radicalisalion both 
witMn and outside the organisation, the 
Muslim Conference cmiverted itself into the 
All Jammu and Kashmir National Conference 
in 1939. Its membership was now open to 
all communities. A nunri)er of prominent 
non-Muslims likeSardar Budh Singh, Pandit 
Jia Lai Kilam, Kashyap Bandhu and Pundit 
Piem Nath Bazaz, were included into its 
working committee. 

The most important contribution of the 
National Conference towards the articulation 
and charuielisation of Kashmiri popular 
aspiration was the adoption of the ‘New 
Kashmir Plan’. It was the blueprint of this 
organisation to build a new Kashmir society, 
economy and polity. It called for an 'all- 
sided advance along all avenues of human 
activity regulated in a democratic manner 
on a country-wide scale' {The Kashmir 
Manifesto, pp 22-24). 

The ‘New Kashmir Plan' had two parts. 
The first part dealt with the proposed 
constitutional structure of the state and the 
second part with the ‘National Economic- 
Plan’. Ilie constitutional structure of the 
state was to be based on the party's vision 
of a political system following the 
'democratic principle of responsible 
government with the elective principle 
applied from the local panchayats right up 
to the legislative assembly’. The plan 
envisaged the establishment of rule of law 
and equal protection of law for all citizens 
and recourse to quick, cheap and impartial 
justice, theestMilishment of legislature to be 
elected on the basis of adult franchise, the 
establishment of peoples' courts in all districts 
and tehsils with the high court at the apex 
of the judiciary the right of women to elect 
and to be elected in all the institutions cm 
the basis of equality with men. equal 
opportunity fur ail children, right toufree 
education to all students, etc. 

The ‘National Economic Plan’ envisaged 
a radically new rural economy. It suggested 
fundamental changes in prevailing land 
relationships. More specifically, it proposed 
a system of planned economy ensunng the 
people a reasonable standard of living, 
reorganisation of agricultural relations with 
emphasis onihe principle‘land (oilKtiller’. 
estabiishmeig of co-oper«ive associations 


livatots, peoples’coaffot oi^r fbresu. 
IndtiSlries. banks, regulation of the price 
levd and nxttkm of wage bill, etc. The plan 
0 ivisaged setting up of varimis ‘National 
CcHincils' including those concerning with 
agriculture, public health, education and 
housing. To the plan were attached three 
charters, first for peasants, second for workers 
and third for women. 

An analysis into the background and the 
nature of the movement during 1930s and 
1940s poinu to a definite scxio-economic 
content. The movement arose and centred 
primarily around the issues concerning 
peasants, artisans and workers. It was on the 
basis of such a direction of the movement 
that later the National Conference 
government could put into practice various 
radical measures proclaimed in the ‘Naya 
Kashmir' plan. These measures were 
primarily aimed at alleviating the condition 
of the rural poor. Jagirs and big landed 
estates were abolished and cei ling was placed 
on the possession of agricultural land. Old 
debts amounting to millions of rupees were 
liquidated, cottage industries were subsidised 
and small entrepreneurs were helped 
financially to start small-scale manufactunng 
units (Jammu and KashmirGovernment ml]. 
The progre.ssive nature of the movement can 
be assessed from ihc progressive nature of 
land reforms which have been widely 
acknowledged as one ol the most radical and 
rmist cllcc.ive in India. Wolf Ladjensky 
compares ihc land reforms in Kashmir with 
those implemented in other slates and 
observes, “whereas virtually all land reforms 
in India lay sircss on ihc elimination of the 
zamindari tenure system with compensation 
or rent reduction and security of tenure, the 
Kashmir reforms call for the distribution of 
land among tenants without compensation 
to the erstwhile proprietors; whereas land 
reform enforcement in rmist of India is not 
so cfTectivc. in Kashmir, enforcement is 
unmistakably rigorous..." (Ladjensky 
I977;I79.K0|. 

The movement, on the whole, was positive 
in nature. The masses identified with it on 
ideological grounds. It contained within it 
a vision of a new Kashmir - a Ka.shmir that 
would not merely spell prospenty to few 
privileged Kashmiris but that which would 
fulfil the aspirations of the masses-the 
downtrodden, deprived and marginalised 
masses. 

Devoid of Vision 

Much water has passed under the bridge 
since the 'Naya Kashmir’ movement of the 
1930s and (he 1940s. The preset generation 
of Kashmiris uands disillusioned both by 
the visirm of Naya Kashiiilr as well as the 
organisation that gave this vision to the 
people. At present, (here is a complete 
breakdownrrfpolitical processes in Kashmir. 


The absence of prdilically. relevant acton 
and agencies has created a political vaccum. 
The ^itical patties have been replaced by 
the militant outfits which have mushroomed 
in (he valley siiKe 1989. The emotions of 
people are once more surcharged and a 
rnovernem like situation exists once again 
in Kashmir. But this time there is no vision 
of a ‘New Kashmir’. Nor there is any 
economic or political charter to inspire the 
masses. The movement, in fact, does not 
have any economic content, it does not go 
into the question of socio-economic realities 
and evades the whole issue of class 
contradictions. It presents the Ka.shmiri 
society as one monolith, close-knit and 
unified structure. 

In (he absence of any ideological basts the 
support which the movement gets from the 
masses is purely emotional. To some extent, 
passions have been aroused around the 
Islamic identity of the Kashmiris. 
Fundamentalism has entered Kashmiri 
consciousness, though not in a big way. But 
more than religion, what unites Kashmiri 
people emotionally with each other and with 
(he ongoing movement, is a sense of complete 
alienation which has been channelised in the 
direction of anti-Jndia sentiments. The.se 
sentiments have accumulated as a result of 
a long and deliberate proce.ss on the part of 
Kashmiri politician to camouflage (he real 
basis of ma.ss discontent. Di.scontcn( has its 
roots in economic and political conditions 
in (he post-independence period. Similar 
discontent was visible in (he rest of India 
as well. But it took varied shapes like politics 
of regionalism, naxalism, assertion of ethnic 
identities, reorganisation of marginal 
groups, grass roots movements, etc. In 
Kashmir, there has been only one response: 
for everything that went wrong poliiically 
and economically, India has iKcn held 
responsible. It suited those in power to shift 
the blame onto an abstraction named ‘India’. 

If we go beyond what appears on the 
surface, we will llnd that ihc alienation of 
Kashmiris has deep-rooted economic basis. 
The post-independence Kashmiri society saw 
the emergence and consolidation of new 
economic forces which formed the basis of 
later discontent. 

The agrarian reforms had. no doubt, 
brought about substantial change in the land 
relationships in Kashmir. Yet, a number of 
traditional landholders had managed to 
retain land. These traditional landholders 
later emerged as a powerful land-owning 
class garnering all the benefits meant for 
(he peasantry, including subsidies, grants 
and loans under various horticultural 
developmental schemes. Meanwhile, new 
opportunities provided by (he developmental 
forces created a class of nouveau riche, an 
urban middle class. This cla.ss. like its rural 
counterpart, absorbed most of the benefits 
of schemes and programmes aimed at the 
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amelioration of general ma<ise.s [Punjabi 
l992;!42-4^j. 

Mid-195(te and I %0s saw an era of treetii* 
economic activity in Kashmir It was during 
this penod that central aid made all round 
progress possible in the state New roads 
were constructed, hydro-electric projects 
were launched, tourist industry was given 
a new vigour and there was a rise in the 
production of handicralts Prosperity 
certainly arrived in Kashmir Hut it was 
prosperity ol few These lew allluent 
Kashmiris along with (loliiicians and 
burc.iucrats adopted a lile style much 
dtiferent from the rest ol masses "At the 
top ol this society” notes Kiy.i/ Punjabi, 
"was tiimly saddled a small coinpelitivc 
elass, for whom licrce compciiiion lor 
grabbing anything that tame their way, 
bec.imc an avocation In order to accord 
legttim.'icy to the new social order, the 
nonvt'dii nche started seeking kinsliip lies 
with the 'Shiirra' by entering into 
mainmomni alliances with them. After 
integrating these siiaiegic high stKial ea.stcs 
with the new ordci, most ol (he iiouvewt 
richf ehanged their castes and .surnames to 
indtcule their higher siKrial status Ihiough 
heredity It was a long-term .strategy to avoid 
idcniifn anon ir i,a.sc of lurthcr dramatic 
change in ihi socio-ceonomie conditions 
ol the stale il'iiniahi I9U2.14f j The wide 
gulf between those who monojyoliscd the 
fruits ol prosperity and those who remained 
deprived and iiniouihcd by developmental 
.schemes .ind luiids brought about slowly 
a creeping feeling ol dissatislaction. This 
Iceling was fuilhei iniensilied by the 
gencr.tlly prevailing corruption and un- 
scrupulousness 

Disconteni needs lo be channcli.sed and 
expressed iii a tiemocraiii manner The 
political parties arc the most important 
agencies which can articulate and channelise 
the discontent in legitimate direction. A 
healthy party eompeliltun, thus, i.s a 
prerequisite ol a working democracy 
Deplorably. Kashmir, somehow, could not 
evolve a tradition of healthy parly competi¬ 
tion pill. both the National Conference and 
the Congress had suincicnt scope and space 
to opciate m the |xiliiieal arena and to keep 
Kashmir politics on a dcmtK’raiic < oursc. 
provided both the parties slick lo the norms 
of healthy competition 

The National Conlercnec which had come 
into cxi.sicncc with a vision of total 
reconstruction of Kashmtii soctcly. lost its 
moral librcsnmctime alter ii came into power. 
Corruption entered its rank and file 
Sycophancy, nepotism, lavouniism and other 
malpractices soon damaged the credibility 
ol the Parly. In its desire to ..ling to jiowcr. 

It w'cnl in for all sons ol compromises and 
adjusimeni with the Congress p.iriy These 
comproni'scs contributed to the growing 
unpopularity of the National Conlercnec 


Titos, it was the 'unholy^ aHlanc4 between 
the National Conference and the Congress, 
under the Rajiv-Farooq accord before 1987 
assembly elections which ultimately proved 
to be thcdeirth-kncll forthc National Conference. 

The only other political pany which could 
have played any role in Kashmir politics was 
the Congress. It could have provided a healthy 
opposition to the National Conference 
thereby providing an avenue for the release 
1)1 discontent democratically. But the 
Congress could never accept itself a.s an 
opfxiMtion party in the slate, its hold over 
jKiwcr in the centre made it possible lo 
inanouvre the jvohlics ol the state as well 
as the politics ol the National Conference. 
Ii allowed (he National Conference tooperate 
only il It made sufTicient space for the 
Congress in the power structure. 
Allcmatively. it engineered merger of the 
National ('oiifcrencc into the Congress under 
the Ic.idcrship of G M .Sadiq when the 
National C onfcrence ceased toexist for about 
.1 decade, encouraged defections in the 
legitimately elected National Conference 
government (as in 1984the Congress toppled 
the National Conference government by 
engineenng defections and later supporting 
theG M Shnh'sgovernmcnt):orinduccdthc 
National Conterence to go in for election 
alliance even when the latter did not require 
such an alliance (as in 1986 when Farooq 
Abdullah went in tor an alliance with Rajiv 
Gandhi-led Congress when the image of the 
Congress was at its lowest). 

Tfic political impasse brought about by 
the failure of the National Conference and 
Ihe Congress has long-term implications for 
Kashmiri society and politics. Il is a society 
which IS being regulated by the logic of 
terror. Politics has taken a back .seal and 
there IS no po.ssibilily of normal political 
processes being restored tn Ihe near future, 
not only because the National Conference 
has become a spent force and cannot occupy 
the central space of Kashmir politics, but 
also due to the fact that the very institution 
ol political party has$ulTcrcda.sevcre .setback 
in the present political crisis. In the abitence 
of an organised political puny capable of 
acting as an effective mediating agency, the 
very concept ol participatory politics is ,it 
t ross-roadv 

For a movement to be dynamic, il is 
cs.sential that it should be positive and 
should be led by an organisation and leaders 
capable of providing such dynamism to the 
movement. This was exactly the case with 
the movement ol the I930s and I940s. The 
evolution of the movement coincided with 
evolution of an organisation wliich kept on 
broadening itself Irom a narrow parochial 
base t<t a wider prtigrcssivc one The present 
political movement is limited on both lhc.se 
<'ounts. Neither it has any jMisttivc basis for 
Its conlinu ance nor it is led by an organisation, 
capartic ol occupying the central political 


space, it ii tnbre of a negaiiye natwe thnth 
‘ami’ feeljiif and hostile senrimentl Tbeie 
is no potiiical platform through which 
organised political opinion could be 
channelised. ‘Hucriyat'.anamalgaipofsemi- 
political. religious, terrori.st organisations 
and ex-political parties, is loo f^ble and too 
divided to provide such a political platform, 
in spite of its existence on Kashmir scene 
for some time now it has failed lo become 
a political force capable of either directing 
the movement or providing an organisational 
structure tn it. 

Il is a hopeless situation in Kashmir: the 
central government is finding no mediating 
agents to restore political procisses, the 
masses are trapped between the terror of 
militants and fear of security forces, the 
terrorist outfits are finding it difficult to 
continue the Ka.shmiri upsurge merely on 
the basis of gun, religious emotions and anti- 
India feelings, and erstwhile politicians ate 
finding no ground under their feet. In such 
a situation of impasse, resurrection of ‘Naya 
Kashmir’ may be a difficult but certainly not 
an impossibicexcrcise. For what has become 
irrelevant for Kashmir is the National 
Conference, but not,the vision which it 
represented in Ihe 1940s. The process of 
reconstruction of Kashmiri society is still an 
unfinished job. It is difficuti to suggest how 
this vision can he actually resurrected, but 
one thing can be clearly stated that without 
such vision, the Kashmiri movement will 
lose Its momentum and Ihe Kashmiris will 
remain besieged by Ihe logic of terror and 
counter-terror. 
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Witfind I*eace ill Sti t<ahkai 

Governmenf s Reform Proposals and Beyond 

Sumantni Bose 

In attempting to reconstruct Sri Lanka as a Union of Regions rather 
than, as social and political realities demand, a Union of Peoples, the 
government's proposals may fail to mollify hardline Sinhalese nationalist 
opinion even while falling short of falfilling Tamil aspirations. 


THE constitutional reform proposals 
presented by the Chandrika Kumaratunga 
govemmerH have been broadly welcomed 
in Sri Lanka. India and internationally. This 
generally positive response is in itself not 
unexpectedor inexplicable. When one of the 
parties to a seemingly intractable and 
interminable civil war, which has exacted 
a horrifying human toll, finally puts forward 
a detailed blueprint fora political resolution 
of the stalemated crisis, a certain level of 
optimism is neither avoidable nor 
unwarranted. Yet it might be prudent to 
temper that optimism with a good measure 
of circumspection and even a .sizeable dose 
of scepticism. First of all, there is the perhaps 
unfortunate but nonetheless inescapable 
reality that any ‘peace process’ in .Sri Lanka 
that does not involve the participation, in a 
central role, of the Liberation Tigers ofTamil 
Eelam (LTTE), is likely to remain an exercise 
in futility. The relapse into massive violence 
that has followed the breakdown of the cease¬ 
fire on April 19 is a maximally unfavourable 
context for peace-making cl forts ofany kind. 
Prospects of a change for the better in ihc 
foreseeable future appear dim, since both 
belligerents seem committed for the time 
being to a trial of military strength. 

But uncompromisingly hardline positions 
and a grim context of full-scale warfare arc 
not the only impediments to a lasting peace 
in Sri Lanka. The flurry of accolades that 
have greeted the government’s set of 
proposals have detracted from probing 
critiques of whether these proposals do. in 
fact, constitute an optimally adequate, 
appropriate and effective approach to the 
core problem of Sinhalese-'Tamil relations 
in m^m Sri Lanka. With the Colombo 
government having more or less successfully 
appropriated the mantle of ‘democracy’ and 
‘progress', as well as the rhetoric of eq uality 
and justice (largely thanks to the LTTE, 
which seems to have no sense of public 
relations whatsoever), there is a risk that any 
doubt.s voiced about whether the proposed 
reforms Constitute the antidote to the ethnic 
conflict will get dismissed as Sinhala- 
extremist-reactiofl or Tamil-intrarisigent- 
rejcctlonisffl. Yet (here do a^war to be a 
number of serious questions about th<; 
viability mnt promise of these proposals asi 
the basis Ibr a lasting peace in Sri Lanka, 


Union of RnoiONS 

The basic model for the government’s 
plan appears to be (he aborted Bandaranaike- 
Chclvanayakam (B-C) Pact of 1957. Much 
like the present plan, the B-C Pact cn vi.saged 
wide-ranging decentralisation of adminis¬ 
tration and devolution of powers to oik or 
more regional authonties (o be established 
in the Tamil-majority North and East. The 
regional body (or bodies) were to be entrusted 
with a range of subjects, including 
agriculture, co-operatives, land settlement 
and development, education, health, 
industries, risheries, housing and social 
.services, electricity, irrigation schemes and 
road.s. The regional council(s) were to have 
the nght to tax and harrow to finance projecis 
in their fields ol responsibility, and in 
addition, the central government was charged 
with providing a certain level of funds from 
the state’s general revenue. To reduce 
lingui.stic discrimination, the Pact further 
stipulated mat Tamil should be Ihc official 
language of all administrative work in the 
northern and eastern provinces. 

Many aspects of the latest proposals bear 
a striking resemblance to this framework of 
devolving responsibility in ma.st spheres of 
everyday governance to regional authorities, 
while retaining certain cnlical powers ai ihe 
‘centre’ and ensuring linguistic impaniality 
However, Ihe current proposals are wider in 
scope than Ihe B-C agreemem. in that they 
seek to parcel out the entire island, not 
merely the north-ca.si. into a cluster of 
regionally organised administrative entities. 
There are some echoes in the document of 
other past agreements as well. For example, 
the clause (hat ‘priority in future land 
settlement schemes will be given to persons 
first of Ihe district and then of the region’ 
is directly derived from a similar provision 
in the unimplemenietl Senanayake- 
Chelvanayakam Pact (1965) which was 
intended to defuse (he sensitive iaaue of 
slate-sponsored ‘colonisation’ of Tamil- 
dominated areas in the North and East. But 
overall, the presem reform proposal is more 
a descendant of the B-C P^ than anything 
else. Its reach and scope put it in a league 
quite apart from the ‘Indo-Sri Lanka Accord’ 
of 1967. which, for all its grandiose 
pretensions, merely granted the Tamils 


''ThhitedtaiileondliiDihiif 

the frameworit of aneaplicitfy imitaiy state. 

ironically, it is the broad sweep and 
overarching design of the reform proposal 
that may turn out to be its Achilk»’ heel. 
Though rather self-evident, it may still be 
wonh pointing out that the conflict in Sri 
Lanka is not between ’regions’, but between 
the nationalist consciousness and agendas of 
two di.s(inct peoj^es. who. while sharing 
many legacies and interetis in common, also 
have some very difficult political problems 
to sort out with each other. In pnnciple, there 
is no harm in itself in racing broader 
democratising reforms in Sri Lanka wtUi a 
programme for resolving the key 'natinnai 
question’ - indeed, given the intimate 
connection between (he two issues, such a 
strategy makes a lot of sense. But there is 
a problem in the govemmem’s apparent 
inability or unwillingness to explicitly 
acknowledge the absolute centrality of the 
‘national question' to Sri Lanka’s future, 
and in its appareni subordination of the 
proposed resolution to that quettion to a 
scheme of administrative nmiganisation 
(however ‘far-reaching’). 

Very simply put. the conundrum is this. 
What are the Tamils (who. according to Sri 
Lanka’s president, “have genuine grievances 
to which solutions must be found") getting 
tro", th<s deal that the inhahiiants of the 
central province, the western province, or 
Uva or Sabaragamuwa provinces, also not 
getting? Tile president’s explicit denial (hat 
her government’s proposals arc ‘federal’ in 
nature is both raihcr ridiculous and .somewhat 
disturbing. Above all. it smacks of a tendency 
to evade or sidestep Ihc political essence of 
(he problem, and instead reduce it to admini- 
stralive-legul terms (this. inckJcmally, was 
Ihe crippling flaw in Ihc Austro-Marxist Karl 
Renner’s otherwise excellent work on the 
issucof nationalities in the Hahshurg Empire). 

If Ihc proposal is couched in such 
overarching, sweeping terms partly or largely 
as an elaborate charade, i c, in oi^r to pre¬ 
empt and deflect hardline Sinhala nationalist 
opposition, the .subterfuge is so transparent 
as to be positively useless. Hardline Sinhala 
nationalists may be narrow-minded and 
obsessive, but (hey are not idiots. Indeed, 
any suspicion that the government is ‘giving 
in’ to Tamil demands under cover of some 
grandiose devolution project is likely to 
increase, not reduce, the habitual paranoia 
and tilarmism of this ctmstituency. 

Certainly, it is difficult (u find fault with 
any effort to strengthen institutions of lower- 
tier administration and grass roots 
governance in Sri Lanka. Indeed, (here is yet 
considerable space for expanding the r^e 
and arena of respomihiiity of the provincial 
councils in the overwhclmingiy Sinhala 
regions of (he country, where, unlike in the 
wor-tom north-east, (hey are functional 
organs of government. But it is hard to 


(liKcrn what tangible benentsctHi be derived 
by dividing up the entire country in this 
numner into regional units - indeed, there 
is a possibility that this may spawn bloated 
and unnecessary bureaucratic and political 
csublishtncnts at the ‘regional' level. 

This manil'c.M overkill on 'rcgionali.sation' 
is all the more odd because there is hardly 
any popular demand tor such changes in the 
Sinhala-majoriiy areas. The last time a major 
proposal was mooted to constitute Sri Lanka 
a.s something of an ‘Union of Regions was 
in 1927. when the Kandyan Sinhalese chiefs 
petitioned the British to set up three 
autonomous regions within the framework 
of a quasi-federal polity - the units being 
the Tamil-majority North and East, the 
Kandyan Sinhalese highlands and adjacent 
areas, and the low-country Sinhalc.se lands 
ol the western coast and deep south. At the 
time, this was a reasonable proposal worthy 
ol serious consideration (it was turned down). 
But things have changed very dramatically 
since then. While a pan-Sinhalcsc identity 
has been consolidated in the post-colunial 
period (as one scholar has wniicn. ‘low- 
country and Kandyan Sinhalese arc inextri¬ 
cably mixed up today’). it is the antagonism 
between Sinhula and Tamil collective 
identities that has emerged as by tar the most 
salient division in modern Sri Lanka. 

In attempting to reconstruct Sri Lanka as 
an ‘Union of Regions', rather than, as social 
and political realities demand, a ‘Union of 
Peoples', the government’s proposals may 
run the nsk ol falling between the cracks. 
In other words, they may fail in mollify 
hardline’Sinhalese nationalist opinion (the 
opposition United National Parly has, 
predictably, adopted a wait-and-watch policy 
on the proposals, while Buddhist clergymen 
are already raving and ranting against them), 
while tailing lar short of Tamil aspirations 
(hat they be recogni.scd as a ‘nationality’ with 
a ‘historical homeland’. There is, of course, 
a very important tcmtorial/rcgional dimen¬ 
sion 10 thcTamil claim to ‘self-determination’ 
(indeed, this is the crux of the conllict in Sri 
Lanka), but the issue is far tim thorny and 
complex to he dealt with as an administrative 
reshuftlc, and (hat too in which the Tamil 
autonomous entity comprises only one of 
eight such units. 'There is also no hint in (he 
proposals of the possibility of asymmetrical 
federalism’ (as in Canada, where Quebec 
enjoys the status of a 'distinct society' within 
(he Canadian federation), which may go some 
way towards meeting Tamil eJaims to a 
distinct identity and to .self-mle aa||ienple. 

There may thus be a basic Haw in the 
structure and emphasis of the government’s 
package’. The reform proposal is an 
interesting and innovative one. but it would 
be better-suited to a society composed of a 
multiplicity ol icrritonally-bascd ethnic and 
linguistic groups (as in, say, India). Indeed, 
those concerned with a rejuvenation of Indian 
Icderalism and more equitable centre-state 


relations in India should And this document 
to be of considerable interest. But It is not 
optimally geared to the spedAc challenges 
of the Sri Lankan situation, where a protracted 
armed conflict between two highly articulate 
and organised groups (one identifying with 
the state, the other violently opposed) has 
fostered a highly regrettable situation (which, 
hopefully, wilinotcndureforever)of political 
polarisation along ethnic lines. 

SEnjai'TY Issues 

Reservations can also be raised about 
specific recommendations in the peace 
proposal. Paramount among these is the 
question of physical security, for all 
communities in Sri Lanka but especially for 
(he Tamil population of the North and East, 
who have borne the brunt of the descent into 
violence since 1983. According to the draft 
document, ‘defence’ and ‘national security' 
remain under the exclusive jurisdiction of 
the central government. This is simply too 
glib to pass muster. A durable peace 
settlement is not possible in Sri Lanka in a 
scenario in which the central state authority 
wields a monopoly, or near-monopoly, of 
police and military resources. Indeed, a major 
reason for the L'TTB’s growth and populanty 
among the Tamils is its effectiveness as a 
deterrent and retaliatory force to the violence 
of the (almost entirely Sinhala-Buddhist) 
armed forces. Most ordinary Tamils harbour 
a deep-seated fear of the ‘Sinhala army’ - 
the mass exodus ol Tamil civilians from 
(hose areas of the Jaffna peninsula into which 
the army temporarily advanced during 
'Operation Leap Forward’ was not exactly 
a thundering statement of confidence in the 
state’s forces. 

They arc thus unlikely to be willing to 
entrust their ‘defence’ and ‘security’ 
exclusively to an army, navy and air force 
at whose hands they have suffered 
immensely, and which they believe is syste¬ 
matically biased against them as'a people 
{ept sodes such as the recent sordid revelations 
about the gruesome murdersof several dozen 
Tamil civilians in the Colombo area by killer 
squads comprising army, military intelli¬ 
gence and police-commando personnel can 
only reinforce Tamil apprehensions). A 
‘regional police force' whose head will be 
appointed by the president ‘in consultation’ 
with each region's chief minister, and which 
will remain subordinate in impoitant matters 
to a ‘national police service’ c^trolled by 
the central government, is just no substitute 
for effective and adequate security 
guarantees. One long-term solution may be 
to drastically reduce the size of the armed 
forces, and change their composition to 
reflect the multi-ethnic makcupof Sri Lanka’s 
society. But this will have to await serious 
progress towards peace. In the meantime, 
there are pimours that Kumaratunga has 
informally agreed to the formation of aTamll 
‘regiment’ or ‘brigade’ in the army. Apart 


ftom ^ j^aot tjhit ohe TiM uaH' 
will fcarcdly make any attbataMive 
difference, dim la the question as to who 
will be recruited into such an unit If any 
attempt is made to formalise the existing co¬ 
operation betwee n the army and remnants 
of several anti-LTTE Tamil groups by 
creatinga ‘Tamil brigade’out of these latter 
elements, this is likely to be a farce, and a 
rather dangerous one at that. 

There are also indications that there may 
be some not immediatdy obvious riders 
discreetly attached to the proposals. It has 
been reported, for instance, thitt though the 
regional councils are generally to be left to 
their own devices, ‘the president iseixpected 
to have powers to impose federal rule in case 
a regional government is found to be pro¬ 
moting ‘an armed rebellion or insurrection’. 
Apart from openingawindow to manipulation 
of regional governments from the centre, this 
seems to betray a deeply ingrained distrust 
among officialdom in ^lombo ttf Tamils 
in general. It is unlikely that a modus vivendi 
can be reached in a climate in which Tamils 
continue to be regarded as a bunch of 
unpatnotic. untrustworthy secessionists. 

Then there is the rather nebulous and 
indeterminate position.^ in the proposals, of 
the ‘Tami I homeland’ - itself a defensive and 
somewhat problematic political construct, 
but nonetheless deeply rooted by now in the 
Tamils’ collective psyche. The integrity and 
indivisibilityofthis 'homeland' (i e,theNoith 
and Ea.<>t) is the sacred cow of Tamil politics, 
and a ‘non-negotiable issue’ to almost every 
Tamil organisation, including the LTTE. All 
that the reform proposal undertakes in (his 
regard is that "one of the (eight] Regions will 
be con.s(ituted by redemarcating the existing 
boundaries of the {xesent North-East Province 
with a view to reconciling Sinhala, Tamil 
and Muslim interests”. 

If ‘rcdemarcation’ and ‘reconciliation of 
interests’ implies redrawing of borders, this 
issue is likely to be a m^r stumbling block. 
Firstly, a partial dismantling of at least the 
most recent Sinhala settlements in the North 
and East would be necessary to assuage 
Tamil concerns about state-sponsored 
‘colonisation’ of their ‘homeland.’ Of 
particular significance in this regard it the 
future of Weli Oya, a settlement complex 
estidilished in the North, near (he junction 
of Mullaithivu and Trincomalee districts, 
with tire express purpose of disrupting the 
territorial contiguity of the north-eastern 
region. While some other settlement schemes 
may be subject to negotiation at tome fljttue 
date, if and whoi better sense prevails on 
all sides, the continuation,^ Wdi Oy* it 
this form will in all probability be 
inadmissible to almost the eidlte tpectnim 
of Tamil political opirdon. Ihe recent fiidled 
Tiger attack on Weli Oya, while a militvy 
sedMCk for the rebelt, may wdl have earoad 
them not inconsithnable political and 
propaganda points with their cohstltueney. 
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and girts gave thdr Hvet (tying to take out 
the single most hated symbot of 
‘colonisation' cannot have fsiitrt to arouse 
a chord of sympathy even among Tamils 
who have de^ misgivings about the LTTE. 

The other crucial question in this regard 
is how to assure the security and rights of 
the Tamil-speaking Muslims, the largest 
minority group in the North-East (17 per 
cent of the North-East's population as a 
whole, a full third in the eastern province). 
The government apparently plans to uckle 
this problem (and placate its coalition partner, 
the Sri LankaMusiimCongress)by detaching 
Amparai district, which has a Muslim 
plurality, from die rest of the east coast and 
carving out a Muslim council of some kind 
in this district. There arc several problems 
with this approach. Firstly, it will enrage 
Tamil nationalists no end, and possibly 
precipitate funherTamil-Muslim bloodshed 
(the Tigers arc a force to reckon with even 
in Amparai, and neighbouring Batticaloa 
district has a Tamil majority of 70 per cent). 

But more importantly, this policy carinot 
be a viable solution to the status of the 
Muslim community in the North-East. The 
pattern of Muslim settlement in the eastern 
districts of Batticaloa and Tnncomalee, and 
in the northern district of Mannar, resembles 
a .series of quite non-contiguous blotches on 
the map of the North and East. In most of 
these places, moreover, Tamil and Muslim 
communities live cheek by jowl in highly 
mixed areas- for example, the volatilecoastal 
townof Kattankudi in Batticaloa. which has 
a Muslim majority, is surrounded on all 
sides by Tamil-dominated villages. It is thus 
not possible to reconcile Muslim and Tamil 
‘interests' through ‘redemarcation', at least 
not without making a complete mess of the 
geographical coherence of the eastern 
province and the mixed zones of Mannar. 
Some other formula for Tamil-Muslim 
coexismnee has to be found in the longer 
term. One option might be to expkxe the 
creation of a network of autonomous 
municipal and cantonal assemblies and 
administrative organs in the Muslim- 
dominated pockets, with speciTied powers 
and responsibilities within the framework of 
a Tamil Autonomous Region' governed by 
a Tamil Nadonid Authority'. 

In any serious negotiatipn process, -the 
status of Ttincomalee port, dw prize of the 
east coast, would be yet mother majospoint 
of contention. -At the moment, the 
government's 'package' Jblves (or rather 
avoids) this issue at the stroke of a pen, by 
decreeing that ‘international ports and 
harbours’ will remain under central control. 
This is not a utishKtory resolution. Some 
kind of middle ground will eventually have 
to be found between Tamil fears that they ^ 
wilt be left with a truncated 'homdaod'« 
minifs Its hconomk: hub, and SInhaieae 
■nxietiea uwt the Tamils will s«^ to 


monopolise the benefits of THneohiaiee 
harbour. As a long-term arrangement, there 
does appeartobescase for some mechanism 
of joint control over Trincomalee. 

Rnally, the governmem's pnqiosals focus 
almost exclusively on the notion of decentra¬ 
lisation to administrative regions, to the 
neglect of reconfiguring institutions of exe¬ 
cutive and particularly legislative power at 
the central level so as to better reflect Sri 
Lanka’s muUinatiimal reality. This is not a 
trivial or inconsequential matter. The major 
reason that Tamils are soobsessi vely attached 
to dK idea of lerritoriaiiy defined autonomy, 
or to outright independence, is that they have 
been systematically ftozen out of povrer- 
sharing at the central level by the Sinhala- 
Buddhist elite ever since the 1950s. The rules 
of Westminster-style parliamentary politics 
have been twisted and manipulated in such 
a manner as to result in the permanent 
marginalisation of Tamils from decision¬ 
making. Thiscanonlybe rectified toalimited 
extent by proportional representation in 
parliament - the minorities (Sri Lankan 
Tamils, theTamii plantation woikers and the 
Muslims)togetheraccountforbaielyaquaitcr 
of the population, and they are deeply di vided. 
Given this demographic configuration, PR 
in itself caniK)l offset the possibility of anti¬ 
minority role in the name of the Sinhaia- 
Buddhist majority, nor can it ensure an effec¬ 
tive voice to each of the communities of Sri 
Lanka. 

That purpose would be far bettor served 
by expanding parliament imo a bicamoai 
institution, in which a ‘House of the Peoples’ 
would be created with equal representation 
from the Sinhala. Tamil and Muslim com¬ 
munities. Most multinational states 
worldwide have some such institution: Sri 
Lanka is a stark exception. This chamber 
could be entrusted with mediating and 
Uibitrattng any inter-community disputes, 
and vested with the authority to acc^ or 
re^ proposals to change the confederal 
constitution of the stale. As of now, the 
government, fully in keeping with its 
administrative-le^ approach to political 
questions, and iu penchant for tmting up 
‘commissions’ at the ibop of a hat on every 
conceivable issue, proposes to entrust the 
task of mediating diq>utes between thecentre 
and the regions, and among regions, to an 
appointed 'Permanent Commission on 
Pevoiution.' It would be much mote useAil 
and democratic to give this responsibility to 
tnelected upper h(^ of parliament in which 
all communities have equid representation. 
Not only would this be acbeck on the leasser- 
tion of hegemony by the Slidiala-Buddhist 
oiigardiy, but it would poieiKially give the 
Tamilsastakeatthe 'centre.' Other gestures, 
evenlfmostly symbolic, could help reinforce 
that stake. example, it can be constitu- 
donally mreidaied that if the presidreit is 
Sinhala, the prime minister must be Tamil, 
and «ice vena (a mejor I m p ro v em a nt on 


mother-daughiertearoi^andthatseaiipirtbf 
the bicameral pariiamelit should rotate 
between Colotid» and Jaffna. 

Most of the omiisioia ami shortcomings 
in the Kumaratunga government's reform 
proposals stem from one source: that they 
are, by and larj^, an unilateral declaratioa 
of intent by one party to Sri Lanka’s conflict. 
Sri Lanka does need to be transformed in 
order to be saved, but the basis for such a 
transformation can only be laid through 
extensive consultation and negotiation 
between the main parties to the conflict 
Applause from members of the ‘inrellectual’ 
stratum in Colombo is not really worth very 
much - history suggests that some (not all) 
of these elements stand ready to endorse 
anything that those in office may choose to 
do at any given time (some of th^ eiements 
even hailed the Rajiv-Jayewardene deal as 
a revolutionary breakthrough, and then 
remained conspicuously silent about the reign 
of tenor and refuession unlearited on the 
Tamils by the Indian army in the guise of 
‘peacekeeping’). Nor is the approval of the 
small Tamil groups based in Colombo wimh 
much. Bereft of organisational strength, 
political credibility and popular support, these 
groupk have little capability to be effective 
spokesmen for Tamil interests. When the 
veteran leader of the Tamil plantation 
workers, S Thondaman, asserts that Tamils 
who seek success in a political arnuigemoit 
have an obligation to concede the leading 
role of the LITE’, he presumably means that 
were it not for the struggle waged by the 
LTTE, theTamii nationahsi movement would 
be insignificant and there would be no 
question of devolution proposals of any kind. 

It is bitterly ironic, therefore, that the one 
Tamil movement that does have very 
significant clo& and bargaining power has 
decided to renounce the path of dialogue, 
and reverted instead to the pursuit of a costly 
and high-risk war option. The Tigers may 
be able to hold their own militarily in ‘Eelam 
War III.' They are an extraordinarily 
resourceful and resilient force, and have 
demonstrated a most impressive capacity to 
withstand and survive challenges and 
setbacks. Moreover, their strategic war¬ 
making capabilities have been greatly 
enhanced by the stupendous growth since 
1991 of their naval wing, the Sea Tigers 
(who have established effective control over 
most of the coastline and high seas off the 
Ninth and East), and by their acquisition and 
deployment of surface-to-air missilesystems. 
The Tigers are now capable of mounting 
ambitious strikes and operations integrating 
their land and marine forces, and of partly 
neutralising the government’s air power. 
Both these developments will have a major 
impact on the military balance on the ground. 

But as I pointed out in my earlier article, 
dwre are certain constraints and dilemmas 
that the Tiger leadership cm ignore only at 
itt own peril. Firstly, especially because of 
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Impotition of a certain communal identity. 

Thinking about women’s resistance to 
repatriation leads me to consider general 
tensions in oral history research to ‘abduct’ 
a woman’s identity for our own scholarly 
purposes, even when we are trying to write 
against the state’s coercive projects. How do 
women now respond to scholarly inquiries 
about rape, forcible coversion and 
repatriation? Within even the most sensitive 
and critical scholarship, there are echoes of 
women resisting being appropriated as 
symbolsof identity in contemporary research. 
Menon and Bhasin (1993) offer evidence 
given by an informant who they call 'S’. S 
was returned to India against her will, and 
remained in an ashram all her life, where 
she taught school and eventually became the 
headmistress. Menon and Bhasin quote a 
little bit from her testimony about being 
kidnapped. “Leave it. What use is it recalling 
the past? Forget about it. I’ve banished it 
all from my mind. I lead a respectable life 
now, why look back to the past - even my 
children don’t know anything about it. Nothing 
can be done it now. It can't be resolved”. 

Survivors of rape and other kinds of 
partition violence often by necessity live 
lives fllled with silence. A woman kidnapped 
from her parent's or husband's home and 
raped may fear that she will not be accepted 
by society if she ‘goes back’. For the raped 
and abducted woman, then, there were no 
neutral spaces left to turn. Many women 
kidnapped during the partition became 
incorporated into the families of their 
attackers through marriage and became 
respected wives and mothers. There were a 
whole range of uncertainties for women 
about leaving their present situations, where 
they often eventually attained a certain degree 
of security and respect. What could lie in 
store for them on the other side? Do women 
now want to sever themselves from their 
families by revealing to scholars that their 
husbands, brother-in-laws, or neighbours had 
originally abducted and raped them? Or do 
they want to talk about being raped by others 
and then forcibly repatriated. The question 
of loyalty to both family and nation is a 
potentially very troubling one when we are 
asking women to tell us what happened. The 
rape may have been 40 or SO years ago, but 
the question of self-identity can never be 
resolved or completed. Where does an 
abducted woman really belong? 

1 am not advocating a return to the 
constitutionally-based histories that describe 
the events of partition as high politics rather 
than personal experience. The history of 
rape and abduction is going to be written. 
Yet I think we need to consider what a 
project of collecting oral history means both 
for ourselves and for the women we might 
interview. Why was 'S’ so unwilling to 
speak? Why has there been such an incredible 
silence about sexual violence for over 40 


years? By encouraging women survivors of 
partition to tell us thdr stories, in some crude 
sense we may be kidnapping them again. 

If we can criticise the state for fwcilHy 
repatriating women to the other side of the 
border, we need to reflect upon our efforts 
to pull women informants back aerms our 
own borders and notions of identity. Even 
in the process of identifying potential 
informants, we are already beginning to set 
certain woiiKn apart as having ruptured or 
‘fractured’ self and communal identities. 
We are then appropriating their supposedly 
’flawed’ identities in our own projects of 
saying what partition means. Clearly .some 
of my concerns here have to do with more 
generic issues of consent and power between 
interviewer and interviewee. |j$ we have 
seen, a woman can refuse to ^ak. Y^'t it 
strikes me when asking women to speak 
about their conditions of location and 
dislocation, we may be reinsenbing and 
fixing our own notions of community and 
border. What kind of identities arc we 
atisuming when asking women to reiterate 
the stories of their ‘true’ origins'? Basically, 
is a woman’s identity the same as her 
childhood family or her husband’s family? 
Are our own reified conceptions of ‘identity ’ 
and community’ being mapped when we 
ask women what side of the border they 
‘really’ belong? These questions about the 
continuing sensitivities of identity suggest 
that the partition did not stop in 1947 when 
the national borders were drawn, and may 
always necessarily remain incomplete. 
Perhaps the overwhelming silence on issues 
of rape and recovery for so many years 
should stand as a reminder that the 
consequences of talk may be too great for 
us to even imagine. 

A Fragmeivt of History 

Though I have by no means exhausted the 
possibilities and perils of oral testimony, at 
this point I would like to look at questions 
of identity and women’s agency in the case 
of an unconventional written document to 
seek further ‘witness’ on how communities 
dealt with the experience of rape, abduction, 
and unwanted pregnancy. In a conservative 
newspaper called Hindu Ouiiook. for 
example, a curious advertisement ran for 
three months in nearly every issue from 
April I to July 8.1947. 'This advertisemem 
was for a drug called ‘ Vandya Karak’. which 
can be roughly translated as ’steriliser’. The 
following is the text of the ad; 

No Conception Will Occur 

If on account of any disease, weakness or 
otherwise any woman does not wish to give 
birth to children, she should use our well 
known medicine ‘Vandya Karak’ for five 
days only. It will slop conception for the 
future, without interference in the wordly 
enjoyment in any way. Thousands of women 


have been benefited by diis medicine. It is 
not harmful to them in any way. Price Rs 4; 
Postage Ans 12. 

Slopped Menses 

This medicine brings forth and regulates the 
stopped and irregular menses (monthly 
course) of women - whatsoever the cause 
might ha ve been. Please note that no pregnant 
woman should use it, otherwise abortion 
shall occur. Price Rs 7, Postage Ans 12. 
Address: Chapla Devi, Dwakhana Chapla 
Bhawan. No IS. Muttra. 

I would like to put forward this advertisement 
as a piece of evidence to this period of large- 
scale sexual violence. The la.st line of the 
advertisement, “please note that no pregnant 
woman should use it, otherwise abortion shall 
occur’’could be read asadirect call forthe needs 
of a woman with an unwanted pregnancy. I 
should point out as an aside that clearly there 
has been unwanted pregnancy in south Asia 
outside the context of communal rape as well, 
and from the advertisement we cannot be sure 
that this adverti.sement was intended for rape 
victims. Yet the period of time that the 
advertisement ran, from April to July 1947, 
coincided with the period just before the 
constitutional partition, dovetailing with 
incredible tension about the placement of 
territorial boundaries. In the context of 
wlJcspiead tensions about the abduction of 
women, advertisement for this drug presents 
a solution to pregnancy resulting from 
communal rape. For readers of English 
newspapers during this time, who might have 
otherwise had the means to go to a clinic or 
^spital, this advertisement is also one sign that 
^le community has established its own quiet 
methods of tiling with the tensions over 
women’s pregnancy and perceived violation of 
community borders. Other types of treatment 
must have been known about through word of 
mouth. 

Abortion was clearly one of the solutions 
to the recovery of the moral standing of the 
community, symbolically violated through 
real violence done to women. Advertisements 
of this type reflect Veena Das’ theory about 
the changes in meaning that reproduction 
and child-bearing took on during partition 
and the politicisation of identity groups. Das 
asks. “What happens when women are 
impregnated by other men and give birth to 
’wrong’ children?” (Das 1990:2]. As Das 
proposes, we need to situate motherhood as 
posing a problem for women’s communal 
identity and the conditions of possibility for 
her re-absorption into the nation. The 
Abducted Persons Bill did not recognise 
marriages which had begun in adbuction. 
Chidren bom of such unions were considered 
illegitimate, so motherhood to a child in 
these circumstances marked women as 
outsiders. Medicines like Vandhya Karak 
were quite ways of privately ’Fixing’ the 
problem of unwanted pregnancy and helped 
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create and control communal boundaries. 
This one advertisement presents potential 
evidence of resources available in the 
community to homogenise and 'clean' a 
religious community, dovetailing with slate 
policy. Just as some women became quietly 
incorporated into their attackers’ families 
and built homes and lives of respect, 
communities have their own quiet and 
potentially coercive ways of retaining 
integrity in iraumalic situations. Yet plenty 
ol quc.slions remain We know little about 
how this drug was used and by whose choice. 
Should we lake this drug to be a sign of 
benevolence or coercion'.' 

Tlic history ol rape and abduction is being 
wnlien Yet we must recognise that we are 
now gathering evidence and writing the 
history ol partition in a very specific hislorical 
moment of communal problems, and think 
about how our production of history inscribes 
contemporary problems into ye.sterday’s 
memories. We need to be altcnlivc to how 
we access women's stones and think about 
how their words may be linked to 
contemporary pressures to speak about 
communal identity in particular ways. I would 
also like to reiterate that for the thousands 
of women who survived Ihcrapcsof partition, 
our soliciting of 'witnesses’ and 'survivors 
would potentially mean asking them to 
invalidate their present status, a process of 
'informing' on the actions of their husbands 
and their families in a way that would be both 
alienating and potentially self-destructive 
We need tothink about how collecting stories 
about the partition may negate the lives ol 
respect that these women have managed to 
construct out of their experiences of intense 
trauma. Who arc we writing this history for'’ 
Our belief that ‘just talking things out’ with 
our informants and collecting testimonies of 
witness may not be helpful to survivors of 
violence. For many women, questions of 
identity do not go away at the end of the 
intcrvtew. Do women consitttite themselves 
as ‘victims’ before or after our interviews'.’ 
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Strategies for Agricultural Liberalisation 

Consequences for Growth, Welfare and Distribution 
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This note summarises the results of a recently completed study which examined the impacts of trade liberalisation, 
agricultural input subsidy reductions and safety net programmes for India with an applied general equilibrium model 
with nine agricultural sectors, one non-tradeable non-agriculture sector and one tradeable twn-agriculture sector and with 
five rural and five urban income classes. The study demonstrates the importance of accounting for large country effects 
in rice trade and estimates the optimal tariff/quota for rice exports for India - which is found to be just half a million 
tonnes of net export of rice. The results show that nan-agricultural trade liberalisation is even more important for agriculture 
than even agricultural trade liberalisation, both of which help accelerate growth. The study concludes that a policy package 
involving trade liberalisation with moderate residual taiffas permitted under GA TT and agricultural inputs subsidies removal 
accompanied by targeted safety net programmes along with stepped up investment in irrigation, with the e.xpected additional 
foreign inflows materialising, produces a scenario that is superior from the point of growth, welfare and distribution and 
that this can he financed without raising taxes 


I 

Introduction and Issues 

THE Indian economy has not grown rapidly 
in (he past in a command and control type 
of environment that offered little incentive 
for efficient use of resources. The economic 
reforms initiated in June 1991 aimed at 
putting the economy on a high growth path 
through improvements in efficiency in the 
industrial sector by bringing in competition. 

Unlike industries, agriculture has 
functioned more or less in a competitive 
environment all along. Neverihelcss, 
inefficiencies in resource use in agriculture 
arose due to trade restrictions, inappropriate 
pricing of inputs and outputs, and the 
prevailing macro-environment. Trade 
restrictions take various forms like, total ban 
on exports, export licensing/ccilings, 
canalisation through governmental agencies, 
as well as restrictions on export prices. 
Distortions in input prices arise mainly due 
to subsidies on farm inputs such as fertiliser, 
irrigation, power and credit. A combination 
of the trade restrictions and government 
intervention in commodity markets result in 
distortions in farm output prices. It is time 
that the reforms address tothesc inefficiencies 
in agriculture so that gains from industrial 
reforms are enhanced further. 

This note summarises a study that examines 
a number of issues that arise in the context 
of agricultural liberalisation. The study 
addresses the following specific questions. 

(1) .Should agricultural trade be liberalised? 
If yes, should we liberalise all 
commodities or only selected ones? In 
particular should we liberalise rice trade 
as Its global market is thin? 

(2) What would he the impact of 
liberalisation on the growth of (he 
economy, sectoral outputs, trade and 
prices? 

(3) How would it affect welfare of different 


expenditure classes in both rural and 
urban areas? 

(4) What would be the impact of removal 
of subsidies on agricultural inputs’’ 

(5) How to offset welfare loss, if any? What 
would be the net impact of liberalisation 
and such offsetting measures? 

The study adopts the normal small country 
assumption for most of Indian agricultural 
produce. But the case of ncc appears to be 
different. India is a major prtxluccr of nee. 
The bul fer stock of rice with the government 
(18 million tonnes in January 199.*)) is itself 
more than (he world trade volume of (his 
commodity. Given such market power there 
is a need to study the large country effects 
while considering (he trade liberalisation of 
rice. In particular one may look into the 
question of adopting asocially optimal tarifis/ 
export quota policy. 

II 

Methodology 

Agncultural reform is likely to affect 
almost every me. Trade liberalisation would 
affect domestic prices of different 
commodities differently. Changes in relative 
prices would cause farmers to change their 
cropping pattern and allocation of inputs 
such as fertiliser to different crops. This will 
result in changes in output levels and farm 
incomes. The trade pattern will also change. 
Changes in relative prices also affect 
consumers and their welfare. All these would 
have implication for government’s tax 
revenues and expenditures for .subsidies and 
anti-poverty programmes. The macro¬ 
economic consequences for the economy 
can be significant. 

Thus to answer the que.stions posed above 
satisfactorily, we need to account for all these 
interdepen^ncics and feedbacks. We have 
done this through policy simulation using an 
applied general equilibrium (AGE) model. 


We use the Agriculture, Growth and 
Redistribution of Incomes Model (AGRIM) 
of Narayana, Parikh aqd Srinivasan (1990). 
This is a sequential general equilibrium model 
(hat computes equilibrium price and output 
for each year in succession. Many of the 
supply and demand relations in tiw model 
have been econometrically estimated. It 
considers nine agricultural sectors and one 
composite non-agricultural sector. There are 
three .sets of agents: producers, consumers 
(classified into five expenditure groups in 
each of rural and urban areas), and 
government. Producer behaviour determines 
commodity supplies and incomes Consumer 
behaviour generates commodity demands 
and household savings. The government 
sets policies such as investment targets, taxes, 
tarilTs, quotas, rations, price supports and 
ceilings. Finally, equilibrium is achieved 
through exchange in which domestic 
demands, together with export demand by 
the rest of the world for each sector's output, 
is equated to the sum of domestic supply 
(emerging from previous year’s production 
net of changes in stocks) and imports. 

The basefreference run is a business-as- 
usual scenario in which past policy regimes 
continue. Any policy changes relative to the 
reference scenario have been introduced 
beginning 1993 and their impacts studied 
over the period I993-2(X)0. Comparison of 
the outcomes of the reference run and the 
policy scenario for the indicators reflecting 
the various objectives of the society show 
the impact of the policy change. 

in the reference run, it is assumed that the 
policies with respect to procurement and 
public distribution of fo^grains, public 
consumption and investment, foreign trade 
and aid, etc, would correspond to those 
prevalent in the recent past. Trade quotas on 
different agricultural commodities ranj^ 
from 5 per cent to IS per cent of domestic 
supplies. For rice, an export quota of half 
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a miilioA totmc is imposMil to the 
thinness ofthe world tnarfcet. Domestic price 
policy sets target prices in a way that provides 
the estimated degree of protection to that 
particular commodity. 

An important assumption in the reference 
scenario and most policy scenarios is that 
total (= public 4- private) investment follows 
a specified investment-GOP relationship. 
This is accomplished by requiring that 
government savings adjust through 
adjustment of tax rate to sup^ement private 
savings. This requirement is re1a.xed in some 
scenarios where tax rate is kept fixed and 
public investment adjusts. 

Free trade implies removal of all price 
distortions including trade quotas. The model 
captures this by removing the prevailing 
protection/disprotection for the different 
sectors. Thus, domestic consumer price for 
an exported (imported) commodity is set as 
world market price minus (plus) international 
trade and transport margins in the policy 
scenarios. The prevailing protection rates 
used in the model are; wheat -0.12, rice 
-0.34, coarse grains 0.10, bovine and ovine 
meat -0.15, dairy products -0.15, other 
animal products -^.15, protein feed -0.30, 
other foods 0.40. non-food agriculture -0.10, 
tradeable non-agriculture 0.3S. The 
protection rates for the agricultural sectors 
are based on Gulati et al (1993). These 
protection rales are derived by comparing 
existing world market price with domestic 
price. Ideally, one should estimate it by com¬ 
paring domestic price with what the world 
market price would be when India removes 
its protection. For a small country these two 
estimates should not be veiy different. While 
in the refeience scenario these (di$)protection 
rates are used, in the trade liberalisation 
scenarios these rates are set to zero and trade 
quotas are removed. An exception is rice for 
which an export quota is imposed to reflect 
the limitation of the world market to absorb 
it (as discussed below). 

in 

Results and Conclusions 

Various policy scenarios have been 
developed to analyse the impact of trade 
liberalisation, optimal rice export quotas/ 
tariffs retaining moderate protective uriffs, 
capital inflows, agricultural inpuU subsidy 
removal and safety net programmes. The 
main conclusions emerging from the study 
are summarised below. 

Trade Liberausation: 

Does It Heu» Economic Growth? 

. Trade liberalisation helps to accelerate 
economic growth in the medium run by 
increasing allocative efficiency within 
agricultural sectors and between agriculture 
and non-agriculture, and by increasing real 
investment due to terms of trade effects. In 
fact, in sevoi years after liberalisation in 
20(X), the GDP is larger by 4.S per cent and 
agricultural GDP largo’ by 4.1 per cent 
compared to the reference scenario. 

The impact of increase in investment is 
much stronger than that of increases in 


allocative efriciency. However, it should be 
noted that potential gains due to better 
allocativeefftciency within non-agricultural 
sector as also within some of the commodity 
groups (e g. Other food sector) are not 
captured in the model in its present form. 
Subject to these limitations, this implies that 
investment goods liberalisation has a greater 
impact on growth, even agricultural growth, 
than agricultural liberalisation. Agricultural 
trade liberalisation beginning 1994 results 
in a growth of I per cent by the year 200() 
in agricultural GDP, whereas when non- 
agricultural sector is also liberalised, 
agricultural GDP grows by more than 3 per 
cent. The terms of trade moves in favour of 
agriculture by 27 per cent when non¬ 
agriculture is liberalised whereas it is less 
than 2 per cent when only agriculture is 
liberalised. The terms of trade effects 
dominate the scenario outcomes. Thus, a 
very important conclusion emerges. Non- 
agricultural trade liberalisation is even more 
important for Indian agriculture than 
agricultural trade liberalisation. This also 
means that the process of liberalisation which 
has so far only reduced non-agricultural 
protection cannot be said to have bypassed 
agriculture. 

In the long run, agriculniral liberalisation 
increases output of all agricultural 
commodities excepting coarse [pains and 
‘other foods’ (which includes sugar, oils, 
etc), the sectors for which our estimates of 
the nominal protection rates were poritive. 
However, when non-agriculture is also 
liberalised, the outpuu of these two sectots 
also increase. In the short run, however, 
agricultural trade liberalisation by itself 
disnipts agricultural production, mainly in 
the ‘other foods' sector by as much as 8 per 
cen(. But if non-agricultural trade is 
liberaised agricultural output,inclu(hng that 
of‘other foods’, picks immediately by about 
4 per cent by 1995. The short nm growth 


effect of trade liberalisation on non- 
agricultural output is weak due to prevailing 
capacity constraint, leading a big jump in 
non-agricultural imports. Over time, as 
capacity is created non-agricultural output 
expands and imports stabilise. 

in the long run. liberalisation leads to 
higher volume of exports of all agricultural 
goods, except coarse grains. Particularly, 
exports of wheat, rice, dairy products and 
non-food products could expand 
substantially. Prices of several agricultural 
sectors, which are disprotected now. would 
rise with trade liberalisation, while prices of 
industry and some agricultural seaors (coarse 
grain and other foods), which are protected 
now, would fall. The only exception to this 
pattern is the case of rice the price of which 
flails despite prevailing disprotection. This 
counter-intuitive result is explained through 
the large country effects and associated export 
quotas, as discussed later. 

How Does Agricultural Trade 

Liberausation Ajtgct Welfare? 

The average welfare indicators such as 
avmge calorie intake, average equivalent 
income and rural-urban income parity show 
improvement under agricultural trade 
lib^isation. This is be^ie the welfare 
effects of trade liberalisation difren across 
different expenditure classes in the rural and 
urban areas. Agricultural liberalisation ^ 
itself improves the wdfaie of the poor in 
both rural and urbui areas. The rria^nal 
increase in terms of trade for agriculture and 
the decline in prices of rice, coiuse grains 
and other food together result in different 
impacts on consumer price indices for 
different expenditure classes. The adverse 
income effect associated with the increase 
in terms of trade is more than adequately 
compensated by the gains to the poor as 
consumen due to fall in rice, coarse grains 
and other food prices. The rural rich who 
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get mcome from both agriculture and non- 
agriculture are. however, worse off due to 
liberalisation in terms of their equivalent 
income. This is because, as government loses 
lant'f revenue due to liberalisation it has to 
raise taxes, which arc stipulated to be only 
on non-agncultural income. Therein lies the 
dilemma of agricultural trade liberalisation. 
The nch farmers would oppose it even though 
the rural poor and urban population stand 
to gain from it. 

Non-agricultural tradcliberali.sation results 
in a deterioration in the average welfare 
indicators. This is largely due to the fall in 
equivalent income of the niral nch and whole 
of urban population due to increase in lax 
rales on non-agricultural incomes. The 
equivalent incomes of urban population falls 
in spite of growth in real non-agncultural 
GDP because of the terms ol trade effects. 

Largi. Country En-wrs: What Is nir. 
Optimal Tariit on India's Rkt: Exmais'' 

Taking inioconsideration the large country 
effects in ihe case of rice as discussed earlier, 
the study concludes that if India were to 
export nee freely, the world market price of 
rice IS likely to fall. When we consider such 
effects, rice sector is not disprotcc'cd to the 
extent implied by the present world prices. 
In commodities where India has market 
power, the non-linearity in world pnees in 
response to India's trade ol the commodity 
should be accounted for. A correct measure 
of disprotection of rice would be Ihe 
difference between present domestic pnee 
and the world market price that would 
prevail if India were to have free trade in 
nee The Figure shows this correct measure 
of (dis)proicction 

The lop pan of the figure shows domestic 
demand curve. Given a fixed supply (the 
argument is valid even if supply is made to 
respond to price) the export level will vary 
wit.*i domestic price Thus at pnee P' 1 , the 
export will be ,SE| and at P^, it will be .SEj, 
In the bottom part of the figure is shown the 
world market price's response to India's rice 
trade At an export level of SE world pnee 
would be P*| and at a level of SE, it would 
be P’,. 

In a’ situation where a domestic pnee of 
P*! prevails an apparent estimate o( nominal 
protection rate would be (P*, - P'^l/P’). 
Now suppose under no export rcsiriclion ine 
domestic price is P',, exports SE, and 
world market pnee P*j = P',. The 'true' 
nominal protection rate is now' estimated to 
be (P*j - P*,)/?*,). 

Given Its market power in world rice trade, 
India could think of imposing tariff on rice 
exports. To determine Ihe level of optimal 
lanff, we need to analy.se Ihe impact of 
Indias exports on world market pnee of nee, 
which IS a major task in itself. Based on 
estimates made by Pankh et al (1987) and 
suggestions of the World Bank, we used a 
nee demand elasticity of 0.1 and a supply 
elasticity of 0 4 for the rest of the world to 
determine the world market price that would 
prevail corresponding to different quotas on 
ncc export varying between 0.5 and 4.0 
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million tonnes by India. Porexpoits beyonid 
4 million tonnes, the world price falls below 
the domestic price and the run would be 
inconsistent in the sense that we force the 
mrxiel to export rice when we should be in 
fact importing. 

The results of this exercise indicates that 
as rice exports rise, domestic rice price 
increases, "rhe production structure shifts in 
favour of both rice and wheat and there is 
again in real GDP. For optimal tariff policy, 
however, we should go beyond the GDP 
effects. We consider welfare level in terms 
ot equivalent income of different classes. 
Equivalent income is defined as the income 
required to provide a consumer at a reference 
set of prices the same utility as provided by 
consumption in policy change scenario. Thus, 
wc can compare equivalent incomes in 
di fferent scenarios. To compare distributions 
ofcquivaicnt incomes acrossdifferent groups 
we use the Willig-Bailcy (1981) criteria 
which compares average equivalent incomes 
of different cumulative population 
proportions for rural and urban areas and 
looks for stochastic dominance. The.se 
indicate that the export tariff for ncc would 
be socially optimal at a level such that rice 
exports arc around half a million tonne. 

Should We Retain Protix'iive Tarilts? 

Retaining (imposition) of moderate 
protective tariffs as jiermissibleunderGATT 
reduces the GDP gains and welfare impacts 
an SI ng from trade liberal 1 sation. If protective 
tariffs arc maintained at 25 per cent ad 
valorem on non-agncultural trade, GDP in 
year 2000 would be lower by about 0.8 per 
cent than under trade liberalisation with no 
protective tariffs. This suggests that thc.se 
tanffs should be imposed only after careful 
consideration of benefits and costs. It may 
be noted that our model does not account 
for potential benefits (if any), of dynamic 
improvement in efficiency due to (infant 
indu.stry) protection. In any case, a case for 
protection has to be made before it is granted. 
This should be particularly so for capital 
goods sectors because of the real investment 
benefits Irom trade liberalisation noted 
earlier. 

What Would be 71ie Impact of Capital 
Inflows'.' 

If liberalisation results in additional inflow 
of foreign capital which is used for increasing 
investment then it helps in both accelerating 
growth and reducing adverse wel fare effects. 
If the capital inflows rise from 1.5 per cent 
in 1993 (base scenario) to about 4 per cent 
by 1996 and maintained thereafter, GDP in 
year 2000 would be higher by 2.6 per eent 
over and above the improvements due to 
trade liberalisation. 

Agricultural Input Subsidies Removal, 
INCREA.SED INVESTMENTS AND SAFETY NeT 

Programmes: Is There a Pareto- 

Superior Win-Win Poucy Package? 

Removal of input subsidies is often 
advocated as a part of the reforms measures 
required to eliminate the distortions in 
agricultural prices. Removal of agricultural 


iniifit sii6sjtitiei WitAi oiiuar gbvein^ii^ 
expenditures being constant, would resuft in 
the release of substantial amounts of 
resources. These resources can be used in 
several alternative ways such as for tax reliefs, 
for enhancinginvestmentsand/orfor welfare 
programmes. 

1 f the savings from subsidy removal, along 
with trade liberalisation, are used merely to 
provide tax reliefs, it results in a loss in GDP 
by about 1.5 per cent in the year 2000 with 
agricultural GDP falling by about 3.5 per 
cent. This aggravates rural poverty though 
the rural rich and urban (»pulation gain 
from tax reliefs. However, when such savings 
are used for increasing investment, especially 
irrigation investment, the adverse effects on 
growth and distribution are more'than offset 
resulting in higher growth of about 1.3 per 
cent. There is virtually no loss in agricultural 
GDP and distribution is also more equitable. 
Thus the conclusion that emerges is that, if 
agriculture is to be subsidised it is better to 
subsidise investment in irrigation rather than 
use of current inputs. 

Expansion of safety net programmes such 
as targeted rationing or public works 
programmes (like the Employment 
Guarantee Scheme(EGS)orJawaharRozgar 
Yojana (JRY)) when financed through 
savings from agricultural input subsidy 
removal can fully protect the poor from 
adverse welfareeffcctsoftrade liberalisation 
and input .subsidy removal. In fact, such 
measures can substantially improve their 
wel fare over and above even the base scenario 
which reflects the pre-liberalisation policies. 

Thus a policy package involving trade 
liberalisation with moderate residual tariff 
as perG ATT and agricultural inputs subsidie.s 
removal accompanied by targeted safety net 
programmes along with stepped up 
investment in irrigation, with the expected 
additional foreign inflows materialising, 
produces a scenario (hat is superior from the 
point of growth, welfare and distribution 
and this can be financed without raising 
taxes. 
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The economy-wide analysis of input subsidies in Indian agriculture reveals that subsidies have outlived their aim 
and have become unsustainable. In order to release resources for higher investments in the agricultural sector, large- 
scale price and institutional reforms are needed to relieve the pressure of subsidies on the Exchequer. Under the 
circumstances, it makes much sense to improve terms of tradeforagricultre and complement this by stepping up investment 
in agriculture through reduction in subsidies. The increased investment in agriculture appears to be a better bargain 
than short-sighted measures such as subsidies. This is because of the fact that cultivable land in India is in short supply 
and raising productivity per unit of cultivable area will require heavy investments in irrigation, rural infrastructure, 
research and extension. Also, investments in basic infrastructure correct for regional imbalances and promote greater 
equity at farm level, while subsidies tend to accentuate inequality. 


OF late, the issue of subsidies in general and 
agricultural subsidies in particular, has 
assumed considerable signitlcance. This has 
happened essentially because of two reasons. 
Firstly, the rising burden of revenue deficit 
had created fiscal imbalance in the central 
and state budgets during the late I9K0s. 
Neglect of simple economic principles in 
various sectors of the economy contributed 
theirdue and the growth process increasingly 
relied on unsustainable financial foundation. 
The burgeoning burden of these subsidies 
was thus, questioned by policy-makers trying 
to correct fiscal imabalance. .Secondly, this 
issue of agricultural subsidies was brought 
to the centre stage under the Uruguay round 
at GATT negotiations In India, this created 
lot of confusion, especially in the initial year 
of Uruguay round, whether Indian agriculture 
isreally net subsidised or taxed, i e. aggregate 
measure of support (AMS) is positive or 
negative. 

These two developments, along with our 
own concern pertaining to plausible impact 
of subsidies on efficiency in resource use 
and environmental degradation in general, 
induced us to examine the issue of agricultural 
subsidies from various angles. An effort, 
therefore, has been made to analyse 
agricultural subsidies with respect to their 
rationale, magnitude and their economy-wide 
impact. 

The paper is organised as follows: Section 
I examines the rationale of subsidising 
agriculture. Section II analyses the issue 
whether Indian agriculture is net subsidised 
or net taxed. Section III discusses the issue 
whether subsidies be increased/abolished/ 
targeted, particularly in adeveloping country 
like India. Section IV spells out various 
concepts of input subsidies, how to quantify 
them and what is the magnitude of input 
subsidies in Indian agriculture. Section V 
examines the economy-wide impact of input 
subsidies, I e, fiscal impact, cropping pattern 
impact, environmental impact.equity impact 
and impact on new industries. Finally, Section 
VI discusses the price and institutional 
reforms that are desirable in the area of input 
subsidies. 


I 

Rationale of Subsidising Agriculture 

The subsidies in agriculture are generally 
rationalised in the overall economic context 
that they play a crucial role in stimulating 
development of any country through 
increased agricultural production, em¬ 
ployment and investment. Alsoihat .subsidies, 
particularly in developing countries must be 
construed as more an instrument promoting 
risk-taking function of the farmers than 
anything else. More specifically, subsidies 
are advanced either to promote the use of 
Rew inputs or to transfer income in favour 
of farming community, maybe to keep them 
in 'parity' with non-farming communities. 
The use of subsidies to promote new inputs 
is generally the case with developing 
countnes and transferring the income in 
favour of farming community is the case 
with developed countries. But. before we go 
on to discuss these issues, let us explore 
various alternatives which arc available 
with the policy-makers for subsidising 
agriculture. 

There are two most common ways of 
subsidising agriculture.' Firstly, governments 
may pay much higher prices for the 
agricultural products than what the farmers 
can obtain under free market environment, 
and secondly, by supplying the inputs at a 
price that is below the cost of supplying these 
especially in case of non-tradable inputs or 
below the price that would prevail in an open 
free trade environment (as in case of tradable 
inputs). Higher prices for farm products can 
be provided mainly by insulating the domestic 
markets from the world economy through 
a restrictive trade policy. On the other hand, 
vital inputs like fertilisers, irrigation water, 
credit, electricity used in the agricultural 
sector can be suppi ted to the fanners at prices 
which are below their would be open market 
prices. The prices of these inputs, therefore, 
do not reflect their true value, i e, the real 
cost of supplying these inputs. Of the above 
mentioned two altem^ives, subsidies on 
inputs are normally preferred because it is 
believed that benefits of government 


expenditure can be derived by the farmers 
only in proportion to their use of inputs 
(Krishna 1967]. Input subsidisation also 
avoids raising food and raw material prices, 
thus avoiding the plausible ad verse effect on 
growing industrial sector or large mass of 
poor living in the developing countries. 
However, most often, it is not just a single 
mechanism but a combination of both higher 
output prices and lower input prices which 
has been used to subsidise agnculture with 
objectives varying from the heed to raise 
domestic production and protect incomes of 
the ^<"ming community. India also tinkered 
with both input and output prices, primarily 
to protect the poor and/or to stimulate the 
use of modern inputs. 

II 

Is Indian Agriculture Net 
Subsidised? 

As mentioned above, India adopted the 
twin approach of input subsidisation and 
output price for her agriculture. To know the 
impact of such a complex and dual policy 
(i e. input subsidies and output price support) 
in India, one will have to work out the 
estimate of what is known as aggregate 
measure of support (AM.S). AMS is the 
annual aggregate value of market price 
support, non-exempt direct payments and 
any other subsidy not exempt^ from the 
reduction commitment expressiKi inmonctary 
terms. Thus, to estimate AMS for Indian 
agriculture, first one works out the level of 
support for each basic product (like rice, 
wheat, cotton and so on) that it obtains 
through (a) market price support, (b) non¬ 
exempt direct payments, and (c) other 
subsidies not exempted from reduction 
commitments. Support which falls under the 
purview of non-product specific (like various 
input subsidies) is totalled into one non¬ 
specific AMS expressed in monetary terms. 
In the product specific AMS. the market 
price support is calculated using the gap 
between a fixed external reference price (fob 
unit value in a net exporting country and cif 
value in a net importing country) and 





administered price (domestic support price) 
multiplied by quantity eligible to receive the 
administered price. In the non-product 
speciFic input subsidies are determined by 
using budgetary outlays. However, if 
budgetary outlays do not reflect the full 
extent of subsidy, the subsidy is worked out 
by using the gap between the subsidised 
price of the inputs and a representative market 
pnce multiplied by the quantity used of 
inputs. 

The estimates based on support prices 
reveal that product-specific AMS for India 
(for 17 products out of 22 total products for 
which India maintains market price support 
programmes) works out to be negative to the 
tune of (-) Rs 242 billion during the period 
1986-87 to 1988-89. This forms (-) 27.74 
per cent of total value of agricultural 
production (excluding forestry and fishery).’ 
Non-product specific AMS works out to be 
Rs 46 billion, 5.24 per cent of total value 
of agricultural production. This, of course, 
would vary depending upon the way one 
measures subsidies, particularly irrigation 
subsidy. By adding these two one gets total 
AMS which stands at (-) Rs 196 billion, that 
forms (-) 22.50 per cent of the value of 
agricultural production, in fact, over the 
years, the AMS has increased in negative 
and stood at (-) Rs 341.44 billion during 
triennium ending 1992-93. This massive 
increase of 73.77 per cent in absolute value 
of AMS seems to be the effect of depreciation 
of rupee against major currencies of the 
world during this pcnod as also in relative 
prices of different commodities. This negative 
support (or net taxation) is duv, to the fact 
that prices of different crops have been fixed 
below their international levels (barring 
exceptions I ike oilseeds and sugarcane). The 
calculations of taxational farm harvest prices 
are also in line with those obtained on the 
basis of support prices, however, the degree 
of taxation differs. These facts clearly indicate 
that Indian agriculture is ‘net taxed'. 

These trends of domestic support arc 
contrary to those found in the developed 
countries of the world [Gulati and Sharma 
i994b]. Almost all countries provide positive 
support to their cultivators ranging from as 
high as 72 per cent in case of Japan, 37 per 
cent in case of European Community and 
26 per cent in case of the US.' This is in 
sharp contrast to India which imposes tax 
on its cultivators. 

This policy of keeping farm prices below 
their international prices, however, 
contnbuted to the bias against agriculture. 
The agricultural product prices were kept 
low presumably to protect the poor, but 
industrial prices were kept high by erecting 
high tariff barriers.' The lower prices of 
agricultural output have not been offset by 
the subsidies on inputs. The terms of trade 
remained much against agriculture due to 
government policies compared to what they 
would have been in a free trade environment. 


bi addition to the low output prices, the 
pervasive government intervention in terms 
of movement restrictions, distributional 
controls, stocking, domestic and foreign 
trade, though initially designed to improve 
the welfare of the people, have injected 
inefficiencies in the entire agricultural 
system [Bhagwati and Srinivasan 1993]. 
This diverted resources away from 
agriculture to industry. Investment in 
agriculture remained stagnant during the 
1980s (Figure I).' This is in sharp contrast 
to the trends observed in investment 
during the 1960s and 1970s. This happened 
despite the fact that gross domestic capital 
formation increased during the 1980s. This 
IS explained in Section V. 

Ill 

Should Subsidies Be Increased/ 
Aboiished/Targeted? 

Analysis in the previous section reveals 
that Indian agriculture is not net subsidised 
but is rather net taxed. If so, does that mean 
that subsidies to Indian agriculture be 
increased? And how—through higher output 
prices than what would prevail under a free 
open economy environment or through 
enhanced subsidisation of inputs? Answers 
to these hard questions, in our humble opinion 
is ‘no’.* To justify our position with respect 
to subsidies, the Ibllowing issues need to be 
explored and replied: 

(i) Are subsidies the best way to 
achieve the intended objectives of growth, 
employment and investment? 

(li) If yes, then for how long the subsidies 
should be continued to meet the above 
mentioned objectives? 

(ill) What is the overall long-term cost of 
these subsidies to the entire economy? and, 
(iv) Are subsidies promoting regional 
equity and allocative efficiency at the national 
level? 

These are the baste questions which should 
be taken into account and need to be answered 


before ■dvendhg iease for ‘net’ wbeidiM. 
Also, costs of input subsidies have to be 
evaluated against tlw loss of potential benefit 
if the same amount was invested in creating 
prodiKtive potential of agriculture. It is 
argued that incentives like subsidies are short¬ 
term measures (Krishna 1967] and they are 
not meant to be substitutes for the long-tenn 
measuresin social and physical infrastnictuie, 
which alone en.sures the viability of the new 
technology (Hayami et al 1977]. Even in the 
short-term a sharp rise in subsidies may cut 
into the resources available for productive 
investments and this is what seems to have 
happened in the Indian context.’ Our 
assessment of the current situatian Ieads4is 
to conclude that input subsidies are cutting 
into the resources which could have been 
invested in generating new productive 
potentials. This is because in a country like 
India where resources are limited, the 
achievement of any particular objective 
usually comes at the expense of other 
competing objective. Thus, it follows from 
the above that a major chunk of the increase 
in resource flows is being diverted to meet 
the expenditure originating from high input 
subsidies rather than making investments in 
agriculture. This trend, if continues, is 
worrisome because if the resources which 
arc meant to create productive investments 
in the long term are diverted to meet short¬ 
term measures like subsidies, the agricultural 
growth suffers." And. history is replete with 
examples which clearly reveal that 
development of agriculturalsectorisessential 
to national growth.* This is due to the fact 
that agricultural sector plays a vital role in 
the economy of a developing country like 
India due to its large share in gross domestic 
product, and more so in employment, and 
also because of strong linkages that this 
sector has with the rest of the economy. 

Subsidies on inputs are generally advanced 
on the assumption that these are temporary 
measures and would be withdrawn once the 
objectives have been achieved. But past 


Table I' Product Stecihc and Non-Product Specific Aogregate Measure of Support 
(TE 1988-89 and TE 1992-9.?) 

(Rs biUitm) 


Support Type 

TE 1988-89 

TE 1992-93 

Product specific AMS 
(a) Based on support jn-ices 

-242.25 

-427.89 


(-27.74) 

(-26.33) 

(b) Based on farm harvest prices 

-151.03 

-295.21 


(-17.29) 

(-18.17) 

Non-producI specific AMS 

45.77 

86.45 


(5.24) 

(5.32) 

Tola! product .specific and non-product specific AMS 
(a) Based on support prices 

-196.48 

- -341.44 


(-22.50) 

(-21.01) 

(b) Based on farm harvest prices 

-105.26 

-208.76 


(-12.05) 

(-12.85) 


Now. Figures in paieniheses are percentages to the total value of agriculturai production 
(excluding forestry and fishciy). 

Source: Gulali and Sharma (1994a). 
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experiem:iB~^«^y sm>\ra ihat it becomes 
increasingly difficuh to reduce or abandon 
subsidies. In fact, there is nothing wrong 
with subsidies if they are well-targeted and 
reach the intended beneficiaries and have a 
definite time frame for their termination. 
But, there is ample evidence to suggest that 
the major share of these subsidies has been 
appropriated by fewer well developed regions 
and better-off sections of the farming 
community (Subbarao I98S] and they have 
spilled beyond their original schedules. 
Another problem associated with input 
subsidies is that they distort the choice of 
commodities and choice of techniques for 
each commodity [Binswanger I974J. They 
lead to inefficient choice of cropping pat¬ 
terns and there arc indications that inputs arc 
being overused in certain pockets of the 
country. 

The subsidies on inputs arc efficient only 
in the initial stages of theiradoption but once 
the farmers become aware of the inputs, 
there is no need to subsidise. If continued 
for a long time they create pressure groups 
and lobby which calls for continued 
protection and it becomes difficult lu 
remove or reduce the subsidies [Dalrympic 
1982]. The experience world over shows 
that continued subsidies for a long lime 
lead to distortions in the economy, require 
cross-subsidies, result in inefficient use of 
scarce resources, become difficult to 
manage and execute and finally il becomes 
difficult to discontinue such incentives. 
All these apprehensions regarding input 
.subsidies expre.s.sed in Meier (1982) have 
come true. 

Keeping these facts in view, the objective 
of this paper is to measure the extent or the 
magnitude of subsidies on four major inputs 
in Indian agriculture, vix. irrigation water, 
electricity, fertiliser and credit. Once these 
estimates are available to the policy-makers, 
appropriate policies can be devised to cut 
down the size of input subsidies so that long¬ 
term growth in agriculture is not jeopardised. 
An attempt has also been in the present study 
to suggest ways to reduce or to check the 
ever rising input subsidies. 

IV 

Input Subsidies — Concepts and 
Quantification"’ 

Concepts and Methodology 

Considering the fact that there arc implicit 
and explicit input subsidies in Indian 
agriculture, the question arises how to 
estimate these subsidies. Subsidies could be 
worked out from the farmer’s point of view, 
from the view point of the input supplying 
agencies and from the society's point of 
view. The estimates of subsidy will differ 
m each of these cases because of differences 
in the procedures adopted. 


- 'ftoURE l 


Tcrim of Trad* (Ratio of Prices Received 
and Prices Paid by the Farmers) 



(i) From the viewpoint of the farmer who 
IS a user of inputs the subsidy could be 
defined as the difference between what he 
is willing to pay for it and what he is actually 
paying. In this case the maximum that a 
farmer would be willing to pay would be 
equal to the marginal value product of input 
use. This concepi of subsidy is akin to 
consumer's surplus in economic theory. 

(II) From the viewpoint o( input sup¬ 
plying agencies, the subsidy could be defined 
as ihc difference between the cost of sup¬ 
plying these inputs and revenue received 
from the farmers. This concept helps in 
knowing the profits or los.scs incurred by 
the supplying agencies in .supplying these 
inputs/re sources 

(III) From the society's viewpoint subsidy 
could be defined as die diftcrcnce between 
true resource cost of supplying inputs 
measured at shadow prices and what the 
larmers pay for it. 

In the present study the subsidies have 
been worked out trom the viewpoint of 
suppliers of inputs such as water, electricity, 
fertiliser and credit, who help to get supplies 
of these inputs. Thus subsidy may be defined 
as the difference between the cost ot 
supplying a particular input and the re¬ 
coveries from supplies. This, however, 
needs a number of adjustments keeping 
m view the data limitations. Various com¬ 
ponents of input subsidies in Indian 
agnculture arc described below. 

(i) Irrigaiion Subsidy It can be estimated 
under two alternative definitions; 

(a) Estimaic I—As thedifference between 
O and M expenses and the recoveries from 


GroM Capital Fonnatton In Agriculture 
Proper (1960-Cl to 1992-93) 



l%l 196S 1970 1975 1980 1985 1993 

a Total 4- Public Sector >1: Private .Sector 
Source C.SO (1994) 

farmers: The underlying logic of this is that 
of marginal cost pricing principle for welfare 
maximi.sation, which states that pricing of 
a rc.source should be done on the basis of 
Its marginal cost, one may think of charging 
only the operation and maintenance costs 
from the farmers. This means that irrigation 
works are subsidised to the extent of the 
dillerencc between gross receipts and the 
O|x:r3tion and maintcnancecxpcnscs incurred 
by project authorities. 

(b) Estimate II — Subsidy on Working 
Expenses and Capital Outlay; The approach 
mentioned above c.stimating subsidy by 
deducting receipts from working expenses 
takes cure of the operation and maintenance 
expenses only and leaves the entire capital 
cost out of its purview. This implicitly means 
that capital cost of various irrigation schemes 
.should be treated as sunk But it would be 
preposterous to treat this capital as sunk, 
because money invested in various irrigation 
schemes has its opportunity cost which mu.st 
be considered along with operation and 
maintenance costs One way to determine 
the opportunity cost of this in vestment would 
be to look at the annualised yield of capital.' ’ 
This calls for finding out an appropriate rate 
of interest, and also a rate of depreciation 
for major and medium and minor irrigation 
schemes. Thus, the rate of interest (average 
redemption yield of government securities) 
was taken as 8.5 percent which is an average 
redemption yield on government bonds as 
well as approximate cost of borrowing funds 
by the government And, the rates of 
depreciation were taken as I 5 per cent in 
cascof major and medium irrigation schemes 


s^ember 30. 1995 


A-95 






and 4 per cent in case of minor irrigation 
^cheme.s to estimate the annualised cost of 
capital employed in irrigation works.'’ 

(II ) Electricity Subsidy: Subsidy on 
electricity could be determined in two 
diflcrent ways. One way out is to work out 
the difference between the tariff charged 
liom the agricultural .sector and the shadow 
price of the electricity which goes towards 
irrigation purposes The Jitficully which 
arises here is to find the shadow price of 
electricity Shadow price can be determined 
by approximating opportunity cost of the 
electricity consumed in minorirrigation. But 
the question which crops up here is: what 
alternative user should be considered for 
shadow pneing, i e, commercial, industrial 
or domestic. This too will not reflect the true 
shadow pnee because the tariffstmcture for 
these sectors also is distorted compared to 
their costs. The secoiul method could be to 
find the opportunity cost ot resources which 
arc used in the generation and distribution 
of electricity. Tradable inputs may be 
computed at their corresponding cif/fob 
prices (depending upon whether they arc 
importables or exportables) and non- 
tradables at their shadow prices This is a 
much bigger task and is not attempted in this 
study. The alternative adopted here to 
estimate subsidy, however, is by taking the 
difference between the average cost of 
supplying electricity to various sectors and 
the tariff charged from agricultural sector 
and multiply this dilTercnce with the quantum 
ot electricity used in agriculture. 

{iiH Fertiliser Subsidy: Fertiliser subsidy 
could be e.stimatcd under the assumption 
that if government had not intervened in the 
system either through retention price scheme 
(RPS) or through controls on the imports of 
fertili.scrs. at what price farmers would have 
got fertilisers. The difference between what 
cultivators would have paid under that 
counter-factual free-trade scenario and what 
they arc actually paying may be termed as 
’economic’ subsidy to farmers. Going by 
this approach, first, one finds per unit cif 
pnccof urea, di-ammonium phosphate (DAP) 
andmuriaieot potash(MOP)scparnicly, and 
then adds to that domestic handling charges 
including unloading, packing in bags, 
transporting to various places in the country 
and marketing expenses involved in the 
process together with the dealer's margin. 
In India, while fertilisers were imported by 
Minerals and Metals Trading Corporation of 
India (MMTC) on behalf of the ministry of 
agriculture, government of India, final 
handling fromthe port to the larm-gatc is left 
to a few pool handling agencies.” These 
agencies, till 1985-86 were paid charges as 
determined by the government on the basis 
of port. typeofeonsignment (hulk orbagged), 
and the destination where imported fertili¬ 
sers were supposed to be made available. In 
1986-87, the government introduced the 


‘tendersystem’ (witheffect from April 1986) 
with the hope of cutting down handling 
costs. The economic subsidy on fertilisers 
per unit of urea (46 percent N). di-ammonium 
phosphate (18-46-0) and muriate of potash 
(60 per cent K,0) has been worked out. 
These estimates are adjusted to derive 
separately economic subsidy per ton of N, 
P and K, and then mu Itiplicd by the respective 


(pjantities of their oonsumption to t^h 
total economic subsidy on fertilisers. 

(iv) Credit Subsidy: From the lender's 
point of view credit subsidy may be looked 
at from two alternative hypotheses. The first 
perceives credit subsidy to consist of two 
components: (a) interest subsidy that accrues 
to agriculture due to concessional rate of 
interest being charged to this sector vis-a- 


Table 2; Ineut .Subsidies in Indian Aoriciilture 

(Ks billion) 


Year 

ItTiealion Subsidy 

Electricity 

Fertiliser Credit 

Total 


E.stimaic Estimate 

1 II 

Subsidy 

Subsidy Subsidy 

Estimate Estimate 

1 . II 

1980-81 

3 64 14 48 

3.69 

2.65 

5.17 

1.5.15 25.99 

1981-82 

3 79 16.36 

4 49 

1.97 

6.53 

16.78 29.35 

1982-8.1 

4 12 18 66 

5.85 

3.17 

7.49 

20.83 .35.17 

198,184 

4 89 2121 

7 69 

5.47 

9.02 

27.06 43.39 

1984-8.S 

5 86 24.55 

9.99 

10 II 

10.58 

36,54 55.23 

1985-86 

7.42 28..56 

13.08 

10.10 

12.28 

42.87 64.02 

1986-87 

9 71 33 61 

17.09 

9 95 

14.02 

50.77 74.67 

1987-88 

12.75 .36 98 

25 42 

11.35 

16.18 

65.71 89.94 

1988-89 

10 21 3,5.42 

.10.21 

16.80 

18 70 

75.91 101.12 

1989-90 

10 98 37 82 

32 46 

23.83 

19.07 

86.34 113.18 

1990-91 

11.75 40 22 

46 21 

23.0.3 

20.64 

101 62 130.09 

1991-92 

12 52 42.62 

58 76 

25.19 

22 20 

118.67 148.77 

1992-9,1 

13 29 45.02 

73,81 

.30 41 

23.77 

141.29 173.02 

TE 1982-83 

3.92 16.50 

4 68 

2 60 

6.40 

17.59 30.17 

TE 1992-91 

12.52 42.62 

59 59 

26.21 

22.20 

120.53 150.63 

Compound 

* 0* 

* 

« 

« 


Growth Rate@ 

4,82 2 29 

19 90 

16.37 

5.48 

12.61 9.12 


(1.49) (0.97) 

(0 80) 

(2.41) 

(0 98) 

(0 88) (0.73) 

Notes E.slimalc 1. Imgation subsidy leprcsenls subsidy incurred on working expenses only. 

Estimate 11. Irrigation subsidy repre.sen(s subsidy incurred on working expends plus subsidy 
incurred on capital outlay. 

Figures m parenlhcscs are respeclivc standard enrols 
(>>> A( 1981-82 constant prices 
' Singnificanl at 1 per cent level of significance. 

** .Significant at .5 per cent level of significance. 


Table 3: Statewise and Rfoionwise Compound Growth Rates in Input 

Subsidies at Constant 1981-82 Prices 

States 

Estimate 1 


Estimate U 


Compound 
Growth Rate 

Standard Error 

Compound 
Growth Rate 

Standard Error 

Assam 

10 94 

1.4270 


8.52 

1..3274 

Bihar 

12.31 

1.6683 


7.22 

1.1379 

Onssa 

5 04 

0.6711 


2.97 

0.7328 

W Bengal 

1051 

0.7861 


7.66 

0.5926 

Ha.stcrn Region 

10.54 

1.1062 


6.10 

0.8938 

Gujaral 

18.40 

1.6680 


13.35 

1.0652 

MP 

13 80 

0.6968 


9.05 

0.5864 

Maharashua 

14.68 

1.0.502 


10.34 

0.8612 

Rajasthan 

12.97 

1 2775 


8.47 

0.9302 

Western Region 

15.22 

0.8419 


10.51 

0.6783 

Haryana 

13.07 

0.8607 


10..39 

0.7130 

HP 

Jammu and 

6.65 

1.0063 


6.62 

1.1080 

Kashmir 

10,07 

1 3406 


6.30 

1.0090 

Punjab 

14.24 

1.5937 


12.08 

1.3447 

UP 

10,12 

0.8169 


7.70 

0.7166 

Northern Region 

11.63 

0.9512 


9.11 

.. 0.8138 

AP 

14.12 

1.0907 


9.84 

0.7797 

Karnataka 

15.01 

1.8275 


10.07 

1.1266 

Kerala 

8 25 

1.2051 


5.88 

I.0I5I 

TNadu 

11.13 

1.2506 


9.67 

i.0576 

Southern Region 

12.87 

1.0806 


9.48 

0.8244 

Note. All growth rates are significant at 1 per cent level of significance. 
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vtf dK othet* MCton of tliie economy; aOd (b> 
defauh subsidy which accrues (o agncuhure 
in the form oftiad debts. Accordingly, interest 
and default subsidy has been calculated 
separately and then added to get credit subsidy 
to Indian agriculture. It should be mentioned 
that default also occurs in credit to non- 
agncultural sector and that therefore, strictly 
speaking, we should take into account only 
the additional default in credit to agriculture. 
The second concept perceives credit subsidy 
as the difference between cost of supplying 
credit to agncultural sector (including 
defaults) and rate of interest received from 
agricultural sector only. The information on 
the cost of supplying credit to the agricultural 
sector is, however, not available for all the 
states and because of this reason it is the first 
alternative which has been employed in the 
present study to estimate credit subsidy. 

Magnitude of Input Subsioif.s 

The entire set of input subsidies, i e, 
irrigation subsidy, electricity subsidy, 
fertiliser subsidy and credit subsidy were 
estimated as explained above. The resulting 
figures of input subsidies which flow to the 
Indian agriculture are presented in Table 2.'* 
It is discernible from the data presented in 
the table that input subsidies in Indian 
agnculture increased at an annual growth 
rate of 12.61 per cent and 9.11 per cent 
respectively during the period 1980-81 to 
1992-93, at constant 1981-82 prices, 
depending upon the way how one estimates 
the irrigation subsidy.” Among various 
components of subsidies, electricity subsidy 
exhibited the highest growth rate (19.89 per 
cent per annum at constant prices) between 
1980-81 and 1992-93. Electricity subsidy 
was closely followed by fertiliser subsidy 
which marked agrowth rate of 16.37 percent 
per annum during the same period. These 
two were followed by credit and irrigation 
subsidies, which increased by S.46 per cent 
and 4.82 per cent respectively during the 
same peri^. With this alarmingly high rate 
of increase in electricity subsidy, there was 
a significant change in the relative shares of 
various input subsidies in total amount of 
subsidies. It is clearly demonstrated by Figure 
2 that during the triennium ending 1982-83, 
credit subsidy under estimate I and irrigation 
subsidy under estimate II, accounted for the 
highest shares of 36 per cent and SS per cent 
of total input subsidies respectively. But 
during TE 1992-93, electricity subsidy 
accounted for the largest share of total input 
subsidies in both the situations. The relative 
share of electricity subsidy in estimate I was 
found to be 49 per cent, while in estimate 
11 the relative share of the same works out 
40 per cent respectively. 

Among different regions of the country, 
western region exhibited the highest rate of 
growth of input subsidies under estimate I 
which was found to be IS.22 per cent per 


PtoutE 2: RbjiTivb Shams of Infut Suasuxes w Indian Araaaa.TuiE 
Brtfanate-l 

TE 1982-83 TE 199^93 

Electricity Imgaiioii Electricity Irrigation 

26.6 per cent 22.3 per cent 49.4 per cent 10.4 per cent 




Peitiliier 


Estimate-Il 


TE 1982-83 

Imgaiion 54.7 per cent 



Credit 

18.4 per cent 



Fertiliser 
17.4 per cent 


annum. Under estimate II, however, the 
highest growth in input subsidies was marked 
by the southern region which was found to 
be 9.48 per cent per annum. ” Eastern region 
showed the lowest rate of per annum growth 
of input subsidies under both the estimates 
among the four regions of the country. 

The western region also accounted for the 
highest share of 34 per cent of ail subsidies 
in the country during TE 1992-93 amounting 
to Rs 40.97 billion (Figure 3). The western 
region was closely followed by northern 
region with a share of 29 per cent where the 
subsidies amounted to Rs 34.04billion during 
the same period. In southern and eastern 
regions the subsidies during TE 1992-93 
stood at Rs 32.13 billion (27 per cent) and 
Rs 12.03 billion (10 per cent) respectively. 
Under estimate II the relative shares of the 
four regions stood at 30 per cent (western 
region), 27 percent (northern region), 26 per 
cent(southemregion)and I3percent(eastem 
region) respectively during the same period. 

In terms of per unit area, however, it was 
the southern region which topped the list 
with input subsidies amounting to Rs 922.1S 
per hectare of gross cropped area under 
estimate I and Rs 1,1 IS.06 per hectare of 
gross cropped area under estimate II 
(Figure 2). The northern region ranked 
second with per hectare subsidy amounting 


to Rs 831.38 under estimate I and Rs 990.62 
under estimate II respectively. The western 
and eastern regions occupied third and fourth 
position in terms of per hectare subsidy 
amounting to Rs SSO.SOand Rs 737.68 under 
estimate I and Rs 372 and Rs 533.01 under 
estimate II respectively. 

V 

Impact of Input Subsidies 

In this section, an attempt is made to 
capture different types of effects that these 
subsidies have on the economy. These are 
broadly categorised as fiiical effect, cropping 
pattern effect, environmental effect, equity 
effect and effect on new industries/ 
technology. 

Direct Fiscal Effect 

The very high Figures of vanous input 
subsidies in Indian agriculture also point to 
the fact that input subsidies grew at a much 
higher rate compared to the total combined 
plan expenditure on agriculture, irrigation 
and special area programmes incurred by the 
centre and state governments during the 
1980s. This is clearly brought out by Table 4. 
It is discernible from the data that input 
subsidies constituted around S2.S6 per cent 
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of the total expenditure incurred on 
agriculture during TE 1982-83 under esti¬ 
mate I which during TE 1992-93 stood at 
131.07 percent, much above the expenditure 
incurred on agriculture.” And, under 
estimate II input subsidies constituted an 
even higher percentage of 90.23 during 
TE 1982-83 and 164.02 per cent during 
TE 1992-93 respectively. Even as a per¬ 
centage of gro.ss domestic product, input 
subsidies rose from 1.24 per cent during 
TE 1982-83 to 2.18 per cent dunng TE 
1992-93 (75.81 per cent increase) under 
estimate I and from 2.13 per cent to 2.73 
per cent (28.17 per cent increase) during the 
same period underestimate II. This indicates 
the heavy burden of input subsidies inflicted 
on the fiscal imbalance of the nation. 

-This is not surprising keeping in view the 
sharp increase in input subsidies per hectare 
of gross cropped area. Input subsidies per 
hectare of gross cropped area increased at 
the rate of 12.27 per cent per annum under 
estimate I and 8.78 per cent per annum under 
estimate 11 at constant 1981-82 prices. 

The immediate impact of very high growth 
in input subsidies is that investment in 
agriculture remained stagnant during the 
1980s (Figure 3), This is in sharp contrast 
to the (rends observed in investment during 
the 1960s and 1970s. This happened dc.spiic 
the fact that gross domestic capital formation 
in the economy increased during the 1980s. 
With the stagnation inagriculturalinvc.stmcnt 
the share of the agricultural sector in gross 
capital formation in the economy also 


declined from 18 per cent in 1980-81 to tO.I 
per cent in 1989-90. 

It is worth mentioning that it is the public 
sector investment in agriculture which, in 
fact, declined significantly during this period 
after having accelerated to 9.59 per cent per 
annum during the 1970s from 2.54 per cent 
per annum during the 1960s (Table 6). And, 
stnee private sector investment is influenced 
by the public sector investment and terms 
of trade, this component also exhibited 
stagnation. 

The stagnation in agricultural investment 
has continued even during the first three 
years of the current decade, i e, during the 
1990s. The gross capital formation in 
agriculture (public and private combined), 
in fact, marginally declined from Rs 45.95 
billion in 1990-91 to Rs 45.81 billion in 
1991-92 and decreased further to Rs 45.67 
billion in 1992-93 (at 1980-81 constant 
prices).'* 

Cropping Pattprn Ei-Fct-T 

Subsidy on irrigation through electricity 
and canal water causes distortion in cropping 
pattern in favour of water-intensive crops 
like paddy in Punjab and sugarcane in 
Maharashtra. In Punjab, ncc acreage as a 
percentage of gross cropped area increased 
from 6.87 per cent in 1970-71 to 27.52 per 
cent in 1991 -92. Similarly, sugarcane acreage 
in Maharashtra increased from 1.07 percent 
(as a percentage of gross cropped area) in 
1970-71 to 1.89 per cent in 1989-90. 


Table 5; Trends in Okoss Capital PbiutATKm 


AT CoNSTAEfr 1980-81 Prices 
(1960-61 TO 1989-90) 

Period 

Qross 

AKiiculture 


Domestic 

Gross 

Gross Fixed 


Capitol 

Capital 

Capital 


Formation 

Formation 

Formation 

1960-61 10 

.3.01* 

6.48* 

6.41* 

1969-70 

(0.89) 

(0..30) 

(0.33) 

1970-71 10 

.I.SI* 

7.52* 

6 07* 

1979-80 

(0.59) 

(1.03) 

(0.92) 

1980-81 lo 

5.28* 

-0.19 

-0.17 

1989-90 

(0.91) 

(0 46) 

(0.41) 


Note: Figures in parentheses ore respective 
standard errors 

* .Significant at I per cent level of 
significance. 


Table 6: Trends in Pubuc and .*’„.vATe Gross 
Capital Formation in Agricultore 
Proper at Constant 1980-81 Prices 


Penod 

Public Sector 
Investment 

Public Sector 
Investment 

1960-61 

2.54** 

8 48* 

to 1969-70 

(0.87) 

(0 43) 

1970-71 

9 59* 

6.63* 

lo 1979-80 

(1 23) . 

(1 16) 

1980-81 

-4.32* 

1.29 

to 1989-90 

(0 .32) 

(0.83) 


Note- Figures in parenlhcses arc respective 
standard errors. 


* Significant at t per cent level of 
significance 

** Significant at S per cent level of 
significance 


Tabii: 4. Input Si.'b.sipies and Planned Expenditure in Indian Agriculture 


(R<i billwn) 


Year 


Input 

Subsidies 

Expenditure 
on Agriculture 

/ 

Inpul Subsidies as Per 
cent of Expenditure 

Input Subsidies as 

Per cent of GDP 

Input Subsidies Per 
Hectare of Gross 
Cropped Area 
(Rs/ha) 

Estimate Estimae 

1 II 

Estimat 

Eslimalc 

II 

Estimate 

1 

Estimate 

II 

Estimate 

1 

Estimate 

II 

1980-81 

1.5.15 

25.99 

29.65 

51.10 

87.67 

1.24 

2.12 

87,41 

149.98 

1981-82 

16 78 

29..35 

.33..36 

.50.29 

87.98 

1.17 

2.05 

94.77 

165.79 

1982-83 

20.83 

.35 17 

.37 01 

.56.28 

95.04 

1.31 

2.21 

120.65 

203.74 

1983-84 

27.06 

43 39 

42.28 

64.01 

102,62 

1.45 

2.32 

150.05 

240.57 

1984-85 

.36.54 

.55.23 

49.02 

74.54 

112.66 

1.75 

2.65 

207.67 

313.87 

1985-86 

42 87 

64 02 

50 65 

84.65 

126.39 

1.83 

2.74 

241.76 

361.00 

1986-87 

.50.77 

74.67 

.59 66 

85.10 

125.16 

1.95 

2.87 

283 77 

417.35 

1987-88 

65.71 

89.94 

67.67 

97.11 

1.32.91 

2.23 

3.05 

380.10 

520.26 

1988-89 

7.5.91 

101.12 

74,21 

102.29 

1.36,26 

2.15 

2.87 

421.47 

561.44 

1989-90 

86.34 

113.18 

75.35 

114.58 

150.20 

2.11 

2.77 

476.62 

624.79 

1990-91 

101 62 

1.3009 

83.66 

121.47 

155.50 

2.14 

2.74 

564.65 

722.84 

1991-92 

118.67 

148.77 

91.50 

129.69 

162.59 

2.15 

2.70 

657.37 

824.12 

1992-93 

141 29 

173.02 

99 46 

142.05 

172.96 

2.25 

2.76 

780..30 

955.53 

TE 1982-83 

17.59 

30.17 

33.34 

52..56 

90.23 

1.24 

2.13 

100.94 

173.17 

TE 1992-93 

.120.53 

1.5063 

91.54 

131.07 

164.02 

2.18 

2.73 

667.44 

834.16 

Compound - 

m 

« 

* 


» 

» 

* 

« 


Grow(h 

1261 

0.78 

2.87 

9.47 

6.07 

S.84 

2.55 

14.27 

8.78 

Rate (S’ 

(0.88) 

(0.76) 

(0.56) 

(0..37) 

(0.26) 

(0.78) 

(0.65) 

(0.91) 

(0.76) 


Nines: Estimate I: Irrigation subsidy represents subsidy incurred on working expenses only. 

Esiimaie II: Irngation subsidy represents subsidy incurred on working expenses plus subsidy incurred on capital outlay at historical prices. 
Figures in parentheses are respective standard errors. 

@ At 1981-82 constant pnees. 

* Sigmficant at I per cent level of significance. 
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Aithdu^ ttatelevei a«ieritgBs luppif^s 
of the informatioo, there would be a few 
districta/aieas where the growth in area under 
these crops is very high. Because of their 
high irrigation requirements, these crops take 
a Jargerchunk of the scarce waterfelectricity) 
available for agriculture, and therefore thrive 
essentially on huge subsidies on canal waters 
and electricity.''’ 

Environmental Effect 

One of thd most serious effects of input 
subsidy isuncnvironmental degradation and 
promoting growth that is likely to be 
unsustainable in due course. Subsidy on 
canal water and subsidy on electricity has 
led to excessive imgation causing salinity 
and waterlogging in some areas and overdraft 
and depletion of ground water in others. 
There arc alarming signs of decline in water 
table, spread of salinity and an increase in 
the level of fluorides in the water. For 
example, Singh and Joshi (1989) point out 
that water table in Punjab is receding at a 
rate of 0.3 to 0.5 metre per year. Bhalia 
(1992), .states in case ol Gujarat that if this 
continues at the current pace, large parts of 
Gujarat will succumb to the forces of 
desertification. Such a continuous depletion 
of the water table may be undesirable and 
as it could lead to high levelsof dc.scrtification 
in most parts of the country. 

Subsidy on ferlili.scrs has similarly led to 
excessive application with adverse environ¬ 
mental effects. In Punjab, the average per 
hectare uscol nitrogen during 1993-94 stood 
at 126.2 kgs per hectare. Since, ail cultivated 
area under every crop hardly comes under 
fcrtili.ser use. rates of nitrogen application 
under a few important crops like rice and 
wheat must have reached a very high level. 
This implies that the observed level of per 
hectare use is much higher than the dose 
recommended by PAD, i e. 90 to 120 kgs 
for wheat and rice in the region. It is impoilant 
to mention in this context that a large part 
of nitrogen will remain unutili.sed in the soil 
and will eventually contribute to the ground 
water pollution. In areas where productivity 
IS sagging, f armers often tend to compensate 
it by applying higher doses ofj'ertiliscr rather 
than managing fcrtili.ser and other inputs 
more efficiently. This substitution of 
management' by higher and higher doses 
ofcheap fcrtili.sercanonly be stopped through 
widespread extension and more judicious 
pricing. 

Equity Impact 

The entire gamut of input .subsidies also 
raises an equity question, i e, who benellts 
from these subsidies and arc these promoting 
regional equity. It appears that the argument 
for continuation of input subsidies on the 
grounds of their distributive effects also 
stands invalidated. In case of fertili.ser, for 
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instance, it is estimated that not more than 
52 percent of budget subsidy goes to farmers 
(average figure from 1980-81 to I992-9J). 
The rest may be deemed to be going to either 
fertiliser industry orthc indu.stry that supplies 
feedstocks to fertiliser industry (e g, ONGC, 
IOC. etc) IGulati and Sharma 1995]. 

Irrigation-based agricultural growth has 
diverted bulk of input .subsidy to irrigated 
areas with serious implications not only for 
inter crop panty but also inter-class and inter- 
region equity, I c, irrigated versus unirrigated 
farmers and irrigated versus dry land regions. 
It has been found that most of the share of 
input subsidies has been appropriated by 
fewer well-watered and well-developed 
regions (Subbarao 1985; Guiati and .Sharma 
1995). This has unquestionably led to the 
neglect of unfavourable areas and these arc 
the areas which need to be given priority in 
any developmental strategy in view of their 
widespread coverage and widespread poverty 
in these areas. For example, not charging for 
irrigation water is the biggest fraud on dry 
land areas. This is because resources get 
dried up in areas receiving early imgation 
investments, and farmers in dry land areas 
have to wait much longer for their turn to 
have the resources percolate down to them. 
As far as the distribution of subsidies among 
different categories of farms is concerned, 
the general perception is that large farmers 
appropriate a larger chunk of the subsidy 
cake. 

But this IS not borne out by the data, once 
one examines it in relation to their share in 
total cropped area. In fact, relevant data 
reveal that it is the small fanners who have 
appropriated proportionately a larger share 
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of subsidies. In Table 7 we have attempted 
to arrange the share of small and marginal 
farmers vu-a-vri large ones in ca.scofiirigaied 
area, number of tube-wells fitted with electric 
pump sets, fertiliser consumption and 
institutional credit. This is done with a view 
thatifthesharcof small and marginal farmers 
in thc.se inputs is higher than their share in 
total cropped area, it would be indicative of 
the fact that they receive proportionately a 
large share of the subsidies on these inputs. 

Impact on New lNDUSTRiE.s/TbciiNOL(X3Y 

When the prices of inputs do not reflect 
their .scarcity value, there is very little 
incent j ve for farmers to adopt methods which 
could make more efficient use of scarce 
resources. A rise in subsidies where prices 
do not reflect the scarcity value will 
accentuate these inefficiencies. This inhibits 
the growth of water saving or energy saving 
devices, which discourages investment in 
tho.se industries which could manufacture 
thc.se input saving devices. For example, 
large subsidies on fertilisers and irrigation 
make this secd-watcr-fertiliscr technology 
relatively more attractivcthanbio-tcchnology 
and thereby slows down the potential growth 
of the latter. Further, dry land farming rematns 
unattractive because of cheap water in 
irngation areas. Use of bio-fertilisers and 
organic manures rematns restricted due to 
subsidies on chemical fcrtili.scrs. Thus, a 
potential revolution in the.se industries 
remains untapped. 

The above discussion and empirical facts 
clearly demonstrate how input subsidies 
have eaten up the re.soua'es which could 
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have been used for creating productive 
p<ncntials. This indicates that input subsidies 
are crowding out productive investments in 
agriculture. In addition to this, continued 
subsidies arc sending wrong signals to the 
fanners, distorting their production baskets, 
leading to environmental degradation. Also, 
subsirlics are not promoting regional and 
inter-personal equity, either. This calls for 
large-scale rclonns in the area of input 
subdies, both in terms of their pricing as well 
as institutional framework. If these .subsidies 
are eliminated or reduced and targeted, 
resources tied up in these can be reinvested 
for creating necessary infrastructure. This 
will not only raise productive potential but 
will also attract more private investments 
and agricultural sector will benefit in the 
•.S<«''1ong run. This will also help in choosing 
efficient cropping patterns which are in tune 
with region’s resource endowments. This 
will help in reducing inefficiencies and 
checking environment degradation. 

VI 

What Is the Way Out? 

The .ibove analysis reveals the following: ' 

(i) In the case of irngalion it is clear that 
there has been a gradual deterioration in the 
financial returns from major and medium as 
well as minor irrigation works. The escalating 
losses due to poor receipts which do not 
cover even the O and M expenses not to talk 
of investments made in the irrigation sector, 
have become unsustainable. The ludicrously 
low water rates are one of the rea.sons 
responsible for the deterioration of irrigation 
and diainage infrastructure in the country. 
Keeping in view ihe critical role of irrigation, 
poor recovery rates do not augur well for 
the dcvclopmcm of this input. 

The mam iea.sori for the widening gap 
beiwecn O and M costs and recovery rates 
is the fact ihai water rates are fixed at current 
prices and updated after a long period. 
Therefore, with the erosion of the value of 
rupee due to inflation, Ihe recovery rates fall 
below ever rising working expenses. This 
can b<; taken care either by fixing recovery 
Kites annually during Ihe beginning of the 
agnculturai year or by indexing the recovery 
rales [Gulati ci al 1994]. It has also been 
realised that recovery rates should cover 
workingexpenses and apart ofcapilal outlay. 
Rough estimates (according to the Committee 
— Pricing of Irrigation Water) indicate that 
raising the priccofwatcrtoiheextcnt needed 
to just cover the O and M expenses and 
above I per cent of the capital cost, works 
out only 6 per cent of Ihe gross value of 
output per hectare ol output per imgated 
hectare [GOI1992]. This committee, headed 
by Vaidyanathan, recommends raising the 
average water rates to Rs 310 per hectare 
from the existing level of Rs 50 per hectare. 

In addition. Ihe committee also recom¬ 
mended volumetric pricing of canal waters. 


It has been felt thtt water chaijjes should be 
a function of volume of water used. If this 
type of tariff structure can be fixed, it will 
eliminate the need for fixing crop-specific 
water rates and estimating area under different 
crops. This is the only way of dealing with 
this situation because the distinction between 
cash and food crops is no longer valid. This 
can be done by supplying water to the user 
co-opcraiivcs or the group of irrigators. 
Initiatives should be taken to make farmers 
co-owners of the irrigation systems and 
transferring management of irrigation 
systems to farmers. At a recently held 
conference in the People’s Republic of China 
on Irrigation Management Transfer (IMT), 
vanous approaches to irrigation management 
transfer were discussed. From the 
deliberations it appears that the expencncc 
of such attempts world over has been a 
mixed one. Butitisbeing realised that greater 
involvement of users is imperative not just 
for financial reasons but for realising the full 
potential of irrigated agriculture (Vaidya- 
nathan 1994]. This can be done by issuing 
‘water bonds’ to the tune of say 5 per cent 
of the equity of the irrigation system [Purscll 
and Gulaii 1993; Gulati ct al 1994a]. As 
stated above, this would help in recovering 
some part of ihccapital cost, and also inculcate 
a feeling amongst farmers that the imgaiion 
system in part belongs to them. This will 
induce them to lake greater interest in 
managing the irrigation system. 

These reforms in pricing of irrigation water 
as well as turning the system from ‘tops 
down to bottoms up' will ensure a more 
efficient use of this scarce resource on the 
one hand and will also encourage belter 
maintenance of vanous irrigation schemes 
on the other. This will help in smoothening 
the optimal supply of irrigation water, and 
make it more productive. 

(ii) In ca.se of electricity subsidy. Ihe 
analysis .shows that the type of administered 
pricing structure that is there creates a 
distortion in the pricing of this crucial input 
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and posing environmental probes. A side 
effect of this has been the steep fall in the 
revenue of state electricity boards. This is 
acting as a deierrem to major investments 
in this sector of the economy by the private 
sector. To make it attractive the rates should 
be revised upward by replacing flat rate 
system with volumetric pricing and 
disiributionof electricity should be privatised. 
To begin with, the minimum tariff rate 
charged from the agriculture sector should 
be revised to SO paise per unit which should 
be revised every year.” Also, the SEBs must 
ensure belter quality of power - both in ternis 
of its availability as well as fluctqations. 
Given the high opportunity cost of this 
resource in a country like India, it must be 
charged al appropriate rates to ensure further 
expansion of the power sector on the one 
hand and to promote efficient use of power 
on the other. The scarcity value of this crucial 
input, therefore, should be made known to 
the farmers. The over-drawing of ground 
water is leading to ground water depletion 
and is creating environmental problems 
(Singh and Joshi 1989; Bhatia 1992]. If 
rational pricing mechanism is not introduced, 
the private .sector will hesitate to invest money 
in power sector, regardless of the concessions 
offered. This could be done by selling 
electricity to user groups or co-operatives of 
farmers or private individuals and having 
them collect dues [Moench 1992; Pursell 
and Gulati 1993]. 

(iii) In case of fertiliser subsidy, although 
prices of phosphalic and potassic fertilisers 
have been decontrolled to check Ihe rising 
burden of fertiliser subsidy, prices of 
nitrogenous fertilisers like urea continue to 
remain under control. This distorted pricing 
mechanism has changed the application rates 
in favour of nitrogen which is harmful to 
the health of the soil keeping in view the 
long-term implications of unbalanced use of 
fertilisers. The fertiliser consumption ratio 
has been badly disturbed. From already 
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Inputs _ 

Farm Category 

Small and Marginal Medium and Loige 

1 Number of holdings 

75.67 

24.33 

2 Total operational area 

29.00 

71.00 

Gross cropped area 

32.62 

67.38 

4 Net irrigaled area 

38.85 

61.15 

5 Net irrigaled area by canals 

39.50 

60..50 

6 Net irrigulcd area by wells 

38.10 

61.90 

7 Number of lube-wells fitted with electric pump sets 

35.30 

64.70 

8 Fertiliser use 

33.94 

66.06 

9 Shorl-tcrm credit 

42.65 

57.35 


Sources. Rows I (olaK{TomGovemmento(lndiii(\992),AltlndiaRepunimAgncuttumlCeHSiis, 
I9/I5-H6. Ministry of Agriculture, New Delhi. 


Row X IS derived from NCAER (1988-89). Study ttf Fertiliser CtmsumptUm and Quality 
Seeds. NCAER. New Delhi. 

Row 9 is from Uesat D K (1988), ' Inslitulkmol Credit Requiraments for Agricultural 
Production - 2000 AD’, Indian Journal af Agricultural Ectmomics. Vol 4.1, No 3, July- 
September. 
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in the year 1990-9t, the consumption ratio 
vitiated to 9.6:2.9;l in 1993-94. against a 
desirable ratio of 4:2:1 . Keeping this in view, 
the prices of urea too should be decontrolled 
and its imports decanalised. To begin with 
an ad hoc subsidy such as in the case of 
phosphatic and potassic fertilisers could be 
granted. Thiscan be done in agradual manner 
spreading it over two to three crop seasons. 
This will give enough time for farmers to 
get adjusted to the new market realities. This 
may sound like a death-knell for the new 
plants that were planned with retention 
pricing in mind. These plants can be saved 
by giving a one-time capital subsidy. 

(iv) The continuous rise in credit subsidy 
points to the burden that might have been 
inflicted on the rural credit. This calls for 
revising the interest rates upwards in order 
to bring the rural financial institutions out 
of the morass of bankruptcy. This can be 
done in stages before bringing it to the levels 
of other sectors of the economy [Katula and 
Gulati l992andGulati and Sharma 1994b]. 
Some of the scholars who have tried to see 
the credit from the borrower’s angle express 
that defaults are mainly due tounder financing 
and delays in the sanctions and disbursement 
of loans [Kahlon 1991). Ihese problems can 
be best addressed by increasing the 
availability of credit and reducing the time 
taken to advance loans. Credit could be 
advanced to the groups of the farmers so that 
each member acts as .surety for the other and 
in case of defaults the group could be 
penalised {Pursell and Gulati 1993].^' In 
view of the scarcity of credit and very high 
rates of interest charged in the informal 
sector, small and marginal farmers would 
benefit much more from easier and timely 
availability of credit from institutional 
sources than from the low subsidised rates 
of interc.st charged [Ran and Gulati 1994]. 
The higher interest changes and less defaults 
will also help in improving the viability of 
rural financial in.stitution$. 

(v) The above reforms in case of input 
prices, however, cannot be implemented in 
isolation of the reforms of the output prices 
because as is demonstrated in Section 11 that 
despite heavy input subsidies, the agricultural 
sector on the whole remains net taxed. This 
is due to the fact that barring a few exceptions 
like oilseeds and sugarcane, the prices of 
other agricultural commodities have been 
kept low compared to their international 
levels, primarily through export controls. 
Therefore, the reforms on input prices must 
be accompanied by the reforms on output 
prices, otherwise it will be very difficult to 
carry through the above-mentioned reforms 
in input prices. Some progress has been 
made in this direction in 1994. but much 
more remains to be done. 

(vi) In the context of reforms on input and 
output prices it is important to ta][e due cate 
that funds which ate tied up in input subsidies. 
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necessary infrastnictuie in the agricultural 
sector such that the possible adverse effects 
of corrections in pricing are minimised and 
this sector can be put on the path of sustainable 
development. 

In conclusion it is worth recapitulating the 
main points of this paper: that Indian 
agriculture is not 'net subsidised’ but ‘net 
taxed’; that overvalued exchange rate and 
high protection to industry has discriminalcd 
against agriculture; that subsidies on key 
inputs have lost their rationale and are now 
crowding out productive investments, 
damaging environment, accentuating in¬ 
equity and promoting incftlcicnl cropping 
patterns; that raising prices of these inputs 
is only a partial solution to the ills of the 
input sectors — they must experience 
institutional reforms to make the system 
sustainable. The sequencing of reforms in 
agricultural subsidies must start from 
liberalising theoutput markets, opening them 
to exports and thereafter involving farmers 
in carrying out reforms in input markets — 
particularly for non-tradabic inputs like 
canal water, electricity and rural credit. It is 
only such a comprehensive package of 
reforms that can contribute towards 
accelerated and.substainabic growth of Indian 
agriculture. 

Note.s 

1 The third wuy could he to make direct 
payinenis to ihc luniicrs lo produce through 
adverse conditions Bui this is not a cotninonly 
used method of subsidising ihc cullivalors 

2 If wc work oul AM.S based oh the value of 
agncullural produce of only those crops for 
which AMS has been cakulalcd. the taxation 
would turn out to be even higher. According 
10 Joshi (1994), AMS ba.sed on this method 
stood at 68 XK percent during inenniumending 
I988-89 

.4 Thcseeslimalcs arc ba.sed on Producer Subsidy 
Bquivaicnis as cslimated by USUA foi the 
penod 1981-82 lo 1987-88 We do not have 
access to ihcir AMS for Ihe penod 1986-87 
to 1988-89, but il Is expected that levels of 
AMS are in line wilh PSF. estimates 

4 On an average, during Ihc 17-year penod, i 
e, 1970-71 lo 1987-88. Ihe proieelion level 
fur agncullure was about half the pioicclion 
level for manufacturing jPurscll and Gulati 
199.1). 

5 II has been observed that after I974-7S, the 
terms of trade in general dcienoralcd against 
agriculture [Sidhu 1993). We have nol used 
the data on terms of trade from the Ecimmiu 
Survey, becau.se of ihe inappropriate 
meihodology being followed in (hat series, 
which does nol give any weightage in 
accordance with thehuymg/selling behaviour 
of fannen.. 

6 We feel subsidies, however, would be 
necessary for some lime, for certain targeted 
groups, especial ly ihose who have little surplus 
lo sell But certainly, what we opine is that 
agriculture should have a ‘level playing field’ 
with Indian industry. In other words, let the 
two sectors face opening up of the economy 
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with much tower level of atriffs and olmoiit 
complete ftcedom to export. 

7 Thjs may raise a question as to how 
productivity increased during the i980s 
despite fall in investment. This it because 
there is always a lag between investment in 
infrastructure and realisation of (he potential 
created, and since a large number of projecu 
exist in pipeline, some potential from (he post 
investmenis would have been realised during 
the 1980s (Rao 1994). The decline in 
investment in Ihe 1980s would essentially 
result in reducing ihe poteniial benefits in the 
future. Further, ihe data on public investmeni 
in agriculture basically comprises of 
investment in major and medium imgalion 
schemes and ignores investment in rural roads, 
elecinfication. markets, etc. 

8 The impaci of declining investment on 
agncullure has been an area of major concern 
of many studies conducted in (he recent past. 
Examples include Rath (1989), Shetty (1990), 
Kumar (1992), Gulati and Bhide (1993) and 
Rao (1994). 

9 To cite an example — Mundlak.Cavotloond 
Domcncch (1989) evaluated Ihe effects of 
government policies on agricultural 
produclivity in Argentina. They found oul 
lhal heavy direct and indirect taxation of the 
agncullural sector had detrimental effects on 
agricultural produclivity growth. 

10 This section draws heavily from an earlier 
work of A.shok Gulau (1989) but refines and 
provides updated alternative estimates of 
irrigation subsidy 

11 However.thcrccanbcadifferenceofopinion 
as lo which cost of capital should be considered 
here, i e. whether historical cost or the 
replacement cost While, the htstoncal at the 
prices of ihose years m which they were 
incurred would set the lower limit, the upper 
limit would pcih.aps be determined by the 
replacement cost at today’s constant prices. 
By definition, replacement cost is a cost at 
which irrigation potential can be created today. 
Thus, there could be one more estimate of 
imgalion subsidy based on this concept. 
However, this has nut been taken up in this 
study. 

12 The rale of interest fur this purpose could 
cither be the rale at which government borrows 
us funds or the average annual redemption 
yield of government securities We have 
considered for our purpose annual redemption 
yield of government securities. The reason 
for this choice is the fact that, interest rate 
at which government borrows its funds has 
in it anelcmcnt of .subsidy. This hidden subsidy 
IS in the form of low rale of interest at which 
government borrows its funds 

A fler the rate of interest has been detemiincd 
that next step is lo estimate (he rate of 
depreciation in case of major and ntediumand 
minor imgalion schemes As.suit\iit^ a iilc 
span of l()0 years for major projecis-'Vtii] 50 
years for medium ones, depreciation m ease 
ol major and medium imgalion schemes would 
be 1 5 per cent. Finding the exact rate of 
depreciation in case of minor imgalion 
schemes is, however, quite complex because 
minor imgalion sclicincs include dug-wclls. 
tanks, shallow tube-wells, deej tube-wells, 
lift irrigation schemes and so on, each of 
which has a different life span. Nevertheless, 
we have taken for our purpose 4 per cent as 
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ih« rale of depreciaiion. which is the weighted 
average of the rales of depreciation of 
lanks. shallow lube-wells and deep tube- wells, 
weights being their relative shares during 
ihe Filth Plan period This indicates that 
a representative (weighted average! 
minor imgalioii scheme has a lilc span of 
25 years 

11 Phosphaiie and polassic lertilisers have now 
tieen decanalised. 

M The csliinalcs of inpiil subsidies presented 
here (fable 2). arc dilfercnl fioiii those shown 
in Table I fliese variations in esliinales arc 
duclothcdilteicnl concepts used inesliiiialing 
input sulisidies The figures shown in Table I 
arc based on the iiieliKKiology adopted by Ihe 
imiiisiry of coniincrcc for working out non 
piiHluci specific .iggregalc measure ol support 
Ihe other reason for vanalions in esiiinaies is 
Ihe fact that our current esliiiiatcs ( Iable 2) 
are bused on Ihe revised inloniiation which 
was not available earlier 

15 If one lakes into account the non-recovery of 
0 |ieralion and inuinlenance charges only 
(csliinale II. Ihe subsidy grew at a higher 
rate of 12 61 |X'r cent But. if one includes 
annuali.sed cost ul capital deployed in niajor 
and iiu'diuiii and minor irrigation scheiiK's in 
non-recovery ol o|K‘rulioii and inainlenancc 
cost testiinatc III. then. Ihe growth in subsidy 
was found to be 6 11 per cent 

16 Growth rales discussed here are not at cinrenl 
prices but at constant 1981-82 pnccs 

17 The cslimalcs ol subsidies presented lierc are 
different Iromihoscgiven in Kaol 1994) These 
differences in estimates are due to the fact that 
irrigation subsidy esiiinaied here includes 
subsidies in intnorimgalion which.ircexcliidcd 
m those csiimaies which .tc* given in Kao 
(1994) 

18 .Some may uigue that total resource flows from 
the govenimeni budgets to agricultural sector 
do not show any decline during this |rcriod 
But. It may he staled that retardation in Ihe 
expansion orpriKliictive polenli.'ilm agncullure 
can occur despite there being no visible 
reduction m the binds allocated to this sector 
This IS because, such outlays are gelling 
incivasingly consumed in maintaining Ihe 
alteady established potential and fintuicing the 
nsing burden of subsidies 

19 Thi.s clearly shows that there is a large-scale 
divcision of resources m tavoiir of those crops 
which are highly waicr-mlensive An ei-/>oii 
survey of ten iiiaior protects in the country 
showed that the cropping patterns that finally 
emerged in the conimand .areas ol these projects 
were significantly different Iroiii Ihe tiiiir 
expectations ol the project aulhonlics. and that 
they were tilled heavily in favour of waler- 
inlensiveciops like pmidy and sugarcane .Since 
water charges are not strictly volumetric, it 
implies that water-inleiisive crops arc more 
subsidised than olhei crops This is true 
despite the fact that water-intensive crops 
have to pay higher charges than less walcr- 
tnlensive crops 

20 Twice Ihe power ministers of states have 
decided this, but only a selected few earned 
It out Tamil Nadu gives it free to rural sector 
In Kaniaiuka. tanners using up to III I IF gel 
tree power This is clearly undesirable and 
unsustainable m the long run 

21 This unique approach of tidvancing loans to 
a group of members is being followed by the 


Bangladesh Grsunin Bank. [iRteod of membef!! 
approaching the bank for loan, the bonk 
identirie.s bontiwers from the group. At '.be 
first stage loans to only two members an: 
issued and on a satisfactory performance 
the remaining members would be covered in 
batches of two homiwcrs each, subject to 
the salisfaclory repayment performance 
(Dadich 19951 
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in Agrici^tuFe 


Some Aspects of Indian Farmers’ Investment Behaviour 


B D Dhawan 
S S Yadav 

Contrary trends in public and private components offi xed i upital formation in of>i icitlitii e sectoi have hern i onxirued 
in some quarters as lack of complementarity between the two investment cnm/wnenis of ant iciiltiiral capitalformation Such 
coniplementarily is believed to have existed in the planninn period. This' artii te raises some pertinent questions on the issue 
on the basis of an inquiry into the Indian farmers' investment behaviour through an anahsis of \itive\ data on the bulian 
fainters total capital expenditure and the .share of fixed ea/ntal foiination in faim business in siii h expenditure 


THE planners have come a long way since 
the launching of the First Five-Yc.ii Plan 
when capital needs of Indian agriculture 
sector were deemed to he low, more so in 
comparison to the capital needs o( industry 
sector. TixJay the capital needs ol agricul¬ 
ture arc well recognised for attaining sus- 
lained growth are in order to meet the steadily 
rising needs of fiHid and fibre ot our luigc 
domestic population, as also make due 
contribution in earning foreign exchange 
thiough exports. Under such ci>nipelliiig 
circumstances, any decline in capital lor- 
maiion in Indian agriculture is hound to he 
a source of anxiety to planners and a valid 
cause for concern to scholars of Indian 
igriculture. 

A disconcerting development has been 
the decline in real capital loriii.ilioii on 
government account in Indian agriculture 
in recent yeais .According to Oulaii and 
Bhidet I W.t). the growth talc in llxcd .'aiMlal 
loinialion (FCf ) in agriculture, mcasuicd 
at constant pnccs ol 19H0-K i, declined iliiniig 
the l9K()s to minus 0') per cent pci aniiiim. 
Ill contrast to a to 6 per cent giowih talc 
recorded during the 1970s .ind the I96()s ' 
l•orlundtcly, this decline is mu jccoriipanied 
by a like decline in agriciiliuial capital 
fonnation on private account which consti¬ 
tutes onc-lhird ol total FCF in agriculture. 
In fact, the farmers continued to raise ilieir 
own investmenis in fixed agricultural .isscts 
during the I9K0s. though without oilselling 
the reduction witnessed in FCF on public 
account. Yet. there was quite a perceptible 
deceleration in private investment elfort, as 
brought out by Table A giving data from 
Gulati and Bhidc's working paper. 

Thc.se contrary trends in public and pri¬ 
vate components of fixed capital formation 
in ugncullurc sector have been construed 
in some quarters as lack ofcomplemcntaiity 
between the two investment components ot 
agricultural capital formation. Such 
complementarity - in the sense of public 
investments in agriculture stimulating pri¬ 
vate investments by farmers themselves - 
IS believed to have existed in the planning 
(xiruKi prior to the 1980s. Here, a number 
ol pertinent questions arise. First, has the 
aforesaid cuinplcnicntaniy between public 
and private investments in agriculture really 
disappeared in the recent years'' If. so why'.' 
Is the contrariness in the two trends (public 


invesinicnt going down and priv.Uc invest¬ 
ment continuing to rise) indicative of sub- 
similabilily in the two categones ol invest¬ 
ments? If .so, what can .iccouni for tins iiirn 
around in investmeni behaviour, Iroin 
complemcniarity to siihsiiiution between 
public and private sector invcMmcnts m our 
agiicultiire''Ai\swcrsioihesequcslionshinei‘ 
inlet iilui on Indian larmcrs’ mvesimeni 
beh.iviour. .is also on the ch,uigcs. il any 
in such heh.ivioui In what lollows an in¬ 
sight into Ih.il behaviimt is oficred through 
•in analysis ol sui\c\ d.iia on Indian f.irni- 
ors’ total capital expenditure .inJ the sh,ire 
of lixi’d capital fonnation iii farm business 
in such expenditure 

Data IJasi 

A nationwide .-.ample survey, known as 
'he All India Debt and Investment .Survey, 
was earned out in the early l9S0s Three 
volumes on the same were brought out by 
the Reserve Bank ol India. One volume, 
entitled AU-httha Debt and Itixesltneni 
Siinrs, l9SI-f<2 ’sUiiistiriil Tahirs Relai- 
ine ID Captud Espendi’ure and Ciipiud 
hiiiiuiliim of Hoitsehiilds iliaim; tlie vent 
ended .tOili June 19X2, was released m laic 
1988. and provides valuable data on fixed 
c.ipiial lot inaiion in agriculture during I9,S 1- 
82. Much ot the information is given sep 
aiiiicW tor urban and rural households. 
Wnereas urban householdsaredistmguished 
by ‘sell-employed’ and non-.sell employed 
categories, the rural households arc distin¬ 
guished in most of the derailed Statistical 
Tables by culiiv.ators’ and ■non-cultiva¬ 
tors’ groupings. (Occasionally, the group 
non-cultivators is lurthcr segregated 
into agricultural labouicrs’. ■.rnis.ins’ and 
‘oihcr non-cultivaiing' hou.scholiK.) 

I'rc'iminary sifting of the data reveals that 
nulk of ihe fixed agricultural capital forma¬ 
tion on private account during 1981*82 was 
by cultivator households, which mintbered 

Tivkli: a 
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■iboul 72 inillioii out of total rural house¬ 
holds ol the ordei ot 94 million. More 
specifically, total FCF in firm business 
.inioiimcd to aboui Rs 14 5 billion, of which 
.iboiii Rs 12.7 billion is accounted hy cul 
iivaiors alone - the rest of the Rs I 8 biliion 
IS spilt betweeu urb.m luuisehnids iRs t .'5 
hillionl and nif.il non-culliv.ilors (Rs l),.v 
billion) Wc h.ivc .1 bic.ikili) of tins fixe.) 
capital lorrn,iii(>n b\ states minibcritig 17. 
as also bv eight assci-si/e c.iicgoncs name- 
i\ up tors 1,()()(). R s I.OOO-5 (XX), RsS.tXK) 
lO.OOO, Rs lO.OOO-.s'O.iKH), Rs 50,000- 
l.(K).(XX), Rs l.(X),(XX)-.5,(K).(XM) and Rs 5 
l.ikh and above Additionally, fixed invcsi- 
inenis m agriculture nredisimguishcd bit the 
following eight item heads, (D Rcclama 
lion ol land; >2) Bunding and oiher land 
improvements. i.U Orchards and planta¬ 
tions. i4) Wells. (5; Other nrigalnm sourc¬ 
es; (6) Agriculiiiral implenicnis :p.iclii!!eiv 
and transpoii cquir.ncm etc \7i Farm 
houses, hams .ind animal %hcds and. '8i 
Other sapit.d cspendiiiirc 

In this paper vve .tic focusing lair .inalysis 
on cullivatoi households who accounted lor 
more than lliroc-fourths ol piivate fixed 
capital lormationin Indian <igm iillurediiiing 
I98I-K2 Siaicwise lolal FCI-Tn .igriculiiuc. 
alongwilh the 18 eoniponcnts ol this FO-, 
arc shown m Appendix Tabii 1 Ihe list ol 
slates, along with llieir piop' iiionale share 
in FCF. IS as in T.ihle B. 

Tile amna, f7 states account tor 98 ,s pci 
cent ol lol.il FCF in .igiieulturc 'Fhe n;st 
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is accounted for by other states and the 
union territories. Uttar Pradesh, qiiite 
expectedly, accounts for about 17.8 per cent 
of all India FCHA. But next in imi^ancc 
IS Maharashtra with 11.9 per cent share. 
Punjab IS placed third with a share of 9.7 
per cent. The three states, Punjab, Haryana 
and Uttar Pradesh together account for a 
little under one-third of all-India FCFA by 
cultivator households. 

MAGNmiDK or FCF in AoRirilLTUKI: FbR 
Cui.TIVAlOR 

Fixed capital formation in agiiculture 
(FCTAi on private account was rather low 
per rural household during 1981 -82. amount¬ 
ing to about Rs 1.18 only. The .same was 
.somewhat higher for cultivator households 
for whom it averaged Rs 176, way above 
Rs 14 per non-cultivator household (Rs SI 
per urban household and Rs 124 per self- 
employed urban household). One reason for 
this tow investment activity is that during 
1981 -82 only a small proportion of the rural 
households invested in fixed agricultural 
capital. This proportion was 16 per cent for 
cultivators, and merely about 4 per cent for 
rural non-cultivators (as well as lor urban 
self-employed households). 

In this nation of continental dmiensions 
inter-state dispanties in most things, eco¬ 
nomic as well as non-cconomic. are quite 
striking. This is also true of FCFA per 
cultivator across 17 states. Statcwisc esti¬ 
mates of FCFA per cultivator household, 
alongwith six broad components, arc shown 
in Appendix Table II. The extremely low 
level of such investment per cultivator 
household was reported from the eastern 
states of Orissa (Rs 38), Bihar (Rs 43), 
Assam (Rs 51) and West Bengal (Rs 54). 
The highest level of fixed capital formation 
was reprwtcd Irom the stale of Punjab (Rs 
915). followed by Haryana (Rs 652). Next 
in ranking is the state of Gujarat (Rs 322|, 
which IS closely followed by Maharashtra 
(Rs 304). The magnitudes lor the remaining 
nine states stood as follows: 


1 Karnataka 

Rs 

253 

2 Raja.sihan 

Rs 

234 

3 Andhra Pradesh 

Rs 

187 

4 UP 

Rs 

178 

5 Tamil Nadu 

Rs 

164 

6 Madhya Pradesh 

Rs 

151 

7 Kerala 

Rs 

135 

8 Jammu and Kashmir 

Rs 

in 

9 Himachal Pradesh 

Rs 

103 

Before wc examine the 

determinants of 


the inter-state disparity in fixed capital 
formation in Indian agriculture, we may 
take note of the following additional facts 
about such capital formation. Capital re¬ 
sources sunk into fixed capital formation in 
the agriculture .sector constitute a rather 
small pioportion (one-fifth) of total capital 
expenditure of cultivator households. More 
specifically, out of total capital expenditure 
of Rs 823 per cultivator household incurred 
during 1981-82 only Rs 176 were directed 
towards fixed capital formation in agricul¬ 
ture. llie most marked inclination in this 


regard was exhibited by Chyanu ftamers 
who allocated nearly 43 per cent (as against 
21 per cent for all India) of their capital 
outlay towards fixed agricultural capital 
formation, notwithstanding the fact that Uicir 
capital outlay (Rs 743) was barely one-third 
of the corresponding magnitudeof the Punjab 
farmers (Rs 2,336 v/de Table I), Of course, 
farmers in Punjab-Haryana region too re¬ 
veal a rather well-marked preference to u.se 
capital resources at their disposal for en¬ 
hancing fixed capital assets in farm activity. 
States revealing low preference in this i .-gold 
wen: Kerala. Orissa. Jammu and Kashmir. 
Bihar, West Bengal, Himachal Pradesh and 
Assam (Table I). For instance, Kerala 
farmers directed hardly 8 per cent of their 
total capital outlay of the order of Rs 1,671 
(per cultivator) towards agricultural capital 
formation in the shape of fixed assets. In 
fact, we find that capital formation in 
agriculture by cultivators and their per cent 
allocation of total capital outlay during 1981- 
82 were well correlated (r = 0.79). 

Because of skew distribution of income 
and wealth in rural areas, fixed capital 
formation loo exhibits highly skewed pat¬ 
tern. For one, the proportion of cultivator 


hMs^tbhti iuideitidcii 
tends to rise considertlity with the asset 
position of a household. More specifically, 
whereas hardly 6 per cent of the cultivators 
with assets worth Rs 1.000 or less could 
undertake such investment, as much as SO 
per cent of them with assets value above 
Rs 5 lakh (assets include land and household 
durables) were doing so during 1981-82. As 
for the .skewness in the distribution of capital 
formation across cultivator households, the 
groupofhouseholds in the asset group Rs one 
to five lakh (who con.stilule one-ienth of the 
total number ol cultivator households in 
India) accounted for nearly half of the total 
fixed capital formation in agriculture (vide 
Table 2). .^ince land ownership as a dom¬ 
inant component of a farmer’s a.ssets in 
India, one can assert that the rising pattern 
in fixed capital formation in agriculture is 
fundamentally land size determined 
(Table C). 

Finally all fixed capital formation amounts 
to just about three-fifths of total capital 
outlay, indicating non-agricultural fixed 
capital formation is far more important for 
fanners than agricultural fixed capital for¬ 
mation. More specifically, against Rs 176 


Tabu; I' .StAnwisE Cahiai. Oirn.AY Allikawu to Fixed AcnicuLniiiAL Camtae Formaii'In 


SI 

No 

1 

Slate 

2 

Total Capital 
Expenditure 

Per Cultivaior 
Ounng 1981-82 (Rs) 

3 

Fixed Ciqjilal 
Formation in 
Agnculiuic 

Per Cultivator (Rst 

4 

Col 4 as a 

IVr Cent of 
Coll 

5 

1 

Punjab 

2336 

915 

39 

2 

Haryana 

1772 

652 

37 


Kerala 

1671 

135 

8 

4 

Jammu and Kashmir 1357 

113 

8 

X 

Kainaiaka 

1261 

253 

20 

6 

Rajasthan 

485 

2.t4 

24 

7 

M^arashlra 

V75 

304 

31 

8 

UP 

86S 

178 

21 

9 

HP 

829 

103 

12 

to 

Andhra Pracxh 

841 

187 

22 

It 

Gujarat 

743 

322 

43 

12 

Tamil Nadu 

732 

164 

22 

13 

MP 

640 

151 

24 

14 

Wesi Bengal 

496 

54 

II 

15 

Bihar 

414 

43 

10 

16 

Orissa 

450 

38 

8 

17 

Assam 

363 

51 

14 

18 

All-India 

823 

176 

21 


Table 2 Assar Gboupwise Farmeb's Participation and Shares in Total Fixed Camtai Formation in 

Agriculture. 1981-82 


.5 No 

Asset Group 

Per Cent 
Culirvators 
in an Asset 
Group 
(Per Cent) 

Per Cent Culrivoion 
Porticipaiing in 
Fixed Capital 
Formalion in 
Agriculture 
(Per Cent) 

Per Cent Share 
of Cultivators in 
Total Fixed Capital 
Fotmarion in 
Agriculture 
(Per Cent) 

1 

Upto Rs 1000 

1 5 

5.7 

Negligible 

2 

Rs 1 - .5000 

11.3 

8.5 

l.l 

3 

Rs 5 - 10000 

13.4 

9.4 

1.6 

4 

Rs 10 - 20000 

20.7 

12.6 

5.4 

5 

Rs 20 - 50000 

28.9 

16.7 

16.2 

6 

Rs 50 - 100000 

14.0 

22.7 

18.4 

7 

Rs 1 - .500000 

9.7 

30.3 

47.4 

8 

Ri 500000 and above 

0.4 

SO.O 

9.9 

9 

All asset groups 

100.0 

16.1 

100.0 
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AiikniM of nxed capital 
fomuaion in agriculture 
per cultivator housebold 

Asset Group 

Rs3 

Up to Rs 1000 

Rs 16 

Rs 1000 - 5000 

Rs2l 

Rs 5000 - 10000 

Rs 45 

Rs 10000 - 20000 

Rs99 

Rs 20000 - .50000 

Rs 2.3.4 

Rs .50000 • 100000 

RsR63 

Rs tOOOOO - .500000 

Ks3909 

R.S 5(XXXX) and above 

Rs 176 

Rs 31000 


going into fixed capital formation in agri¬ 
culture an average cultivator household in 
India spent about Rs 24S on capital in 
residential housing, and about Rs 47 in non- 
farm business capital. While we do not 
know the rate by which stock of fixed 
agricultural capital (excluding land) rose as 
a result of fresh addition of Rs 176 worth 
of fixed capital formation in agnculture, the 
same for all fixed capital formation (agri¬ 
cultural plus non-agriculturai) for all rural 
households did touch a level of about 4.45 
per cent in 1981-82, up from 3.98 per cent 
observed ten years earlier as per the RBI 
Debt and investment Survey of 1971-72 
(Source; Table IV, p 52 of RBI volume of 
1988). 

Main Components of FCFA 

|ln^Appendix Tables III and iV arc listed 
the MX main components of PCF in agri¬ 
culture for each state, in absolute as well 
as in relative terms. The six main compo¬ 
nents are derived from the basic 18 com¬ 
ponents of Appendix Table I as follows. (I) 
Land improvements cover investment in 
land reclamation and in bunding and other 
land improvements, that is, columns I-f2-f 3 
in Appendix Table I. (2) Orchards stands 
for 'orchards and plantations', that is, 
columns 4+5 in Appendix Table 1. (3) Ir¬ 
rigation covers both wells and other private 
irrigation sources, that is. columns 64-7+8+9. 
(4) Agricultural implements comprises 
columns 9+I04-11+12. (5) Farm buildings 
comprise Columns 13+14+15. (6) Others 
comprise columns 164-17+18. 

Fixed capital formation in agriculture is 
quite a varied basket of investment goods. 
Though ‘agricultural implements, machin¬ 
ery, transport equipment, etc', is the single 
most important item in such capital forma¬ 
tion - accounting for Rs 82 out of Rs 176 
of fixed capital formation in agriculture 
(vide Apperidix Table II). this in itself, as 
the heading suggests, is far from a homo¬ 
geneous Item. Irrigation-related capiul 
formation is covered under two heads, 
namely, wells and other irrigation sources, 
both together accounting for about Rs 46 
per rurd cultivator household. That is to 
say. private irrigation investment constitut¬ 
ed at least one-fourth (25 per cent) of total 
fixed capital formation in agricuitaie during 
1981-82. (The rider ‘at least' here reckons 
with the possilrility that pumpsets, oil en- 


gi^ and electric motors used for irrigation 
might have been recorded under the head 
of agricultural machinery referred to above). 

Once again, this preference for irrigation 
investment vu-n-vis other agricultural items 
of fixed capital formation has a regional 
angle to it. This is clear from statewise data 
listed in Table 3. Wc find that both in high 
rainfall states (Assam, West Bengal. Orissa) 
and in hilly states (Himachal Pradesh and 
Jammu and Kashmir) farmers* prefemice 
for irrigation works is rather weak when 
compared to their counterparts’ in low 
rainfall states of western India (Rajasthan 
and Gujarat), medium rainfall states of 
southern India (Andhra Pradesh and Tamil 
Nadu), and Maharashtra in south-western 
India (this state tc^s the list, with 45 per 
cent allocation to irrigation alone). Proba¬ 
bly. a more pertinent indicator of farmers’ 
preference fw irrigation development could 
be the imgation outlay as a proportion of 
total capital outlay. This proportion was just 
about 5 pu cent at all-India level, i c, Rs 5 
out of Rs 100 of capital expenditure by 
cultivators were directed into irrigation 
works (including major repairs). According 
to this criterion, some reordering in state 
rankings occurs, whereby Gujarat cultiva¬ 
tors come on par with Maharashtra culti¬ 
vators in the matter of allocative preferenc¬ 
es for irrigation investments. The farmers 
in these two states put almost Rs 14 out of 
Rs too of their capital expenditure towards 
enhancing their irrigation cover. 

As land size rises, one expects a rise in 
die magnitude of fixed capital formation in 
irrigation. This is well home out by the 
national data in Table 4. 

Investment in agricultural machinery 
(including implements, transport equipment, 
etc), the single-most impoiiant item of fixed 
capital formation in agriculture, is taking 


place at a sizeable rale. At the commence¬ 
ment of the RBI survey of 1981-82,90 pw 
cent of the cultivators reported ownership 
of assets in the shape of agricultural ma¬ 
chinery - the lowest percentage was (itoro 
Kerala cultivators among whom such own¬ 
ership was reported by 70 per cent farmers. 
On the whole, the value of owned agricul¬ 
tural machinery amounted to Rs 1,153 per 
cultivator (Rs 46 per non-cultivator knd Rs 
368 per urban self-employed household). 
To tUs stock the cultivators added about Rs 
8?4Poith of machinery during 1981-82, 
resulting in about 7 per cent increase in this 
class of agricultural capital asset This rate 
of rise is well above the corresponding rate 
of increase in total assets of the rural 
households, namely, 1.25 per cent (0.94 per 
cent a doca^ earlier). No wonder, then, the 
relative share of agricultural machinery in 
total assets of the farmers shows an upward 
increase. This increase in share is a con¬ 
tinuation of a put trend; between 1971 and 
1981 this share rose from 1.8 to 2.6 per cent 

Taru; 4. Irrigation Investment in Relation 
TO Total Assets and Land Value at 
All India, 1981-82 


Total Value of 

Value of 

Fixed Capitol 

All Assets in 

Owned 

Formation in 

1981 

Land in 

Irrigation during 


1981 

1981-82 


(Rs Per Cultivator) 

599 

130 


3.0.50 

1.136 

1 

7.433 

3.521 

2 

14.605 

7.734 

14 

32.076 

18.682 

28 

69.982 

44.154 

71 

182.231 

125.608 

205 

760.042 

575.366 

653 

Average 44.524 

28,536 

44 


Table 3: Statewise Preference rjr Private Invesiment in iRRiCATinN bv Cultivator 



Households in 1981-82 


.State 

Irrigation 

Fixed Capital 

Irrigation Invcslinenl as a 


Invesiment' 

Formation in 

Peiceniagc «( 


IVr Cultivator 

Agriculture 

Total Fixed ('a(Nial 


(Rs) 

Per Cultivator 

Pormalion in 



(Rs) 

Agriculture 

Andhra Pradesh 

68 

187 

36 (7.7) 

Assam 

3 

51 

5 (06) 

Bihai 

12 

43 

27 (2.3), 

Gujarol 

108 

.322 

34 (14.2) 

Haryana 

1.56 

652 

24 (8 8) 

HP 

Negligible 

103 

0 

J and K 

Negligible 

113 

0 

Karnataka 

49 

253 

19 (.3.81 

Keraia 

18 

1.35 

13 (0 1) 

MP 

54 

151 

.36 (8.2) 

Maharashtra 

139 

304 

46 (14.0) 

Orissa 

4 

38 

9 (04> 

Punjab 

94 

915 

10 (3,9) 

Rajasthan 

90 

234 

39 (9.1) 

Tamil Nadu 

64 

164 

.39 (8 1) 

UP 

24 

178 

13 (2.5) 

West Bengal 

3 

34 

5 (0.2) 

All India 

46 

176 

26 (5.3) 

Half. Figures in pateniheses stiow inrigaiioo Invcatment a* percentage of total caintal expenditure by 


cuhiviuor huusehoids. 




A-IOS 



1 ) 1 ' all assets of cultivators - no change was 
observed in the case of rural non-cultivator 
households III proportionate growth terms, 
farmers acquired somewhat more ol durable 
consumer gixids than agncultuial machin¬ 
ery as per the data available on change in 
composition of cultivators' assets between 
1971 and 198) {vtdf Table 5). 

Across states, there exists a positive 
association between irrigation investments 
and investments in agricultural machinery 
by farmers (r = 0.61). This is indicative ol 
some degree ol joininess in these two 
categories ol l-CFA 

Rou Ol Bokrowf-i) Funds 

The Indian farmer is known to be heavily 
dependent on borrowed funds lor meeting 
his needs of fixed capital, working capital, 
and special consumption requirements (like 
weddings, litigation, etc) Total borrowings 
during 1981-82 amounted to about Rs 525 
pet average Indian cultivatni which financed 
almost Iwo-lhirds of his total capital outlay 
of Rs 825 in that year. Tins proportion 
becomes almost thrcc-lourihs when the 
borrowings are related to the cash compo¬ 
nent ol the capital outlay of Rs 726 per 
cultivator, excluding Ihercby non-cash or 
in-kind capital expcndituie Thus, when we 
relate FCFA in to larmers' borrowings we 
find a strong relationship of the following 
type across states lor cultivator households 
FC'Fa = -15 66 -I- ()..5K LOAN. 

18.161 

R- = 1)815. n - 17 
Fills rciaiionship is still siiongcr when we 
consider only insiilutional b«)riowings only, 
w'hich did account lor 56 per cent ol total 
borrowings hv cultivators. 

FOFA = 9 99 + 0 56 CREDIT 
(9.40) 

R’ ^ 0 8,54. n = 17 

As mentioned earlier, larmers' prefer¬ 
ence lor f^FA r/.r-.f-i'i.r other kinds ol capital 
cx|)endiiuies has a positive bearing on FCFA 
in .igiicullure tr = 0.79) Bringing in this 
prelcience vaiiabic impioves the above 
relationships as lollows. 

FCFA- 116+().28LOAN-i-7.87PRHF .. (I) 
|6 67) (3.8.5) 

R2 = 0.91, 11 = 17 

|■CFA--'X>+0 4.5CKFDIT-I-7.50PREF ..(2) 
(8 1,5) (4 151 

R- = o.s).i n =- 17 

where; FCFA stands tor fixed capital for¬ 
mation III agnciillurc per cultivator (Rs). 
LOAN stands lor total borrowings per 
culhvatoi during 1981-82 (Rs), CREDIT 
stands toi borrowings from institutional 
sources (Rs). PREF stands for percent share 
ol FCFA in loial capital expenditure pci 
kultiv.iior iper cent) 

Every one rupee borrowed by an Indian 
cultivator during 1981-82 went into FCF in 
agriciillure to the extent of 28 paisc only. 
This very fraction in the ease of loan funds 
provided to him by Indian financial insti¬ 
tutions (co-operalives, commercial and 
regional rural banks, government, etc) was 
liigher at aboui 45 paise per rupee of in¬ 


stitutional loan during 19$ I-82. 'ntcitc frac¬ 
tional values are suggested by our multiple 
regressitvn equations (1) and (2), and arc 
thus obtained on the ceteris ptirihus con¬ 
dition that cultivators’ preference for FCFA 
vis-a-vis other capital expenditure options 
(like building a residential hou.se) arc held 
constant (i c, not taken into account) 

DtTi.RSiiNA.vrs OH FCFA 

The magnitude of FCF in argiculturc per 
cultivator shows positive association not 
only with external financing available from 
insiituhonni and non-insiitulinnal sources 
but with several other lactors. As already 
pointed out. It IS positively related to farm¬ 
ers' preference for FCFA vis-a-vis other 
capital expenditure options Other notewor¬ 
thy factors having po.sili vc bearing on FCFA 
arc tl) Rate of technical progress experi¬ 
enced in agriculture sector (r=0.75). (2) 
Extent of irrigation development as connot¬ 
ed by gross irrigated area as a per cent net 
sown area ol a state (r=0.79). (.5) Extent of 
public canal irngalion development ns 
connoted by net canal irrigated area as per 
cent of net sown area (r=0,65i (4) Rate ol 
agricultural growth. 

Among the negative factors are normal 
rainfall of astaie (r=minus t)..54) and interest 
rale (r=minus 0.02). Thus farmers hx'alcd 
in low rainfall states tended to h.ivc higher 
FCFA per cultivator than their counterparts 
in high raintall states. Factors behind this 
inverse relationship need to be probed in 
depth The very weak relationship between 
FCFA and interest rate on bormwings by 
tanners that has emerged in our own 
empirical analysis needs to he taken with 
great ciicumspcction. We crnild not obtain 
firm data on interest rates on borrowings of 
cultivators during 1981-82. Our esiimational 
effort in this regard yielded estimates with 
rather low variability across states (coeffi¬ 
cient ol variation = 14 per cent on a mean 
interest rate of 15.66 per cent per annum). 

When we do multivariate analysis, we 
find following intcrc.stmg multiple regres- 
vion equations. 

FCFA = -108.73 -i- 0.38 CREDIT 
(-3.53) (7,47) 

-H 5% PREF-H 32.76 TP. ...(3) 
(3,50) (2.13) 

R‘ = 0.9513. n = 17 

Tabi.i- 5 CiiANOiNO DiSTKininHJN or .Asse-i-s t 
Type of Asset 

I Asifis \hintinf; rife in shurf 

1 Agricultural machinery 

2 Durable household goods 

.5 Transport equipment 

4 Financial assets other than shares 
It A.w(\ uru/ergonig decline in share 

5 Land and building 

t> Livestock and (XHilliy 

7 Shares 

K Dues receivable 

III A\.\rls r/i/iH'ing cimilancY in thiire: 

9 Noii-fann business equipmem 
Total as.scLs 


--fM.75 4-0.»CREDrir 
(-4.24) (6.10) 

+ 7.21 PREF + 1.676 Cl A ..44) 

(.5.18) (3.12) 

= -.9625, n = 17 
=-133.66 -F 0.33 CREDIT 
(-4.84) (6.6.5) 

+ 6.47 PREF + 39.57 GR ...(5) 
(4.81) (3.48) 

R' = 0.9660, N * 17 
=(-) 123.03 + 0.35 CREDIT 
(-4.26) (7.1) 

+ 7.60 PREF + 4.62 CANAL ...(6) 
(-5.30) (2.92) 

R2 = 0.9603. n = 17 
Where: TP is rate of technical progress in 
agnculturc during 1960-80 (per oem); GR 
is annual rale of growth of crop sector 
during 1960-80 (per cent); GIA is gtoss 
irrigated area as per cent of net sown area 
in 1980-81 (per cent): CANAL is net canal 
irrigated as per cent of net sown area in 
1980-81; (Other variables are defined as 
before in equations I and 2). 

Thus total irrigation development in a 
state plays a significant role in FCF in 
agriculture by cultivators. Canal irrigation 
by itself also stimulates private invc.stmeni 
in fixed agricultural capital. Since this 
category of irrigation. is practically under 
public sector in India, one can say public 
.sector investments in canal irrigation have 
e beneficial impact on fixed capital fonna- 


Tablf. 6: Redih'iiun in Pubi.k' lNVE.vrMiJflis in 
iKUHiATIUN DUMNC, 1980 - 9(1 


.Slate 

Per Cent Decline 


Per Annum 

Haryana 

63 

Guiarat 

.5.8 

Tamil Nadu 

.5.7 

Punjab 

54 

OnssB 

,5.2 

Kerala 

.5 0 

Rajasthan 

2.0 

Ullai Pradesh 

1.7 

Karnataka 

1.4 

Maharashtra 

1 1 

Andhra Pradesh 

0.9 

Madhya Pradesh 

0.8 

Assam 

0.7 

Bihar 

Negligible 

All India 

1.7 

'CULTIVATOK HoUSEIIOUSS IN Inoia. 1971-81 

Perceniages for Various Assets 

1971 

1981 

1.8 

2.6 

4.2 

6.6 

0.8 

0.9 

0.8 

0.9 

85.5 

'«.t.6 

6.5 

5.0 

02 

0.1 

0.2 

0.1 

0.2 

OJ 

100.0 

100.0 
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(km m ilirivftM aecnuM. Thtn the slow-down 
in canal irrigation developmem during the 
19K0s ctmid have ceteris paribus slowed 
down private investment in fixed capital in 
our agriculture in the same period. Accord¬ 
ing to Hanumaniha Rm). practically all states 
in India experienced decline in public in¬ 
vestments in irrigation (.vide Table 6). 

We tried to assess the rote of interest rate 
on borrowed funds on FCFA. Addition of 
this variable to the regression equation no.s 
(51 and (6) sh«>wod that it had very weak, 
(hough negative, role in FCFA (the t-value 
of its coefficient wits aniund 0.6). Its role 
appears in a .somewhat better strength when 


we replace iiutitutionaf credit fCREDrT) by 
total borrowings (LOAN} in these two 
equations (the t-valuc rises to around minus 
I.IS), as shown below: 

FCFA » .W.66 + 0.2.} LOAN 
(0..}6) (5.68) 

+ 8.06 PREF + 5.00 GIA 
(4.85) (2.66) 

12.01 INTEREST . (7) 

(-1.78) 

R^ = 09499. N - 17 
FCFA = 41 08 + 0.21 LOAN 
(O.UHl (4.68) 

- 7.65 PREF +1.81 CANAL 
(4,70) (2.79) 


v48) 

(-1.73) 

R's 0.9518, n = 17 
As already pointed out, irrigation and 
agricultural machinery are two important 
main components of rcFA. In fact, we find 
FCFA per cultivator across 17 states is well 
correlated with these two components. 
Whereas the coefficient of correlation be¬ 
tween FCFA and irrigation investment 
component is 0.72, the same between FCFA 
and agricultural machinery i.s still higher, 
namely. 0.98. The complete matrix of 
correlation is listed in Appendix Table V. 
It is found that while instilutional horrow- 


AtwMjix TxBi,h I’ Fixtu CAroAi. Fiirmaimjn in Farm Bvmnesa hv Rdrai riu.nvATi'RS IVS)-K2 


(tm Rm 


Siaic 

Land 

Rectal n.'ition 
New Land 
Brought 
undei 

Cultivation 

II) 

Building and Other 
_ Lind Impiovenicni 
Major Addilions 

Repairs and and New 
Alleralions C<.ii.Mruc 
(ions 

l2l !l) 

Orchurd.s and 
Plantaiion.s 

Normal Planlaiions 

Annual and 

Replanting Additions 

(4) i5> 

Wcll.s 

M.njor Addilions 

Repairs ,snd and New 
Alteralions Construe- 
(ions 

(6) (7) 

Other Irnganon 
Resources 

Major Addilions 

Repairs iuul and New 
Alieralions Consnnt- 
IIOII.S 

(8l l9) 

Andhra Pradesh 

174.S^ 

U3402 

10240 

1404 

18005 

216166 

116914 

15724 

28249 

Assam 

4134 

7946 

4108 

14300 

7216 

4688 

(14 

456 

221 

Bihar 

.'ll 093 

39055 

25026 

2919 

1680 

73666 

7340 

9259 

12943 

Gujorol 

19406 

47177 

28798 

1162 

1191 

7(758 

191475 

(4321 

21365 

Haryana 

7121 

14978 

4934 

455 

1.567 

2(.753 

187 

71887 

12719 

Himachal Pradesh 

909 

5210 

7218 

3320 

2015 




5 

Jammu and Kashmir 

497 

3927 

3608 

16.33 

1537 



67 

15 

Karnataka 

141168 

II8360 

44499 

24561 

24787 

57503 

101801 

49(7 

6502 

Kerala 

21828 

61018 

23838 

4123? 

I4748K 

21051 

31671 

1136 

4637 

Madhya Pradesh 

20333 

62153 

23273 

4076 

793 

75358 

162627 

13.386 

41614 

Maharashtra 

6025.3 

214378 

37828 

149.55 

(4993 

370;.,i. 

2 19321 

72356 

45709 

Orissa 

21.343 

3 (656 

(601 

6846 

1356 

2742 

4833 

514 

4566 

Punjab 

46005 

(2567 

2.3522 

(78 

(67 3 

14025 

24585 

56010 

mss 

Rajasthan 

44250 

30257 

20863 


948 

15878.5 

5,(908 

45617 

833 (8 

Tamil Nadu 

41336 

89273 

11995 

|44*6 

147.33 

200119 

52403 

45180 

14(06 

Uttar Pradesh 

44695 

37753 

1.5824 

1282 

1,(372 

35284 

22249 

M627 

165431 

West Bengal 

10787 

25577 

11 753 

9341 

1X890 

1870 

9102 

4078 

2.327 

All India 

586238 

982845 

(09932 

1554.55 

2X5805 

1293525 

1022513 

459115 

498(16 
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tm) Rsl 


Agri Implemems. Mach. 

_.louixpon J^uipmcnt 

Major New Own Pio- 

Repairs and Purchases duciion of 

Alieralions liiij.leineni 

(10) (III (12) 

Faini Houses. Bains 

_AnintuI Sheds, eie 

New Major Addilions 

Purchases Repairs and and New 
Alieralioii- Consinic- 
iions 

(1.3) 114) (15) 

New 

Purchases 

<I6) 

Oiheis 

Major 
Rcp.urs ,3nd 
Alreralion-' 

(17) 

Addilions 
and Ness 
Consiruc 

Don' 

(181 

• 

Andhra Pradesh 

217626 

212338 

4696 

3.568 

2.3.348 

29260 

7542 

I204( 

)25 

1048520 

As-sain 

6857 

8306 

.3625 

2508 

16301 

(7100 

.(911 

4521 

|45| 

1083.39 

Bihai 

26982 

90347 

688 

98 

1.5997 

9517 

6689 

2500 

;.5X,2 

178607 

Gujarat 

Haryana 

200547 

68118 

31.5.390 

299844 

4891 

1.1.34 

.1236 

2708 

2540 

4893 

8090 

1609 

5992 

1X12 

674.S 

959258 

.S4979S 

Himachal Pradesh 

732 

32674 

53 i 


(452 

14686 

79 

75 

49 

6.S9.58 

Jatnimi and Kashmir 

5305 

27895 

297 

58 

2457 

24748 

10.(9 

175 

467 

74264 

Karnataka 

1025*1 

172182 

14620 

598 

60.36 

32710 

21759 

74 ( 

61|s 

(8(470 

Kerala 

10031 

.37282 

27 

555 

14095 

(0.348 

1662 

(.887 

855 

435649 

Madhya Pradesh 

106.360 

280873 

5967 

1005 

2554 

(8298 

711 

52 

i2l6 

820752 

Mabarashira 

Oriss,3 

169486 

6396 

226060 

24050 

4394 

1518 

1.501 

8292 

3388 

19757 

15229 

(5282 

2284 

1 (164 
10.(1 

2;sii 

I 509756 
13.3.(62 

Pimjah 

313520 

490777 

40489 

4.5.52 

10549 

96487 

.5731 

669 

1121 ’ 

1226084 

Rajasthan 

SI 493 

293095 

12.53 

586 

5934 

37501 

22566 

4704 

r+t 

X86K.5.( 

Tamil Nadu 

108076 

170085 

114 

34 

4610 

20254 

9524 

1(83 

287 

798857 

Uttar Pradesh 

2.59561 

128.3377 

2634 

7.5(H) 

15259 

2273(8 

7878 


iKl4(. 

3259056 

West Bengal 

26824 

9959f, 

6(>54 

1938 

22774 

62544 

5.152 


10362 

(29.(76 

All India 

1716804 

4082 W5 

917.52 

28370 

182670 

(.61838 

1525.39 

SS 362 

88552 

1265949.3 


■ .. September 30. t995 


A-107 







AmNMX Tamje ll; pE* Cu.tfVAim Values op DmscxTCaMKMamwid^A. I4SI^ 


.Stale 

Land 

improve- 

mems 

Orchani 

Irtigalion 

Agri 

Imple¬ 

ments 

Rum 

Buildings 

Others 

Total 

Andhra Pradesh 

25 

3 

68 

78 

10 

4 

188 (187) 

Assam 

K 

10 

3 

9 

17 

5 

51 

Bihar 

13 

1 

12 

14 

3 

1 

44 (43) 

Cujarai 

32 

1 

108 

175 

3 

3 

322 

Haryana 

32 

2 

156 

439 

16 

7 

653 (652) 

Himachal Pradesh 

20 

8 

0 

51 

24 

0 

104 (10.3) 

Jammu and Kashmir 

12 

5 

0 

51 

42 

3 

113 

Karnataka 

88 

14 

49 

83 

II 

8 

254 (153) 

Kerala 

33 

59 

18 

15 

8 

3 

1.35 

Madhya Pradesh 

19 

1 

54 

72 

4 

0 

151 

Maharashtra 

63 

6 

139 

81 

6 

10 

.305 (.304) 

Onssa 

17 

2 

4 

9 

5 

1 

39 (.3.S) 

Punjab 

76 

3 

94 

631 

83 

28 

916 (915) 

Rajasthan 

25 

0 

90 

99 

12 

8 

234 

Tomil Nadu 

29 

6 

64 

57 

5 

2 

165 (164) 

llllai Pradesh 

8 

1 

24 

122 

21 

2 

179 (178) 

West Bengal 

8 

5 

3 

22 

14 

3 

54 

All India 

26 

6 

46 

82 

12 

4 

177 (I76i 


NiHf Figures in parentheses are values in the RBI repoit vriicreas our values are denved ones ohtamed 
by dividing reported (estimated by RBI) values of FCF in agriculture in a slate b cultivators by the 
number of cullivator households in the state 


AmNoixTASU;lll: SrAiEwise Bboad Comtositiun of FCF in Artarui.niet. I98I-K2 


.State 

Number of Land 
CullivatOfs Improve- 
COOO) meats 

Orchard 

Irriga¬ 

tion 

Agn 

Imple¬ 

ments 

Farm 

Buildings 

Others 

Total 

Andhra Pradesh 

55828 

141095 

19407 

377073 

4.34660 

56176 

20010 

I04K42I 

A.ssam 

2109 5 

16188 

21516 

5679 

18788 

36209 

9883 

108263 

Bihar 

8645.5 

115174 

4.599 

103208 

11X017 

2.5612 

II77I 

.17X381 

Gujarat 

2977 4 

95381 

2353 

322919 

520828 

7601 

10169 

9.59251 

Haryana 

842.0 

27033 

2022 

131.546 

.3692% 

13866 

.5952 

.549715 

Himachal Pradesh 

666 3 

1.3.337 

5335 

5 

339.37 

16138 

203 

68955 

Jammu and Kashmir 655.9 

8032 

3170 

82 

3.3497 

27263 

1681 

73725 

Karnataka 

.1473.0 

.304027 

49.348 

I7074» 

289.'«8.4 

39.344 

28617 

881462 

Kerala 

3225 4 

106684 

W872.5 

5H490 

47340 

24998 

9404 

43.5641 

Madhya Pradesh 

5430 5 

105759 

4869 

292985 

393200 

218.57 

1979 

820649 

Maharashtra 

4951.0 

.312461 

29948 

68724' 

39<)940 

29550 

50.59f. 

1.509742 

Onssa 

3427 6 

58600 

8202 

12655 

31964 

18617 

3315 

1333.53 

Punjab 

1.338 6 

102094 

4051 

125575 

844786 

II1588 

37617 

122.5711 

Kaiasihan 

1789 2 

95370 

948 

341648 

375841 

44021 

29014 

886842 

Tamil Nadu 

4843 3 

142604 

29169 

3(1008 

278275 

24898 

III94 

297148 

Utlar Pradesh 

126514 

98272 

14654 

304590 

1545572 

270077 

26224 

2259389 

West Bengal 

6074.4 

4KII7 

28231 

17577 

132474 

872.56 

1.5714 

329369 

All India 

71.553 4 

1879015 

441260 327.3473 

5892951 

K72878 : 

296453 126.560.30 


ings CfRiiiiMb iiji'biive • pinfiiive 
ifrigaiion investments oB 

private account, normal rainfall (RAIN) 
emerges as a ncgaCive factor. The two 
variables together explain S8 per cent of the 
variance in PCFA through the following 
equation: 

IRRINVEST = 79.24 + 0.06 CREDIT 
(3.211 (2..38) 

-0.41 RAIN, .,.(8) 

(-2.73) 

R’ » 0.5804. n = 17 

This equation suggests that farmers in 
low rainfall states tend to improve their 
irrigation status much more than their breth¬ 
ren do in high ratnfall stales, and as much 
as 6 pai% out of one rupee of institutional 
loan raised during 1981-82 by t^em went 
into imgaiion development. 

Investment tn agricultural machinery 
(including impiemenu:. transport equipment, 
etc) bears positive relation with total bor¬ 
rowings (r^.8S), institutional borrowings 
(f5=0.87), farmers* preferences for FCFA 
(r=0.73). tale of growth in agriculture and 
technical progress in crop sector, as also 
< r=0.76). with irrigation investment (r=f).61) 
as already pointed out. Again, this compo¬ 
nent loo bears a negative relation with rainfall 
vanable - but it turns out with a statistically 
insignilicani (and positive too) ciwflicicm 
in multiple regression analysis. Two note¬ 
worthy equations arc as follow.s: 
AGMACHIN = -14(1.64 + 0.15 CREDIT 
(-2.12) :2.62) 

4 4.74 PREF + 2.37 GIA 
«2 60» (4.12) 

^ 0.05 RAIN . ,(9) 

'0.17) 

R^ = 0.9325. n = 17 
= -152.92 4 0.19 CREDIT 
(-2.02) (3.401 

+5.32 PREF 4 6. ^8 CANAL 
(2.59, i3.47, 

4 0.06 RAIN ...110) 
(0.19* 

R> = 0.9186. n 12 
Our attempt to relate agricultural machin¬ 
ery investment (AGMACHIN) to irrigation 
investment of the same year docs not reveal 


AtveNMX Tam£ VI: STATF.wise Values he Twelvl VA«uau:.s 


.Slate 

(XI) 

(X2) 

(X3) 

(X4) 

(X.5) 

(X6) 

(X7I 

(X8) 

(X9) 

(XIO) 

(XII) 

(XI2) 

Andhra Pradesh 

187 

906 

386 

22 

1267 

2 42 

19.1 

89 

68 

78 

40 

15.8 

Assam 

51 

29 

8 

14 

1714 

1.00 

IS.t 

252 

3 

9 

15 

2.1 

Bihar 

43 

129 

56 

to 

921 

0.81 

16.1 

129 

12 

14 

44 

13.2 

Gujarat 

322 

.526 

.360 

43 

1033 

2.76 

12.7 

74 

108 

175 

24 

3.8 

Haryana 

652 

11.36 

860 

37 

1355 

3 84 

14.0 

70 

156 

439 

92 

32.2 

Himachal Pradesh 

103 

324 

217 

12 

946 

1.55 

11.4 

140 

0 

51 

16 

0.7 

Jammu and Kashmir 

il3 

435 

220 

8 

1.345 

3 77 

12.7 

120 

0 

51 

44 

1.5.7 

Karnataka 

253 

625 

409 

20 

926 

2..34 

145 

82 

49 

83 

17 

5.5 

Kerala 

135 

960 

656 

8 

2146 

0.78 

15.4 

275 

18 

15 

17 

4.8 

Madhya Pradesh 

151 

.388 

183 

24 

604 

0.91 

18.4 

123 

.54 

72 

13 

5.5 

Maharashtra 

.104 

884 

656 

31 

994 

1.76 

14.4 

91 

1.39 

81 

14 

23 

Orissa 

38 

219 

1.54 

8 

888 

-0.31 

147 

1.57 

4 

9,. 

28 

13.1 

Punjab 

915 

2397 

1.567 

39 

2270 

4.39 

16.9 

59 

94 

631 

138 

.34.1 

Rajasthan 

234 

681 

241 

24 

445 

1 82 

18.5 

49 

90 

99 

25 

6.2 

Tamil Nadu 

164 

686 

332 

22 

1676 

1.57 

16.9 

99 

64 

57 

61 

16.6 

Uttar Pradesh 

178 

415 

213 

21 

1215 

2.76 

16.6 

108 

24 

122 

66 

18.5 

West Bengal 

54 

238 

no 

II 

1453 

093 

15.9 

ISO 

3 

22 

31 

17.3 


Nixe. The variables ore the same as in Appendix Table V. 
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compiemeaanq^ (kit mbKitutksH faetween 
the two in multiple n^ression frameworii. 
Tt^lher these two major components show 
the following behavioural relations: 
IRRMACHIN « -168.83 + 0.21 CREDIT 
(4.71) 

+ 8.8IPREP+5.99CANAL ...(II) 
(6.83) (4.21) 

R’ = 0.96. n = 17 
= -104.48 + 0.18 CREDIT 
(3.32) 

+ 8.37 PREF + 2.09 GIA 
(6.08) (3.87) 

- 3.37 INTEREST ...(12) 

(-0.60) 

R» = 096. n = 12 


MawCoNCUMMins 

Indian farmers allocate a rather small 
proportion of their total capital funds-scif- 
owned plus borrowed ones from institution¬ 
al and non-instimtional sources - towards 
fixed capital formation in agriculture 
(PCFA). Though there is a marked differ¬ 
ence across states, we find the inter-state 
disparity in PCFA per cultivator, high as it 
is (CV = 100 per cent), is well correlated 
(r=0.79) with farmers' allocative prefer¬ 
ence for FCFA to other capital expenditure 
options like investment in housing, pur¬ 
chase of land, and acquisition of household 
durables. 


ArtCNDix Table IV: Statewise Pe* Cent Share of Comkbcnts of FCFA, 1981 -82 


Slate Land Agiicuhural Farai 



Improve- 

inems 

Orchard 

Irrigation Implements 

Buildings 

Others 

Tocal 

Aadhmi^adesh 

1.7.46 

I.8S 

.75.97 

41.46 

.5.76 

1.91 

100.00 

Assam 

I4.9.S 

19.87 

5.15 

17.75 

77.45 

9 17 

IflO.OO 

Bihar 

.7044 

1.22 

27.28 

.71.19 

6.77 

3.11 

100.00 

Gujana 

9.94 

025 

37.66 

.54.70 

0 79 

1 06 

100 00 

Haryana 

492 

0 37 

23.9.7 

67.18 

2.52 

1 08 

100.00 

Himachal hudesh 

19.74 

7.74 

0.01 

49.22 

23.40 

0.29 

100.00 

Jammu and Kashnur 

10.89 

4.70 

0.11 

45.44 

.76.98 

2.2H 

too 00 

Karnataka 

74 49 

5.60 

19 77 

72 8.7 

5 46 

7.25 

100.00 

Kerala 

24 49 

47 32 

17.47 

10.87 

5.74 

2 16 

10000 

Madhya Pradesh 

12.89 

0-59 

75.70 

47 91 

2.66 

0 24 

10000 

Maharoshiia 

20.70 

1 98 

45.52 

26.49 

1 96 

7.35 

100.00 

Orissa 

4.7.94 

6 15 

9.49 

27.97 

13.96 

2.49 

100.00 

Punjab 

8.77 

0..77 

10.25 

68.92 

9 10 

7.07 

100.00 

Raioslhan 

10.7.7 

0.11 

78.52 

42.78 

4 96 

7.27 

10000 

Tamil Nadu 

17.89 

.7 66 

-t9.02 

.74,91 

12 

140 

10000 

Uttar Pradesh 

4.3.S 

0.65 

17.48 

68.41 

11.95 

1.16 

100.00 

Wesi Bengal 

14.61 

8.57 

5..74 

40,22 

26.49 

4.77 

10000 

All India 

14.85 

3.49 

25 86 

46.56 

6.90 

2.74 

10000 


Afpencmx Table V- Estimated Cobrelatton Matrix of Variabi fs (N»1 7) 


XI X2 X3 X4 X.S X6 X7 X8 XU XIO XII XI2 


XI 1 

.90 92 

.79 

37 

75 

-.02 

-.54 

72 

98 

79 

65 

X2 

1 97 

.60 

5.7 

64 

.10 

-79 

.58 

85 

74 

.60 

X.7 

1 

.61 

.55 

67 

- 04 

-.72 

60 

87 

72 

.58 

X4 


1 

02 

61 

02 

-.66 

89 

.77 

45 

.31 

X5 



1 

28 

06 

79 

06 

.79 

52 

44 

X6 




1 

-.18 

.59 

50 

76 

68 

58 

X7 





1 

07 

07 

-.01 

.10 

.12 

X8 






1 

-64 

-.51 

-42 

..79 

X9 







1 

61 

74 

27 

XIO 








1 

86 

.74 

XII 









1 

.97 


Xi2 I 

Ai a nxedcapiiai lonnauoa per cuaivaier in ogncuiiun: in im-aA ihsi. 

X2 A Total boiinwiii|s per cuhivaior duiinf 1981-82 <Rs): 

X3 a Instiiutioiial borrowing per cuhivaior during 1981-82 (Rs); 

X4 ESharcofXI (PCFA) ia total agiilal expenditim; per cuhivaior during 1981-82 (percent); 

X.S E Value of land prorluciiviiy during l98()-83 (Rs per ba); 

X8 = Annual compound rate of growth in land productivity of crop sector dunng the two decades of 
1960 b and 1970 b (per cent): 

X7 Elnieieslrateoniaiercst-beariiigbatTOwiagBm I98l-82(perceni). 

X8 a Normal rauifall of a stale (cm); 

X9 K Irrigation inveflmenl per cuhivaior in 1981-82 (Rs); 

XIO s lawssUnent ia agrieutiural maebiaery in 1981-82 (Rs); 

XII a Toial gross itrigaied area (GIA) as per cent of net sowa area (per cent). 

X12 ■> Net canal iirigakd area as per cent of aei soua area (per cent). 


This allocative preference for fixed 
capital formation in agriculture is in turn 
positively influenced by a host of factors, 
notably the condition of agriculture in 
terms of technical progress in the state 
crop sector (rs0.6t) and availability of 
institutional credit in the countryside 
(r=0.6l). Among the negative influences 
is high rainfall of a state (n=minus 0.66), 
but we must hasten to add that this needs 
to be interpreted with caution. For one, 
.states having high rainfall have experi¬ 
enced slower technical progress during 
1960-80 (r= minus 0.S9), have lc.ss devel¬ 
opment of institutional funding sources 
for farmers (r = minus 0.32). have had 
much less development of public canal 
irrigation (r = minus 0.39) in particular 
and total irrigation (r = minus 0.42) in 
general. Thus we cannot affirm with 
certainly that farmers in high rainfall states 
ceteris paribus lend to invest less in FCFA 
than do their brethren in low rainfall states. 

Across states, variations in the level of 
PCFA per cultivator household are well 
understood in terms of inter-state differenc¬ 
es in availability of institutional credit, the 
coefricieni of correlation being as high as 
0 92. Thus, pnvate capital formation in 
agriculture is highly dependent on the 
availability of funds to cultivators from co¬ 
operative societies, co-operative or rural 
regional and commercial banks govern¬ 
ment departments, etc. In point ol fact, such 
institutional tinancing acxounted for Rs 52S 
out of total capital expenditure (in ca.sh 
terms) of Rs 726 per cultivator during 1981- 
82. Thus, nearly three-fourths of the capital 
resources expended by farmers originated 
trom institutional source.s 

Fixed capital formation in agriculture 
IS found to be positively associated with 
public investments in canal irrigation, 
when such investments are viewed in 
cumulative terms. This is suggested by the 
existence of a fairly high correlation 
(r=0.65) between FCFA during 1981-82 
and the canal irrigation development in a 
state by 1980-81. In view of this fiM:t the 
absolute decline in real public investments 
in Indian irrigation sector in practically 
all the Indian slates during the 1980s must 
have ceteris ftaribus diminished FCFA on 
private account in the same period. Since 
public investments in irrigation do con¬ 
stitute a lion’s share in total public invest¬ 
ment in agriculture in India reduction in 
their magnitude coukl explain the decele¬ 
ration in FCFA on private account 
during the 1980s - the annual rate of 
increase in FCFA on private account 
dipped from the sizeable level of 4 per 
cent during the 1970$ to merely 0.4 per 
cent during 1980-88. 

The upshot of our analysis is that the 
thesis of complementarity between public 
and private investments in agriculture can¬ 
not be given up in favour of the substitut¬ 
ability thesis being suggested on the basis 
of recent data from the National Accounts 
Statistics of the CSO. 
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I have great pleasure in welcoming you all 
to this Seventh Annual General Meeting of 
tire Company. 

Performance during 1994-9S 

The report ol the Directors and the audited 
accounts of the Company for the year ended 
March 31.1995 have already been circulated 
and. with your permission, I shall take them 
as lead I would, however, like to outline 
the salient developments in regard to the 
Company's performance during the year 
under review. When the Company was 
established in 1988-89, the Mission given 
to It was to promote .secondary market 
activity in the short-term money market and 
in particular to develop the treasury bill 
market Dunng the financial year 1994-95, 
the secondary market turnover of the 
Company in treasury bills was Rs. 30,921 
crore or 54 per cent higher than that during 
the preceding year. The bulk of the turnover 
in treasury bills was however, under repo' 
transactions, which stood at Rs. 26,538 
crore or 86 per cent of the total turnover 
in treasury bills. A large part ot the repo 
transactions by the Company- were 
undertaken mainly during January-March 
1995 with a view to stabilising conditions 
in the money market. With the distinctly 
large volume of repos in treasury bills, the 
Company's turnover in the call money 
segment, which aggregated Rs. 5.22,154 
crore, was somewhat lower than the turn¬ 
over of Rs. 5,84,048 crore in the previous 
year. Correspondingly, the Company's daily 
average call lending stood somewhat lower 
at Rs 1,431 crore in 1994-95 as against 
Rs. 1,600 crore in the preceding year. The 
turnover in Government dated securities 
in the secondary market aggregated 
Rs. 12,488 crore as compared with 
Rs. 14,388 crore registered in the previous 
financial year. Notwithstanding a steep drop 
in the overall volume of eligible' Commercial 
Bills outstanding In the system during the 
last few years, the Company's turnover 
registered some Increase at Rs. 332 crore 
as against Rs. 32 crore achieved in the 
previous year. 


mSCOIIST Mil FIKMCE 
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Regd. Office; 306-307 Varma Chambers. 3rd Floor, Homji Street. Fort. Bombay-400 001. 


Statement of Shri S. S. Tarapore, Chairman of 
the Board of Directors of Discount And 
Finance House of India Limited at the 
Seventh Annual General Meeting held at* 
Bombay on September 22, 1995 


The Cnmpan/s profit before depreciation 
and taxation during 1994-95 stood at 
Rs. 83.96 crore as against Rs. 125.28crore 
In 1993-94. Net profit for the year worked 
out lower at Rs. 44.26 crore as compared 
with Rs. 58.51 crore registered in the pre¬ 
vious year. The lower profit for 1994-95 Is 
to be viewed in the context of higher income 
received in 1993-94 due to recovery of 
outstanding dues of the erstwhile Bank of 
Credit and Commerce International, tighter 
liquidity conditions in the second half of ^e 
year leading to higher cost of funding stocks 
carried by the Company for its normal trading 
operations and higher depreciation. Your 
Directors have proposed the appropriation 
of the net profit of Rs. 44.26 crore as under: 

Transfer fo General 
Reserve Rs. 14.26 crore 

Dividend Rs. 30.00 crore 

Rs. 44.26 crore 


Your Directors have recommended a 
dividend of 15.00 per cent (subject to tax) 
for the year ended March 31,1995. i.e. the 
same rate as in the last year. The track 
record of the performance of the 
Company over its seven years of opera¬ 
tions Is set out in the following table; 


Year 
(Ended 
March 31) 

Net Profit 
after 

depreciation 
and taxation 
(Rs. crore) 

Dividend 

(Percentage) 

1989 

5.25 

5.00 

1990 

12.14 

10.00 

1991 

26.97 

11.50 

1992 

40.92 

12.50 

1993 

45.17 

15.00 

1994 

58.51* 

15.00 

1995 

44.26 

15.00 

* Irxrludesrscovafy of old dues of the erstwhile 
BCCI. 


Taking into account the proposed 
appropriation, the net owned funds of the 
Company would be Rs. 2S9.82 crore or 


equivalent to 10.15 per cent of the 
Company's total assets. An institution like 
the DFHI has to recognise the uncertainties 
in the money and securities market and the 
endeavour should be to gradually build up 
the net owned funds to a level equivalent 
to say 25 per cent of its balance sheet. 

Review of Operations during the 
Current Financial Year 

During the current finarKial year so far 
(upto September 8,1995), the turnover of 
^e Company has been as under; 


(Rs. in crore) 


1995-96 1994-95 

(Upto Sept 8, (Uplo Sept 9, 
1995) 1994) 

Call/Notice/ 

Term Money 

2.22,987 

2.46,419 

Treasury Bills 

9,051 

7,238 


(8,363) 

(4.486) 

Commercial Bills 

96 

46 

Certificates of 
Deposit 

Commercial Paper 
Government Dated 
Securities 

12,775 

1,375 


(12,642) 

(1.095) 

(Figures In bracket indicale turnover under repo) 


These figures bring out the comparative 
performance of the Company for the first 
half of the currant finariCial year (upto 
September 8,1995). It will be seen that the 
aggregate ierxling by the Company In the 
call/notice/tsrm money market at 
Rs. 2,22,987 crore was somewhat lower as 
compart with the turnover of Rs. 2,46,419 
crore achieved during the corresponding 
period of the preceding year. An underiying 
factor lor the subdued level ot activity in 
the caN arxf rwtica rrroney flfiarket ooukf be 
the preference shown by the banks for 
'repo' deids In permissibis Goverrvnent 
dated securitiee and auction treasury bills, 
basicaHy as a means of hedging against 
volatility in caH rates and to ansurs avail¬ 
ability of funds ovar atongaiad period 


A no 




Uffl* relhar than on « daily basis, to 6ocnpty 
with tha cash rassive raqulramant, with 
affect from January/, 1995 of maintaining 
at laast 85 par cant of the average CRR 
on each day of the first 13 days of tha 
fortnight. Over a period of time this la 
expectad to reduce the volatlKty in intra- 
fortnight volumeof call money transactions. 

In regard to the treasury bills segment, 
tha turnover In tha currant ffnandal year so 
far at Rs. 9,(S1 crora is higher by 25 par 
cent than the level of Rs. 7,238 crore 
recorded In the corresponding period last 
year, though the proportion of repo 
transactions has risen. The Company's 
tumoveratRs. 12,775 crore in Government 
dated securib'es has been substantially 
higher than the turnover of Rs. 1.375 crore 
in the corresponding period of the last year, 
but here again repos account for almost the 
entire turnover. 

Your Company has bean participating in 
all the treasury bills and Government dated 
securities auctions held by the RBI. Its 
success ratio at the auctions (i.e. the ratio 
of cumulative amounts allotted to amounts 
bid), during the current financial year so far 
upto September 8.1995, was 44 per cent 
in case of the treasury bills and 42 per cent 
for Government dated securities which 
clearly meets the ratios stipulated in the 
Primary Dealer guidelines. 

The implicit cut-off yields in respect of 
both 91-day and 364-day treasury bills 
auctions, which were on the increase from 
December 1994 onwards till the end of the 
last financial year, maintained their 
northward trend. In the case of 91-day 
treasury blit the yield touched a peak of 
12.97 per cent in the auctions held on July 
14 and 21,1995. Similariy, the implicit cut¬ 
off yield lor 364-day treasury bills rose to 
a peak of 13.16 per cent in the auctions 
held on July 18,1995 and August 2,1995. 
With the ea^g of conditions in the money 
market, in tha subsequent auctions there 
was a gradual softening of cut-off yields 
coupled with a broadening of market 
participation, both in the case of 91-day and 
364-day treasury bills. 

The net borrowing of the Central 
Government during the current year through 
various market Instruments has bson placed 
at a little over Rs. 27,000 crore. the gross 
borrowing being a little below Rs 41,000 
crore. In view of the large size of the 
borrowirrg requirements. Government had 
to tap the market more frequently during 
the current financial year and ttils has put 
a pressure on Interest rates. In recent 
months however, the interest In Government 
paper has revived and tha last four 
floatations have received a good response. 

Concluding Observations 

In the second half (rf 1994-95 institutions 
Uke the DFHI were able to provide massiye 
liquidity support to the short tone money 
market asflanflally because tha Resenre 


Bank of India In turn provided st^port to 
these Instittflions. In ffia currwit Ifoandal 
yaarihelncteaselnRBIcreelttdQovemmsnt 
has been very large and It la clear that the 
Reserve Bank will ncfl provide as targe a 
support to the money market in the second 
half of 1995-96 as was provided In the 
second half of 1994-95. Thus, market 
participants should so order their operations 
that ttwy avoid large asset-HabMity maturity 
mismatches. While the OFHI would 
endeavour to ftrifll Its assigned role It can 
do so only within the limits of resources 
available to it. 

The Primary Dealer (PD) system is 
expected to be operaflonryised shortly and 
your Company has applied for being 
accredited as a Primary Dealer. The PD 
system would need a run in phase as PDs 
acclimatise themselves to their functions, 
obligations and prerogatives. The 
development of a secondary market in 
Government securities cannot end with the 
setting up of a PD system. Uttimatety, for 
a secondary market with depth to develop 
what is required is a series of layers of 
satellite dealers right up to the retail level 
of individual investors. It is only by radiating 
out to successively larger number of dealers 
that the market would acquire depth. How 
these successive layers are to be developed 
IS going to be a crucial issue in the ensuing 
period. While market stnrctures need to be 
evolved, I would like to stress a few essential 
aspects. First, in a healthy securities market 
there is a need to have participants with 
different perceptions and different liquidity 
needs. Secondly, while repos are useful for 
providing an elementof liquidity, Ihe security 
market cannot develop exclusively on the 
basis of repo transactions. Repos can at 
best be only a modest segment in a market 
which essentially has to develop in outright 
purchases and sales. Thirdly, competition 
among PDs and their satellites will emerge 
and this will put a pressure on margins and 
your Company will endeavour to achieve a 
qualitative improvement In tha efficiency of 
its operations. Fourthly, the Government 
securities rate is emerging as a reference 
rate in the system and as such it is necessary 
that there should be a rrtodicum of stability 
exhibited by these rates. While the size of 
the Government's borrowing programme is 
an important factor determining the 
movements in Government security interest 
rates, market participants must recognise 
that these operations should eschew from 
extremely sharp Interest rates movements 
as witnessed in the past two years wherein 
both the fall and rise of interest rates have 
beendisproportionate to what was warranted 
by fundamentals. Fifthly, there is a need to 
move rapidly to a fully marked to market 
system for valuation of Government 
securities and tNs will fosteratarger volume 
of secondary market transactions. 

It may be recalled that at the fast Annual 
General Meeting of the Company, I had 
Indicated that It was time for the Reserve 


Bank of India to divset In a phased mannar, 
part of Its share holding in OFHI in favour 
of other share holdere. In the first phase 
of the divestment prooeas, toe share of tha 
RBI in the total paid-up capital of toe 
Company was rertoced from 51 per cent 
to 36.7 par cent In the next round of 
divestment the Reserve Bank has offered, 
on a proportionate basis, to sett Its 
shareholding to reduce the Reserve Bank's 
share to 26 per cent. Furtoermora, toe 
Reserve Bank has offered to salt additional 
shares to other participants so as to enable 
the Reserve Bank's share to come down 
significantiy below 26per cent The response 
has been encouraging and when the present 
round of divestment is completsd, the share 
of the Resenre Bank Is expected to be 
small. The DFHt after seven years of 
existence has grown Into a strong and 
effective organisation and as envisaged by 
its founding fathers, the time is now apposite 
for the Reserve Barrir of India to harxf over 
the baton to other participants. Accordingly, 
after the present divestment is complete 
the Resenre Bank of India wilt relinquish the 
Chairmanship of the Company. 
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have the benefit of his continuing advice 
as a member of tha DFHI Board. On behalf 
of the Company, toe Board of Directors and 
on my own behalf, I wish to record our 
gratitude to Sarvoshri Vaghul and tyer. 
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Consequences of Crossbreeding 
Progranune in India 
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Crossbreeding with exotic dairy cattle has been extensively adopted since 196). This paper reviews the crossbreeding 
programmes and analyses its de.sirable and undesirable consequences. 


CONSEQl-tENCES arc the changes (hu( 
occur Kt an individual or (o a social sysicm 
as a result of the adoption or rejection ul 
an innovation/tcchnology. The technologies 
arc often introduced into the system with the 
expectation that the consequences will be 
desirable, direct and anticipated. However, 
adoption of such technologies may result in 
some unanticipated consequences which can 
be indirect and undesirable for ihc members 
of the system (Rogers I9K3]. Crossbrci'ding 
technology is no exception to this. Through 
this paper, an attempt is ni.Kic to analyse 
both desirable as well a^^ undesirable conse¬ 
quences as a result of the implcmcn-tat.on 
of crossbreeding programme in India 

Crossbreeding with exotic dairy breeds in 
cattle was introduced in the country to 
increase milk production through rapid 
improvement in the germ plasm of our native 
breeds. Though, introduced in India in the 
b^inmngof this century it was implemented 
on a large scale with the introduction ol 
Intensive Cattle Development Proiect (ICDP) 
in l%3 .IS a part of Special Development 
Programme in Third Five-Year Plan period. 

Currently crossbreeding is being 
implemented through a number ol ariillcial 
insemination (Al) centres under the slate 
animal husbandry departments, milk 
federations, voluntary organisations and 
organised daiiy farms and universities ft 
was reported that cveiy year about 12.7,^ 
million inseminations with exotic bull semen 
were ticing done by all the Al centres in 
the country. All lhc.se efforts led lo the 
pniduction of about 8.8 million crossbred 
cattle and the coninbution of these animals 
to the milk pool was not as sigiiificani as 
it was expected i Nair I989|. However, Dhas 
(1991) reported that the proportion of 
crossbred cows in ihc milch animal herd as 
one ol the factors which played a dominant 
rule in rapid increase in ihe milk production 
of Keraia. 

The 'nlormation on crossbred cattle 
population was made available lor the fust 
tunc through quinquennial livestock census 
conducted m 1982. The census figures 
(Table I) indicated that cros.sbrcd popula¬ 
tion constitute about 4.6 per cent of the total 
cattle population in Ihc country. Two siuics, 
Uttar Pradesh and Keraia account for about 


30 per cent ol Ihe country’s total crossbred 
population it is fascinating to observe that 
a large number of indigenous cattle were 
replaced by crossbreds in Kerala up lo Ihe 
tunc of 46 (icr cent which was further 
increased to 56 per cent by 1990 

CaossBRia-mNii Poi.k ihs 

Crossbreeding programme has generated 
lot of controversy since its inception. The 
literature is full of arguments in favour and 
against implcmcnlaiion of this sensitive 
programme m India. It used to be at the 
crossroads on a number of occasions 
whenever Ihc programme was slated for 
discussion. For almost accniury our planners 
tried to find answers for the two questions: 
(i) Whether crossbreeding is to be 
implemented on a ma.ss scale and if so in 
which regions; (ii) What type of B taurus 
breed is to be used and what should be the 
most optimum level of cxoiic inheritance? 

The Royal Commission ol Agncullure 
(RCA) appointed by the then government 
ot India in 1926 rccomincndcd that Ihe stale 
departments not lake up experiments on 
crossbreeding and confine thcm.set ves to the 
improvement of milking qualities of 
indigenous biceds like Sahiwal, Sindhi or 
.selected strains of breeds like Hariana. The 
animal husbandry wing of Ihc board of 
agriculture and animal husbandry in India 
(1940 and 1941). though feeling the urgent 
need lo incrca.se milk production, did not 
recommend crossbreeding with European 
breeds, llie Indian Council of Agricultural 
Research (ICAR) based on the 
recommendations of Gosevasangh in 1949 
recommended to develop large non-dcscript 
population into dual purpose animals 
combining draft and milk qualities in an 
optimum manner. Though the crossbreeding 
of Indian cattle was introduced as early as 
1875. it has attracted Ihc altcniion of our 
policy-makers and planners in the year 1961. 

Large scale crossbreeding was upi>o.scd 
by various experts in the pa.st (Oliver 1938 
Peparall 1947). Later in 1953. Zal R 
Kothavalla in the lOth meeting of animal 
husbandry wing nx-ommended ciavsbrecding 
not as a policy for universal adoption, hut as 
a policy lo he adopted in areas where Ihc 
improvement of indigenous cattle through 


grading was not possible and in aicas where 
there was gieat scope for augmenting the 
milk output * 

In 1961 ihccommitleeseiupbytheCentral 
Council of Gosamvardhana recommended 
that crossbreeding of cattle to be taken up 
inlen.sively using two or more cxoiic breeds 
in three selected areas one each in plateau, 
plains and hills .Similarly, Intensive Cattle 
Development Projects (ICDPs) were started 
in 1964 as a part of the special development 
programmes in later half of the Third Five- 
Year Plan. Crossbreeding of bovines through 
Al technique by introducing exotic breeds 
like Jersey. Holstein Friesian. Brown Swiss, 
etc. to augment the milk pnxiuction and to 
improve the breeding efllciency of bovine 
was gi veil the prime importance under ICDP. 

After thoroughly reviewing the cattle 
breeding policy the scicntilic panel on animal 
husbandry in 1963 recommended that bulk 
of the exotic inheritance should he obtained 
through Jersey and crossbreeding with 
Br>>wn-Swis.s and Holstcin-Frcisian should 
be tried on a limited scale. Similar 
rccommendatitms were made by theNational 
Commission on Agriculture (NCA) in 1976. 
Experimentation on crossbreeding of 
different indigenous breeds with dilTercnt 
exotic breeds indifferent paiisof ihc country 
was initiated to develop a cro.ssbied cow to 
suit loourrequiremenis. As a result unumber 
of crossbreds were evolved with different 
levels of exotic inheritance including tnple 
crosses. But the sy.stcinatic cffoiis in a few 
places led to ihe dcvclopmeni of new breeds 
such as Jersind (Allahabad Agricultural 
Institute). Karan Swiss and Karan Fries 
(National Dairy Research Institute. Karnal). 
Sunandini (Kerala). Despite all these efforts 
and loss of valuable time it is a pity that 
most ot (he states have no well defined 
breeding policy even now. regarding areas 
where emssbre^ing is to be taken up, exotic 
breed to be used and optimum level of exotic 
inheritance (Acharya I989a|. 

CcmSEOUENCES ^ 

With a view to develop a clear-cut breeding 
policy a number of studies were conducted 
to compare the performance of different 
crossbreds with varying levels of exotic 
inhcritant'c and indigenous breeds of cattle 
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on the bi^«f datsolxw^frani^gttri^ 

hefds tnaintaiiied in difTerent agrcMrfiniaiic 
zones. 

After a thorough review on cattle and 
buffalo breeding. Bhattacharya (1984) 
concluded that crossbred cows are more 
suited for high milk production than bulTalocs 
and the former not only produce mure milk 
than the indigenous cattle breeds and 
bulTalocs, but arc mote efficient in converting 
feed into milk, and thus have lower cost of 
milk production per litre. Similarly, Acharya 
(1989) on the basis of the performance data 
available on crossbreds in different regions 
remarked that crossbreeding in cattle resulted 
in increased milk production and helped to 
a great extent in rural development. 

A number of studies were conducted in 
the past to analyse and compare different 
cros.ses with different indigenous breeds of 
cattle on various parameters. Most of these 
studies were based on the data obtained frum 
the organised herds. A detailed review on 
dairy cattle crossbreeding in the tropics is 
available inCunningham and Syrstad (1987). 
However, there are a few studies aimed at 
comparing the performance of crossbreds 
with non descript cattle under field con¬ 
ditions and this article limits its discussion 
only to these studies. In addition it does not 
apprciciatc the dilTcrcnccs within the 
crossbreds as well as within the indigenous 
cattle. Similarly, the differences between 
HP cross and Sahiwal cows arc smallci 
compared to indigenous cows but it was 
aiiempied to compare crossbreds and 
indigenous cows to facilitate presentation. 

The data reported by vanous workers on 
comparative performance of cros.sbrcds and 
indigenous cattle was compi led and pre-sented 
in Table 2a.b and c A glance at this tabic 
revealed that crossbreds came into first heat 
at an early age which ranged from 2S to 33 
months compared to 38 to 41 months in 
indigcnoiB cattle. Pandey and Mishra (1983) 
observed that about 80 per cent of the 
crossbreds came into first heat between two 
to three year.s as against only SO per cent 
in indigciHNis hciters. 

The conception rate through AI in 
crossbreds was higher than in the indigenous 
cattle as reported by Katpatal (1977) and 
Staempfli et al (1984). The literature 
convincingly indicated that the age at first 
calving of crossbred heifers under field 
conditions was around one year less than 
their indigenous counterparts [Pandey and 
Mishra 198.3; Singh et al 1986(a) and 
Staempfli el al. 1984) 

The avearage dry period in indigenous 
cows was more than six months whereas it 
was les-s than four-and-a-half months in 
crossbred.s (Patel et al 1980 and Vanduc and 
Toneja 1984). With reference to the average 
calving interval substantial differenre 
between crauhreds and indigenous cows 
could not he observed though theformer had 


discussed atove lend credence to the fact 
that crossbreds are superior milk producers 
than Indigenous cows. The avera^ figures 
on lactation length as reported by Patel et 
al (1980). Vanduc and Tancja (1984) and 
Singh et al (1986a) showed that crossbreds 
were at least two months more in milk than 
indigenous cows. The difference in the 
average lactation yields of crossbreds and 
indigenous cows was quite substantial 
revealing thereby that crossbreds were high 
milk yielders compared to indigenous cows. 
Similar ohservaiioiu were made earlier by 
McDowell (1984) based on the data obtained 
from a number of countries on the 
performance of the crossbred animals. 

Crossbred cows arc more profitable to 
maintain than indigenous cows. Probably 
because of this the farmers (in places where 
there is emphasis on crossbreeding) value 
crossbred females much more than 
indigenous females. They also take more 
care and feed the crotshred cows better. 
There are reports that the farmers in 
Operational Research Project (ORP) area of 
Karnal earned about Rs 14 million through 
the sale of crossbred animals [Singh 1991]. 
For this reason farmers like to possess and 
maintain crossbred heifers and cows for sale 
rather than for milk production in Haryana. 
Ifte reverse argument holds good for farmers 


of KamMaka and Maharashtra .wltere 
organised remunerative market and incteuod 
demand for cow milk are available. The 
icasonsattributedbyGeorgeand Nair(l99(H 
for the spectacular success achieved in 
implemcminglhecrossbreeding programme 
in Kerala were a growth in dent^ for milk, 
increased returns from milk production, 
decline in the requirements of work animals 
in agnculture and expansion of the market 
for beef. 

Ail these field studies reviewed clearly 
indicate that crossbred cows outdo the 
indigenous cows on various reproduction 
and milk production parameters. Though 
there are no reportsindicating the extent of 
contribution of crossbred cows in total milk 
production, crossbreds must have contri¬ 
buted to some extent in increasing the milk 
production which is a desirable consequence. 
Vaidyanathan (1989) remarked that crou- 
breeding technology may contribute to 
increase in milk production, but it will be 
at the expense of draught power availability 
in the small and maigiiul farms aid increased 
application of fossil fuel to the agricultural 
sector. 

Researchers had attempted to compare the 
draught power of crossbred bullocks with 
that of indigenous bullocks on variou; 
parameters such as draught power, speed 
outpui. ploughing ability, physiological 


rAILK I: PElCfcKTAGE OF CHOS-SaaEUS Til ToTAL CaTTLE 


Siaic 

Crossbreds 

Indigenous 

Total 

(Per Cent) Crossbreds 

AP 

I7.f 

IU)47 

13220 

1.11 

Assam 

I4.S 

6605 

6750 

2 15 

Bihar 

I.SI 

KiU62 

1621.1 

0.O3 

Gujanit 

5.1 

6941 

6994 

0.76 

Haryana 

266 

2076 

2.142 

II..16 

HP 

124 

20.50 

2174 

5 70 

JaiulK 

161 

2162 

2125 

7 01 

Karnataka 

5.18 

I0''62 

II.KK) 

4.76 

Kerala 

145.1 

1644 

1097 

46 92 

MP 

66 

27051 

27117 

0.24 

Maharashtra 

492 

15670 

16162 

l.tM 

Manipur 

62 

685 

747 

810 

Meghalaya 

18 

512 

5.50 

1.27 

Nagaland 

11 

120 

ISI 

20.51 

Ons.sa 

227 

12701 

129.10 

1 76 

Puniah 

NA 

NA 

NA 

NA 

Rajasthan 

.19 

1.1466 

1.1.505 

0.29 

.Sikkim 

11 

140 

173 

19.08 

Taiiul Nadu 

885 

9480 

10165 

8.54 

Tnpuia 

36 

644 

680 

5.29 

Uttar Pradesh 

1252 

229(X) 

26152 

12.4.1 

West Bengal 

Unim Temlaries 

.554 

15101 

1.5657 

3 54 

A and N islands 

2 

14 

16 

5.56 

Arunachal Pradcsli 

0 

168 

168 

0.00 

Ctuodigarh 

2 

4 

6 

.13.33 

1) and N Haveli 

1 

44 

45 

2.22 

Delhi 

4 

48 

.32 

7 69 

Goa. Daman and Diu 

1 

129 

132 

2 27 

Lakshadweep 

1 

2 

3 

33.33 

Mizoram 

.1 

46 

49 

6 12 

Pondicheriy 

25 

68 

93 

26 88 

Tout 

8802 

I80386 

189188 

4.65 


Siturre: Livestock Cemus. 1982. 
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responses, work efficiency, feed conversion 
cificiency and their performance under 
diflercni clini.idc conditions (Table 
The studies 1 Nagpatil ci al 1984; Upiidhyay 
and Madiin 198.^; Sreekumar and Thomas 
1990] were indicaiivc of (he hypothesis that 
crossbred bullocks were iaierior to indi¬ 
genous bullocks III terms of draught power, 
ploughing ability and work cfncicncy. 
Crossbred bullocks showed distic.ss with 
increased loads and they hud less heat 
adaptability ilian indigenous bullocks 
IThomas and Pctirson 1985 and Srcekumai 
and Thomas 19901. The indigenous animals 
wcic re(X(rted to be superior to crossbreds 
in their work ollicieiicy and rate of recovery 
from stress caused by work. .Similarly 
crossbreds wctc observed to show distress 
sympionis lu larrving incrca.scd loads 
IN.igpaul et ul I9M I'padhyuy and Madan 
1985 and Mhosrekarand Mangiirkar I989| 
With increased duration of work hours 
crosshred.s showed more distress symptoms 
than itidigenous bullocks [Acharyu cl al 
1979; Gaiiewar 19X3. Bhosrekai and 
Mangurkar 1989and SreekumarandThomas 
1990]. However. Acharya (1989) wasol the 
view that most of the ciossbreds. cs[iecialiy 
halfhreds. pcriormed better than the 
indigenous males bccaii.se of their size 
harmers were also of the view that 
cros.sbied male calves ilo not become got-d 
bill lock s I Patel Cl .il 19801. Probably because 
dl this iccimg crossbred male calves were 
neglected alter birth resulting in their piHir 
growth, pot belly condili''n. rough hair coat, 
and the ma'ority ol them were eliminated 
ihu ugh natural death George and Nair 
(i 990)^ reported that all holdings surveyed 
mKeralasoliithen malecaives rbiscxplams 
lo some csieni the rcjsou behind lewci 
iTossbrcd nialc calves iii less than one year 
and one to two-year caieponcs. There is no 
denying 'he l.ici lb il crossbred male >vas an 
unwarned cab Hm because ol religious 
considcraiionsihclarmci's. instead of culling 
It ihroiigh slaughter, wail for its natural 
(Icaih or leave it in public places 'I he same 
thinghohlsgoodiorlhc 'dcsi' calves as well. 
In the process the country is losing a nu'tibcr 
oferossbred males without Ihcmcontrihulmg 
auylh'ng to Indian economy 
It IS true that as a whole there is a decline 
m the draught animats, may be because of 
ihe decline 111 the average size of landholding 
as was the ease m Tamil Nadu IPhas 1989) 
and Kerala |Vaidyanalhan 1989) or to the 
■ncieascd inicnsiiy ol agricultural mechani¬ 
sation in stales like Punjab and Haryana. 

Comparative studies on draught prrwcr 
clearly revealed that crossbred bullock is no 
match tor indigenous bullock in heal, 
adaptabililv and draught poiciuiui in summei 
and hot humid climates. There were no 
definite indications on olhci parameters As 
the crossbred male is neglected nghl from 
the birth there may he lc.ss opptuiunily lor 


Tabu 2; CoMfAR^ oti CkossuteM and iNMCeiwul Cews on thtonumoN FAkAMlnats 


Age at First Heat 

Conception Rale 

Average Age al Find Otlving 


Months 

ihniugh Al Percent 

(Montlts) 

X Bred 

Indigenous 

XBicd 

Indigenous 

XBied 

Indigenous 

25 

38' 

51 

29*. 

.36.0 

46.0> 

31 

38' 

37 

34‘ 

48.0 

eotb 





47.7 

64.0' 





41 0 

5I.5' 





27.0 

36.7' 





33.2 

SI..!' 

Average Dry Period 

Average Calving 

Average Lactation 


(Months) 

Interval (Months) 

. Length (Months). 

X Bivd 

Indigenous 

XBred 

Indigenous 

X Bred 

Indigenous 

2 8 

6 6' 

15 2 

16.7* 

12.4 

lO.P 

5.8 

6..5' 

8,0 

I8..5* 

11 0 

8.6', 





L5.I 

12 8' 

28 

SIC 

177 

19.9' 

It.l 

10.0 

2.2 

4.9' 

18.4 

I9.2* 

10 2 

7,8' 

5 2 

66* 

14.3 

ISC' 

10.1 

10.0 

4.4 

8.P 

12.4 

12 7’ 

113 

9 0' 



15.3 

16.6* 





157 

I'.P' 



Average Lactation 

Co.sl<irMilk 

Net Income/Day 


Yield (KgJ_ 

Prorluelioii (R.s/Kg) 

. - .. (RsJ. 


XBred 

Indigenous 

X Bred 

Indigenous 

XBred 

Indigenous 

2931 

1134' 

1 40 

2.3 P 

8.31 

2 76' 

1330 

457' 

1 17 

1 76' 



2440 

18.30'' 

2.41 

5 16' 



l'264.2.52l 949' 





3846 

1.582' 





1.5.58 

567' 






a- J(«c (1988), h-Knipatal (1977). c-Pandey and Mishra (19K.5). d-PaivI ct al (1976). c-Patel cl al (19W)), 
f-Prasad ci al < 1991). g-Rao 11981). h-.Sahoia and Gill (1991)). i-,Singh el al (1986). j-Smgh and Singh 
11991). k-Sl.iciiipni cl al 11984), i-Vamlcc and Taneja 11984), 


TSBI r .s ( OMt'ARISOS NITWCFN CROSSBRED AND iNDIOENOl.'S Bft l-OeitS ON DrAUCUT 
CaI’ACITV PARAME-rER.S 


Pnruincicr 

Crossbreds .Superior 

Cnissbreds Interior 


No IXffcrence 

Draught Powei 

Anaiid and .Sumlaresan 

N,Tgpaut el al 19X4 


Roy ct al 1972; 


1974. Acluiya ei al 

Upudhyay .Tnd Mud.ui 


Bhosrekar and 


1979 

1985. Sreekumar and 
Thomas PWt) 


Mangurkar 19X9. 

Ploughing Ability 

Roy I'l al 1979 

Sreekumar and 


Roy el al 1974: 



Thomas !‘8K) 


Nagpiiuleiat 1984 

He,V Aduptability 


Thomas and Pearson 
1986. Sreekumar and 
Thomas 1990 



l>raughl P(ilenli:il 


Bhalnagarel al 1977, 



in Sumnicr 


Upadhyay and Modan 198.5, 




N.igiiaul 1987. 



Work Efficieni-v 


Upadhyay and Madan 


Roy et al 1972, 



1985. .Sreekumar and 
Thomas 19*)0. 


Nagpaulcial 1984 

Draught Pntcniial 


.Sreckunuu* and 


Ran Cl al 1979. 

in Hot Humid conditions 

Thomas 1990. 



4 Hi rd.Strenctii iw CAni.r. at NDRI. Karnai. 

Bn-eds 

1965 1976 

1980 

1988 

1990 

Sahiwal 

318 98 

79 

Ml 

108 

Tturpaikar 

376 67 

9 

0 

23 

Red .Smdhi 

91 12 

20 

0 

0 

Crossbreds 

III 1.540 

11X6 

97 ( 

8.54 

Total 

896 1.507 

1294 

10X2 

985 

Siniri f Annual Reports NDRI. Kam.Tl. 
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ihemssbredbulhidisiK^iMtiv^ wbitit 
The poor demand for erossbred bulloclu 
could be explained by the fact that they 
consume more water and are unable to bear 
heal stress. There were isolated cases where 
the farmers changed their system of 
ploughing by shitting to early morning and 
evening hours for utilising the services of 
crossbred bullocks the price of which is very 
much lower than indigenous bullock pairs. 
Hence, evolution of crossbred males as a 
sequel to the implementation of cross¬ 
breeding programme is a negative or 
unde.sinible consequence especially when 
viewed against the fact that bullock power 
continues to be the mainstay for agricultural 
operations in the years to come. 

It is often argued that crossbred animals 
are $u.sceptiblc to di.scases and hence need 
more care. Studies reflecting this feature 
under field conditions are scanty. On the 
basis of Held data Venkatasubramanian and 
Rao (1991) concluded that cro.ssbrcds were 
more prone todiseascs than indigenous cattle. 
The studies conducted on organised herds 
revealed that the incidence of gastrointestinal 
disorders, FMD. Pox and eye problems were 
rcponcd lobe high inciossbrcds as compared 
to Red Sindhi. Sahiwal and Tharparkar breeds 
(Singh ct al l9K6h(. Sharnia and Jam (1984) 
observed that cros.sbrcds suffered higher 
prenatal calf lo.sscs than purebred /.cbu. The 
incidence ot (heileriosis was observed only, 
in cros.sbreds and not a single case is reported 
cither in indigenous cuitleor buffaloes (Rao 
and Sohal I98S; Venkatasubramanian and 
Rao 1992]. As a result ihc crossbred cattle 
owners have to get their animals vaccinaicd 
against various diseases which include loot 
and mouth, rinder pest, thcilcnosis, etc. or 
get them treated if affected with the disca.se 
which is very expensive 

However, if proper care is taken through 
regular vaccinations the mortality rate in 
cros.sbreds can he checked to a great extent 
as was the case in the adopted villages uiHler 
ORP of Karnal. The mortality rate would 
have been more than that of the local zebu 
cattle had there been no difference between 
crossbreds and local cattle in their 
management, feeding and health care (Patel 
ct al 1980]. Despite the (act that NDRI herd 
IS being maintained under excellent 
management conditions the incidence of 
retained placenta and metritis was more in 
Karan Pries cows than in Sahiwal cows 
(Annual Report NDRI. 1985]. >' 

These reports confinn the fear (hat if propcf 
steps are not taken poor but resistant local 
cattle in due course of time will be replaced 
by disease-prone crossbreds which is 
certainly an undesirable consequence. Al 
the saiiie lime it is also possible to exploit 
the potentiality of crossbreds by providing 
proper health care and management. 

It is argued th« with the implementation 
of crossbreeding programme in India much 


of the indigenous genn phum is fining lost. 
It is true to a great extent in many organised 
herds in the country, which were up to then, 
having some of the best indigenous cows. 
FOr instance at NDUl, Karnal there used to 
bequiteagood number ofindigenous breeds 
of animals during 1965. With the emphasis 
on crossbreeding gained momentum these 
animals were replaced by crossbreds. It is 
clear from Tabic 4 that Tharparkar and Red 
Sindhi had vanished from the herd by 1988. 
Of late, few Tharparkar animals were injected 
into the hetd. At this juncture it is apt to 
quote Hermitte (1989) who stated in 
unequivocal terms that "the pressure to 
provide the farmers with more productive 
breeds in third world countries could be 
harmful. It is indeed tempting to import 
cattle, transfer embryos into surrogate 
females, increase inseminations (which arc 
not well supervised) and to carry out 
crossbreeding (that might eraiu: the qualities 
of both breeds). The unfortunate result is 
that a poor but resistant type of livestock 
could be replaced within a few generations 
by a totally unadapicdonc. “He also remarked 
that crossbreeding as well as substitutions 
ol certain breeds for others may mean 
destroying the local ones although (hey arc 
still needed. Similar views were also 
expressed by Acharya (1989b). Cross¬ 
breeding, (hcrclorc. resulted in a negative 
genetic development of these indigenous 
breeds, which is certainly an undcsiiablc 
consequence. 

Cro.ssbred can produce more milk hut they 
need more Iced to exploit this potential. 
Pandey and Mishra (I9XS) estimated an 
average cost of feed of Rs 2 (or indigenous 
cows and Rs 6.8 for crossbreds. This, 
however, depends heavily on the (variable) 
prices of the variou.s feeds Crossbreds need 
more and better feed not only because they 
produce more milk but also due to their 
higher body weight which incrca.scs ihcii 
maintenance requirements. Compared with 
a non-dccrcpii cow of 250 kg. a cros.shrcd 
of 3.50 kg needs per day around 0.6 kg of 
TDN and 0.1 kg of CP more ju.st to maintain 
its (xidy functions, which equals about 1.2 
to 1.6 kg of milk (based on NRC. 1989 
assuming equal maintenance requirements 
per kg. Crossbreds also need higher quality 
feeds because (he intake of feed is not 
incrca.sed to the same magnitude as the 
increased requirements. The pins point for 
the native cattle is that they can em and 
survive on more of poor quality roughages 
while exotic breeds of cattle might lose 
weight or even starve [Orkutv 1964], 

The economic feasibility o( feeding of 
high quality feeds, likcconcentraics. depend 
upon (heir availability and prices in relation 
to output prices. As a rule of thumb, feeding 
of concentrates is hcncficiai if the pric'cs of 
ctincentraics lo milk arc in the ratio lower 
than l;l.2S.assumingihai i kg of concentrate 


til of sufTicicm quality fiw'producing '2 kg 
of milk, white roughafcs can meet the 
maintenance requirements. Because cross¬ 
breds have higher requirements for good 
quality feeds, and because they seem 
tencricial only if thi.s ratio is lower than 
1:1,25, assuming that iittle high quality 
fodders are available. In any ca.se the demand 
for concentrate feeds is bound to increase 
with increase in the female crossbred 
population. With the increase in the total 
demand for milk products projected at 4.3 
per cent per annum in the next two decades 
in India (Radhakrishnan 1991 ] there will be 
an induced demand for feeds as well as 
fixlders. 

The crossbreeding programme could not 
create the desired impact on dairy 
development because of various constraints 
such as lack of clear-cut breeding policy, 
i mplement at ion of crossbreedi ngprogramme 
irrespective of its applicability/suitahility to 
(he area, lack of Al and veterinary aid 
facilities, repeat breeding, ban on slaughter 
of cattle in almost all the Ntates. Even (he 
provision of Al facilities docs not gaurantec 
the adoption of crossbreeding programme 
by the farmers as reported by Dha.s (1991). 
McDowell (1984) opined that marginal to 
sub-marginal returns arc a serious 
impediment lo the adoption of breeding 
systemsdesigned (oincrcascgenetic potential 
for milk yield. India is no exception to his 
ainicnlioD that large Al programmes have 
been launched for crossbreeding without 
consideration of farmer prionlies. 

CONl'I.USIONS 

Crossbreeding lechnology helped in 
increasing ihc milk production Ihough the 
extent nl contribution of crossbreds lo this 
is not clear and varies acrass India. Though 
the impact of crossbreeding programme on 
milk production is not as substantial as 
expected, there is no point in discontinuing 
It. rather it should he examined for its failure 
and success. It is unfortunate that much time 
and resources have been lost in the prtcess 
of experimenting wit h crossbreedine in cattle 
to increase the genetic potential for milk 
production. It is high time for (ho planners 
and pulicy-mukers to review the breeding 
policy and activities in the country with 
earnest consideration to the existing farming 
systems and fanner priorities. 

The increased number of crossbreds 
induces an increased need for, especially 
high quality feeds, medicines and vaccines. 
Undesirable consequences of this 
crossbreeding technology arc decrease in 
availability of draft animals, while in the 
procc.ss siiirdy local caiilcaregelling replaced 
by comparatively more susceptible 
cros.sbrcds, though at a slower pace. 

Despiteexpending huge amounts of money 
on crossbreeding lechnology in addition to 
Ihc supply of almost free of cost supply of 
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semen lo the fanning community, this 
technology has shown its impact only in a 
few fanning systems, probably mainly due 
to differences in conditions in farming 
systems. For successful implementation of 
this controversial crossbreeding technology 
it is necessary to asccnain beforehand the 
conditions conducive for the technology. It 
is better to implement the crossbreeding 
programmes with vigour only in the potential 
promising areas lathcrthan wasting resources 
in implementing the programme throughout 
thccountry. Imponant conditions influencing 
the successful implementation ol 
crossbreeding include an increased demand 
for cow milk or young stock resulting in a 
remunerative market, low demand for 
draught animals, accessibility of veterinary 
assistance to farmers, and low prices of high 
quality feeds relative to milk prices. 
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ent bf I%blic Tbbew<^ 
in Wi^t Bengal 


DSKRao 


West Bengal has a large number of state-owned tubewells, catering to the needs of the \'ast number of marginal and 
fragmented landholdings. However, their poor management resulted in erratic water supplies and eroded farmers’faith 
in the system. The government, therefore, decided to hand-over all the shallow tubewells constructed under the World Bank 
scheme to local panchayat samitis. 

The democratic setup of the panchayati raj system was fully involved in the entire prtfcessfrom the allotment of tubewells 
to management of them. The study reveals that the overall performance ofthe tubewells was encouraging with the beneficktries 
paying water charges on regular basis. However, delay in energisation and lack of adequate power supply during the peak 
requirement season led to some underutilisation of tubewells. 


WEST BENGAL slate is endowed with 
good groundwater potential, of which 
barely one-nfih has been tapped so far. 
This level of exploitation ol groundwater 
resource is well ^low the national average 
of one-third, and much less than that of 
Punjah-Haryana region. This could be 
attributed mainly to the predominance of 
marginal and fragmented holdings on which 
individual wells and pumpsets arc not a 
viable investment. Dhawan (1982) observed 
that the development of tubewcll irrigation 
in the Gangetic plains diminishes when 
traced from western Uttar Pradesh to West 
Bengal, litis trend, according to him. is on 
account of several f actors, such as, progres-s 
in land consolidation, spread ol rural 
electrification and institutional tinancc. 
besides the si/.c of landholdings and their 
fragmentation in space While no district 
in West Bengal suffers from over¬ 
exploitation ofgroundwaierrcsource. Nadia 
and 24 Paraganas (N) districts attained a 
level of S6 per cent exploitation (vide 
Appendix Table I). 

In view ot the above, the West Bengal 
government invested heavily in groundwater 
development and created imgaiion facilities 
for small and marginal farmers through state- 
owned tubewells. Nearly 4,000 deep 
tubewells and I ^.(100 shallow tubewells were 
constructed dunng the last three decades. 
Water charges under these tubewells are 
kept at the level of highly subsidised canal 
water rales. In spile of low water rales, 
utilisation under the state tubewells has been 
extremely low. This could be attributed 
mainly to poor power supply and inefTictent 
management. As a consequence, water supply 
under these tubewells is erratic causing the 
farmers to lose faith in the system. The 
officials of the minor irrigation department 
attribute the above dismal performance to 
lack of accountability. Each cluster of 12 
government shallow tubewells is maintained 
by a single operator who is unable to give 
attention to the maintenance of any of the 
tubewells. Many of these tubewells are also 
lying idle because pumpsets are frequently 
stolen. 


I 

World Bank Scheme 

In 1985-86, the West Bengal govcmmcnl 
launched a massive .scheme for constructing 
dug wells, shallow tubewells.dccptubcwells 
and river lift irrigation with World Bank 
assistance of U.S $ 99 million. Execution of 
work under the above scheme started in the 
year 1988-89 and was completed m March 
1994. It was originally envisaged that thc.se 
tubewells would also be under the 
management of the state minor irrigation 
department. However, the World Bank and 
the state govemnicni had their misgivings 
about the elTicicncy of management under 
the state sector and thcrclbrc decided to hand 
them ovei to panchayat samitis. Under the 
World Bank .scheme shallow tubewells. low 
duty tubewells and medium and heavy duty 
tubewells were constructed depending upon 
the suitability of the hydrogeological 
cunditions of a particular area, the design, 
cost and other parameters adopted fur 
different .structures are given in Table I. 

Ihe average command area ol a heavy 
duty tubcwell is 40 hectares, which is twice 
that ofa medium duty tubcwell. In all. 1.200 
heavy duly and 400 medium duty tubewells 
were constructed by September 1994. These 
lubewellsareprovidedwilhpipcdistnbuiion 
system. Heavy duty tubewells have 15 
outlets, each serving 2.5 hectares as compared 
to lOoutleis for the medium duty tubewells, 
each catering to 2 hectares. 

Shallow tubewells and low duly tubewells 
have similar depth and discharge. However, 
in areas where water levels are shallow and 
drawdown is less, shallow tubewells are 
installed with centrifugal pumpsets. Low 
duty tubewells are es.sentially shallow 
tubewells, but installed with submersible 
pumpsets becau.se of deep water levels. 
Altogether 5,583 shallow tubewells and 
2.596 low duty tubewells were constructed 
by September 1994 as against the total target 
of 8,640 structures. Shallow/low duty 
tubewells are invariably constructed in 
clusters, shallow/low duty tubewells arc 
invariably constructed in cluster of S to 7 


structures. In view of the small command 
area (4 to 6 hectares), pipe conveyance ia 
iM)i provided and farmers arc encouraged to 
construct fickl channels on their own. 

In view of their small command area and 
easy management, all the shallow and low 
duty tubewells were to be handed over to 
the panchayat samitis. Medium and heavy 
duty tubewells continued under the 
management of the state government because 
their operation and maintenance demands 
skill and organisation. However, as an 
( xperiment. 2 to 3 deep tubewells per district 
were to be handed over to panchayat samitis. 

Under the World Bank scheme, .selection 
of tiibwell sites and consequently, Ihe 
bcncriciarics. has been done involving ihe 
three tiers of panchayat raj system, viz, zilla 
parishad, panchayat .samiti and gram 
panchayat. Initially, distnetwise targets of 
tubewells were finalised at the state level by 
taking into consideration the potential for 
groundwater development, proportion of 
small and marginal formers,etc. Sabhadhip^- 
of the zilla parishad. in consultation with the 
site selection committee (SSC) distributed 
S^ic tube wells al lotted to the district to di fferent 
panchayat samitis. The SSC includes two 
officials ot the Slate Electricity Board, one 
geologist and one irrigation engineer besides 
one official from Ihe agriculture department 
as members with the sabhadhipati as the 
chairman. At panchayat samiti level, the 
standing committee for agriculture, irrigation 
and co-operation further allotted the tubewells 
to the gram panchayat. 

The concerned gram pradhans called a 
meeting of the elected village panchayat 
members and decided the villages in which 
the wells were to be located. Elected members 
ofthc village panchayatsconvenedameeting 
of all the villagers to discuss the siting of 
tubewells. While finalising the location of 
tubewells the following criteria were 
observed: (i) distance from the high tension 
line (the State Electricity Board releases 
priority electric connections to wells located 
within 1.500 metres from the high tension 
line), (ii) spacing between wells (minimum 
spacing of 200 metres is maintained between 
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tWo shallow/low duly tubcwclls as compared 
U) 1.000 mcires for iticdiuin/heavy duly 
lubcwclls), (iii) propornon of .Mnall and 
marginal (armers lai lease 80 [k-t cent of the 
bcneficianc-s undci the tubewcll have to be 
small and marginal larmcrs). (iv) scope lor 
multiple cropping, and (V) willingncssol the 
farmers to donate a piece of then laiul lor 
constructing tubewells, 

After finalising Ihe location ot tiibcwells. 
the village iianehayatdcliiioaicd the tentative 
'.'ommand arcaof the cluster. An undertaking 
was obtained Irom the farmers willing to 
donate their land lor tubewcll constiuciion 
Another undertaking was obtained from all 
the farmers included in the cominand. to ihc 
cfleci that they would purchase water supplied 
by the panchayat tubewells The village 
panchayal forwarded Ihc above details to the 
gram panchayai. which in turn forwarded 
them to the panchayal siimiti 
The Chart sht'ws ihe involvement of the 
panchayat raj system in the process ot 
tubewcll allocation and site selection. 

'Phough the above proccduie is very 
elaborate and lime eonsummg, ii is piobably 
thcbc.st way 10 ensure (armers’ involvement 
in the planning process Besides, it ensures 
cuminiimeni of the faimers to the tubewcll 
management. 

Alter tubewells were consirucled and 
pumpscis energised, they w'cre handed over 
by the minor irrigation depart meni to the 
panchayal samitis which had ihe overall 
responsibility ot lunning them, The mo.si 
important function ot the panchayal sainiii 
IS to constitute bcneliLiary commiiiees lor 
the operation and maintenance of tubewells 
besides fixing the water rates. The p.inchayai 
samitis also have the rcsponsibiliiy ol 
maintaining the profii-los.s account of 
individual tubewcll clusters 
Day to day working of lubcwclls is looked 
after by the beiiefieiaiy eommillee. which 
generally includes a beneficiary represen- 
laiivc of the jianchuyat samiti and ol gram 
panchayal. A!* the tubewcll opcialors arc 
also members ol the beneficiary (.ommillee 
The main function ol the benclieury 
coimniticc is to ensme waich and w.ird of 
the tubcwelLs. besides iheii operation and 
maintenance Thecomnnilee is also required 
U) mainlain proper recoids of liibcwell 
running, w.iier tales ehaigeil and ihe revenue 
realised 

H 

Irrigation Management 

The mouniing costs ol operation .mci 
mainicnanec til irneaiion strutiuics and kick 
of eommonsuiaie revenue Irom them due lo 
extremely low walei rates have prompted 
many governments Ihc world ovci lot ransicr 
irrigation management to tanner groups In 
India. Ihe idea of larmcr parlieipalion m 
irrigation management has grown since the 
last one decade This idea has arisen from 


the need for better returns from the mmive 
investments made in irrigation [Kanwar 
1988) 

West Bengal is the first stale in Ihe country 
where laigc-stale transfer of irrigation 
nianagcinciU has taken place during Ihc last 
3 lo 4 years Hundreds ol tubewcll clusters 
consirucled under the Wotid Bank scheme 
aic handed over to panchayal samiiis. It was 
di’cidcd to coiiduc l a systematic study of the 
nianagemcni oliuhcwcllsundcrthe panchayal 
sainiiis m West Bengal and evaluate its 
success. 

fhe main ohjcilive of the present study 
IS lo examine the quality ot tubewcll 
maiiagemcni by the panchayat samitis To 
enable Ihe author lo draw mcaninglul 
conclusions on the above. Ihe following 
aspects were studied in detail; (i) qualiiy ol 
design, construciinn and maintenance ot 
liiliewells, (III utilisation ol tubewells, (iii) 
role ol paiK hayai s.iinili and Ihe hencliciaiy 
eommillee in tubewcll management, andfi v) 
.illitudc. response .mdinvolvcmcni of farmers 
in tubewcll nianagemeni 

The presem study locused mainly on the 
management of shallow/low duty lulicwcll 
clusters because iargc-.scalc tianslcrot these 
has taken place as eoinpareil to deep tubewells 
(Table 2). Under the World Bank scheme 
shallow/low duty lube wells were consirucled 
in 1(1 disiricts However, only Nadia and 
Hooglilydisincis were selected lor die picsem 
study because ol high concernraiion ot 
shallow tubewells and low cliity inbewelK 
rcspcclivciy in Ihc above iwo disiriets 
Besides, iransler ol lubcwclls lo panchayal 
samitis has also taken place more vigorously 
in these two districts Two blocks were 
selected in Hooghlv i .Singui and Chatindilaia 
II) and Nadia (Haringhaia and Ranaghat II) 
disiricis. Five lubewell clusiers (Jonai. Baksa 
and Babur bert in Hooghlv disiricl and 
Dhauniala ind Parmajdia m Nadia disiricl) 
and 40 beneliciaiy larmcrs wcie selected on 
a random basis for ihe siudy 

Dat.'i coliccicd Irom ihe lubewell clusiers 
included inlormalion on lubewclls (design. 


yi«M. commatid and tilMisation of 
.structure-s) and particular.s of the farmers 
(land owned, cropping pattern, crop yield, 
and net income before and after the const¬ 
ruct ion of lubeweils), perception of Ihc bene- 
liciaries on the adequacy, timeliness and 
equity of water supplied was also obtained. 

Hixighly and Nadia districts have high 
proportion of Ihe geographical area under 
cultivation (81 and 72 per cent, respectively). 
Both Ihc districts arc characterised by high 
rainfall (1,5(X) mm). 80 per cent of which 
occurs between June and October. The area 
has fertile Gangelic alluvial soils Rice, jute, 
wheal, mustard .pulses, potato and vegetables 
aie the majortrops. Groundwater and canals 
are Ihc major sources ol irrigaiion in Hwighly 
district, whereas Nadia district is irrigated 
mainly through groundwater. Heavy 
dependence on groundwater for irrigation 
has led lo high stage of groundwater 
development in Nadia district (Table 3). 

Ill 

Design, Construction and 
Utilisation of TubeweiLs 

In designing Ihc lubewell as.sembly it is 
essential lo deiermine Ihc length ol Ihc 
housing pipe carefully because inadequate 
length may reduce ihe hie of the lubewell 
whereas longei pipe than necessary will 
enhance Ihc cost without iiK ieasiiiglheyicId 
Optimum length of the housing pipe under 
Ihe World Bank tubewells was determined 
after taking into consideration the depth to 
waicr level, drawdown and water level trends 
A ca.se in point is Ihe iwo tubewells in Baksa 
clu.sier, where inadequate housing pipe has 
icsulied in decline ol discharge, parliculaily 
in Ihe late 'rabi’ and ’boro’ .sea,sons, In such 
siUi.iiion Ihc only solution is rcdrilling of 
lubeweils and providing deeper housing 
pipes 

The shallow/low duty tubewells studied in 
the field were developed by both compressoi 
and pump tor adequalc duraiioii. Discussion 
w ith the engineers also re vealed that selection 


1 vBi 1 I 'IsMir.M Oisii.v ri/Si Asii I’oMMAND Ari A or Difn.KiNr .S'nuieiuKts Hnijcr 
no WoRi.D Bsnk .Scm.Mi 


Type ol 
rub.'vvcll 

Cos! 

(Ks Lakh 

Per Tubewcll) 

('ommand 
Area Pei 
Tubewcll 
tha) 

Minimum 

.Spacing 

(m) 

Design Parameiers 

Heavy duly 
lubewell 

8 0 

41) 

IIKX) 

130 Ml dcpih. 56 litres per 
second di.scharge PVC pipe 
di.slnbulion. 

Mclilum 

lubewell 

s (/ 

20 

KXK) 

1.50 111 dcpih. 28 lures per 
second discharge PVC pipe 
(Jisirihulion » 

1 -ow duly lubewell 

1 

4 (> 

21X1 

60 III depth. 8 litres per 
second discharge (installed 
with submersible pumpset) 

Shallow lubewell 

0 xs 

4 (, 

2(«) 

60 in depth. 8 litres per 


.second discharge (installed 
with centrifugal pumpsel) 


SiHin I- Office of Ihc Chief Engincci, Minor Irngalion Dcpartincnl. West Bengal 
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of sld »i4fc the strain^ and ihe gravel 
was made after careful analysis of the granular 
samples. The study showed that with the 
exception of two tubewctls in Baksa cluster, 
jubewell dc.signing in general has been made 
in a scientific manner. 

Drilling of tubcwells was generally 
completed within about one month for a 
cluslerofsix tubewells. Deep tubcwells were 
drilled by the minor irrigation department 
using rotary/reverse rigs. Shallow and low 
duty tubewells were drilled by private 
contractors using hand boring sets. Though 
tubewel I construction was completed at brisk 
pace, there was considerable delay in the 
energisation. Under the World Bank scheme. 
8.17V shallow/low duty tubewells were 
drilled and developed by September 1994 
but baldly 2.640 were energised because of 
slow release of electric connections by the 
elecincity board. Energi.sation took about 
two years after the tubewell construction 
(Table 4) which resulted in enormous loss 
of production. 

Energisation delay was compounded by 
delay in commi.ssioiiitig of tubewells. This 
was inevitable because constitution of 
tx'neticiary committee l(M>k to 4 months 
All the tubewells in a cluster are 
interconnected so ihai tfany structure is out 
of order, its coiniiiand area is covered by 
opeiating the other tubcwells for longer 
duration. In Bak.sa cluster, to compensate Ik/r 
the reduced discharge of two tubewells, the 
remaining ones arc operated for longer 
duration However, this arrangement is not 
fully satislaciory because of poor power 
supply during the peak season. 

Soon after tubewell construction is 
completed, pending commissioning, the 
structure is protected by covering with a 
metallic plate Under the Dhauntala cluster 
one tubewell was not properly covered and 
the villagers choked it by dumping trash and 
stones into it. This resulted in permanent 
damage to the structure. In the same cluster 
tine motor remained out of order for more 
than two years. The third tubewell ha.s recor¬ 
ded reduced discharge in the summer season 
because of decline in water levels. Five 
tubewells out of thirty studied have developed 
problems in a short span of .1-4 years. Unless 
repairs are promptly attended to the problem 
IS going to be severe in the future. 

Though the government envisaged that 
shallow tubcwells would run for about 1.600 
hours per annum, in actual practice, most of 
them worked for Ic.sscr period (Table 5). 
Average annual running for the four clusters 
for which data is available worked out to 
878 hours per tubewell. The above 
underutilisation was becau.se of poor design 
(Baksa) and maintenance (Dhauntala). The 
other major reason for undeiutilisation is 
the inadequate availability ot power dating 
the peak requirement .season. However, 
performance ot the above panchayat 
tubewells is far superior to government 


tubewell cluster. This ts^nisc^inlMtauntala 

and Ranaghai 11 panchayat samitls wherein 
tuhcwcils under government clusters 
averaged less than l(X) hours per annum. 

IV 

Panchayat Samiti Management 

.Successful management of tubcwells 
depends to a great extent on the involvement 
of the panchayat samiti. beneficiary 
committee and the tubewell operators. An 
attempt has been made to evaluate their 
pcriormance in relation to tubewell clusters 
studied in the field. 

Panchayat samitis arc given considerable 


auiortotny fn thie mattagemcm of tubeii^ls: 
However, in respect of the five tubewdl 
clusters and one heavy duty tubewell studied, 
role of the panchayat samiti did not go 
beyond the constitution of beneficiary 
committees and appointment of operators. 
Sustained efforts to monitor the tubewells 
and take prompt corrective measures were 
lacking. Panchayat smitis have neither 
maintained the accouns of tubewell clusters 
nor made efforts to improve the accounting 
system of the tubewell operators. Excess 
reliance on tubewell operators for collecting 
water charges, besides maintaining accounts 
and registers, with lax .supervision may lead 
to unwarranted practices 


ClIAKT . Pwx-KSS OF Tl'BFWUl.l, A|.1.0<‘ATI0N AND SlIE Sri tniON 

.Secretary, Irrigation 
Chief Engineer, Minor Irrigation 


l^istnclwise allncaliun of tuhcwells 


Ziiia 1’ari.shad 

(Sabhadhipati. in cunsuiialinn wiih llic sue 
.seieciton coininiucc. ailnticd luhvwclls lo 
panchayat sainilis) 

I 

Panchayat .Samiti 

(Sabhapati. in consultation with the standing 
coininillcc on agnculiiirc. irngalion and 
co-opcration allolicd iuhcwclls lo grain 
panchayals) 

Gram Panchayat 

(Pradhan. in consultation with the elected 
incnihcrs of Ihe village panchayals. selected ihe 
villages in which Iuhcwclls could he located) 

Village Panchayat - 

I Elected inemher of Ihe village panchayat 
convened a iiiceling of all ihc villagers and 
decided the lueaiion of tuhcwcils. i 


(Chief Engineer ohiaincd the approval of Ihe 
govemmeni and ordered (he concerned executive 
engineers to take up the work) 

Ziiia ParLshad 

(Disincisilescluctioncoiiimiltec further discussed 
Ihc suilahiliiy of lubcwell sues) 


Panchayat Samiti 

(Vcnfied if all Ihe norms, such as spacing, 
distance from ihe HT line, proportion of small 
and marginal farmers and scope for multiple 
cropping patiern were followed) 

Gram Panchayat 

Forwards (he rccommcndalions of ihc village 
panehayai lo the panchayat samiti 

I 

Village Panchayat 

iTcnlalivc command dclincalcd Undertaking 
obtained from farmers willing lo donate a piece 
oi land for tubewells Undertaking from all the 
beneficiaries that they would purcha.se water 
from Ihc panehayai tuhcwells). 


Tabli- 2 PinsicAL pBonRAMsir. or Various GRocNnwATkR Strijciures Under 
till WoRi o Bank .SniEMt 


.Stains of Tubewell Cttnslniclion (.September 94) 


Typeol 

Tubewell 

Target 

tno) 

.Scteciion 
of Sues 

(no) 

Constructed 

(no) 

Energised 

(no) 

Wells Handed 
Overio 
Panchayat 
Saniiiis 
(no) 

Heavy duly lubcwell 
(HDTW) 

I2().‘i 

1047 

1020 

68.1 

6 

Medium duty lultcwell 
(MDTW) 

.SIO 

.SfK) 

426 

207 

2 

Low duty tubewell 
(LDTW) 

2940 

2674 

2596 

945 

812 

Shallow lubcwell 
(STW) 

.S7()0 

5672 

5583 

1695 

1184 


Stiurif Office ol Ihe Chief Engineer. Minor Irrigation Dcpartineni. West Bengal. 
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Beneflciaiy committees have the direct 
responsibility of lubewell mangement. 
Though the state government had decided 
that the beneficiary committee shall consist 
of 7 to 8 members, all the 5 tubewell clusters 
•Studied had larger committees, with 
membership ranging from 10 (Parmajdia 
cluster) to 13 (Jonai cluster). It is significant 
to note that the beneficiary committee of 
Parmajidia cluster, which is comparatively 
small and compact, is working efficiently. 
Unlike the remaining lour clusters, bene¬ 
ficiary committee meeling.s of Parmajdia are 
held regularly, with minutes recorded pro¬ 
perly and follow-upaction initiated promptly. 

In all the clusters studied, tubewell 
operators are beneficiary farmers who are 
members of the beneficiary committee. They 
arc generally marginal farmers whose land 
under the tubewells ranged from 0.1 to 0.6 
hectares. It is noteworthy that no special 
favour or rcpreseniation is given to large 
farmers in the committee. The convenor of 
the beneficiary committee is either a 
beneficiary farmer (Jonai heavy duty 
tubewell) or tubewell operator (Dhaunlala 
cluster) or an employee of the panchayat 
samili (Babur beri. Baksa, Jonai and 
Parmajdia clusters) as decided by the 
sabhapati.The government had envisaged an 
active role to the convenor in the managerial 
functions. However, in practice, convenors 
were generally passive with the operators 
managing the tubewells 

All the beneficiary committees have done 
well m ihc watch and ward of the tubewells. 
No thclt ol pumpsets or their accessories was 
reported from any of the tubewells. In 
comparison,government managed tubewells 
have fared badly. Thclt and pilferage have 
rendered many government tubewells 
infructuous (personal communication, chief 
engineer, minor irrigation department). Yet, 
it is unfortunate that none of the beneficiary 
committees has acted with a vision; they 
have not looked beyond the watch and ward 
of and operation of (ubewcl Is The committees 
have neither rectified the existing sick 
tubewells nor built up re.sourccs to replace 
the pumpsets and tubewells after their 
economic life (pumpset has an economic life 
of 9 years as compared to 25 years of a 
tubewell: however tubewells may need 
replacement much earlier if (heir design is 
not proper). 

Rtxj- OF Tubeweu, Operators 

The number of operators under tubewell 
clusters is varying. Parmajdia clu.ster is looked 
after by two operators. Dhauntala. Jonai. 
Baksa and Babur ben clusters have six 
operators, one for each tubewell. For (he 
shallow lubewell clusters, operators are 
invariably those farmers who have donated 
a piece of their land for the construction of 
lubewell. Operators of Jonai. Baksa and Babur 
beri clusters receive a monthly salary of Rs 
200 to 250, as compared to commission of 


Re I per hour of tubewell operation under 
Dhauntala cluster. Only under Parmajdia 
cluster, operators are not paid salary and arc 
expected to work voluntanly. 

itisobserved that operators have, in general, 
relatively higher education levels. Out of 26 
operators working on the 5 clusters, 15 are 
matnculates. A few among them have also 
undergone training in pump maintenance, 
"nie operator of Jonai heavy duty tubewell 
is a IT1 (rained pump technician. He is a full 
time employee (not a beneficiary farmer) and 
receives monthly compensation of Rs 1 ,000. 

In the tubewell clusters studied, operators 
are performing the following duties; (i) 
operate pumps and allocate water to farmers. 

(ii) supply water to farmers outstde the 
command when surplus capacity isavailable, 

(iii) maintain individual registers for farmers 
and tubewel Is, recording the number of hours 
tubewells tun. crops grown, area covered, 
and (IV) prepare individual bills and collect 
water charges. 

11 may be seen that the operators have wide 
range of duties. Collection of water charges 
and maintenance of accounts can be taken 
over by the convenor of the beneficiary 
committee so that operators arc left free to 
run the tubewells and maintain the records. 

Cropping PATn-.RN and Farm Income 

Out of the 40 farmers interviewed under 
the five clusters. 36 (90 per cent) are small 
and marginal farmers with landholding less 
than 2 hectares. Farmers owning less than 
I hectare amount to 73 per cent. Thus, the 
tubewell clusters are catering predominantly 
to marginal farmers, who were depending on 
unirrigated f arming or purchasing water from 
neighbouring farmers at exorbitant rates 
bcforccommissioningof the panchayat samiti 
tubewells. 

Before joining the tubewell cluster the 
cropping pattern adopted by (he farmers was 
rainfed paddy or jute during the kharif and 
pulses in the rabi sea.son. Wherever scope 
existed for purchase of water, farmers 
cultivated groundnut or other oilseeds. With 
the ininKluction ol tubewells, cropping pattern 
shified in favour of imgatcd paddy during 
the kharif and boro seasons. Boro paddy is 
the most popular crop in the study area 
because of higher yields and better returns. 

In view of the erratic nature of monsoon, 
yields of rainfed khanf paddy and jute were 
low and averaged l,2(W and 500 kgs/ha, 
respectively. With the introduction of 
tubewell irrigation, kharif paddy yield 
increa.scd to 2.500 kgs/ha. Born paddy yields 
are as high as 4,600 kgs/ha. The net income 
under tubewell cluster was, on average 
Rs 14.000 per hectare for the two crops of 
kharif and boro paddy. Many farmers ate 
also deriving go^ income by cultivating 
potato and other vegetables during the rabi 
season. The vegetable crops, under irrigated 
conditions are yielding a net income of 
Rs 12.500per hectare. The post-development 


cropping pattern Under tubewelli it 
remunerative. With high cropping intensity 
(minimum of 200 per cent) and the benefit 
of a.ssured irrigation, farmers are deriving 
good income. 

Water Charges and Cost Recovery 

In all the tubewell clusters studied the 
water rates were fixed after discussing the 
issue in a general body meeting of the 
beneficiary farmers. Jonai, Babur beri and 
Baksa clusters have fixed annual water rates 
on area basis (Rs 1.125 to Rs 2.000 per 
hectare), whereas Parmajdia and Dhauntala 
clusters follow hourly basis @Rs 5 per hour). 

Under both area and time normsr water 
rates work out to be nearly the same. As the 
tubewell di.scharge isabout 7 litres per second, 
for water rate of Rs 5 per hour, the cost of 
one cubic metre water worked out to Rs 0.20. 
Even for water rates of Rs 2,000/hectare/year 
the cost of one cubic metre of water worked 
out Rs 0.20 (assuming (hat farmers purchase 
about one hectare-metre water in a year 
amounting to 10,000cubic metres for an area 
of I hectare). Jonai cluster is charging 
substantially lower rates because of light 


Tabu .3: Details op Qroundwater 
Development in the Study Area 
(as on September 1994) 


Distnet/ 

Block 

Groundwater 

Balance 

(Hectare 

Metres) 

Stage of 
Groundwater 
Development 
(Percent) 

Hooghly 

87225 

32 

Chaundiiala II 

2115 

25 

Singur 

6879 

30 

Nadia 

74511 

56 

Ranaghat II 

.3278 

72 

Horinghala 

1.5.34 

78 

Source: National Bank Regional Office. Calcutta. 

Tabu 4: Delay in Energisation op Tubewells 
IN THE Study Area 

Name of the 

Dale of 

Date of 

Tubewell 

Cluster 

Tubewell 

Construction 

Energisation 

Babur ben 

February 1990 

August 1992 

Jonai 

February 1991 

December 1992 

Jonai (HDTW) June 1990 

February 1993 

Baksa 

February 1990 

August 1992 

Paramajdia 

January 1990 

September 1991 

Dhaunlala 

January 1990 

August 1991 


Source: Office of the Executive Engineer, Minor 
Imgation Department. Hooghly and 
Nadia Distneu. 

Table 5: Utilisation of Shallow/ 

Low Dirrv Tubpweijj, 

Nome of the Average Annual Running 

Tubewell Cluster Houns Per Tubewell 


Baksa 1085 

Baburberi 1160 

Dhauntala 289 

Parmajdia 1098 


Stmrve: Office of Executive Engineer, Minor 
Irrigation Department, Hooghly and 
Nadia Dishicts. ^ 
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irri^td «uMvated by the* farmers. 

In Nadia and Hooghly districts, farmers 
without imgation facilities purchase water 
from neighbouring fanners at Rs 12 per hour 
(Rs 20 per hour if tubcwells are operated by 
diesel engines). For tubewcll discharge of 7 
litres per second the charges work out to Rs 
0.48pcrcubic inctre(Rs0.79 per cubic metre 
in case of diesel engines) which are much 
higher than Rs 0.20 per cubic metre paid by 
panchayal tubewcll bencficiancs. 

It IS noteworthy that in all the tubewcll 
clusters visited (including the Jonai heavy 
duty tubewell) there was no problem of 
colicctionof watercharges. Farmers are billed 
two to three times a year, at the end of each 
crop season and the payment of watercharges 
by farmers is very encouraging. In hardly 
about 10 per cent of the ca.scs payment is 
deferred to the next crop season, but none 
of the farmers has defaulted beyond that. 

Though four out of the five tubewell 
clusters have generated surplus, their financial 
position IS not sound. Unless panchayat smitis 
manage tunds efficiently, they will not be 
able to meet the cost of tubewcll maintenance 
from (he revenue earned from the tubcwells. 
The Dhauniala cluster is in a precarious 
position, with the expenditure far exceeding 
the income. The income is low because two 
tubcwells are out of order and the remaining 
(our could not he run lor longer duration 
because of short supply of power of adequate 
voltage during the peak sca.son. Though 
tubcwells were not utilised optimally, (he 
electricity bills had to be paid fully, on a Hat 
rale, which is a drain on the meagre income 
of (he cluster. It will be more benclicial tor 
this cluster to pay the electricity charges on 
meter basis 

However, (he cluster has reduced (he 
operation cost substantially by paying (he 
.salary of the operators on commission basis 
(Re I per hour of tubewcll operation). Jonai 
cluster IS characterised by Iight irrigated crops. 
Hence, the water rate is only Rs 1,123 per 
hectare, which is far less than Rs 2.000 per 
liectarc charged under the nearby Babur bcri 
and Baksa clu.sters. At the same lime, the 
tubewell operators are paid salary of Rs 200 
per month. Electricity charges are also paid 
on a flat rate. It will be prudent to pay salary 
to the operators on commission basis, as in 
(he case of Dhauntala cluster. As all (he 
tubewelis under this cluster are yielding 
unifoimly good discharge of 6 to 7 litres per 
second, there is need to promote irrigation 
intensive crops, such as, vegetables which 
will not only utilise the available water 
potentia) of the tubcwells but also enhance 
farmers' income substantially, enabling them 
to pay higher water charges. 

The position of Babur beri, Baksa and 
Parmajdia clusters is comparatively better. 
They havegeneraied surplus income, ranging 
from Rs )9,K(X) to 21.7(X) per year (Table 6). 

It is natural that in the initial years such 
surplus is fcneraied because the structures 


are new and there is hardly any In the 
maintenance of tubewelis and pumpsets. 
However, considerable expendilurc wilt be 
involved after a fewycars when the pumpsets 
are to be replaced and the tubcwells are to 
be redrillcd existing surplus will not be able 
to meet such expenditure. None of the 
panchayat samitis has given any serious 
thought to tile above situation. 

Theauthor strongly feels that those tubewell 
clusters having surplus income must invest 
their profits prudently. If investments arc 
made in fixed deposits or Indira Vikas Patras 
or any other scheme, there will be regular 
flow of enhanced income after 5 to 6 years, 
which will be useful in meeting the 
maintenance demands arising out ol (lie older 
pumpsets and tubcwells. All (he sabhapatis 
with whom the author discussed, appreciated 
the above point and assured that they would 
consider in vc!>ting the income generated from 
the tubewelis. 

Discussions with the beneficiary farmers 
also revealed that they were willing to pay 
higher water charges, up to Rs K per hour 
of tubewell operation, if the profit generated 
from the tubcwells is invested properly. It 
may be noted that at present farmers who 
do not have access to irrigation arc paying 
Rs 12 to Rs 20 per hour for purchasing water 
from private shallow tubewcll owners. 


Management Transfer: 

Degree of Success 

Some of the key parameters to evaluate 
the quality ol tubewell management by the 
panchayats are: (i) participation of farmers, 
(ii) distnbution ol water, and (iii) realisation 
ot water charges. Analysis ol data collected 
Irom the fi ve tubewell clusters and one heavy 
duty tubewcll. besides 40beneficiary Iarmers 
on the above aspects is prc.scntcd below. 

Farmers participated actively in the 
selection of tubewell sites. Selection was 
made in an open meeting of all the villagers 
alter thorough deliberations on the norms, 
such as. minimum spacing, distance from the 
high tension line, composition of small and 
marginal farmers, etc. The entire proce.ss was 
transparent and ensured fair selection. Soon 
after the beneficiary committee was 
constituted, the issue of water charges was 
discussed in a general body meeting of the 
beneficiaries. The water charges levied by 
the panchayats was thus a collective decision 
and the bcncficiancs were committed to it. 


However, l^tbtwra {nid))o .siy in (he dmAgn 
of tubewelis and pumpsets and thealignment 
of iirigation channels. These decisions wne 
taken, correctly so. by the engineering 
department on technical considerations. 

(^ality of water distribution could be 
judged from the angle of equity, reliability, 
efficiency and sustainability of the supply. 

Equity: Analysis of the data on water 
charges paid by the fanners and discussions 
with a cross-sc*c(ion of them brought out 
clearly that water supplied was directly 
proportional to the land owned by them 
under the tubewell cluster. Caste and status 
of the fanners had no intluencc on the 
quantum of water supply. A notable feature 
is that equity is ensured between the head 
and tail-end farmers. This is achieved by 
supplying water for proportionately longer 
duration to fields away from the tubewelis 
to compensate for seepage losses, at no extra 
cost. 

Rfliahiliiy: Under Jonai, Babur beri and 
Parmajdia clusters, the requirement of all the 
beneficiaries, even during the peak period, 
are being met. The dischare of the heavy duty 
tubewcll in Jonai was also found to be 
adequate to meet the peak requirements of 
all the farmers. However, Baksa cluster is 
facing problem during the late rabi and boro 
.seasons because of decline in water levels 
and consequently the discharge in respect of 
two tubcwells. Under Dhauntala cluster also 
reliability of supply is affected because of 
damage to one tubewell and one pumpset. 

Effleiency: The cost of tubewcll operation 
includes cxpcndiiureon slary of the operators, 
electricity charges and repairs to pumps. 
There is scope for reduction in the tubewcll 
operation cost. Instead of engaging six 
operators, paying Rs 2(X) to 2S0 per month 
to each ot them, the panchayat could employ 
two operators, each kaiking after 3 tubcwells. 
for a monthly salary of about Rs 400. Two 
operators of Parmajdia clu.sier are able to 
manage all the six tubcwells successfully and 
efficiently. Economy could also be effected 
by switching over to metered electricity 
charges, wherever tubewell utilisation is poor 
as m the case of Dhauntala cluster in which 
tubcwells arc running on average for only 
289 hours per annum. For such tubewelis, 
instead of flat rate of Rs 1.800 per annum 
(@ Rs 50/BHP/year for 3 HP motors), they 
could pay metered tariff which works out 
to only Rs 420 (for power tariff of Rs 0.55 
per Kwh and motor efficiency of 85 percent) 
per annum. Efficiency and equity could also 


Tabu 6: Annual ExPENDmiRE and Revenue under Tubeweu Clusters 


Tubewell 

Cluster 

Net Area 
Commended 
' thai 

Water Rale 
(Rs ha) 

Water Charges 
Collected Per Year 
(Average for the 
Period 1992-94) 

Ojieralinn Cost 
Per Year (average 
for (lie Pennd 
1992-94) 

Jonai 

24 .t 

1125 

27338 

264tXt 

Babur beri 

26 0 

2(XI0 

46)73 

29988 

Baksa 

27.7 

2000 

55400 

33700 

Parmajdia 

.36 6 

Rs 5 /hour 

32940 

12000 

Dhauntala 

36.7 

Rs 5 /hour 

8670 

13000 
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he impmved by providing pipe conveyance 
and distribution under Uibcwells. 

Susiiiimihihiy: Suslainability was found 
to be aflcctcd by two (actors, vi/., declining 
itroundw.iier levoLs and lack ol resources to 
replace Ihe sick lubcwells/puinpseis. In 
rcspeci ot water levels declining below the 
housing pipe, thcic is no ultcrnalive than 
rcdrillitig anil providing deeper housing 
pipes Expendiiiireon such remedial measure 
will be almost equal to the cost ot a new 
tuhewcll. Though ihc above problem is 
existing lor more than two years, the Baksa 
panchayal samiii has not taken any action 
ll also took more than two years to gel one 
motor under the Dhauniala Cluster repaired 
I In less adequate resou rccs are bu 1 11 u p, proper 
maintenance and sustamabiliiy in supplies 
cannot be assured 

ll was observed lhal larmcrs were satisfied 
with the water supply on all counts (in Ihc 
qucslionnaire. larniers’ perception wasr.ilcd 
on a four-point scale ol very good. gtMKi. 
salisfacioiy and poor regarding equity, 
reliability and siisiainabililyol watersiipply) 
Nearly 75 per cent ol the larmcrs responded 
with good .ind very gooil lea the above three 
paramciers The exceptions weic m Baksa 
and nhaiiniala clusters, where larmcrs were 
dcmaniling more water lor the boro p.iddy 

Roi.i III Cri.iiii 

Though the state minor irrigation 
depanment has iranslericd the tubewells. 
complete in all lespecls, to the panchayal 
.samilis. there is scope (or further investments 
to improve ihectliciency and sustainability 
of tubewcll irrigation 

A cluster has, on avear.ige. six tubewells 
which arc operated by six pumpsets. II any 
one pumpscl is out ol order during the peak 
requirement season, the entire schedule of 
water supply goes awry This problem is 
more lor submersible pumpsets because 


repairs to them is a lime consuming process 
os compared to centrifugal pumpsets. One 
spare pumpset for each cluster, as a standby, 
is essential which can he covered under 
in.stiiutional credit. 

Insiiiutiimal credit could also be extended 
to pipe conveyance and disiribulton. At 
present the entire distribution is through 
unlmcdchanncis. Iflhechannelsare replaced 
with underground pipeline, about 5 percent 
of the aica which is pre.sonlly lost lochanncis 
and about 20 per cent ol seepage los.scs 
could be s.ivcd. Invcstmcni on pipeline is 
thoroughly viable and will also help more 
equitable distribution of water between Ihc 
head and tail-cnd tarnicis. Bank loan could 
also be useful lor rcdnlling damaged 
tubewells and redevelopment ol sick 
tubewells In Dhauntale and Baksa clusters, 
altogether three tubewells need to be rednlled 
lor which bank loan could be extended. 

At present, Iarmers under tubcwell clusters 
arc only members of informal groups. ITic 
inlormal group could be registered as a 
society and bank loan given to Ihe society 
or alternatively, banks could linancc 
individual farmers, providing loan in 
proportion to Ihc land owned by them under 
the cluster In respect of individual loans. 
Ihc number ot loan accounis will be very 
large because ol the predominance ol 
maiginal larmcrs. Financing a society may 
be a better option to the hanks. 

VI 

Conclusions 

Despite good groundwater (lolential in 
many districts. Wc.si Bengal state has not 
been able to achieve 3 breakthrough in private 
investments on wells and pumpsets This is 
mainly becau.se ol ihe predominance ol 
marginal and iragmented landholdings on 
which private wells and pumpsets are noi 
viable invesimenis. To overcome the above 


Appendix 

Tsiiii I Ghdi'niiwaiir PiiiiNiiAi (Disnoi T'Aisr) IN Wrsr Bi Ni.Ai 
(As on .September t(l. 1<W4) 


Disiriel 

No 

Total 

of Blocks 

Assessed for 
Groundwater 
Poicniial 

Net Ground¬ 
water Recharge 
(ham) 

Net Ground- 
wulcr Drall 
(ham) 

.Stage of 
(VvcIopiiK'ni 
(Per Cent) 

Bankura 

22 

22 

91112 

17446 

19 

Hirbhuin 

19 

19 

111086 

20124 

15 

Burilwan 

41 

It 

242957 

6085S 

25 

CoDih liehar 

12 

12 

227195 

6150 


Darieeling 

It) 

2 

2()S9() 

588 

.1 

HiKighly 

18 

18 

128914 

41709 

.12 

Jalpjigun 

|1 

11 

449571 

1018 

1 

Malda 

15 

15 

KI81I 

24815 

.10 

Midnapur 

54 

18 

221157 

60587 

27 

Murshidabad 

2f) 

26 

165709 

81988 

49 

Nadia 

17 

17 

112220 

74510 

56 

Piirulia 

20 

20 

721,14 

5197 

7 

24 Piiragunas (N) 

22 

17 

1(8)497 

56219 

56 

24 Paraganas (S) 

.10 

2 

8782 

4681 

5,1 

Wesi Dinaipur 

16 

16 

114727 

26482 

2,1 

Howrah 

14 

5 

11586 

2515 

8 


Nine ham = hecl.ue-mcires 

.Soldi e National Bank loi Agneulliire and Rural Dcvcliipmcnt. Regional Ofncc. Caleulla 


^iiiiilibR ihe stete goytHYui^ 
and managed large number of tubewells 
catering to groups of marginal farmers. 
However, poor management has led to gross 
underutilisation of these structures imposing 
heavy financial burden on the slate 
government. The state government, 
therefore, decided to hand-over all the 
shallow tubewells and a tew deep tubewells 
constructed under the World Bank .scheme 
to panchayal satniiis for their management. 

Thoroughly democratic process, involving 
the well established panchayati raj system 
in the state was lollowed in the distribution 
of tubewells to dilfcrent dustricts. blocks and 
VI llages. Involvement of farmers was ensured 
in the seieclion of tubewell sites and fixation 
of water rates. Design of tubewells and 
pumpsets was done by the engineering 
department and was in order excepting Baksa 
cluster where in respect ol two tubewells 
housing pipe should have been longer. 
Inadequate power supply has resulted in the 
underutilisalion of a few tubewells. 

Farmers are prompi in paying the water 
ch.irgcs Ovcrducs and delauliing farmers 
arc rare Farmers are not unwilling to pay 
higher water rales, say Rs 8 per hour, 60 per 
ceni more than the cx.is(ing R.s 5 per hour 
ll adequacy and rcliahilityof irrigation supply 
arc improved Tubewcll clusters charging 
water rates on area basis may also switch 
over to hourly rates, which is bound to 
improve water u.se efficiency. 

Instiiiiiional credit can play an important 
role III improving Ihc efliciency and 
rcliabiltiy of water supply. Panchayal 
samilis and bcneticiary committees arc not 
acting with a vision. Long-term planning 
to raise resources lor the replacement ol 
tubewells and pump.scts alter their 
economic life is not being made. If 
panchayal samilis take more interest and 
monitor Ihc perlormancc ol the bencliciary 
committees clo.scly it would be possible to 
sustain and expand tubewcll irrigation 
under their management. 

[This paper is an abridged version of a larger 
paper, entillcd ’Transfer of Managcmcnl of 
Iriigaiion Tubewells in West Bengal. India'. 

'flic author is indebted lo B D Dhawan for 
Ills cniical comments and constant 
encouragement. He wants lo acknowledge the 
help and co-opcralion extended hy S K Milra. 
General Manager, Natinnal Bank. Regional 
Office. Caculta He wants to specially lhank 
Dehahrata Biswas and Swapan Sinha, National 
Bank, Regional Ofncc. Calcutta who helped 
him in the collection of data and in interview 
of farmers. I 
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Borrows? Wh6 ijendk? 

Changing Structure of Infonnal Credit in Rural Haiyana 

Surinder S Jodhka 

Much of thg^Uur0ure on 'rural credit' in the past-independence periwl has been centred around the 'development 
questions a^trtarjtely quantitative in nature. Based on a qualitative field study in three villages of a green revolution 
district of Haryana, this paper attempts to explore the sociology of informal credit with a specific focus on understanding 
the changmg .structure of informal credit market and the emerging patterns of debt dependencies in the light of (a) the 
agrarian transformation experienced with the success of the green revolution; and (h) increasing availability and growing 
popularity of the institutional sources of credit. 


The class struggle of the ancient world took 
the form chiefly of a contest between debtors 
and creditors which in Rome ended in the 
ruin of the picbian debtors... In the middle 
ages, the contest ended with the rum ol 
feudal debtors, who lost their political power 
together wtlh the economic basis on which 
it was established [Marx 1954:135]. 

THE crucial mediating role that debt and 
credit play in the reprixluctionof dependency 
relationships in ‘pfc-captlalist’ agrarian 
structures is a widely recognised fact. Apart 
from the historical literature on economic 
changes during the colonial period of Indian 
hi.story. this aspect of rural .society has been 
well-documented by the official agencies 
and the economists studying agrarian changr- 
diiring the pu.st-indcpendcnce period. In the 
historical literature on subjects like 
commcrcialisatton of agriculture, land 
alienation and peasant discontent and 
mobilisation, questions of changing credit 
relations and growing debt dependencies of 
the small peasants, tenants and landless 
labourers have been discus.sed at great 
length.' Even in the theoretical formulations 
of the agrarian social structures, such as. 
'patron-client' reciprocal relationships 
[Srinivas 1955; Brcman 1974J, 'inter¬ 
locking' of agricultural markets (Bhardwaj 
1974; Bardhan 1984; Bhaduri 1984; 
Srivastava 1989; Sarap l99IJ.orihe ‘.semi- 
feudal’ mode of production [Prasad 1974; 
Bhaduri 1984], the nature of debt related 
dependencies are considered to be the 
defining features of such relationships. Debt 
IS supposed to play an important role in 
sustaining and reproducing these 'traditional' 
structures. 

However, unlike the historical literature 
or conceptual frameworks of the ‘pre¬ 
capitalist* agrarian structures, much of the 
literature on ‘rural credit’ in post¬ 
independence India has been centred around 
the ‘development questions’ and is largely 
quantitative in nature [RBI Reports 1969; 
Thomer 1964; Karkal 1962; Hough 1966; 
Huchappi 1968; Jodha 1971; Basu 1979; 
Wadhwa 1980: Roth 1983; Sarap 1991]. 
Most of the studies and surveys have focused 
on questions such as demand and suf^ly of 


various forms of credit, the shift from 
informal lo insiiiulional sources ol credit, 
extent and nature of indebtedness ol various 
categories ol rural society, jicrformancc ol 
insiiiulional sources ol credit ordeterminanis 
of interest rates in the mlormal credit market. 
While such qiianitialive data help us in 
understanding the economic aspects of 
agarian changes in contemporary India, it 
does not view the informal credit market or 
insiiiulional credit as a network ol social 
relationships. Also, ii s.iys very little about 
the impact that the changes in the stniciiire 
ot credit markets might have had on the 
l^^lllullonall.sedlelallonshlpsof dependency 
and inequality referred to so frequently in 
the historical literature on rural credit. 

However, even though ‘credit’ has been 
predominantly studied as an 'economic fact', 
there are some economists who have tried 
to argue that the relations of credit are more 
than purely economic phenomena. Bhaduri. 
for example, views 'foiced commer- 
cialisaiion' and ‘dtslressed sale’ in backward 
agriculture, caused by credit dependencies 
of small peasants, us "a system of relations 
that arc essentially social ratherthan technical 
in nature” [Bhaduri 1984:5 IJ. Similarly 
Bhardwaj discussing the structure of 
backward agrarian economy argues. 

The character of markets rcncci and lo a 
significant extern is determined by the local 
patterns of power .. The relative bargaining 
strength frcmtorced by forces ot Iradilion, 
custom, social mores) dcicrmines access lo 
rc.sources. ihe terms on which they can be 
obtained and fields of feasible choices open 
to the individual in the various markets 
[Bhardwaj 1982:27]. 

Some of the studies and surveys on rural 
•ndebtedness carried out by individual 
economists and by official agencies have 
also been sensitive to sociological questions. 
The question of differential availability ol 
institutional credit lo the different strata of 
agrarian swicty and the crucial role that it 
piaysinpcrpeluatingrclalionsof domination 
and exploitation, has been a central concern 
for many studies [Rudra 1975; Plattcau et 
al l980;Bandyopadhyay 1984; Sarap 1991; 
RBI Survey Reports 1969). 


For sociological studies on rural society 
and agrarian change, the questions of credit 
and debt have al best been of a marginal 
concern. With the exception of a few 
studies [Malamoud 1983], references lo 
credit and debt arc made only in passing, 
usually as an aspect of a social process 
being studied, such as. patron-client 
relationships [Srinivas 1955; Epstein 1962] 
village economy [Rcleillc 1969], factional 
politics [Lewis I958|. production relations 
[Gough 1955 and 1960; Brcman 1974; 
Brass 1990] or pca.sani discontent and 
mobilisations [Oesai 1979; Dhanagare 
1983]. 

II 

Introduction 

Based on a field study of three villages 
selected from a green revolution district 
(Karnal) of Haryana slate.’ this paper 
attempts to explore the sociology of 
informal credit with a particular focus on 
understanding the changing structure of 
I he i n formal credi t market and the c mergi ng 
patterns of debt dependencies in light of 
fa) the agrarian transformation experienced 
with the success of Ihe green revolution; 
and (b) increasing availability and growing 
popularity of the institutional sources of 
credit. 

The specific questions that the paper 
attempts to deal with are (i) what kind of 
changes have come about in the structure 
of informal credit market during the post- 
independence period, spccirically after the 
green revolution'/; (ii) what happened to the 
traditional moneylenders and how have their 
relations changed with other caste groups in 
rural Haryana?; (iii) who borrowed from 
whom and for what kinds of needs in the 
informal credit market?; (iv) what is the 
nature and extent of indebtedness of the 
various categories of the agrarian .society to 
institutional and informal sources of credit; 
and finally (v) how did credit mediate and 
institutionalise relations among various 
categories of the rural society specifically 
in the sphere of production and local power 
structure? 
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Agrarian Structure and Credit 
Relations in Study Villages 

As in the rest of Haryana, economy in (he 
study villages during the colonial period was 
backward and subsistence-oriented. 
Productivity of land was low and mostly a 
single crop was grown. Most of the land was 
owned by the middle level caste groups such 
as jats, rors and gujjars. The bigger 
landowners leased out part of their land to 
‘low caste' landless tenants. A tenant received 
two-thirds to one-half share of the yield. 
'Sajhis'. the attached labourers, who received 
one-fourth or one-fifth share were generally 
employed by the bigger landowners. 
‘Jajmani’ typeof relations also existed where 
‘kamins' worked for their jajmans and 
reeci ved payment according to (he norms ot 
the caste system. 

A network of credit relations was the life¬ 
line of this system. It was localy known as 
‘sahi-sammi’ system. Sahor ‘shahukar’ was 
the professional moneylender who belonged 
to the ‘bania’ caste. The sammi (meaning 
a client) was the peasant. Every peasant, 
including the big landowners, had a shahukar 
who was the source of credit throughout the 
year. The peasants needed credit for payment 
of land revenue, at the time of weddings or 
some other functions m the family, for visiting 
the nearby village or (own. and at times, 
even for consumption 
The landless menials who worked as 
labourers or sharecroppers had an indirect 
relationship with the bania or the sah. The 
bania did not lend them directly unless they 
offered some collateral security which (hey 
rarely had. So. most of them had their 
accounts along with the account of a 
landowning peasant with whom they worked 
as attached labourer or tenant or promised 
to work for at the time ol harvesting. Some 
of the tenants, particularly those from upper 
castes and with substantial holdings, also 
had direct access to the bania. Those menials 
who worked as kamins. i e. performed their 
caste occupations, depended on (he jajman 
for theircredit needs whilelhej.'ijman himself 
might borrow from bania. 

Banias supplied almost all the commodities 
required by their sammis. Even at the time 
of weddings and other social functions, it 
was the sah who arranged all the provisions 
and cash required for the function or for the 
dowry. The obvious source of recovery of 
his loans was the peasant’s yield from the 
land. In fact it was a customary duty of the 
banias to .scale (he entire yield of the peasants 
They were perhaps the only people in the 
village who knew elementary mathematics 
and could do the scaling. After distributing 
the respective shares to tenants, sajhis and 
kamins. they themselves took away a 
substantial part of the yield in order to clear- 
off their accounts. And if there was still 


some surplus teri. over and above the 
consumption requirements of the pea.san('s 
family, it was generally purchased by them. 
At times (he banias did not leave enough for 
(he consumption lequircmcnls of the peasant. 
This happened particularly with (he smaller 
peasants whose standing debts often 
exceeded (he surplus produced on land. 

Peasants also sold ghee (clarined butter) 
to the banias. Since most of (he peasants kept 
buffaloes and milk was rarely sold, the 
peasants made ghee out of (he surplus milk 
and sold it lu (he bania who generally sold 
it in (he (own. At times banias look away 
■he cattle in order to clear off the debts. Al.so, 
there were cases of land mortgages to the 
banias -a phenomenon extensively reported 
in the literature on agrarian change during 
ihe colonial period. In village-1 a bania had 
even bought 12 acres of land. 

The interest rate charged by the banias 
was not very high. All the aged respondents 
belonged to different social groups reported 
that they charged a monthly interest of one 
paisa for a rupee (64 paise added up to a 
rupee). Following Marx’s distinction 
between the usurer and merchant 
moneylenders [Marx 1971 ]. one can say that 
the object of the bania merchant-moneylender 
was not to earn interest as such, “but to 
control prices of purchase and sale, and 
ensure regular channels for the supply and 
disposal of commodities. Since rural traders 
could not always determine the price at 
which they sold (heir stocks to wholesalers 
in' mandis', they attempted to exercise their 
control at the point of supply in the village” 
(Bhaitacharya 1985:307]. 

Apart from the hamas, there were some 
big landowners who lent money, usually 
against a collateral security or by mortgaging 
in land. They were usually (hose who owned 
big holdings and generally gave their land 
10 tenants for cultivation. They also lent to 
theirtenantsand labourers with (he objective 


of tying theffl.They generally chug^ liigber 
interest rates compared to the banias. The 
other terms of their credit were also more 
stringent. 

Along with the big landowners, the banias 
enjoyed a position of power in the village 
society which has been slowly eroded during 
the last four or five decades. The perpetual 
indeb(edne.ss of the majority of the peasants 
gave them a position of authority that could 
not be easily questioned. They rarely needed 
to use any coercive methods to recover their 
loans. However, (he relations between banias 
and (he peasants were often marked by 
tensions and mistrust. They were seen as 
exploiters and cheats by the peasants. The 
banias reported that their houses were often 
robbed by the local gujjars. 

Along with (hesahi-sammi system, another 
customary practice relevant here, was the 
’neota’ system. A wedding in a family is an 
occasion where a considerable amount of 
cash is required. Neota was a communal 
arrangement to meet the expenses on 
weddings and it functioned within the 
extended kinship network locally known as 
’biradari’. The neotis were generally from 
within the caste of a person but the network 
of neotis. transcended village boundaries. 
All the biradari members were invited at the 
time of a wedding and it was obligatory for 
every member of the biradari to give some 
amount in cash to the host family. This 
payment of money was called the neota. The 
records of neotas received and paid was 
maintained by both the parties. The neota 
amount would be paid back, generally with 
an additional sum. when the other family 
had a wedding to celebrate. Even where one 
could not attend the wedding, it was 
considered obligatory to send neota through 
some other villager who was going to attend 
(he wedding. In most of the weddings, 
particularly among the menial castes, the 
amount received as neota used to be enough 


Tabi.s I- Avkhaoi; .SrANOiNd Dfbt of Various Cateoorifs of Respondents to Institutionai. 

AND Informal .Sources 


Category 

Villaee-I 

Village-ll 
Insii- Infor- 
lulional mal 

Villaee-lll 


Coinbined 

Insli- 

lutional 

Infor¬ 

mal 

Insii- 

tulional 

Infor¬ 

mal 

Insti- 

luliunal 

Infor¬ 

mal 

Total 

Attached 

778 

3.678 

1.242 

5.63.3 

222 

8.100 

797 

5,787 

6.584 

labourers 

(17.5) 

(82 5) 

(18.1) 

(81 9) 

(2.7) 

(97.3) 

(12.1) 

(87.9) 

(100) 

Casual 

2.594 

2.444 

2.3.33 

3,967 

1,321 

2,679 

2.1 II 

3,024 

.5.135 

latx>un:rs 

(51.5) 

(48.5) 

(.37.0) 

(6.3.0) 

(33.0) 

(67.0) 

(41.1) 

(^8.9) 

(100) 

Small and 










marginal farmers 

1.867 

5,933 

2.786 

6,071 

1,625 

4,375 

2.162 

.5,649 

7,811 

(less than 5 acres) 

1 (23.9) 

(76.1) 

(31 .5) 

(68.5) 

(27.1) 

(72.9) 

(27.7) 

(72.3) 

(100) 

Middle farmers 

9.000 

4.800 

18.625 

3.375 

9.667 

4,111 

12.773 

4,000 

16.773 

(.S-10 acres) 

(65 2) 

(34 8) 

(84..5) 

(I.5..5) 

(70.2) 

(29.8) 

(76.2) 

(23.80 

(100) 

Big farmers 

6,83.3 

4.084 

18,58.3 

4.000 

21.8.57 

7.714 

14,774 

-4,871 

19.645 

(l()-2.S acres) 

(62 6) 

(.37.4) 

(82..3) 

(17.7) 

(73,9) 

(26.1) 

(75.2) 

(24.8) 

(100) 

Very big farmers 

9,000 

667 

26,000 

.3.383 

12.500 

1.875 

15,500 

2,100 

17,600 

(more than 25 

(93 1) 

(6.9) 

(87 2) 

(12.8) 

(87.0) 

(13.0) 

(88.1) 

(11.9) 

(100) 

acres) 










All categories 

4.087 

.3.781 

9.207 

4.628 

6,790 

4,.570 

6,745 

4,323 

11,068 

together 

(51.95) (48.05) 

(66.55) 

(33.45) 

(59.77) 

(40.23) 

((50.9) 

(39.1) 

(100) 
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to covet nesrty all ihe expenses of the 

wedding. 

A related system of credit that existed 
along with the ncota-system was the bisi- 
ikkisi’ system. While the ncota was received 
at the time of the marriage, the expenses on 
dowry and the wedding had to be made in 
advance. Under the bisi-ikkisi system, a 
bania shahukar or a landlord financed the 
entire wedding and, after the wedding, for 
every Rs 20 (‘bees-bisi’) advanced he was 
paid Rs 21 (‘ikkis-ikkisi’) rupees from Ihe 
money received as ncota. If the neota was 
not enough to clear the entire debt, the 
balance was converted into a regular loan 
and the pre vai I i ng rate of i ntercst was charged 
on It. 

IV 

Agrarian Changes and Emerging 
Patterns of Informal Credit 

The neota system declined during the late 
i9S0s and early 1960s. This was a result of 
the broader process of agrarian 
transformation experienced during the post- 
independence period. Development of 
capitalist relations in agriculture weakened 
the sense of'community' that the 'biradaris’ 
had. Some got employment outside the 
village. Some others did not need ncota any 
more to finance a wedding. After the green 
revolution, some of the smaller farmers t<?o 
could save on their own and did not need 
to depend on neotas for a wedding. 
Alternative sources of finance also became 
available. Once a few members defaulted. 
Ihe whole system crumbled. 

Surprisingly, the neota system had 
weakened even among the landless labourers 
though most of them continued to depend 
on credit for financing weddings. When 
asked 'why did you not continue the system?’ 
they often reported, ‘it is very difficult to 
keep the system going. One cannot afford 
to waste a day's labour for attending a 
wedding in a far-off village ju.st for the .sake 
of neota. ’ Some reported that 'others did nut 
bother to return the standing neota amount 
so why should we keep paying’. However, 
the neota was not completely out, though 
it had lost its significance. Bisi-ikkisi system 
declined along with the neota system and 
so did the sahi-sammi relations. 

The nsc of a ‘landlord class’ under the 
leadership of Chottu Ram of the Unionist 
Party in early 20th century and the passing 
of the Land Alienation Act of IIWI had 
started weakening the position of the banias 
in relation to the big landowners in the local 
society. However, in the absence of 
alternative sources of credit, the sahi-sammi 
system continued without much change for 
a while and most of the peasants continued 
to depend on the banias for all kinds of credit 
needs. A miyor blow to the system came with 
the initiation of developmental processes 


during toe t9S0s. TW success of green 
revolution during the t960s and a 
simultaneous development of marketing 
networks where-the surplus yield could be 
sold at competitive prices, led to a near 
complete transformation of theclosed system 
of ‘credit-production-trade’ network. The 
sahi-sammi sysiem was almost completely 
out by the late 1960s or early I97fe. 

initially the bigger landowners and 
gradually all categories of farmers, started 
taking their surplus yield to the new 
marketing centres locally known as mandis'. 
The surplus yield was either sold to Ihe 
traders or to the official agencies through 
the ‘arhtias’ (commission agents). Thecentral 
government started tlxing a minimum 
procurement price. The market could no 
more lluctuate much. If the traders did not 
buy, the official agencies bought at the 
minimum procurement pnee. This look care 
of any possibility of ‘distress sales’. in order 
to consolidate their business, the arhtias 
started advancing money to the cultivators 
for financing the crop provided Ihe farmer 
promised to sell his surplus yield through 
the creditor arhtia. Thus, the new marketing 
network also provided an altcnative source 
of credit. Simultaneously the Primary 


Agricuhure Credit Societies (PACSk).can«c 
up and started advancing credit at cheap 
interest rates. 

Once the villagers went out of the village 
to sell their farm yield, they also start^ 
purchasing from the mandis some of the 
commodities that had so far been supplied 
by the banias. Gradually Ihe dependotce of 
die peasantry on the banias dwiined. The 
banias started losing (heir business and faced 
redundancy. 

The introduction of adult franchise and 
democratic institutions led to changes in the 
power structure at the local and regionai 
levels. This further marginalised banias in 
the village society. On the other hand, 
increase in the productivity of land 
strengthened the economic position, 
particularly, of the big and the very big 
landowners. The introduction of Panchayaii 
Raj provided them with the required 
institutional power as well. 

Not only were there alternative sources of 
credit available, some of them did not need 
credit any more. The big/very big farmers 
could advance money to the labourers from 
their own savings. One consequence of (his 
was a near complete erosion of (he authority 
that banias enjoyed over the peasants. Some 


Tabu. 2 CATtooBvwiSE No of Respondents Free from Various Fokiias of Debt 


Caicgory 

No Insiiiuiional 

No Informal 

No Credit Standing 

Total 


Credit 

Credit 

Institutional 

Reipondeius 


.Standing 

Standing 

or Informal 


Attached labourers 

21 

1 

1 

N=30 


(70 0) 

(3 3) 

(3.3) 


Ca.sual labourers 

17 

10 

5 

N=45 


(37.8) 

(22.2) 

(III) 


Small and marginal 

13 

4 

4 

N«35 

fanners 

(.37.1) 

(114) 

(11.4) 


Middle tanners 

6 

8 

2 

N=24 


(25,0) 

(33 3) 

(8.3) 


Big fanners 

10 

11 

3 

N=29 

(.34 5) 

(37 9) 

(10.3) 


Very big fanners 

7 

14 

5 

N=22 


(31 8) 

(63 9) 

(22.7) 


Total 

74 

48 

20 

NifI85 


(40.0) 

(25.9) 

(10 8) 



Table i : Categorywise nf.f.ds for which Maximum Amount Borrowed from Informal 
Sources by Respondents during Last Five Years 


Category 

Consum¬ 

Investment 

House 

Wedding 

illness 

NA 

Tola) 


ption 

in Landfsomc 

Consi- 


in 





Other Asset 

niclion 


Family 



Agricultural 

13 

3 

16 

34 

9 

0 

75 

labouiers 

(17 3) 

(4.0) 

(21.3) 

(45.3) 

(12.0) 

(0) 

(100) 

Small and marginal 

4 

15 

5 

8 

1 

2 

35 

farmers 

(11.4) 

(42.9) 

(14.3) 

(22.9) 

(2.9) 

(5.7) 

(100) 

Middle fanners 

2 

9 

3 

4 

0 

6 

24 


(8.3) 

(37..5) 

(12..5) 

(16.7) 

(0) 

(25.0) 

(100) 

Big farmers 

0 

14 

2 

2 

0 

II 

29 

(0.0) 

(48.3) 

(6.9) 

(6.9) 

(0) 

(37.9) 


Very big fanners 

0 

7 

0 

1 

0 

14 

22 


(0.0) 

(31.8) 

(0) 

(4.5) 

(0) 

(63.6) 

(100) 

Total 

19 

48 

26 

49 

10 

33 

185 


(I0..3) 

(25.9) 

(14.1) 

(26.5) 

(5.4) 

(17.8) 

(100) 
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ol ihe farmeni even started challenging the 
banias. Incidence »t the defaults of bania 
loans multiplied. The farmers would still 
buy things from the banias but would not 
give them the surplus farm yield and at limes 
would not bother lo even clear their accounts. 
In the emerging power structure, at the local 
and state level, dominated by the landowning 
castes, the banias could rarely expect the 
state agencies or police lo help them if the 
cultivators delaultcd. 

The rcspon.scof the banias was predictable 
Over the years they had accumulated enough 
wealth to be able to shill lo the emerging 
marketing centres, towns and cities. Some 
opened arhtia shops, some others started 
new businesses and still others took up 
government jobs By the mid-1 y70.s most ol 
the haniu tamilics had migrated to urban 
centres Those who did not migrate were the 
ones who were comparatively pixir amongst 
them. 

Out of some 20 baiiia iamihes in the early 
19.^0, only five were Icfl in villagc-l. In 
village-ll also, oul ol 22. only four hania 
families were loll One ol them was a (Kily 
shopkeeper and the rest h.id iheir bread¬ 
winners employed as school teachcr.^ in 
schools around me village. In villagc-lil. six 
out of 15 • -.c Mill in the village. Three ol 
them were petty shopkceiicrs and in the case 
of the other three, the earning members ot 
the family commuted daily to the nearby 
town where they were employed. One ot Ihe 
bania petty shopkeepers in village-ll 
reported, "U is becoming increasingly 
dilTiculi lo do business in the village The 
villagers, particularly the landowning 
farmers, are bad customers. They purchase 
from us on credit but relu.se to clear their 
accounts". His two sons were already settled 
in Delhi and he too was planning lo join 
them soon 


Nature of Indebtedness 

In the literature on agrarian indebtedness, 
an importantdisiincitonis made between the 
institutional and informal sources ol credit. 
It isgcnerally postulated that, with the procc.ss 
of development, insiiiuiional sourccsofcredit 
tend to replace Ihe informal sources. This 
change is supposed to indicate a sub.sianiivc 
transformation in the agrarian structure. 
While indchiedness lo institutional sources 
is viewed as an indicator of participation in 
Ihe process of development, indebtedness to 
informal sources is seen to imply 
'backwardness' and. if it is a dominant form 
of credit, such an economy is characterised 
as a prc-capilalist one where exploitation 
still takes place predominantly through usury 
(Bhaduri 1984; Pra.sad I974|, 

Though 'informal credit' is not a 
homogeneous category and not all types of 
informal debt imply backwardness, this 
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distinction can be a uttcful starting point for 
understanding the changing rclation.sof credit 
and debt. 

The litcraiUK* on rural credit tends to 
suggest that the .icccss to insiilutional credit 
in rural India is directly related to the 
laiidowncrship patterns. While the bigger 
landowners have, by and large, been able 
to monopolise the institutional sources, the 
smaller cultivators and landless labourers 
have continued to depend upon the intormal 
sources of credit, indicating ihcir non- 
paiticipalion in ihc process ot development 
IThomcr 1964;Herring l977;Frankel 19711. 
Whilcthedaiacolicctcd from ihcthrec study 
villages lends to support this thesis to an 
exicni. the existing siiualion was tar more 
complex than it would seem it lirsi glance 

Out of the 185 respondents Irom dillcrcnt 
categories, there were 52 who had never 
borrowed from an msliluiional source and. 
among them, as many as 41 were cither 
agricultural labourers or (hose larmcrs who 
owned less than live acres ol land Another 
.0 respondents Irom these categories had 
availed loans only under IRDP schemes. In 
contrast, out of 75 respondents who owned 
afHivc live acres of land, as many as 64 
(85 33 percent) had been regularly borrowing 
Irom ioimneai.il hanks or PACSs. 

Table I provides inlormalion about Ihc 
average indebtedness ol the various 
calegorics of respondents lo in.stilulionni 
and inlormal .sources of credit in ihe three 
study villages. As far as indebtedness in 
absoluic numbers is concerned, it was the 
big l.armcrs (and noi Ihc very big larmcrs) 
who had maximum outstanding debt while 
the casual labourers were Ihc least indebted 
category. But lo take this tact at its lace value 
would be extremely misleading. It is the 
source ol credit, which also indicates the 
uses that the debt is put to, that is crucial. 
And here, it was the very big farmers who. 
on an average, managed to get maximum 
in.siiiutional credit The attached labourers 
had Ihc minimum standing debt to 
instituiiunal .sources. In contrast, the attached 
labourers, even in absolute numbers, had the 
maximum average informal debt while the 
very big larmers had Ihc minimum 


Proportiiiiiitid^. the #n«Hied labouim ' 
(87.9 per vehtk, an4 tnarginal and small 
farmers (‘72.3 per crafti depended the most 
on informal soua'es of credit. Among casual 
labourers, ihts dependence was a little less 
(58.9 per ceni), Oh the other hand, the very 
big farmers had borrowed only 11.9 per cent 
from informal sources. The other categories 
ot farmers (middle and big) ttw had borrowed 
less than one-fourth of their credit 
requirements from informal source.s. 

The data pertaining to the number of 
respondents tree ftt>m different types of debt 
also reveals, more or less, a similar pattern 
(Table 2). In general, the number of 
respondents had no inlormal debt (2S9 per 
cent). However, category wise, out of a total 
of 30 attached labourers. 21 had no 
institutional debt while there was only one 
who was not indebted to an informal source. 
While among the big and very big farmers, 
only 17 out of 51 did not have a standing 
loan with an in.stilutiunal source, Ihe number 
ol those in thecategory who had not borrowed 
from inlormal sources was also quite high 
(25 out of 51) 

Though (he data on the extent and nature 
of indebtedness to dificrent sources could 
he a usclul starting poult, perhaps more 
important would be to understand the 
emerging patterns in the rural credit market 
and ask questions, such as. who borrows 
Irom whom'.', tor what kinds of needs? and, 
on what conditions? What is the nature of 
emerging relations in Ihe credit market and 
how do these relations mediate or influence 
relations in the sphere of production, 
marketing and politics? 

NiJius PoR Credit 

Though the .source of credit does indicate 
Ihc needs for which credit is requirenJ. the 
dependence on informal .sources itself was 
of a different nature for different categorie.s 
of rc.sondents. As shown in Table 3. for the 
agricultural labourers, the most compelling 
rca.sons that made them borrow from informal 
.sources were the weddings, followed by 
needs for house renovalion/construction. 
daily coasumption and illness in the family. 


Tabi f 4’ Major Informal .Sohrcfs of Crfdit Availablc to Various Catecoriils 

OF THF RmFONDENTS 


Category 

Arhiias 

Local 

Farmers 

Petty Shop¬ 
keepers/ 
Local Money- 
lenrlers 

Retative.s/ 

Friends 

Do not Need 
Infonnal 
Credit 

ToUkI 

Allachcd labourers 

0 

29 

0 

1 

0 

.30 

Casual labourers 

1) 

28 

15 

2 


45 

.Small and marginal farmers 

IS 

12 

5 

2 

1 

35 

Middle farmers 

19 

1 

0 

1 

3 

24 

Big farmers 

25 

0 

0 

0 

4 

29 

Very big fanners 

12 

0 

0 

0 

10 

22 

Total 

71 

70 

20 

6 

18 

185 
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Olilyittiwof fl iitin tolwveborrowed 
for tome productive invettment. in cnttrast, 
most oftiie cultivating farmm had borrowed 
for productive in ve^meMs in land even when 
they borrowed from informal sources. WMle 
most of big/very big fanners rarely borrowed 
for any other needs, the small/marpnal and 
middle farmers often needed to borrow for 
weddings, house construction and. at times, 
even for consumption. 

Surprisingly, not many respondents needed 
to bomw for consumption mpiirements. 
Only some agricultural labourers and a few 
small/marginal farmers reported that they 
had to regularly borrow for the daily 
consumption needs. Two factors seem to be 
responsible for this. First, the success of the 
^een revolution led to an increase in the 
income of different strata of the society and 
so most of them could take care of their 
consumption requirements.’ Second, 
consumption goods were easily available 
from the local petty shopkeepers on a six- 
monthly credit basis for which no interest 
was charged. Therefore, it wa.s rarely repoilcd 
as a debt by the respondents. 

One of the critical needs for which 
respondents, particularly the labourers and 
smaller farmers, had todepend upon informal 
sources was a wedding. Dowry and a social 
function being necessary parts of a wedding, 
it involved a considerable amount of 
expenditure. Though dowry was still not a 
very serious problem among most of the 
social groups in the study villages, it was. 
considered essential. 

The success of the green revolution has 
promoted a consumption culture at least 
amongst those who have the surplus. A 
growing tendency to give consumer goods 
as part of the dowry among the richer farmers 
could be easily observed. But its extent was 
still much lesser than amongst their urban 
coumerpaits. The total expenditure on a 
wedding varied between RsS-1 S.OOOamong 
labourers and marginal farmers. Among other 
caleogries it went up to S0.000 or at limes 
even up to Rs 75,000. 

Whi le labourers and smal ler farmers often 
borrowed for unproductive expenditure, the 
middle and bigger farmers generally 
borrowed for investments in land. Out of 77 
farmers (including small/marginal farmers) 
who reported having borrowed regularly or 
occasionally from informal sources, in 45 
cases, they had borrowed the maximum for 
investment in land or for purchasing some 
productive asset. In most of these cases, the 
amount was borrowed for short-term 
investmeitts on crop. 

SoutoBS OF Inpormal Cxedit 

Broadly speaking, there were five 
categories of moneylenders in the informal 
credit market They differed in terms of their 
social background, the kinds of loans they 


advanced and their cdienia^. these were, 
first, the petty moneylenders who . were 
generally small and marginal farmers; 
second, the petty shopkeqiers; third, the bigf 
very big farmers: fourth, the arh'tias and 
fifth, the relatives and friends (if they can 
be described as acategory of money len^rs). 

Table4shows the sourceof credit available 
most easily to the differem categories of 
respondents. While for agricultural labourers 
the main source available was the local big/ 
very big fanners, for the farmers, in general, 
and for the middle to very big fanners in 
particular, it was the arhtias in the mandis. 
Out of the 92 respondent farmers who 
occasionally or regularly borrowed from 
infomral sources, for 71 (77.2 per cent), 
arhtias were the main source. However, a 
majority of the small and marginal farmers 
depended upon the local informal sources 
because arhtiasdid not advance themenough 
to meet their credit requirements. 

A detailed discussion of the different 
categories of informal credit, their clients, 
nature of their credit and the kind of 
obligations it involved may help in 
developing a clearer understanding of the 
structure of the informal credit market. 

PEm Moneylenders 

Though not of much significance, the petty 
moneylenders existed as a qualitatively 
distinct category of moneylenders. Most of 
them were small or marginal landowners 
who could be self-cultivating or leasing out 
their lands to other farmers. Some of them 
were aged persons with a small or no family. 
One of them was also a widow. They usually 
lent small amounts — ranging between Rs 
100-150 and the total capital they operated 
with was not much either. It varied between 
Rs 5,000-Rs 30,000 or in some cases a little 
more. 

Their clients were understandably from 
the lower strata of the village and most of 
them were personally known to the 
moneylenders. If the current wa.s new or the 
moneylender did not trust him, he was rarely 
advanceda loan withoulacollateral security. 
The collateral security was usually orna¬ 
ments. There was also a case where a money¬ 
lender had advanced Rs 10,000to a marginal 
farmer against mortgage of an acre of land. 


UnItitt againkt» eottUteml aiH:^.^j)i!tt]r 
moneylenders adv«nce4 iogns fot tdiort 
periods only—rangingbetweeatwomonthi 
to six months. Gennally, the amount was 
returned after the harvest and h) case Die 
borrower was unable to pay the entire sum. 
he paid the interest while the principal amomti 
kept standing till the next harvest. 

Petty moneylenders’ loans were generally 
costlier than other sources. The minimum 
interest they charged was 2 percent monthly 
though very often up to 3 or even 5 per cent 
monthly rale was charged Tliey rarely lent 
without taking signatures or thumb 
impressions of the borrowers in their account 
books. In some cases they also sought a 
witness. Though it did not have any legal 
value, it helped the moneylenders in realising 
the amount. In case of default, the 
‘agreement* could be used to put social 
pressure on the borrower including through 
the panchayat. Making a case of default 
harined the status of the borrower and he 
lost his creditworthiness in the local markcL 

Petty Shopkeepers 

The decline of the sahi-sammi system on 
the one hand, and growing purchasing power 
in the rural society on the other, gave rise 
to a new economic activity, i e, petty 
shopkeeping. Though some of the farmers 
bought consumption goods from the mandi 
or the nearby town, there were many who 
did not have enough surplus for buying 
everything from the urban market. The petty 
shopkeepers fulfilled this gap. Their shops 
were like mini departmental stores where 
items ranging from green vegetables to sugar 
and shoes and, in some cases, even clothes 
were available. 

Though, like the traditional shahukars, 
they also sold on credit, their primary interest 
was in the profit from sales and not in 
securing control over the farm yield of the 
borrower.* Thus they were very different 
fromthetraditional shahukars. Village-1 had 
25 such shops while village-11 and III had 
15 and 10 respectively. Petty shopkeepers 
came broadly from three different social 
categories. First were the banias, some of 
whom were themselves shahukars earlier. 
Second were the Punjabi aroras, who came 
from western Punjab at the time of the 


Taile Monthly Interest Rates Usually Paid on Informal Debt by Different 
Cateoories of Resfondents 


Category 

1 

2 3 

(Percent) 

S 

No interest 
Paid 

NA 

Total 

Attached labourers 

0 

22 

.3 

0 

3 

0 

.30 

Casual labourers 

0 

.32 

9 

2 

2 

0 

4S 

Small and marginal farmers 

0 

22 

5 

0 

7 

1 

35 

Middle fanners 

1 

16 

2 

0 

2 

.3 

24 

Big fanners 

0 

IS 

0 

0 

10 

4 

29 

Very big fanners 

0 

8 

0 

0 

4 

10 

22 

Tot^ 

1 

IIS 

19 

2 

30 

18 

I8S 
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partition and settled in the region and third, 
a relatively new category, was that of the 
marginalised landowners who found their 
holdings unviable and opened such shops 
for additional income. 

Petty shopkeepers were quite an important 
category in the local credit market. They 
advanced two types of credit. One, in-kind 
credit, i e, the con.sumcr goods .sold on 
credit; and two, cash credit. Most of the 
households had their account with at least 
one of the petty shopkeepers in the village 
and bought goods of daily consumption on 
credit. Depending upon the past experience 
and economic status, a petty shopkeeper 
advanced between Rs lOO-Rs 2.000 worth 
of goods to a single family The accounts 
were generally cleared at the time of 
harvesting and only in a few cases did it go 
beyond a six-month period. 

Most of the customers cleared their debts 
with cash payments from the money recei ved 
after selling thcirsurplus yield in the mandis. 
A few small/marginal farmers and labourers 
also paid them partly ‘in-kind’. They gave 
them paddy or wheat (farm surplus/in-kmd 
wagcs)tocleartheirstanding debts. However, 
this was very different from the traditional 
sahi-.sammi system. The shopkeepers was 
paid in-kind because it was convenient. The 
prices for farm products that the shopkeeper 
paid was at par with the prices in mandis 
and it saved the farmer the trouble of taking 
the yield to a mandi. Being marginal in the 
local power structure, these shopkeeper.^ 
could rarely, if ever intluence the prices. 

For the petty shopkeeper, more important 
was the fact that his account was cleared. 
He did not mind payment in kind. Some of 
them even had the economic position to he 
able to store wheat or paddy and sell it when 
the prices went up. 

The second category of their credit, i e. 
cash loans, were not very different from the 
loans of ’petty moneylenders’. They loti lent 
small amounts ol cash, generally to 
agrieultural labourers and small/marginal 
farmers. The range and conditions of their 
cash loans were quite similar to those of the 
petty shopkeepers. However, they also 
advanced, what can be described as arranged 
credit’, or what Bhalla calls 'managed 
borrowing’ [Bhalla 1976). This is an 
arrangement between three parties — the 
borrower who is generally an agricultural 
labourer, the lender, i e, the shopkeeper and 
a third party guarantor who is generally a 
big landowner who does not want to lend 
to a labourer bccau.se he himself is not sure 
of being able to recover the debt and yet 
would like to oblige the labourer 

MONEYtJ.NDING BY BiG FarMEKS 

Crediting by big/very big farmers was 
morethan just another form of moncyicnding. 
In most cases, they did not lend merely for 


earning interests. 'Their loans carried other 
obligations that inHuehced the social relations 
of production and the village politics. These 
loans played important mediating role in 
reproduci ng relations of dependency between 
landowning farmers and the labourers 
[Breman 1974; Brass 1990; Jodhka 1994). 

The prosperity ushered in by the green 
revolution was not equally shared by every 
one. On the contrary, capitalist development 
in agriculture widened the gaps, particularly 
between the landless labourers and the 
substantial landowners. Though demand for 
labour went up. labourers still had only 
subsistence level of income. So. whenever, 
there was an additional expenditure, such as 
on a wedding or renovation of a house, or 
in case of a senous illness in the family, this 
category of villagers often had to borrow. 
Since employment in agriculture was not 
available throughout the year, agricultural 
labourers often had to borrow for meeting 
consumption requirements itself. 

As mentioned above, in most cases the 
only source available to the labourers were 
the big/very big farmers. As shown in Table 
4, for 50 out of 75 labourers interviewed, 
they were the main source of credit. Even 
for the small/marginal farmers, they were an 
important .source of credit 
Development of agriculture has. on the 
one hand, helped the bigger farmers generate 
enough surplus to be able to lend but, on 
the other hand, the practiccof sowing multiple 
crops and high yielding varieties has also 
made them look foras.sured and timely labour 
supply. Crediting helped them tic labour. It 
also helped them in the village politics. Out 
of the 58 farmers who regularly lent money, 
as many as 41 reported that the primary 
reason Ibr lending was either exclusively to 
tie the labourers (23) or with a dual interest 
of earning interest and tying labour (18). 
Only eight of them reported that they lent 
just for earning money. 

There were broadly two types of labour- 
tying-credit advanced by the farmers. First, 
for peak season labour-tying to the casual 
labourers and second, to the attached or 
permanent labourers to keep them 
committed to the farmer for the whole year 
or, at times, even longer. While attached 
labourers ’mortgaged out’ their labour 
power for a whole year against an interest 
free credit in the form of advance wages 
(Jodhka 1994), the casual labourers 
promised to work, generally with their 
families, for the crediting farmer during 
the peak seasons such as during harvesting 
or paddy transplantation. 

TTk amount lent for the peak season labour 
lying depended upon the labour requirements 
of a farmer and family size of the labourer. 
If the labourer had a large family to work 
in the fields, he could get more loans. 
Similarly, asmailcrfarmcr lent lesser amount 
becau.se their need tor labour was limited. 


‘They lent between Rs Sd to Rs^ whereas 
the bigger farmers lent up to Rs 5(X) to a 
single family and in total up to Rs 2,(XX) for 
this purpose. This credit was generally 
advanced two weeks to three months before 
the peak season. However, if the amount was 
more than Rs SO interest was usually charged 
at the rate of 2 per cent monthly. A farmer 
in such cases lent up to a maximum of Rs 
10 , 000 . 

Though some of the small/marginal 
farmers also lent money for tying labour, 
most of them could not do so very effectively. 
A majority of the big farmers lent to tie 
labour. Thisresultcdinselectiveemployment 
preferences by labourers. Many small faifners 
reported that they had to wait to get labour 
during the peak seasons because the labourers 
first worked with the big farmers. 

However, loaning rarely influenced wages. 
Only two farmers reported that loaning helped 
them in getting labour at cheaper rates. And 
none of the labourers repored to have worked 
at wages lower than the prevailing wage 
rates in the village when they borrowed in 
advance from the farmers. Neither did any 
of the labourers report to have worked wiih 
any specific farmer for the reason of being 
afraid of physical coercion. When a labourer 
preferred working with a particular farmer, 
it was usually out of ’mutual favour’ or 
’lihaz' rather than ‘physical coercion’ or 
’dabav’, going by what was reported by 
some of the labourers as well as the farmers. 
It may be important to mention here that 
these relations did not fit into the category 
of what Thomer had called the ’beck and 
call’ system. Unlike the ’naukar’ or ’sajhi’ 
system, it did not have a local name and it 
did not function as a system or produce 
serious dependencies of the labourers over 
the moncylending farmers. 

The permanent or attached labourers were 
a perpetually indebted category. As I have 
discussed elsewhere, the reason why worlcers 
chose attached labour was almost always a 
need for credit and, in the absence of an 
alternative source, they had to ’mortgage- 
out' their labour power to secure interest- 
Iree loans in the form of advance payment 
of the annual wage (Jodhka 1994). Big 
farmers not only paid them the wages in 
advance, they also did not mind lending 
more than the annual wage. Though they 
often charged an interest of 2 percent monthly 
on these loans, the main interest of the farmer 
was generally in making sure that the labourer 
continued working with him for the next 
year. 

However debt could not always discipline 
the labourers. These relations were marked 
by tensions and conflicts. There were cases 
where a labourer refused to pay back the 
outstanding debts and also rel^used to work 
with the farmer. One of the consequences 
of the growing tensions was a trend towards 
a decline in the system of attached labour. 
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Just as the mtddle/big fanners were the 
main source of credit for agricultural 
labourers, the arhtias were the principal 
sources of informal credit for the farmers. 
Out of the 92 respondent farmers who 
reported to have been borrowing from 
informal sources, arhtias were the main 
source for 71 (77.2 per cent). 

The green revolution not only increased 
productivity, it also multiplied expenses on 
land. HYV seeds, fertilisers and pesticides 
were all to be bought from the market. With 
banias no more left in the village, farmers 
needed alternative sources of credit. 
Institutional credit remained limited to some 
specific categories of cultivators only and 
did not fulfil alt kinds of necds.The arhtias 
provided a viable alternative. 

Development of marketing networks was 
one of the components of the developmental 
efforts. The mandis were opened to provide 
an alternative to the traditional system of 
commerce such as the sahi-sammi system. 
The first mandi in the region came up in 
1945 but it was only during 1950s and early 
1960s that the mandis became popular with 
the fanners. Arhtias were the middlemen 
through whom the farmers sold their yield 
to the private traders or to the state agencies. 
The arhtias received a fixed amount of 
commission on sales of farm yields. Their 
business was dependent upon the amount of 
farm surplus that farmers brought to them. 
So, in order to assure their business, they 
started advancing to the client farmers. The 
form and contents of their loans was 
somethingin between institutional loans and 
the local informal credit. 

Arhtias had a fairly good assessment of 
how much wheat or paddy a particular farmer 
was likely to bring to them. They generally 
advanced up to 50 to 60 per cent of the value 
of the expected yield. The amount was usually 
advanc^ by taking signatures or thumb 
impressions of the borrower farmer in an 
informal account book. Arhtias rarely asked 
for security. When a farmer approached an 
arhtia for the first time, he was asked to bring 
an ’introducer' from his village who already 
had business with the arhtia. The arhtia 
would cross-check about the ’character' of 
the new clioit, his land and standing crop, 
etc, from a few other farmers from the same 
village and, if he was satisfied, he would 
advance money to the new client Even in 
the case of his regular clients, the arhtias 
kept information about the standing crops 
in their fields on the basis of which they 
assessed how much they could safely advance 
to a particular farmer. IJieir sources of 
information were the farmers themselves 
from whom they kept inquiring about one 
another's sUnding crops and expected yields. 

Arhtia's credit was much more flexible 
than the institution loans. Though most of 


the times Cvmen borrowed for thdr short¬ 
term investmems in land, they could also 
get money for a wedding in the family, 
consumption requirements or even for 
purchasing land and farm machinery. 
Arhtias rarely bothered about the uses their 
loans were pul to as long as they were sure 
that the farmer would be able to clear off 
the debt. Though in most cases arhtias 
charged interest at the rate of 2 per cent 
monthly, the prime motive of their lending 
was commercial. They were interested in 
the farm yield. By advancing money, they 
assured their business. And unless the 
money was advanced, they could not expect 
much business. On the other hand, an 
indebted farmer not only sold his yield 
though the arhtia from whom he borrowed, 
crediting also made it sure that the farmer 
look his farm yield to the mandi even if 
he had no ’surplus'. 

This compulsion was obviously fell mainly 
by the smaller farmers. The bigger farmer 
felt no such compulsions. They often had 
more than one arhtia and sold their yield in 
more than one mandi. One of the big farmers 
reported that during the previous year he had 
taken his superior quality (basmati) paddy 
to a mandi located around 40 km away from 
his village because the prices were higher 
there (the nearest mandi was just tour km 
away). 

Arhtias were fairly united in relation to 
the farmers. They did not encourage the 
farmers to shift from one arhtia to another 
within a mandi. Pcrceplionsof farmers about 
their relationship 

with arhtias were largely positive. It was 
only the marginal and small farmers, who 
also depended more on their loans, who 
had complaints against arhtias. They felt 
that arhtias cheated by manipulating the 
scaling of their yield and charged higher 
prices for fertiliser bags, pesticides or .seeds 
bought from or through the arhtias. 
However, arhtias were not powerful enough 
to dictate terms to the farmers or fluctuate 
prices. 

The main attraction of their credit was 
their easy availability. Farmers generally 
had very informal relations with their 
arhtias. Whenever they needed credit, they 
had to just sign on the account book and 
they got the money. At limes a farmer 
could get the money by simply sending a 
note through another pci'sun. In contrast, 
most farmers found institutional creditquite 
cumbersome. Also, many small farmers 
had to borrow from arhtias even if they had 
'crop loan' accounts with banks because 
their needsexceeded the maximum amount 
they were allowed to borrow.for the crop. 
Some expressed apprehensions because of 
the prevailing corruption in the local PACS 
or they were afraid of the institutional 
credit as such [for details sec, Jodhka 
I995aj. 


<:ii^RBWtidNs RkAiivB, 

ANDFWeNOS 

In ‘traditional’ societies, a part of the 
credit needs are met by what Weber describes 
as 'neighbouring help’ [Weber 1978:361J. 
Many anthropological studies have reported 
the existence of such relations among 
neighbourhood groups where people ^pend 
on each other for help both in daily life and 
in limes of crisis. This 'subsistence credit’ 
is geneially interest free [Dewey 1964; 
Abraham 1985]. 

Though social relations had changed 
considerably, and in most cases even the 
informal credit relations seemed to be 
operating within the logic of a capitalist 
market, there still existed some kind of 
‘neighbourhood credit relations' in the study 
villages. These relations were generally 
among relatives. However, in the total credit 
transactions, it was at best a marginal 
phenomenon. If the amount borrowed was 
up to about one thousand rupees and it was 
not borrowed for more than a month or so, 
generally no interest was charged. In other 
cases, with the exception of some relations, 
a monthly interest of 2 per cent was charged. 
In case of a 'delicate' relationship, such as 
with a son-in-law, it was unlikely that interest 
would be charged at all. 

Some respondents from the lower castes/ 
agricultural labourers reported that if they 
approached tneir relatives forcredit, it harmed 
their 'prestige'. The relative might think 
that "we had so bad an image in the village 
that we could not avail credit on our own 
from the village”. These loans obviously 
carried social obligations. However, these 
are of little significance as far as the overall 
logic of agrarian relations in the present day 
Haryana agriculture is concerned. 

VII 

Interests and Securities in 
Informal Debts 

The demand and supply principles of 
textbook economics seemed to have only 
limited relevance in the determination of 
interest rates in the informal credit market. 
Apart from economic variables, it deperxled 
on various sociological factors such as the 
status of an individual in the village, his class 
and caste background, etc. The logic of 
production relations and factional politics 
also played a significant role in the 
determination of interest rates. The source 
of credit a vai labte to a speci fic borrower was 
important too. 

As given in Table 5, out of 185 as many 
as 115 respondents usually paid 2 jrer cent 
monthly interest rate. Another 19 paid back 
at the rate of 3 per cent. There were 30 
respondents who could generally get credit 
without paying any inlere.st. Tworespondents 
reported that it was very difficult for them 
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to get credit from infoimal sources and they 
had to usually pay up to 5 per cent monthly 
interest rate if they needed to borrow some 
money from an informal source. 

The petty moneylenders usually lent at 3 
per cent monthly interest rate though at 
times charged up to 5 per cent monthly. Only 
in those cases where a collateral security was 
offered, or where the amount was lent to a 
‘trusted’ person, they would charge 2 per 
cent monthly. Petty shopkeepers charged in 
a similar fashion. The arhtias generally 
charged 2 per cent monthly. In some cases, 
they did not charge any interest if the farmer 
borrowed occasionlly and the amount 
borrowed was small. In some other cases 
an arhtia neither charged any interest from 
a farmer, nor did he pay him any if farmer's 
money was withheld for more than a month. 
In a few cases, they also charged up to 3 
percent from smaller farmers, if the amount 
lent exceeded theexpccted yieldof the farmer. 

The credit of the big/very big farmers was 
the most complex, in most of the cases, they 
charged 2 per cent interest but it depended 
on therelationshipof the borrower the farmer. 
Forexample, the money lent for labour tying 
was generally interest free. Similarly, a 
farmer would lend to a small farmer or an 
agricultural labourer with the intention of 
patronising and winning hi m over to his side 
in village piolitics. Yet in some cases, they 
were also known to charge up to three per 
cent monthly interest rates. 

At times, apart from interest, collateral 
security was also required for availing credit. 
However, a substantial part of informal 
crediting operated without any securities. 
Only in some cases did the creditor demand 
security. These were generally the cases 
where the borrower was not tru.sted by the 
lender and the amount needed was more than 
a few hundred rupees. These borrowers were 
almost always landless or small and marginal 
farmers. 

Mainly two types of securities were given 
- ornaments and land. When land was 
mortgaged against a spaific amount of credit, 
no interest rate was paid to the lender. The 
lender cultivated the land or shared it out 
either to the borrower or to some other 
farmer, in most of the cases, land was 
mortgaged in by landowning self-cultivating 
moneylenders. One petty shopkeeper in 
village-1 had also mortgaged in one acre of 
land against a debt of Rs 10,000. The land 
remained with him for three years. OmanKnts 
were preferred most by the petty 
moneylenders/petty shopkeepers. It was 
generally the landless labourers who gave 
ornaments as security. When a collateral 
security of ornaments was given, the interest 
rate was moderate, usually 2 percent monthly. 

Perhaps more important than the collateral 
security were the other social obligations 
that the informal credit carried. As mentioned 
above, an agricultural labourer had to 
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‘mortgage’ hit labour power (labour tying) 
for availing credit. Small and marginal 
farmers and agricultural labourers had to 
reciprocate in social and political life, 
particularly when credit was taken from the 
local big and very big farmers or from 
relatives. 

IwoRMAL Credit and Rural 
Power Structure 

'The issue of relationship between credit 
and the structures of power and domination 
in village society is rather complex. It was 
not possible to collect any quantifiable 
information on the subject. Yet there existed 
a clearly identifiable connection between 
the two, though not in all types of informal 
credit relations. For example, there existed 
no relation, whatsoever, between the petty 
shopkeepers’ credit or petty moneylenders’ 
credit and the local politics. Those who lent 
exclusively for earning interest, as was the 
case with these two categories, made it a 
point not to demand anything other than the 
interest from their clients. Similarly arhtia 
who was the most important informal source 
of credit for farmers had nothing to do with 
the village politics. 

It was mainly the big and very big farmers 
who had stakes in local politics. They were 
most interested in capturing the local 
institutions of power. Factions in the village 
were led by them. The village sarpanch 
usually came from this category. Numerically 
constituting the largest group, they qualify 
to be treated as the 'dominant caste'. As 
discussed above, in the local credit market, 
they were one of the main sources of credit 
particularly for the marginalised sections, 
such as the lower castes who also worked 
in their farms as casual or attached labourers. 
Being the poorest among the poor, they 
almost regularly needed credit. Some of the 
marginal farmers also depended on the big/ 
very big farmers for their credit needs. 

'Iltere was sufficient evidence to suggest 
that the bigger farmers were able to exert 
influence particularly on the labourers 
because of the credit dependence of the latter 
on the former. They used this influence for 
consolidating their factions in the village 
politics. Most of the attached labourers and 
formerly attached labourers reported that as 
an attached labourer, one could not afford 
to offend one’s farmer, particularly because 
of the credit dependence. During panchayat 
elections, the big/very big farmers tried to 
mobilise their attached and casual labourers 
in favour of their factions. There were some 
cases where, the farmer himself being a 
candidate for the post of sarpanch or panch, 
his attached labourers actively campaigned 
for him. Credit was more easily available 
from a political aspirant or a leader of a 
faction. Those who needed credit oAen, tried 
to keep their lenders happy by voting in their 


favour. For example, ectuiud labourer liom 
viilage-ll made a subtle comment on the 
relationship of credit and village politics. To 
quote him: 

A labourer has to keep the 'zamindars' happy. 
We often need credit from them. They give 
us employment loo. During the last pan^ay at 
elections, there were two candidaies fir^ 
the two main factions. Both were big farmers. 

I did not want to antagonise aay one of them. 

I have two votes - mine and my wife’s. So. 
we casted one each to both the candidates. 
(An important fact to be noted here is that 
apart from the two big fanner candidates, 
there was also a lower caste candidate 
belonging to the caste of the respondent. But 
the respondent did not even consider him 
for his vote.) 

However, credit or indebtedness could not 
always influence local politics as per the 
wishes of the big farmers. Increasing 
formalisation of relations in the village 
society and growing tensions and conflicts, 
particularly between labourers and big 
fanners, are significant in this context. In 
many cases, the labourers did assert. For 
example, during a group interview one 
labourer, chamar (SC) by caste, reported: 
During last assembly elecrians, a jat farmer 
wanted us to vote for the party of his choice. 
We decided not to oblige him and voted for 
the candidate of our choice. This offended 
the farmer. He immediately asked me to 
return the three thousand rupees which I had 
borrowed from him. I arranged the money 
within a week from a bania and paid back 
the amount though I had to pay a little higher 
interest rate. 

The caste biradaris were also important in 
local politics. Biradaris generally acted 
collectively during the local elections and 
at the lime of assembly elections. Even if 
a member of a caste was an attached labourer 
or otherwise indebeted to a farmer, he had 
to give considerations to the wishes of his 
caste biradari as well. If the farmer was able < 
to influence him to vote in his favour, the 
biradari in such cases did not allow the 
individual labourer to campaign for the 
candidate of his farmer’s choice. 

Apart from the changes in the relations 
between farmers and labourers that 
accompanied agrarian change, programmes 
like IRDP were also being useiw alternative 
sources of credit by its beneficiary labourers 
(Jodhka 1995b]. There was a process of 
weakeningofthe authority of cieditorfvinen 
over the borrower labourers and marginal 
farmers. This had also led to a squeezing of 
the informal credit markes. Some labourers, 
particularly from village-! and II, rqxHted 
that it was becoming increasingly difficult 
for them to get credit. The moneylenders too 
felt hesitant to lend in the local market. Ram 
Chand, a big farmer (14 acres), had been a 
regular moneylender. He generally lent to 
sinall/marginal farmers and agriculturtf 
labourers. He charged an inWtst raM of 3 
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percem moflttily. Pws^y. he hadRs 20^ 
advuced to difl'erem persons. Apart from 
this he also had one acre of land mortgaged 
in from a marginal farmer for Rs 9,000. 
During the last five or six years he had 
intentionally comracted his business. As he 
put it: 

Till a few years back, we used to lend more 
than what wc do now. The environment 
(‘mahol’) m the village is changing and 
lending has become more risky. The demand 
has not decreased but we hesitate to lend, 
particularly, to labourers. Earlier they 
themscive paid back in time We used to 
lend to a single person up to Rs 10,000 
Now things arc different. They borrow but 
do not care to return in time. So now we 
do not tend them more than Rs 2,000 
Usually, we try to get a collateral .security. 
Another big farmer whose family h^ 
been in the business of moneylending for 
the three generations elaborated more on 
this process: 

The situation has changed par.kularly during 
the last four or five years. This change has 
come about with the increasing popularity 
of the subsidised bank loans (IRDP) given 
to the labourers Earlier, the labourers were 
exclusively dependent on us for credit. Wc 
could trust them. Wc lent them up lo 
Rs 10,000 and at times even more 
An additional factor responsible foi this 
change was the weakening of authority of 
the village panchayat. Initially, a lew big/' 
very big farmers violated the panchayat 
decisions. This led to an overall erosion of 
the aulhonty of the in.stitution Then, even 
the lower castes did not bother much about 
the village panchayat. So. if a moneylender 
look a ca.se of default lo the panchayat it did 
nut necessarily have the desired impact. 

A related tendency was the growing 
incidence of arranged credit’. The big 
farmers, instead of lending to the labourers 
themselves, preferred to become guarantors 
In these cases, the amount was generally 
advanced by the petty shopkeepers and a big 
or very big farmer had to provide surely. In 
this way, he was able to oblige the labourer 
and at the same time he did not have to bother 
about getting the money back. It was easier 
to get the money back for the pelt y shopkeeper 
or a professional moneylender than it was 
for the farmer. These changes had led lo a 
change in the equation between power and 
credit. Though credit relations had not 
become completely formalised, the 
relationship of credit with power was more 
complex and less decisive than it was a few 
decades back. 

VIII 

Conclusions 

Being exploratory in nature, the primary 
question for the study was to idcntH'y 
emerging paUems of relations in the infonml 
credt market. The context of such a study 


is provided by the agrarian transformation 
experienced during the post-independence 
period and the increasing popularity of 
instilutional sources of c^it. Though it 
may not be very difficult to identify elements 
of continuity, ihechangesexperienced during 
the last four or five decades are also very 
significant. The bania-centred traditional 
credit market, i e. the sahi-sammi type of 
relations had been completely transformed. 
It is difficult to identify just asingle dominant 
factor that has brought about this change. 
One has to look at the way various factors 
come together and produce such a change 
from a historical perspective. 

The liquidation of traditional bania 
moneylenders does not merely mean a change 
in the source of credit available to (he 
cultivators. It has also meant a signifiLMnl 
change m the rural power structure. Coupled 
with other factors, it has paved the way 
towards a growing domination of the rich 
landowners from the middle level agricultural 
caste groups. This section was already an 
important com|>oncnl of the rural sixrlcty 
and the withdrawal of banias led to a near 
complete monopoly of this category in the 
local power structure. To some extent this 
change is also rcUccted at (he .stale level 
politics. 

The arhiia-farmcr credit relations may 
appear to be very similar to the traditional 
sahi-sammi kind of system, but the two arc 
very diffcrcnl .substantially. Despite Ihe fact 
that the arhtias did lend primarily for 
commercial reasons, i e. to make sure lhat 
the farmers brought Ihcir surplus yield lo Ihe 
market, ihis operated wiihin the broader 
logic of a market economy and is closer to 
what Hamssdeserthedas 'compulsive market 
participation’ (Harriss 1987] rather than the 
'forced commcicialisation' of scmt-fctidal 
nature 

Notes 

(I uin grateful to U N Dhanagare. P N Pimpley 
and Tom Bras.s for their comments on an earlier 
dralt of this paper. K Sneha Sudha helped with 
revisions Needless to say. errors and omissions 
are mine.| 

1 A large volume of historical literature is 
available on various dimensions of the 
agararian changes and peasant indebtedness 
during the colonial penod. (See, for example, 
Raj et al teds) 198.5: Darling 1947: Moore 
1966. Desai 1979. Dhanagare 198.5; 
Hordiman 1987.1 

2 'This paper is a part of a broader study of 
agrarian change and debt dependencies in 
Haryana agriculture. Field woii for the study 
was carried out during 1988-89 over a period 
of six months. Apart from observations and 
interviews with various categories of people. 
18.5 case studies of farmers and labourers 
were conducted. 

i The recent study by Shctgill and Singh of 
poverty in the post-green revolution Punjab 


tends to eoaflrm dii$ {Shergil and 
19951. 

4 All the respondent shopkeepers mpwled 
that it was impossible for them todo businest 
in the village unless they sold on credit. 
Nearly 60 to 70 per cent of (heir total business 
was on credit. 
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Call for Adjustments in Structural 
Adjustment 

M H Suryanarayana 

Structural Adjustment and Agriculture: Theory and Practice in Africa and 
Latin America edited by Simon Commander; James Currcy Publishers, London; 
pp 250, paperback £ 11.95. hardback £ 30. 


SINCE the 1980s, there have been con¬ 
siderable programme lending by the Bretton 
Woods twins particularly to the sub-Saharan 
African and Latin American countries to 
overcome problems caused by low economic 
growth, persistent balance-of-paymenis 
disequilibria and high levels of domestic 
imbalances. Given the growing indebtedness 
among developing countries, decii ning terms 
of trade and the presence of high interest 
rales, such adjustment lending is likely to 
increase. Forcounlriesof sub-Saharan Africa 
and Latin America, where stabilisation and 
adjustment programmes were constrained 
by institutional and market rigidities as well 
as high external debt and domestic inflation, 
the costs of the programmes turned out to 
be very high depending upon the scale and 
rateof supply response, and demand reducing 
effects of expenditure reducing process. In 
thiscontext, the hook under review examines 
the suitability of classic stabilisation 
programmes and the appropriate ways of 
attaining structural adjustment through 
supply-side responses. This is becau.so the 
core of conventional adjustment programme 
consists of expenditure reduction and 
expenditure switching processes wherein the 
latter involves shifts in relative output prices 
in tavour of tradables and hence largely 
agriculture which is the principal source of 
tradables output in these countries. This 
naturally raises questions about the 
instruments used for expenditure-switching, 
bow the country goes about undoing the 
discrimination against agriculture through 
pricing, marketing and taxation and how far 
.such reform measures can be made more 
effective through public invc.stmcnt and 
sector-specific interventions. 

The volume under review attempts to 
address such issues with special reference 
to agriculture. It is a collection of essays 
classified into four parts; the essays in the 
first part deal with the framework of 
adjustment by incorporating the agricultural 
sector; the second part consists of multi- 
country studies that examine the 
consequences of the programme in terms of 
rural poverty alleviation, food security «nd 
nutritioiy part three consists of country case 
studies^ the adjustment programim which 
bring out the weaknesses in terms of reduced 


effectiveness of price reforms due to 
infrastructural constraints and market 
rigidities, weak supply responses and 
inadequacy of prior policies and hence 
emphasise the need for complementary 
policies such as public investment and sector 
specific interventions; and the fourth part 
contains an overview of the adjustmcni 
experience and indicates some options to 
deal effectively with the inefficiencies in the 
adjustment mechanisms. 

Pan one begins with a survey of issues 
and option in the design of structural 
adjustment tor open economies by Strccten. 
Generally adju.stment programmes are earned 
out to reduce or eliminate balancc-of- 
payments deficit, achieve higher rates of 
growth and secure structural changes so as 
toinsulatethc economy,against luiurc .shocks. 
An appropriate strategy depends upon the 
nature of shocks necessitating such 
adjust mcnts.iypes of adju.simcni mechanisms 
resorted to. their .social costs and the form 
and degree of government intervention. But 
quite often the Fund-suppt)rtcd programmes 
are criticised for being excessively 
pretKcupied with short-run to medium-run 
stabilisation and external adjustment, 
neglecting long-run development issues, 
treating welfare related issues as secondary 
goals and being onenicd towards domestic 
price, domestic credit and exchange rate 
measures. The bases for such criticisms arc 
examined by Johnson. He outlines the 
analytical framework u.scd to consider the 
role of agriculture in the adjustmcni 
programmes, the emphasis on terms of trade 
of agriculture and its aggregate supply 
response, and how the different parameters 
and pricing strategies emphasi.sed in the 
programmes influence aggregate marketed 
output. The criticisms against standard IMF 
programmes vis-ti-vis structural adjustment 
and the limits on the effectiveness of different 
IMF programme instruments arc examined 
in the concrete sub-Saharan African context 
in detail by Green. In the light of the findings. 
Green sketches out a programme, parallel 
to the IMF programmes, which will te more 
viable. Given the critical importance of 
agricultural aggregate supply response to 
changes in the internal terms of trade in 
atijustment programmes. Chibber’s careful 


review of empirical estimates of supply 
responses and choice of variables therein 
highlights the importance of non-price 
factors like provision of public goods arul 
services in a balanced policy package to 
raise agricultural productivity. Agricultural 
productivity cannot be raised only by 
changing the incentive structure facc^ by 
farmers since supply response is also 
conditioned by available irrigation, research 
and extension services, power and other 
infrastructure. If so, adjustment programmes 
involving indiscriminate and across-the- 
board reductions in public expenditure 
programmes could even negate the expected 
supply responses from improved price 
incentives. 

In much of the literature on implications 
of ad|u.siment programmes for the poor, the 
focus has been on ex-post analysis of 
causative factors, identification of the 
affected poorer groups, and possible 
government transfers to mitigate the social 
costs. But the study by Addison and Demery 
IS a refreshing outlier. They point out that 
the trade-off between poverty alleviation 
and the objectives of structural adjustment 
are complex. For instance, in countries with 
substantial rural landless poor depending on 
the market for foodgrain requirements, any 
increase in Uxidgrain prices to encourage 
production will have adverse effects on these 
poor. One strategic option in such cases 
would be measures to enhance access of the 
poor to productive assets so as to enable 
them to.share the income gains Irom producer 
price increases and reduce the adverse effects 
on consumption. They emphasise assisting 
the poor through the processes that generate 
their primary incomes coupled with targeted 
allocation of scarce public resources on the 
most needy families. Pinstrup-Anderson, in 
this context, shows that Sri Lanka, Mexico, 
Brazil and other Latin American countries 
reviewed in the study experienced a decline 
in real wages along with an increase in food 
prices. These factors, combined with 
increased unemployment and reduced access 
to government services and transfers, led to 
a deterioration in the nutritional status 
particularly of the poor as shown by quanti¬ 
tative evidence. The study synthesises the 
current state of knowledge and factual 
information on short-term effects of adjust¬ 
ment pol icics on food security and nutritional 
status of the poor, its implications for struc¬ 
tural adjustment policy design and action 
programmes for improving food security 
and nutrition of the poor. 

Among the country studies in part three. 
Commander, Howell and Seini examine the 
impact of the I MF-World Bank interventions 
and the Economic Recovery Programme 
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pursued in Ghana since 1983 on the 
agricultural sector, illustrate the micro level 
impact of changes in producer and input 
pricing policy with a survey data of a core 
cocoa region, re view the role of public sector 
agencies with respect to agriculture and the 
options available for further improvement 
including the feasibility of transfer to the 
private sector. Given the theoretical 
framework of the adjustment programme 
elucidated in pan one and also given the 
emphasis on domestic policy inadequacies 
as being the causes for the economic 
downturn of last two decades, what strikes 
one most about the Ghana programme is its 
reliance on a limited range of policy 
instruments, particularly exchange rate and 
domestic relative prices with the primary 
focus on reviving the cocoa sub-sector. That 
increasing the relative prices of cocoa vii- 
a-vis foodgrains which, in addition to its 
adverse distributional implications, is likely 
to result in foodgrain shortfalls in a decade 
shows the limited time perspective and 
limited focus on human dimension of the 
adjustment programme. Even the short run 
costs of the adjustment programmes in terms 
of declining per capita incomes for urban 
inhabitants and non-cocoa farmers, rising 
unemployment compounded by substantial 
lay-offs in the public sector and reduced 
budgetary allocations for health and 
education have been heavy. The evidences 
from the survey do not lend any support to 
the pre-conceived notions of the Bretton 
Woods twins that public provision of services 
to farmers is highly inefficient. Inadequate 
infrastructure has been a major banc which 
hindered exports and marketable surplus; 
budget restructuring under the reform 
programme only perpetuated the situation. 

The study on the Zambian reform 
programme by Kydi brings out the 
importance of the synergy between macro- 
and sectoral-level reforms. Inappropriate 
sequencing of reforms and the inadequate 
emphasis on agricultural reforms turned out 
to be an internal constraint on the adjustment 
programme. This coupled with the lack of 
institutional and political perspectives in 
adjustment strategy formulation seriously 
hampered the implementation of the reform 
programme. The social cost of the adjustment 
programme could have been reduced by 
raising efficiency of the food system. The 
study by Commander, Ndoyc and Ouedrago 
for Senegal demonstrates the limitations of 
the IMF criteria in evaluating adjustment 
programmes and providing directions for 
development strategies. The programme, 
though radical, appears successful in terms 
of reduction in current account deficit and 
public expenditure. But the reduction in 
public expenditure has been across-the-board 
and arbitrary. Weak revenue performance 
due to deflationary economic policies 


necessitated increased recourse to external 
borrowing. The reduction in current debt 
servicing is due to substantial rescheduling 
and not due to any improvement in the 
tradables sector and overall economic growth. 
The emphasis on reduced budgetary transfers 
to the agricultural sector has been at the cost 
of a long-term strategy for the latter. 

Most of the solutions formulated for 
promoting efficiency - efficiency of 
parastatals and of general resource use - in 
terms of reduced slate interventions arc based 
onunsustainableassumptions.Theincentives 
provided by increases in producer prices of 
foodgrains have to be evaluated at a discount 
given their adverse welfare implications since 
the sclf-sulfaiency of the average fann house¬ 
hold is only about 6S per cent and the supply 
responses are low because of physical cons¬ 
traints. More than resource use efficiency, 
what is at stake are productivity-raising 
measures. Conventional trade theory is of 
limited use since Senegal docs not have compa¬ 
rative advaniageforanyofthe major agricultural 
crops. All these constraints call for public 
interventions as an integral part of a long¬ 
term strategy for undoing the suboptimal 
agricultural technologies and investments. 

Morocco sought to go about the agri¬ 
cultural structural adjustment programme 
by restructuring public expenditures and 
investment.s towards quick maturing and 
high return investments, altering prices and 
incentives framework in favourof economically 
sound alternatives in agriculture, strengthen 
and rationalise the public sector role in 
providing agricultural support services and 
appropriate agncultural policies (Seddon). 
Actual implementation of the adjustment 
programme, however, has essentially been 
the result of a senes of negotiated compro¬ 
mises between the Bretton Woods twins, 
concerned with financial and economic 
performance, and the Mortxrcan government, 
guided more by social and political 
implications of economic policy based on 
an understanding of institutional realities. 
The Moroccan government, for instance, 
has been cautious in eliminating consumer 
subsidies givcnthehighdcgroeofdifferentiation 
among the rural and agricultural population 
with a significant section being market 
dependents for foodgrain purchases even 
though the World Bank believed in major 
cuts in consumer subsidies. 

The Columbian experience, on the other 
hand, illustrates a relative success story and 
shows how agricultural performance can be 
improved by appropriately linking sectoral 
policies like price support, credit subsidy 
and investments with macro measures 
involving exchange-rate management, 
import controls and fiscal policies (Thomas). 
At the same time, the study also brings out 
the limits to agricultural price support and 
protection measures and the importance of 


such non-price incentives as investments in 
infrastructure, research and extension and 
marketing. The Brazilian experience also 
suggests how appropriate government 
interventions can minimise the adverse 
implications of the adjustment measures for 
the agricultural sector (Castro de Rezende). 
Some of the measures to promote exports 
and sugarcane production, restrictive fiscal 
and monetary policies, particularly the reform 
of the rural credit system could have had 
detrimental consequences for agriculture. 
However, apart from favourable climatic 
conditions, government support measures 
like minimum price support policy and 
interventions in marketing played an 
important role in stimulating food crop 
production. As regards rural credit policy 
reforms, government decision not to curtail 
short-term production credit until 1983 led 
to agriculture’s recovery from 1980. Thus, 
Brazil, by following measures toconsolidate 
production of goods for domestic 
consumption as against export crops - a 
strategy running counter to the structural 
adjustment programme - largely because of 
the balance-of-paymentscpnstraint ensured 
domestic availability of food and hence 
reduced social costs. 

The fourth part begins with supposedly 
a sceptical appraisal of structural adjustment 
by Bates, llie policy inadequacies of the 
earlier systems have rendered them unsus¬ 
tainable; the current reform programmes only 
seek to revive the old order. The paper 
dwells at length on the various factors 
accounting for financial risks for private 
investors and political risks for decision¬ 
makers. As regards food security, the need 
for assurances against food shortages in the 
form of World Food Programme or 
international food bank is emphasised. 
Finally, the book ends with an evaluation 
by Commander of the degree of success of 
the stabilisation and structural adjustment 
programmes in raising economic 
performance in sub-Saharan Africa. The 
limited improvements in these economies 
are largely due to the shortcomings of the 
policy frameworks proposed by the twins of 
Bretton Woods. The adjustment programmes 
with their emphasis on price based policies, 
given the institutional rigidities and 
limitations, have their own problems of 
design with respect to the objectives for 
technical change and growth in agriculture 
and distributional goals. In sum, what 
emerges from the set of papers presentpf in 
this edited volume is the lacl; of even a 
facade of 'human face’ in adjustment policy 
design and prescription by the Bretton Woods 
twins for the sub-Saharan countries. The 
studies, in general, are informative but some 
arc only seemingly analytical and are 
haphazard in their orientation and stnictute 
and hence make painful reading. 
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B^iind the IVUsi^oii 

Panhotam Mehra 

Youni^iubaiMl: The Last Great Imperial Advcaturer by Patrick Frtnch; 
Harper Collins, London. 1994; pp xxii + 440. £ 20. 


A RARE and in some respects even unique 
blend of an explorer, a geographer, writer, 
diehard imperialist, philosopher and mystic, 
Francis ('Frank') Younghusband, occupied 
insofar as British India was concerned, the 
centre stage in the last two decades of the 
19th and the opening decade of the present 
century. In the l880-90s, as a formidable 
explorer and mountaineer: across Manchuria 
and then the Gobi. And down the Mustagh. 
And later as the Raj’s troubleshooter in 
Hunza, Sinkiang and the Pamirs. In 1903- 
04. he was to lead an obstcnsibly peaceful 
mission across the Jelep la into Tibet which 
before long took the shape of an armed 
expedition with the twin objectives of 
countering non-existent Russian intringue 
and opening up the land to an almost 
negligible Indian overland trade. For Britain, 
and the world he was to span another three 
decades and in a variety of fascinating roles: 
as father of the Karakoram exploration: an 
Everest enthusiast: a member of the Great 
Game elite; a devout Christian. Above all, 
a founder of the World Congress of Faiths. 
In the 1930s, he was sympathetic to the 
cause of Indian nationalism and, during a 
brief visit, deeply struck by “the fearfully 
keen and intelligent” Congresswallahs! 

Not unexpectedly, a major part of this 
large and impressive study - a little over 
two-thirds of its volume - deals with the 
explorer and the Great Game imperial 
adventurer. And while not a few in this 
country would be interested in Young- 
husband’s later preoccupations with the realm 
of the spirit, it is to his earlier career that 
many will doubtless turn. 

Bom at Murree (1863), now in Pakistan, 
Younghusband’s upbringing had been 
Victorian in the best sense of the term: 
regular daily prayers inculcation of filial 
piety: and the veritable Sunday school. At 
13, he went to Clifton College which had 
a traditional role of preparing boys for a 
career in the army: at 17, he was inducted 
into Sandhurst where Allenby and SirHerbet 
Lawrence (later Haig's chief of stafO were 
his contemporaries. Two years later, 
Younghusband was to join the 1st Royal 
Dragoon Guards, then stationed at Meerut, 
as a subaltern. 

On the premise that the next Russian move 
would be in the direction of Manchuria, 
Younghusband was able to persuade his 
somewhat unbelieving superiors that 
imeHigence gathering there was an urgent 
necessity. In the event, a three-mei^r 
mission (including Younghusbtmd) spem a 
li«tkoversixMaiiths<May-December|g86) 
surveying (he land. Sadly though, for all 


their labours, (hey had to conclude that there 
were “no signs of an immediate Russian 
threat” to this remote part of the Chinese 
empire! 

Hardly had his Manchurian venture drawn 
to a close when Younghusband embarked 
on a singularly impossible journey across 
theGobi -through Hami.Tlirfan and Kashgar 

- to Kashmir. Even though “all the terrible 
Vagueness and uncertainty of everything” 
impressed itself upon him, te was determined 
to blaze a trail. And did. 

The crossing of the inhospitable, trackless 
Gobi was hazardous enough- “ a succession 
of gravel ranges without any sign of life, 
animal or vegetable, and not a drop of water” 

- worse was in store. And this was the 
descent of (he 19,000 ft Mustagh pass on 
the edge of K-2 which marks the watershed 
between India and central Asia. It was an 
amazing feat of physical daring, especially 
in that he and his men had no equipment 
worth the name. “Knotting tuibans and reins 
for ropes” and hacking steps in the ice “with 
a pickaxe and trusting to a grip from frozen, 
b^less feet”. Younghusband managed what 
the veteran Swedish explorer of these parts 
was to call “(he most difficult and dangerous 
achievement in these mountains so far”. 

Younghusband’s next two journeys - to 
Hunza and the Pamirs - were exercises in 
combating what was then rated a major 
threat to the Raj: the possibility of a Tsarist 
Russian invasion through the empty spaces 
of central Asia. The Chinese, then in the 
death throes of the long-lived Manchu 
empire, (hough resilient to a degree were yet 
finding it difficult to resist (he Muscovites. 
Younghusband's three-fold objective was to 
plug in the secret pass through which the 
Kanjutis (a Kirghiz name.for the people of 
Hunza) plundered the caravan route between 
Leh and Yarkand; seek out the skulking 
Grombehevsky, the Russian agent actively 
engaged in surveying these parts; and tame 
the Mir of Hunza whom tte British were 
finding increasingly recalcitrant. 

His success was limited. The Mir for one 
was not willing to chan^ his ways; nor 
Grombehevsky cease his (ravels, in the short 
tun at any rate. The above notwithstanding, 
Younghusband was presently able to 
persuade his masters to undertake a journey 
to the Pamirs, to investigate a gap between 
Afghanistan and the Chinese empire which 
could pose a danger to the security of the 
Indian frontier. In (he event, his celebrated 
brush with a party of Cossacks headed by 
Colonel Yanov at Bozai Gumbuz that nearly 
brought the two empires to a clash of arms. 

The centrepiece of the book, as of 
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YbungintttebrTa tb^ career, iMts tiM 
expedition to Lhasa (1903-04). Conceived 
by Curzon, (he overbearing impeilid 
proconsul, its essential purpose was to 
unmask an imaglnuy conspiracy to tdte 
over Tibet’s Dalai Lama under die Tsar's 
wings. And insofar as Chinese control over 
the country was conspicuous by its tdiseace 
-professions to the contrary notwithstanding 
- (he Raj feared for the worst. 

Curzon who had met and known 
Younghusband long before he took over as 
governor general (1899) had little difficulty 
in choosing him as leader of (he expedition. 
Both were rabid Russophobes and, as is well 
known, literally hijacl^ a weak and very 
reluctant British government into 
acquiescence. By blatant half-truths and 
deliberate distortions. In (he event, a 
diplomatic mission originally intended to 
sort out some vague allegations of intrusion 
on the Sikkimese border and opening up a 
few trade marts inside Tibet en^ up as M 
armed expedition to bring the Tibetan niler 
to heel and expose his intrigues with the 
Russian Tsar. 

It was a sad, sordid business. The ’hostile’ 
Tibetan army was non-existent; Russian 
intrigue, pure figment of a fevered, if fertile 
intagination. And yet in the process, hundreds 
ot Tibetan yokels, ’armed’ with sticks and 
slings, and protected by amulets from thmr 
uncouth lamas were massacred in coldblood. 
Even as they offered uncompromising 
resistance to their un-invited, and un¬ 
welcome. guests. 'The end-result could never 
be-in doubt: the ’victorious’ British army 
marched into Lhasa and dictated terms trf 
peace to a hastily constituted authority that 
it had managed to establish. For hot on the 
heels of Younghusband and his men, Tibet’s 
Dalai Lama, both its spiritual as well as 
temporal raler, had made good his escape. 

Sadly for Curzon and his protege, the 
Lhasa ^venture proved to be a disaster. Hie 
governor general, increasingly cnit of step 
with his political masters in ^itehall, soon 
found himself out of his job; Younghusband, 
who had exceeded if not deliberately 
disobeyed instructions, practically at a loose 
end. The Lhasa convention that he had so 
solemnlyconcluded wasmateriallymodified; 
the honour he had so covetously sought, 
flatly denied. His political career drew 
virtually to a close. 

A word here on Younghusband's works 
which relate to his Indian career and on 
which (he book under review has leaned 
heavily for its narrative. The Heart of a 
Continent, first published in London in 
1896 - and which has since run into several 
editions - gives a fascinating account of 
Younghusband’s travels in Manchuria, 
through the Gobi and down the Musta^; 
the Tibet expedition is retailed in/ndfo and 
Tiber (1910) while the Light of Experience 
(1927) takes care, inter alia, of his journeys 
in Sinkiang and the Pamirs. 
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The last phase of Younghushand's life - 
he relired in 1912 after a brief stint as British 
resident in Kashmir - was taken up by a 
number of causes he now steadfastly owned. 
Above all, by mysticism and a spiritual 
quest' for a world lender. In the process he 
spawned no end of societies to realise his 
dreams, and authored an un-ending stream 
of books - sadly not all of them listed by 
his biographer. Out of nearly a score and 
more, a few titles picked up at random may 
bear mention: Life in the Stars (1927); The 
Coming Country: A Pre-Vision (1928); The 
Reign of God (1930); The Heart of Nature 
(I93l);/t Venture of Faith {\^37) And what 
proved to be his swan song. The Wedding 
(1942) 

With growing spiritual atlainnients and 
some vague mystic experiences. 
Younghusband drew into his fold a variety 
of characters. The most intriguing, as revealed 
in this study, was an attractive young woman. 
Madeline Lees. Mamed, a mother of seven 
children and almost half his age. Madeline 
drewcloscr and clo.scr-both physically and. 
no doubt, spiritually - to “my very own, 
my very dcare.st Sir Francis" and confessed 
to loving him "~'>re and ever more my 
beloved one" Not tnat Younghusband did 
not rctu'.i ner outpourings; 

Oh! my Madeline, oh my precious precious 
Madeline.howcanlbearihejoy Oh! what 
a bles.scd, blessed tunc that was - to feel 
that you were always there, just at the end 
o( the passage and that at any time wc could 
go to each other And when wc did go to 
each other Oh' what happiness wc had - 
unbelievable! 

In the event. Younghusband .seriously 
revised his earlier plans to be buried m thc 
Himalayas which had always fascinated him 
And wanted it to be close to Bccon Hill; his 
resting place a shrine that "wd. commemorate 
our romance”. The interesting part of this 
liaison was its passionate pursuit during the 
dark, stormy days of second world war (1940- 
42) when London and much of England was 
exposed to the rclcntlc-ss Nazi blitz, 

Patrick French is English, a student ol 
American literature and, at 27, remarkably 
young. The research and travel - in China, 
right up to the border in Sikkim, where 
Younghusband launched hiscxpcdition; and 
a number of places where he spent his years 
in India - that have gone into his first book 
are wcllnigh exhaustive And must no doubt 
have been exhausting. There is hardly a 
source at the archival, or personal level, that 
has gone unnoticed. Or remai ned untouched 
French's language is crisp and the text well- 
honed; it IS difficult to pinpoint any dull 
pages or passages. The clever juxtaposition 
of the author’s personal impressions of men 
and places with those of Younghushand’s 
in his own day makes for illuminating 
comparisons. And a much-needed update. 
All through the text embellished by two 


excellent maps and some rare photographs 
marking subsections in each chapter, sit 
scores of the seated Buddha. A replica no 
doubt of the present the Tibetan regent. Tri 
Rimpoche, gave Younghusband. And one 
he treasured most all through his years. 

If one may end on a bnef personal note. 
A little over four decades ago, fascinated by 
(he mission to the land of the lama, this 
reviewer underttKik a detailed study which 
apart from a research degree and a work 
published in London, brought him into close 
contact with Dame Eileen Younghusband. 
her father’s daughter and indeed only 


survivihg child. A formidable social activist, 
happily she was singularly receptive to all 
enquiries and gave me, inter alia, uninhibited 
access to all her father’s papers and diaries 
(hen stacked in two huge sacks in her London 
flat. With a narrow field of interest, a thorough 
examination of this rich, almost virgin source 
material, was not called for. Today, with 
Dame Eileen no more, the sacks and their 
contents have found their way into the old 
India office, now British Library archives; 
their long postponed scrutiny by Patrick 
French yielding a remarkable study of the 
man behind the mission to holy Lha.sa. 
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SPECIAL ARTICLES 


Recent Research on Widows in India 

Workshop and Conference Report 

Marty Chen 
Jean Dreze 


The concerns of widow's cannot be dissociated from those of other single women, or indeed from those of women 
in general. Widows do experience special difficulties and deprivations, connected, inter alia, with the restrictions that 
are imposed on their lifestyle and the persistence of negative social attitudes towards them. 

In the context of.social science research, it is right to give attention to widowhood as a particular cause ofdeprivation. 
And, in the context of social action, it is right to organise and support widows in their specific demands (e g, relating 
to pensions, property rights and other entitlements). But this does not mean that action has to take the form of working 
for or with widows in isolation from other women. 

The studies and personal testimonies summarised in this paper amply demonstrate that there are intimate links between 
the predicament of widows and a wide range of patriarchal institutions such as patrilineal inheritance, patrilocal 
residence and the gender division of labour. The cause of widows muist be seen as an integral part of the broader battle 
against gender inequalities. 


THIS paper presents the findings ol two 
recent gatherings aimed at achieving better 
understanding of the social and economic 
condition of widows in India. The two 
gatherings were planned as complementary 
events. Both of them took place at the Indian 
Institute of Management, Bangalore, during 
the last week of March. 1994.' The first event 
was an informal workshop involving 35 
widows from different parts of the country, 
as well as 10 women activists with some 
prior experience of working with widows 
and other single women This informal 
workshop was followed by a conference 
which brought together about 65 activists, 
scholars and pol icy- makers who have worked 
on issues relating to widows. We shall refer 
to lhe.se two events as ‘the workshop’ and 
‘the conference’, respectively. 

The programme of these events was partly 
oriented by the findings of earlier studies 
undertaken by the two of us on the living 
conditions of widows in rural India.’ One of 
these studies involved fieldwork in 14 villages 
of seven different states (two each tn West 
Bengal. Bihar, Uttar Pradesh. Rajasthan. 
Kerala, Tamil Nadu, and Andhra Pradesh), 
co-ordinated by Marty Chen. Most of the 
widows who participated in the workshop 
came from these villages. Their testimonies, 
aside from being of immense value on their 
own, helped to ensure that the deliberations 
of the conference were informed by the 
perspective of widows themselves. Just as 
the findings and recommendations of the 
informal workshop were presented at the 
conference, the conclusions of the conference 
were also shared with the workshop 
particifAnts. A summary of recommendations 
made by the conference and workshep 
participants can be. found in Appendix. 

What followa is a combined report on the 
workshop and the coherence. A list of the 


papers presented at the conference can be 
found in the References at the end of this 
article. In some places, we have also drawn 
on earlier studies in order to bridge various 
gaps in the material made available by these 
recent events. To simplify the presentation, 
all the statistical material has been presented 
in Tables 1-12, prepared with Jackie Loh. 

WoRKStlOP 

The purpose of the three-day workshop 
was to bring together a group of widows (and 
grass roots women activists) to share 
problems, exchange experiences, voice 
demands, and ptissibly initiate a network of 
widows and activists concerned with the 
specific problems of widows. The 35 widows 
and 10 grass roots women activists who 
participated in the workshop came from nine 
states: Gujarat, Karnataka, and the seven 
states mentioned earlier. They formed a very 
diverse group in terms of age, caste, 
occupation, income, and related charac¬ 
teristics. Various participatory training 
methods were u.sed to facilitate com¬ 
munication despite the barrier of language 
(nine languages were represented), including 
games, exercises and skits. The workshop 
covered a wide range of issues and concerns 
raised by the panicipanis. including changes 
in women’s identity and status with widow¬ 
hood: images of good and bad women; taboos 
regardingthe behaviour of widows: options, 
constraints, and choices regarding remar¬ 
riage: living arrangements and sources of 
support: struggles by widows to secure their 
property rights: other actions taken by widows 
to assert their individual or collective righu: 
demands of the widows on society and on 
the government. 

For many of (he widows who participated 
in (he workshop, (his event was an entirely 
new experience. Many had'never left their 


home district or state. Mo.st were interacting 
for the first lime with women who spoke 
different languages. All were sharing their 
personal cxpcrieiKC of widowhood in a group 
meeting for (he first time. Each made a 
spirited contribution to the discussion. What 
emerged from this gathering was a strong 
sense not only of common suffering but also 
of common strength. Clearly, each widow 
had negotiated the specific circumstances of 
her widowhood with dignity and courage, 
whether by taking up a job for the first time, 
by cultivating her own land, by educating 
her children, by fighting for her property 
rights, by establishing an independent 
household, ore ven by joining a local women’s 
organi.sation. 

Dunng the first two days of the conference 
that followed the workshop, the workshop 
participants went on a study tour to Mysore, 
which included a visit to the Mysore branch 
office of Mahila Samakhya. a village-level 
meeling with groups of women from 10 
villages organised by Mahila Samakhya. and 
sight-seeing in Mysore city,' The workshop 
participants returned in lime to participate 
in the closing session of (he conference, 
dunng which they presented their charter of 
demands. The following morning, they met 
together for one last time to hear the 
recommendations made by the conference 
participants and to join together in a very 
moving farewell ceremony. 

At the end of that ceremony, all the 
participants stood in a circle holding a long 
chain of flowers symbolising sisterhood and 
joined inajoyful song celebratingspnng and 
renewal. TTie chain of flowers was then cut 
into as many pieces as there were participants. 
Each participant tied a string of flowers on 
another participant. Then each participant 
spoke ab^t what she would do after returning 
home. Some widows resolved to break the 
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taboos relating to their dress (by wearing 
foibidden Items such as colourful bangles, 
‘colourful clothes, ‘bind!’ or ‘kumkum’), and 
to encourage other widows to do the same; 
others said that they would speak to other 
widows, women, and theircommunities about 
the workshop, or participate more actively 
in the local panchayat meetings. As these 
pledges were being made, in a spontaneous 
gesture of solidarity some of the married 
women put their bracelets on the wrists of 
the widows and their bindis on the foreheads 
of the widows. The activists resolved to 
campaign against the use of pejorative terms 
for widows; to insist that widows should be 
invited to marriages and other ceremonies; 
to incorporate a focus on widows in their on¬ 
going work; to survey widows in their areas 
of operMion; to help widows secure pensions; 
to help widows take up legal cases to defend 
their property ri^ts, etc. 

This informal workshop that preceded and 
ran parallel to the more formal conference 
achieved two immediate results. First, it began 
a process of transformation among the 
widows themselves. None of them had had 
the opportunity, at least since widowhood 
and perhaps since marriage, to talk at length 
with other women - much less to sing, dance, 
act, and laugh. The workshop made them 
aware of a teal possibility of creating a new 
identity for themselves and a sisterhood with 
other widows. Second, the workshop served 
to place the personal experiences and 
concerns of widows at the centre of the 
conference that followed. 

The workshop also helped to bring out 
what the experience of widowhood means 
to an Indian woman today. Several aspects 
of that experience were frequently mentioned 
by most participants, despite their widely 
different social and regional backgrounds. 
Rrst, a woman who loses her husband has 
to readjust the entire basis of her life and 
work: who she lives with, how she earns her 
livelihood, whether she has access to her 
husband’s property, etc. Second, the 
negotiations involved in these adjustments 
are typically much easier if she has adult 
sons and/or supportive parents and brothers. 
Third, most widows receive very little suppon 
from their in-laws. In fact, the relations with 
in-laws are often quite tense. Finally, the 
primary concerns of the widows who parti¬ 
cipated in this workshop were to have a 
house in their own name, a secure job or 
source of livelihood, education for their 
children, and - last but not least - a positive 
social image. 

Outline op Conference 

The three-day conference was organised 
into six half-day sessions, as follows. 

The opening session of the conference 
attempted to provide a general overview of 
the economic and social condition of widows 
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in India. After a short presentation on the 
significance of widowh^ as a social issue 
(Jean Dreze), evidence was presented on the 
living arrangements, remarriage rates, 
occupations, property rights, and sources of 
support of widows (Marty Chen); on the 
relative mortality risk of wi^ws and married 
women (P N Mari Bhat); on the relative 
economic insecurity of widows and other 
female heads of households (Shobha 
Jaishankar); and on the relationship between 
aging and widowhood (Lecla Gulati). 

The second session focused on the property 
rights of widows. The papers presented in 
this session dealt with male control over the 
property, production, and reproduction of 
widows in colonial Haryana (Prem 
Chowdhuiy); the property rights of widows 
under customary and i^em law in Rajasthan 
(Shobha and Ramesh Nandwana); the 
property rights of widows under customary 
and modem law in Bihar (Seema Misra and 
Enakshi Tukral); and the difficulties faced 
by many widows when they try to claim their 
rights to property (Neelam Chore). 

The third session examined issues of social 
security. The contributors discussed ihc 
measures that can be introduced to provide 
economic and social security to widows (S 
Cuban); the coverage of widows under three 
pension schemes in Kerala (Iqbal and Leela 
Culati); the bureaucratic hurdles widows face 
in obtaining a pension inTamil Nadu (Eswara 
Prasad); the social insecurity of widows in 
rural Cujarat (Vanha Bhagat and Mihir 
Bhatt); and the coverage of widows under 
a comprehensive insurance scheme for 
women established by SEWA (Rcema 
Nanavaty). 

The tburth session focused on employ ment 
and livelihood. Presentations were made on 
the economic situation of widows and widow¬ 
headed households in Kerala (Leela Culati); 
on the relationship between widowhood and 
poverty in India as a whole (Jackie Loh, Jean 
Dreze and P V Srinivasan); on women's 
occupations by marital status in Haryana 03 
V Rukmini); on working class widows in 
Bombay (Alice Thomer); on self-employed 
widows in Cujarat (Renana Jhabvala): on 
widows who work as domestic servants 
(Siddama); and on widows who work as 
construction workers(CeetaRamakrishnan). 

The fifth session dealt with the status of 
widows in society. It included a sociological 
analysis of widowhood as ‘social death’ (Uma 
Chakravarty), a comparative perspective on 
widows arid other single women (Abha 
Bhaiya), and different accounts of public 
initiatives to ’rehabilitate’ widows - by the 
state after partition (Ritu Menon), and by 
social movements in Cujarat, Rajasthan, and 
Karnataka (Bela Bhatia, Chandra Bhandari, 
and Uma Kulkami). 

The closing session opened with a set of 
recommendations for future action, policy, 
and research from the conference partkipanls. 


and concluded widt a chatter of demaiida 
from the widows whohad attended theeariier 
workshop (see Appendix I). 

In the rest of this paper, we present a short 
summary of the presentations made in each 
session of the confereiKe. 

Widows in India 

The intention of the opening session of the 
conference was to propose a framework for 
approaching the issue of widowhood in India, 
and to provide background information that 
should help inform and focus the conference 
deliberations. Civen the scope and 
importance of the opening sessioh, the 
presentations made in this session will be 
covered here in some detail.* 

Incidence of widowhood 

According to recem information released 
by the Sample Registration System, widows 
represent a little over 8 percent of the female 
population.’ Census data on the incidence of 
widowhood, as measured by the proportion 
of widows in the female population, reveals 
the following patterns. First, the incidence 
of widowhood has been slowly declining 
over time during the last few docades. This 
can be primarily attributed to the concurrent 
expansion of male and female longevity.* 
Second, the incidenceof widowhood is lower 
in most of the northern states than in south 
India. Thiscan be attributed toseveral factors, 
i ncludi ng St rong survi val advantages of adult 
females (compared withodult males) in the 
south; a large difference between rruile and 
female age at marriage in the south; 
comparatively high remarriage rates in the 
north; and high mortality rates among north 
Indian widows. Third, the incidence of 
widowhood rises sharply with age. The 
proportion of widows is as high as 64 per 
cent among women ^ed 60 and above, and 
80 per cent among women aged 70 and above 
(Table 2). In other words, an Indian woman 
who survives to ok) age is almost certain to 
become a widow. Fourth, the high incidence 
of widowhood among women (particularly 
in the older age groups) sharply contrasb 
with the corresponding patterns for males. 
In 1991, only 2.5 per cent of dl Indian mmi 
were widowers (Government of India 
1993:71 ]. Even in the older age groups, only 
a small minority of men are widowed while 
a large majority of women experience that 
predicament. The main reason forthis gender 
gap in the incidence of widowhood is a much 
higher rate of remarriage among widowed 
men, compared with widowed women. 

The last observation may help to ex|4ain 
why widowhood has recetv^ so little 
attention as a cause of deprivation. In India, 
the experience of losing tme's spouse is. 
overwhelmingly, a female experience. 
Further, the consequences of lo^ng one’s 
spouse are very (ftiretent for menand women. 


Economic and PoUdcai -. tlgi ii M ijlli y . 




A wMoww not only iwi gi«Mr fteedom w 
remany thin Mf female oounieipait, he dfo 
hu more extensive propoiy rtghu, wider 
opportunities for remunerative employment, 
and a more authoritative claim on economic 
support from his chiltbmi. Had the living 
conditions of widowm been as precarious 
as those of widows, it is likely that widowed 
persons would have attracted far more 
attention. 

Widowhood and poverty 

There are serious difnculties in assessing 
the relationship between widowhood and 
poverty on the basis of standard household 
survey data. Indeed, much of the information 
generated by these surveys relates to 
household level variables that often tell us 
very little about whtt is happening to widows 
as individuals. For instance, it is hard to 
make effective use of the standard data on 
per capita income or expenditure to 
investigate the relationship between poverty 
and widowhood. 

These limitations were illustrated at the 
conference in a study by Jean Dreze and P 
V Srinivasan. Using the National Sample 
Survey data, the authors ftiKi that there is 
little difference in per capita expenditure 
between, say. households headed by widows 
and other households. Nor is the proportion 
of hoaseholds below the poverty line much 
higher than average among households 
headed by widows. In interpreting these 
findings, however, it ha.s to be remembered 
that households headed by witfciws have 
special demographic characteristics. In 
particular, they are typically mdbh smaller 
than other households. Hence, if there are 
economies of scale in household con* 
sumption, the rank of these households in 
the scale of real per capita expenditure 
declines. The authors showed that even 
relatively small economies of scale lead to 
a dramatic increase in the relative incidence 
of poverty among households headed by 
widows, compared with other households. 

These findings are somewhat inconclusive, 
since little is known about the actual 
magnitude ofeconomies of scale in household 
consumption in rural India. Further, as was 
mentiofied earlier, household level dataaell 
us little about the well-being of widows as 
individuals. Civen these limitations of 
standard household surveys, it is important 
to explore other indicators of the individual 
weU-beingofwidows,eg. relating to nutrition 
and morbidity. A usi^l example of the 
possibility of using such indicators was 
provided by P N Mari Bhat's study of 
mortality rates among widows. 

Widowhood and survival 

Using dau from the 1961.1971 and 1981 
censuses, Mari Bhat estimated mortdity rates 
among widows and married women of the 
same a^. in the 43 age group. 1^ India as 


a whole, the audior finds duk mortality i«ies 
are 86 per cent higher among widows than 
among married women (seeTableS for the 
main results). These itsulaoonfirmdienoiion 
that widows in India experience particularly 
high levels of deprivation. 

it should be mentioned that, according to 
the same study, the mortality rates of 
widowers are also about 80 per cent higher 
than those of married men in the same age 


group. This may seem to suggest that nsiM 
suffer as much as women from loshy a 
spouse, in terms of increased mortality.* On 
this point, several remarks are due. First, die 
standard pattern observed in similar studies 
undertaken in other countries is that the 
increase of mortality risk associated with 
losing one’s spouse is larger among men 
than among women. In relation to this 
international pattern, Indian widows are at 


Tabu 1: Inciosncb op Widowhood m Rusal Abbas - iNtn-SATB CoNTSAsn. 1981 


Slate 

Widow as 
Pereouageof 
Rural Pemale 
Population 

Ratio of 
Widows to 
Widowers in 
Rural 
Population 

Proportion of 
Rural Indian 
Widows living 
instate 
(Peroentage) 

Average age 
Differential 
at Marriage 
Yean* 

Andhra Pradesh 

10.S 

4.3 

10.5 

5.7 

Tamil Nadu 

10.4 

3.9 

8.2 

5.8 

Kwnaiaka 

9.9 

4.6 

6.4 

6.7 

West Bengal 

9.5 

6.0 

9.1 

6.5 

Maharashtra 

9.J 

4.4 

9.3 

5.4 

Orissa 

9.2 

3.7 

5.3 

5.1 

Kerala 

8.9 

7.7 

4.6 

5.5 

Madhya Pradesh 

8.0 

2.6 

8.0 

4.0 

Himachal Pradesh 

7.7 

2.5 

0.8 

4.7 

Bihar 

7.5 

2.5 

II 1 

4.9 

Rajasthan 

7.2 

2.4 

4.6 

4.2 

Gujarat 

7.0 

2.9 

4.0 

3.6 

Uttar Pradesh 

6.5 

1,4 

13 8 

4.3 

Jammu and Kashmir 

5.7 

1.4 

0.6 

5.0 

Punjab 

5.5 

1.6 

1.5 

3.3 

Haryana 

4.9 

1.5 

i.l 

3.9 

India* 

8.2 

2.9 

100.0 

5.0 


Nines: * Dtffeience between the mean age at marriage of males and females (rural and urban areas 
combined). 

*' Excluding Assam, where the 1981 census was not conducted. 

Source: Dtcm (1990), Table 6. hosed on 1981 census data. The stales are arranged in decreasing 
order of the proportion of widows in the rural female population. 

Note: The tables included in this paper are. a selection of tables compiled with Jackie Loh from the 

conference papers. Some of the information has already appeared in earlier publications tos 
indicated in the notes). The imention is both to provide a simrt statistical background on the 
situiHion of widows in India and to highlight interesting empincal observations repoited at 
the conference. 

.Tabu 2: iNancNCEuF Widowwxioin Oiffebent Aue Gaours and Rcokins. 1981 


Age Croup Widows a.s Percentage of All Rural Females in the Specified Age Group and Region 



North-West 

Central West 

East 

StHHh 

All India* 

0-9 

0.0 

0.0 

0.0 

0.0 

0.0 

(0.0) 

10-14 

0.04 

0.04 

0.03 

0.0.3 

0.03 (0.0.3) 

15-19 

0.2 

0.3 

0.3 

0.2 

0.2 

(O.I> 

20-24 

0.5 

0.7 

0.9 

0.9 

0.7 

<0.5) 

2.5-29 

1.0 

1.5 

2.0 

2.0 

1.6 

(1.0) 

30-34 

2.1 

2.9 

3.6 

4.3 

3.2 

(1.6) 

35-.39 

3.6 

5.0 

6.3 

7 0 

5.5 

(2.3) 

40-44 

7.9 

9.6 

12.3 

13.7 

lO.K 

(3.8) 

4.5-49 

10.(1 

14.8 

18.1 

19 8 

15.5 

(5.0) 

.50-.54 

241 

27.5 

.32.2 

.34,2 

29.4 

(8.0) 

.55-59 

20.1 

.30.6 

.32.7 

40.6 

.30.5 

(98) 

60-64 

48.7 

55.3 

58.1 

61.3 

.55.6 114.9) 

6.5-69 

44.0 

.59.8 

61.5 

66.8 

57,6 (17.8) 

70* 

70.5 

78.4 

78.3 

8.3.4 

77.2 

(27 8) 

All ages 

6.5 

8.3 

8.5 

10.0 

H.2 

(2.7) 


Note: * In hrackcu. the corresponding figures for mules. 

Source: UrewtlUUt)). TaMc.I.hasedon 1981 censusdaia. The diffenmi regions have been defined 
as loltows. Noilh-wcsi; Haryana. Himachal Pradesh. Jammu and Kashmir. Punjab. 
RXKi-slhan. Uttar Pradesh: Central west; Guiaral. Maharashtra. Madhya Pradesh: East: 
Bihar. Onssu and West Bengal: Smith: Andhra Pradesh. Karnataka. Kerala and Tamil Nadu 
This regional divismn is based on Agnrwal (1988). 
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some disadvantage. Second, the results have 
to be interpreted bearing in mind the very 
high remarriage rate among Indian men who 
have tost their spouse. Among the small 
minority of widowed men who do not 
remarry, many are likely to suffer from 
special economic, social or physical dis¬ 
advantages that make remarriage difficult. 
It is perhaps not surpnsing that, in this sub¬ 
sample. mortality rates are particularly 
high, but this does not imply that mortality 
rates are particularly high among all ever- 
widowed men (including those who have 
remarried). 

Third, the case for being concerned about 
Indian widows does not turn on their being 
more deprived, in terms of mortality and 
related indicators, than widowers who do not 
remarry. Even if the two groups are equally 
deprived in some respects, there would still 
be a ca.se for paying separate attention to the 
i.ssue of widowhood among women, given 
(1) the much higher incidence of widowhood 
among women than among men (and. 
relatedly, the much greater freedom that 
widowed men have to remarry), and (2) the 
social and psychological deprivations 
endured by many widows, in addition to 
economic hardship. 

The study by Mari Bhal also brings out 
someinteresting regional patterns in mortality 
rates. Specifically, the gap in mortality rates 
between widows and married women appears 
to be much larger in many of the nonhern 
stales (including Punjab. Haryana. (Jilar 
Pradesh and Bihar) than in south India This 
is in line with the findings of earlier studies, 
suggesting that the economic and social 
condition of widows is particularly 
unfavourable in north India * 

Sources of vulnerahihiy 

In earlier studies we have identified some 
essential factors that account for high levels 
of deprivation among Indian widows 
[Dreze 1990; Chen and Dre/c 1992). These 
include limited Ireedom to remarry, in.sccure 
property rights, social restrictions on living 
arrangements, restricted employment 
opportunities and lack of social support. In 
her presentation at the conference, Marty 
Chen u.scd the framework developed in these 
earlier studies to present the major findings 
of her study, based on a field survey in 14 
villagcsof West Bengal. Bihar. Uttar Pradesh. 
Rajasthan. Kerala, Tamil Nadu, and Andhra 
Pradesh. This survey covered a total of 5(>2 
respondents. These .562 respondents 
consisted of all ‘evcr-widowcd’ women in 
the 14 survey villages, including widows 
who had remarried More precisely, the 562 
respondents con.sisted of: (I) 510 women 
who had lost their husbands and did not 
remarry. (2) .^5 women who had lost their 
husbands, remarried, and then became 
widowed again by losing their second 
husbands: and l3) 17 women who had lost 


their husbands, remarried, and were still 
married at the time of the survey.’ 

Patrilocality.-Jhe system of patri local 
residence, which has the effect of isolating 
women, is a fundamental source of gender 
inequalities in many parts of rural India and 
also plays a crucial part in the deprivation 
of widows. Patrilocality in the narrow sense 
refers to the norm, prevalent in most Hindu 
communities of India, according to which 


a woman has to leave her paientat home 
the time of marriage to join her husband in 
his home. In a broader sense, especially in 
most Hindu communities of north India 
where marriage rules dictate marriage 
outside the clan and village, patrilocality 
also can be understood to refer to the drastic 
alienation from her parental family 
expenenced by a married woman after her 
‘transfer’ to her husband's family. 


Table 3: Moktality and Widowhood 


Stale 

Estimates of the Relative Mortality Rales of Widowed and Married 
Persons (Ratio of the Mottalily Rale of the First Group to that of the 
.Second Group), in the 45 4 Age Group , 



Females 

Males 


1961-71 

1971 81 

1961-71 

1971-81 

Andhra Praoesh 

1 51 

1 74 

1 78 

2 01 

Bihar 

1 79 

1 89 

2.15 

2.25 

Guiaral 

1 71 

1.77 

i 61 

1.6.1 

Haryana 

- 

2 06 

- 

1.69 

Himachal Pradesh 

- 

I 26 

- 

2,1.1 

Jammu and Kashmir 

1.57 

1 49 

1.52 

1 68 

Karnataka 

1 51 

1 .11 

1,94 

1 89 

Kerala 

1 80 

1 52 

1.82 

1.48 

Madhya Pradesh 

1 64 

1 64 

1.81 

1 75 

Maharashtra 

2(K) 

1 66 

1.75 

1 82 

Onssa 

2 02 

1.24 

2.15 

1 93 

Punjab 

- 

2.12 

- 

1 43 

Rajasthan 

2 08 

1 65 

1,56 

1 51 

Tamil Nadu 

1 4.1 

1 48 

2 05 

2.10 

Uttar Pradesh 

2 24 

2.10 

1.81 

' 75 

West Bengal 

2 22 

1 42 

I..57 

241 

All-India 

1 87 

1 8.1 

1.78 

1 83 


Snuii e Man Bhal (1994). Table 4. based on census data The figuies in this table refer to the ratio 
of the mortality rate among widowed persons aged 4.54- to that of married persons in the same 
age group The esliination method lakes into account the difrercnl age structures of the 
widowed and married populations and avoids the bias that might arise from this difference. 

Taiii.e 4: Widowhood and Livino Arkangements 
'Relation to Household Head' of Widows in Different Samples 


Relation Number of Widows with the Specified Relation to Household Head 


to Head 

Rose and 
Saxena*(1964) 

Bose and 

Sen (1966) 

Lai 

(1972) 

Cain et al 
(1979) 

Harlan* 

(1968) 

Chen 

(1994) 

Self 

1 

« 

1 

20 

4 

342 

Mother*’ 

242 

.105 

71 

41 

13 

1.16 

Daughter 

• 

5 

2 

2 

0 

17 

Sister 

« 

2 

3 

1 

0 

9 

Mother-in-law 

• 

« 

• 

.1 

1 

9 

Daughtcr-in-law 


4 

1 

I 

0 

8 

Sisicr-in-law 

* 

20 

3 

2 

0 

8 

'Other' relative' 

16 

12 

7 

0 

0 

14 

Nun-rclalivc 

0 

1 

0 

0 

0 

2 

Total 

259 

349 

88 

70 

18 

545 


Nates ’ Elderly widows only (aged 554 in the case of Bose and Saxena. and .5(>4 for Harlan). 

" When a widow is the mother of the heod. the latter is usually a son rather than a daughter. 
'Other' IS relative to the categories used in the respective studies; the content of this 
caiegory can be infeiTcd. study-wtse. from the other entries in the table. 

* Category not used in the presentation of the results (but note that it could be implicit in the 
other relative’ category). 

Saune- Drczc (1990), Tables 2.3 and 24, Chen and Dreze (1992), Table 10. ainl Chen (1994). The 
figures were originally compiled from; (i) Bose and .Saxena (1964), bas^ on a random 
sample of 259 widows aged 5.54 from 78 villages in Rajasthan; (ii) Bose atid Sen (1966). 
based on a random sample of .349 widows from villages in Rajasthan; (iii) Lai (1972), based 
on a sample of 88 widows in three panchayais in Rajasthan; (iv) Cain et ol (1979). based on 
a census of village Char Copalpur in Bangladesh. (v) Harlan (1968). based on a census of 
elderly women in a village in Punjab; (vi) Chen (1994), based on a 1991 -92study of .562 ever- 
widowed women in 14 villages spread over seven different Indian states (the above figures 
derived from this study arc actually based on a .sub-sainple of 545 curr^ly-wid^ed 
women) 


24.38 


Economic at^ 




In dm Om T5 pv c«nt of the 
vidowt lived in their husb^’s village at 
the time of his death. Of these widows, an 
overwhelming majority (88 per cent) 
remairted in their deceased hustnnd's villi^c 
after his death (Table 5). In many cases, 
widows actually continue to live in their 
deceased husband's house. However, out¬ 
side of leviratic unions (which arc practised 
only in certain communities), widows are 
unlikely to share a common hearth with 
their husband’s relatives, indeed, in the 
Chen sample, whereas 10 per cent of the 
widows shared a common hearth with their 
in-laws before their husband's death, only 
3 per cent currently share a common hearth 
with their in-laws (cither brothers-in-law or 
parents-in-law). And, in many cases where 
a widow docs share a common hearth with 
a parent-in-law. it is the widow who seems 
to be supporting the in-laws (e g. a blind 
moihcr-in-law or disabled father-in-law) 
rather than the reverse. 

Painlinral inhfriiance: A comprehensive 
treatment of the inheritance rights of widows 
would have to distinguish: (a) between 
statutory law. customary law, and actual 
practice: (b) between the inheritance rights 
ot widowed women as daughters and as 
widows; (c) between ancestral and self- 
acquired properly: and (d) between land and 
other property Despite these coinpicxitics, 
what seems clear is that most social groups 
in rural India follow customary law rather 
than statutory law and that, under the current 
customary practices of most patn lineal Hindu 
communities, women have very limited 
property nghts as daughters but are widely 
acknowledged to have use rights to (or 
maintenance nghts from) a share of their 
husband's ancestral land in the event of his 
death. 

As part of her study of widows, Marty 
Chen investigated actual inheritance practices 
in the study villages and found the following 
patterns: first, of those widows whose 
hu.sband owned land. SI per cent reported 
that they exercise use rights over a share of 
their husband's land: and .second, of those 
widows whose father (father or mother, in 
the ca.se of Kerala) owned land. 13 per cent 
reported that they exercise u.sc rights over 
a share of their father’s (mother's) land. 
However, these u.sc rights of widows are 
often violated in practice. When a widow 
tries to manage the land on her own, without 
adult sons, her brothers-in-law olicn insist 
on sharecropping or managing her land 
themselves, or simply attempt to deprive her 
of her rightful share of the land (often 
legitimismg their claim by arguing that they 
spent money on her husband's death 
ceremony oron herchildren's maintenance). 
In their attempt to gain control of her land, 
the brothers-in-law of a widow may go so 
far as forciog her to leave the village, oreven 
- in extreme cates - arranging her murder. 


Once her tons (ir any)i greW'ti^. • whiow 
may have to forfeit her use rights to her 
husband's land in exchange for a ri^ to 
maimenance by one or more of her tons. 
Even maintenance rights, however, areoften 
uncertain. 

Remarriufit practices: Two stereotypes 
persist about widow remarriage in India. The 
first is that widow remarriage is “prohibited’' 
in Hindu society. The second is that widow 
remarriage is widely practised. Reality lies 
somewhere between these two extreme 
views; only the upper castes prohibit 
remamage; most other castes (except those 
emulating the upper castes) allow widow 
remarriage: .some castes (in certain regions) 
practice leviratic unions (remarriage to the 
deceased husband’s brother); but actual 
remarriage, outside of levirate, only takes 
place in special circumstances. The basic 
pattern in most communities is that most 
childless widows remarry, while most 
widowed mothers do not remarry. 

In the Chen sample of 562 ever-widowed 
women, 13 per cent in north India had 
remarried, compared with only 6 per cent in 
south India. TIksc figures are consistent 
with the findings of earlier studies (Dreze 
1990. and the studies cited there). The lower 
probability of remarriage in the south is due 
in part to the practice of levirate in the north: 
the only villages of the Chen study where 
levirate was widely practised was situated 
in the Garhwal hills of Uttar Pradesh. In the 
Chen sample of 52 remarried widows (of 
which 35 lost their second husband also), 
24 were from scheduled castes, 22 from 


' badrwttd^eaiuii.' and 
caixetfail six were leiputt orbrdimilu mili*: 
the Garhwal bills who practise belli 
and widow lemanriage Iti genMali; 

Amoi^ (he widows covoed in the QM 
sample, as well as among those who 
participated in the Bang^ore workshop, many 
stated that they did not wish to remany. 
Common reasons given for not wanting to 
remarry included: absence of desire for more 
children, fear that a second husband will not 
take good care of the children fathered by 
the first husband, and wish to retain claim 
on the deceased husband’s land (bearing in 
mind that widows lose this claim on 
remarriage). Of course, the fact that many 


TASie 6; Place nr Resioence bgixmie and 
AFTE s Widowhood 

(Percentage) 


Place of Residence 

Before 

'Now'* 

Deceared husband’s village 

75 

67 

Parental village 

21 

27 

Other village 

5 

6 


Note: * 'Now' refers to t)ie situation at the time 
of the survey (1991-92). 

Source: Chen (1994), based on a I99|-92survey 
of 562 ever-widowed women in 14 
Indian villages (two each in West 
Bengal, Bihar. Uttar Pradesh, Rajasthan, 
Andhra Pradesh, Tamil Nadu and 
Kerala). The figures presented here are 
based on the sub-sample of 510 widows 
who did not remarry. In the few cases 
where a widow's parental village is also 
her husband's village, she has been 
counted as living in her parental village. 


Tablp .5: Selected Noam-SouTii Conthasts 
Place of Residence. Land Rights. Remarriage and Living Arrangements 

(Percentage) 



All-India 

South India 

North India 

Place of residence: 

ITeceased husband’s village 

66 

44 

89 

Parental village 

27 

48 

6 

Other 

6 

8 

4 

Use rights over 

Deceased husband's Ic'd (if any) 

51 

52 

51 

Parenial land' 

13 

18 

8 

Ever-widowcd women who remarried: 

9 

6 

13 

Living arrangemenis. 

(i) Head of household, self 

63 

80 

46 

son 

24 

8 

40 

other 

13 

12 

14 

(ii) Living alone 

17 

20 

14 

Living with' married sons 

42 

31 

54 

married daughters 

8 

10 


in-laws 

3 

3 

3 

parents or brothers 

3 

6 

4 


Sole. * Parental land = fiUhef’s ancestral land in all stales except Kerala, where it also includes 
mother's ancestral land. 


Source: Chen (1994), bused on a 1991-92 study of 562 ever-widowed women (of which 17 are 
cunenlly-reinarried) in 14 villages in north India (two each in West Bengal. Bihar. Uttar 
Pradesh. Rajasthan. Andhra Pradesh. Tamil Nadu and Kerala). ‘Place of residence’ and 'use 
righls' percentages are based on a sub-sample of 510 widows who did not remaiTy; 
'remarriage' percentages are based on the full sample; and 'living arrangements’ percent¬ 
ages are based on a sub-sample of .545 currently-widowed women (of which 510 did not 
remarry, and 35 remarried but lost their second husband). 



RESERVE BANK OF INDIA SERVICES BOARD 


BOMBAY 


il ! [.(.HArtlli AlMiHl 
Sf (IVliOAHl) 


Applications (Apps.) are Invitad for the following posts of 
Ofticars in Rasarva Bank of India. 'Rasarve List' may also 
ba praparad. 

A. LEGAL OFFICER IN QR/B’ IN LEGAL 
DEPARTMENT 


d) Sehama of Salaetion : 

VWtttan axamlruillon on 7.1.96. IVvo papare aach of 3 houra 
duration and 100 marks - (i) Objactiva and (H) C)ascfk>tlva (both 
on Economics). Standard of papara that of K^tar's Dagroa 
axamination in Economica of any Cantral Univaralty in India. 


a) Vaoanelaa: G OBC sc ST Total 

Regular 3 1 1 - 5 1, 

Backlog - - 1 1 2 I 

b) Qualtfieatlons (As on 01.10.1995) 

EasanlW : Second Class Bachelor's Oagraa in Law* with a 
minimum of 50% marks (45% for SC/ST) or aquivalant. 
Daalrabla: I) Bachelor's Oagraa In Law with First Class or 
Maalar'a Oagraa In Law* or aquivalant. 

H) Computer Applications. 

* from a mcogrilomd Ur\lvralty/ltafiM». 

c) Exparlanoa (As on 01.10.1995) 

Eaaantial: At least 2 years' axpariarKM as an Advocate or as a 
Law Officar in Legal Department of a large Banking / Finarrcial 
Inatltutlon arxl/or as a Lawyer In an Advocate's /Solicitor's OWca. 
Oaairabla; Special knowledge of Banking and Company Laws, 
Labour Laws, Cortstitutional Law and experienca in 
documentation. 

d) Aga (As on 01.10.1995) 

Not exceeding 32 years. Relaxable by 3 years for possessing 
exceptional qualiflMtlons and/or experience of value to the Bank. 


C. RESEARCH OFFICER IN GR.'B’ IN 

DEPARTMENT OF STATISTICAL ANALYSIS 
AND COMPUTER SERVICES (DESACS) * 

a) Vacancies : Q OBC sc ST Total 

Regular 9 5 2 1 I 20 

Backlog - - 2 1 3 1 

b) Qualifications (As on 01.10.1995) 

Essential ; i) Master's Degree in Statistics/Mathematical 
Stattstjcs/Mathematlcal Economics/Econometrics* «^th a 
minimum of 55% marks (50% for SC/ST) or equivalent grade; Qfi 
li) Master's Degree in Mathematics* with a minimum of 55% 
marks (50% for SC/ST) or equivalent grade and one year Post- 
Qraduale Diploma in Statistics or related subjects from an 
Institute of repute: QB 

lii) M.Stat.Degree of Indian Statistical Institute with a minimum of 
55% marks (50% lor SC/ST). 

Oeeirabla: (i) Candidates with Doctorate in subjects as at (i) 
above* wM be given preference. 

(ii) Research or teaching experience and publication in standard 
journals wil be corwiderad as an additional qualification. 


Scheme of Selection 

VWilton examlnatbn (WE) on 10>12-9S . Two descriptive type 
papers, each of 3 hours duration and 100 marks on (i) General 
Krvowledge of Law, Jurisprudertce etc. and (ii) Commercial and 
Banking Laws. Syllabus given in detailed adverkaement. 

B. RESEARCH OFFICER IN GR.‘B’ IN 

DEPARTMENT OF ECONOMIC ANALYSIS 
AND POLICY (OEAP) 

a) Veeeneiee: Q OBC sc ST Total 

Regular 5 2 1 1 ^ I 12 

Backlog - 1 1 1 3 | 

b) Quailficetiona (As on 01.10.1995) 

Eeeentlal ; Master's Degree in Economics/EconorrMtrics/ 
Commerce* with a mlnimum-of 55% marks (50% for SC/ST) or 
equivalent grade. 

Dealr ab le : i) Cartdidatea with Doctorate Degree in above 
subjects* will be given preference. 

ii) Research or leaching experience and publicalion in standard 
journals wHt be considered as an additional quallficalion. 

c) Age limit (As on 01.10.1995) : 21 - 28 years 

i) Carrdidates having M.Phil.Degree / Doctorate Degree in 
specified subjects* eligible for relaxation in upper age by 3 and 5 
years, respectively. 

Ii) Candldatas with researchAeaching experience* eligible for 
r^axaiion in upper age upto years of experience (maximum 
5 years). 

No cumulative age relaxation available. 


c) Aga limit (As on 01.10.1995) ; 21 - 28 years. 

B (c) to apply, mutatis mutandis. 

* from/at recognised Indian or Foreign University / Instt. 

d) Sehama of Salaetion 

Written examination on 14.1.96. Two papers each of 3 hours 
duration and 1CX) marks - (i) Objective and (ii) Descriptive (both 
on Statistics) as per sytabijs given In detailed advertisement. 
Standard of papers that of Master's Degree examination of any 
Central University in Irxlia. 

D. MINIMUM PASSING STANDARDS 

(I) 55% in each paper and 60% in the aggregate for General 
category, and 

(II) 45% in each paper arxl 50% in the aggregate for SC/ST/OBC 
categories. 

However, the Board reserves the right for relaxation of the 
minimum passing starxiards. 

E. AGE RELAXATIONS: 

5 years for SC/ST, 3 years for OBC, 6 years to the candidates 
who had ordinarily been domiciled in thw Kashmir Division of the 
State of Jammu & Kashmir during the period from 1st January, 
1980 to 31st December, 1989, Refer detailed adverltoement for 
others. 

F. FINAL SELECTION: 

WM be based on WHtlen Exwnination and Interview. 


* limn/at recogn/eedlntMan or Foreign Unhreraity/lnstt. 


ana PfrltiHsi Wbettf^ .. 
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RESERVE BANK OF INDIA SERVICES BOARD. BOMBAY 


G. EXAMINATION CENTRES: 

(Cod* number* in bracket*) 


Ahmedabad 

Bangalor* 

Bhopal 

Bhubaneewar 

Bombay 

CalcuKa 

Chandigarh 

Quwahati 

Hyderabad 


( 11 ) 

( 12 ) 

(13) 

(14) 

(15) 

(16) 

(17) 

(18) 
(19) 


Jaipur 

(20) 

Jammu 

(21) 

Kanpur 

(22) 

Madraa 

(25) 

Nagpur 

(26) 

Naw Delhi 

(27) 

Patna 

(29) 

Thiruvananlapuram 

(31). 


Only on* eantr* can be aalecled. 


H. APPLICATION FEE: 

Ra.SIV>. (No fee* tor SC/ST). Payable by Demand Draft favouring RBI. 
payable at Bombay. However, ca^kfate* from unbanked area* may 
aeixl croeaed Indiw Postal Order in favour of RBI payable at QPO, 
Bombay. Fee not refundable. 


FORMAT OF APPLICATION 
LAST DATE OF RECEIPT: 4.11.9S 

In case of non-reoaipt of AL contact Chief Qeneral 
Manager, Reserve Bardc of India of raepectiv* 
centre one day bator* WE. 


wawvt iMiK or wot* tatvicts lOAitD, iciHiaT 

ADVIN02/%-96 
1. Post applied lor 
2 Exarmnalion centre 
Code No 


3 Partrculare ol Demand Orall^ostal Order(s) enclosed 


Name ol Drawee Bank/ 
Denomtnalion 
ol Postal 0nler(s) 

No and dale ol 
DDAtostal 0ider(s) 

Amoum 

IHs) 





Mn a signed, 
recent passport 
sire pfiotogisplij 
Semsa rems I 


I. SERVICE CONDITIONS/CAREER PROSPECTS 

Pay Scale - Ra.2400-S17S (under revision). Initial monthly emoluments 
will be about Ra.6645/-. 


4 Name in lulf Stm/SmlAuffl ____ 

(in Block letters) 

i Oaleolftith Q] CD 111911 I 

DAY MONTH YfAH 


J. HOW TO APPLY 

Appflcationa in praecrfbed format given herewith, typed or neatly 
handwritten in English or Hindi on white foolscap paper, should be 
addressed to: 

THE GENERAL MANAGER, 

RBI SERVICES BOARD. 

HONGKONG BANK BUILDING, 61H FLOOR, 

M.G. ROAD, HUTATMA CHOWK, 

POST BAG NO. 10009, BOMBAY-400023. 

Cover should be superscribed: “Application for the post of 

_• Centre of Written Exwnination chosen_ 

Cod* No._". Should be sent by ORDINARY POST. Cover 

may also be dropped in a special box at Board's Office. 


6 Age (as on 01 10 35) _ years, _ monitn __ days 

Details ol age retaxalion claimwi. it any (With documentary 
evidence) 

7 Postal Addess lor communicalion 

with pin code ___ 

Nearest Railway Station __ 

8 Tidt (/’) category to which you betong 
(5C/SIA)BC to endose copy ol caste certiticale liom 
Competent Authonly) 

(A) General p., Other Back p-. Scheduled j—. Scheduled p. 

(G) U Class {0BC)U Caste (C) U (nbe a) LJ 

(B) Slalt Ye^ Ex Serviceman YesAlo 

Migranl^epatiiale Yes/No 

9 Permanent Address with Pin Code _ ___ 


K. CLOSING DATE 

4.11.98 (18.11.98 for appUcanta residing abroad, in Assam, Arunachal 
PraKleeh, Manipur, Me^alaya, Mizoram, Nagaland, Sikkim, Tripura, 
Ladakh division of Jannmu wtd Kmhmir State, Lahaul end SpiU districts 
and Pang) Sub-divislon of Chamba district of Himachal Pradesh and in 
Andaman and Nicobar Islands and Lakshadweep). Lala re c ei ved Appa. 
wW not be oonsWarad. 


to Acedenuc Quelilicelions (Gredualion onwards) / 
Protessionat Quelilication 


Exam 

passed 

Yev of 
pmng 

Umversdy/ 

Inslilule 

Main 

subieds 

OwBion with 
% marks 







11 Delats ol {xpeneoca. etc 


L GENERAL INSTRUCTIONS 

(I) Question Papers win be set to Hindi and English and answer* may be 
written either to Hindi or to English. 


Name and addmss 
ol employer 

OBSionifion I Penotf | Nature of 

|Erom| to | loW| Expenence 


_1 .1 ..L.J_ 


(V) If Acknisslon Letter (AL) / any other communication 
Is not received from Board, contact RBI at raspecBv* examination centre 
with a passport-size signed photograph, on* day before the date of WE. 
(Hi) Communicat* change of address to Board earliest. 

(Iv) Incomplei* / without fee Apps. wIN not be considered. 

(v) If App. Is routed through employer ‘Advance Copy’ with fee should be 
sent to Board's Office directly. 

(vi) Quote RoH No. to al communications. 

Note: For staff candidalas, separata eligibility criteria INd down by Bank. 

M. FOR FULL DETAILS, REFER DETAILED 

ADVERTISEMENT PUBLISHED M EMPLOYMENT NEWS / 
ROZQAR SAMACHAR DATED 7TH OCTOBER. IMS. 


Noh) Fsr th( post ol Legal Olhcet - In case of pnclaing 
aNocates, copy ol Ihe Bar Council Regatralion csttibcale and 
CMtilicate liom Bar Maocialian ol wtich Ihe candidale s a 
mamtar should he praduced 

12 I hereby dedam that all the sUiemenls mads m Iha applicaiian 
are tna. complale and coned to the beet ol my knowledge and 
bdiel I lindeieland Ihil il al any lime, il a lound the any 
inlatmalion given in Iha i(iplKation b UeMnconed or I do 
nol sdisly Ihe eligbilily crilem acconfng to the Board, my 
candhtalun^lipotnlment Is lisbto to be canceHed/tenmnsM I 
here also isad and underatood Ihe tutes ol the enamnalion as 
gmn in the Geeaiel Inslnictions. 

13 Pliee_ 

Dale,_ 


CANVABSmO m ANY FORM VMU. BE A DISQUALIFICATKM 


Ends: 


Signaittra of applietd 


SepicBthcr M). iW.I 
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widows express liltle interest in remarrying 
needs to be interpreted bearing in mind not 
only the'influcnce of negative social attitudes 
towards widow remarriage, but also the low 
chance of conjugal happiness in a second 
marriage. Indeed, given the prevailing .social 
attitudes, a man who agrees to marry a widow 
often has highly unattractive characteristics 
(e g, he may be very old. or physically 
disabled, or economically impoverished, or 
looking for a second wife). The issue of 
widow remarriage in India is not just a 
question of the incidence of remarriage, but 
also of the quality of second marriages, and 
of the freedom widows have to remarry in 
positive circumstances." 

Employment restrictions: Indian women 
in general face well known restrictions on 
employment opportunities, relating, inter 
alia, to the gender division of labour. Aside 
from the.se general restrictions, widows face 
specific difficulties in seeking gainful 
employment opportunities. These include: 
lack of access to indi visible productive assets 
owned by the deceased husband’s family 
(eg, wells, ploughs and bullocks): weak 
bargaining power vis-a-vis male partners in 
economic transactions; frequent absence of 
a literate member in the household: limited 
access to institutional credit: and, part icularly 
in the case of widows with young children, 
the burden of domestic work. 

An analysis of the pnmary occupations of 
households with widows in the Chen sample 
shows a decline in the share of self- 
employment - both farm and non-farm - after 
widowhood (from 25 percent to 20 per cent), 
and, correspondingly, an increased reliance 
on wage employment (from 32 per cent to 
36 per cent). The limited extent of 
remunerative non-farm self-employment 
among widows, even those living in 
households without an adult male, is 
particularly striking. The restricted scope for 
remunerative self-employment is a particular 
problem for widows belonging to castes that 
prohibit women from seeking wage 
employment, especially if they live without 
an adult male. As expected, employment 
opportunities were found to be somewhat 
more extensive and diverse for widows 
belonging to disadvantaged castes. The fact 
that, for a widow, belonging to a privileged 
caste can be a disadvantage (other things 
being equal) reminds us that it is always 
important to consider widows as individuals, 
and not as members of particular ca.sics, 
cla.sses or other social groups. 

Maintenance: The restrictions on 
residence, ownership, remarriage and 
employment examined so far put widows in 
a ilflualion of acute dependence on economic 
support from others, in the absence of 
effccii vc forms of state-based social .security 
measures, lamily and community support 
or maintenance i the crucial source of 
potential assistance. The extent and nature 
ot tamily and community support can be 


analysedinteitiftofihreedeterminams: living 
arrangements: intra-household support; and 
inter-household support. 

As far as living arrangements arc 
concerned, one of the clearest and most im- 
poilant findings of Chen's and other studies 
is the overwhelming dependence of widows 
on themselves and their own sons. The 
proportion of widows who live in households 
headed either by themselves or by one of 
their sons is well over 85 per cent in the Chen 
sample. The proportion of widows who live 
in a household headed by a brother-in-law 
or parcni-in-iaw is below 3 per cent, and the 
number of widows who live in a household 
headed by a brother or father is also below 
3 per cent. These findings are consistent 
with those of earlier studies, also pointing 
to the overwhelming dependence of Indian 
widows on themselves and their own sons 
[Dreze 1990. and Chen and Dreze 1992. for 
reviews of the evidence). 

In terms of both intra- and inter-household 
support, few widows report regular support 
(as opposed to periodic gifts or support 
dunng cri.ses) from persons other than sons. 
In the Chen sample, very few widows reported 
regular support from their in-laws; many 
widows reported pcnodic gifts or support 
during cri.ses from brothers (and parents) but 
few (le.ss than 10 per cent) reported regular 
support from these sources: many widows 
reported that their daughters provided various 
physical services (e g. health care or house 
repair), and a surprisingly high percentage 


of widows (Id per cent) repotted r^ar 
support from dnighters; and mmy widows 
reported exchanges in kind from caste 
neighbours and small gifts (or occasional 
loans) from wealthy employers. 

Social isolation: As wasmentionedearlier, 
the well-being of widows is not just a question 
of economic security, but a)so one of dignity, 
self-respect and paiticipation in society. 
Many widows in the Chen sample suffer^ 
from different forms of social isolation, 
psychological abuse or emotional distress. 
The social marginalisation of widows was 
frequently found to take one or more of the 
following forms; 

(1) Rumours and accusations; widows 
arc often accused of being 'responsible' for 
their husbands' deaths, regarded as sexually 
threatening, and generally considered as 
inauspicious. 

(2) Enforced dress and behaviour codes: 
many widows are under strong pressure to 
observe restrictive codes of dress, appear¬ 
ance and behaviour. Some of the traditional 
restrictions (e g, shaving of head) have 
become quite rare, even among the upper 
castes, but others (e g, not wearing 'bindi' 
or kumkum) remain wide.spiead. 

(3) Social ostracism: a widow is often 
excluded from the religious and .social life 
of the community, due to her perceived 
inauspiciousness. 

(4) Physical violence; violence against 
widows primarily takes the form of sexual 
harassment (young widows being considered 


Table 7: Female-Headed Households by Marital and Emclovment Status of ihe 
Holseholo Head 


Marital Status 

Percentage Disiribulion of Household Heads by Employment Status 

of Ihe House- 

Self- 

.Self- 

Regular 

Regular 

Casual 

Attending Too Old 

hold Head 

Employed 

Employed 

Hired 

Hired 

Labour 

Oomeslic Too 


(Ago) 

(Non-Agri) 

Labour in 

Labour in 


Dunes Young 




Agri 

Agn 


and Others 

Widowed 

18 

5 

25 

9 

7 

21 IS 

Married 

35 

3 

14 

2 

5 

26 15 


Sourer- Adapted from Jaishankar 11994). Tables 10-19. based on a 1983 survey of 428 female- 
headed households (271 of which were widow-headed) from 10 villages (four each in West 
Bengal and Karnataka, and iwo in Utlar Pradesh) 


Table 8. Contrasts Between Different Castes 
Remarriage and Employment 


Caste 


Upjjer 

Other 

Scheduled 


Higher Lower 



Percentage of ever-widowed women who 
remained 

5* 

2 

12 

29 

Percentage of widows engaged in 
Self-employment (farm) 

34 

13 

33 

17 

Self-employmeni (animal husb) 

14 

6 

7 

3 

Self-employment (non-farm) 

10 

15 

18 

14 

Wage labour 

8 

11 

26 

.56 


Note- * Levirate among Rajputs in the UP hills. 

Source- Chen (1994). based on a 1991-92 survey of .362 ever-widowed women in 14 villages (iwo 
each in West Bengal, Bihar. Utlar Pradesh. Rajasthan, Andhra Pradesh. Tamil Nadu and 
Kerala) The percentages on remarriage ore based on ihc full sample: the percentages on 
employment an: based on a sub-sample of S4.3 currently-widowed women. As some wkiOws 
reported more ihan one ucliviiy and .some reported none, the perceniagcs donni add upio lOII. 


Economic anti PpIMical We^ly 
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as seniaiiy v^neraiHeancU^ 

Of pn^xity-reltted violence (because widows 
are seen as unwanted claimants on ancestral 
property). 

or course, not all widows face these types 
of mistreament. Many older widows who 
live with their .sons (and their families) enjoy 
their respect and love. Some older widows 
are happily integrated in their daughters' 
houschold.s. It is young widows who are 
most vulnerable to mistreatment, unless they 
have the .support of their parents or brothers. 

Regional contrasts 

North-south contrasts in gender relations 
within India have been much discussed in 
the literature, and it is not surprising that 
these contrasts have an intluence on the 
living conditions of widows. 

One aspect of these contrasts concerns 
the kinship system, and, in particular, the 
relationship of a married woman with her 
parental family after marriage." In most 
communities in north India, marriage 
practices dictate not only patrilocal resi¬ 
dence upon marriage but also clan exogamy 
(marriage outside (he clan) and village 
exogamy (marriage outside the village); so 
that a woman has to leave her parental lineage, 
home, and village upon marriage This system 
has the elTcct.of isolating and dispossessing 
women, and al.so plays a ciucial part in (he 
deprivation of widows. In many communities 
in south India, the inamage system is based 
on patrilocal residence but also involves a 
preference lor marriage within the kinship 
group (which can often lead to marriage 
within the village); so that a woman may not 
have to leave either her parental lineage or 
her natal village upon marriage. 

It is plausible that this basic difference m 
kinship systems tends to give widows in 
south India greater freedom than their 
north Indian counterparts to return to their 
parental village, to claim ownership rights 
on their father’s land, to claim ownership 
rights on (heir deceased husband’s land, and 
to take up productive employment. The data 
from the Chen study confirm these 
hypotheses. 

(1) Residence in natal village- The 
percentage of widows living in their natal 
or parental villages is significantly higher in 
south India (43 per cent) than in north 
India (11 per cent). And. interestingly, of 
those currently living in their natal village 
in south India, most (80 per cent) also lived 
there before their husband’s death. In north 
India, of those cunemly living in their natal 
village, just over half tSS per cent) lived 
there before their husbands’ death. 

(2) Claim to share of father's land; TTie 
percentage of all widows who have inherited 
land from their father is higher in south India 
(18 per cent) than in north India (8 per cent). 

(3) Claim to share of husband’s land: Of 
thOK widows whose husbands owned land. 


S2 pa cent in south Inditiepoiied tlnctthey 
exercise use rights over a shue of their 
husband’s land, compered with only 51 per 
cent in noith India. 

(4) Participation in gainful employment; 
In terms of the pnmary occupation of the 
households with widows, a far higher 
percentage of households in south India (47 
per cent) than in north India (24 per cent) 
reported wage labour as (heir pnmary 
occupation." 

it is plausible that these and related factors 
play a role in enabling widows in south India 
to lead a less deprived life than their north 
Indian sisters, and contribute to the 
particularly high mortality rates of north 
Indian widows, discussed above. 

Prom-rty Rights 

In his opening remarks to this .session. 
N R Madhava Mcnon noted (hat the issue of 
property rights is exceedingly complex 
because (he distribution of property rights 
IS governed largely by customary law rather 
than by statutory law. In regard to statutory 
law. he noted that the British colonial 
government did not touch matrimonial or 
inheritance laws and that the Indian 
government has not been able to introduce 
a uniform civil code. However, (he Indian 
government has been able to '.seculanse' 
much of Hindu inheritance law; the 
implications for Hindu widows is that their 
inhentance rights have been extended from 
limited estate or use nghts (until their death) 
to full estate or ownership rights. But, as 
Mcnon concluded, statutory taws cannot be 
easily enforced and customary law still 
prevails across must regions and social groups 
in India. 

In her presentation on the practice of 
leviratic remarriage in colonial Haryana. 
Prem Chowdhry argued that customary law 


itself is subject to negadadtm and iimeir* 
pretation. In regions a sociad groups where 
the demand for women's labwr and feili* 
lity is high, such as among (he peasant 
castes in Haryana in the colonial period, the 
remarriage of widows through levinte was 
encouraged as a means of controlling their 
productive labour as well as their fertility 
and (heir propeity (as non-remarried widows 
were granted use rights to their husband’s 
share of land). In other regions and social 
groups, where the demand for women's 
labour or fertility is low, widow remarriage 
is prohibited. What is notable about 
custom.Try law, according to Chowdhry, is 
not only the differences across regions and 
social groups at a particular point in time but 
also differences within regions and social 
groups across time. In fact, she argues, 
customary law or customs arc constantly 
being “shaped, challenged and reshaped by 
patriarchy to fit the particular needs of a 
community” (1994:1). 

In a study of the land rights of widows in 
two villages in Rajasthan. Shobha end 
Ramesh Nandwana found that 17 out of 57 
widows had land registered in their own 
names in the record of rights register. Of 
these 17. two had the land registered in their 
individual names and IS had the land 
registered jointly in the names of themselves 
and their sons. The two widows who had 
land registered in (heir individual name had 
no sons. The Nandwanas noted that even 
when land is registered in a widow's name, 
cither individually or jointly, she is typically 
not allowed by her in-laws or sons to sell, 
mortgage, or transfer the land. The 
Nandwanas then described the land regis¬ 
tration process in Rajasthan, noting why 
widows find it difficult to claim (heir land 
rights, and made several recommendations 
aimed at better protection of these rights 
(sec Appendix). 


Tx»lf 9-MARiTAt .Status and Labour PoRri; pAiiinpATiON in Rurai. Imtha. 19*1 


Age Croup 

Propunion of All 
Widows in 
Specified Age 
Croup 

Labour Force Participation 
Rales (Proponion of 'Main 
Workers' in the Total 

Female Population) 
(Percentage) 

Proportion of 
Agricutiural Labourers 
among Women who 
Participate in Labour 
Fofce (Percentage) 

Married 

Widowed 

Married 

Widowed 

10-14 

0.1 

1* 

22 

.12 

63 

I.S-19 

0.3 

23 

36 

53 

63 

20-24 

0.7 

24 

39 

51 

59 

2.1-29 

1.4 

23 

44 

.10 

56 

.to-34 

2.1 

27 

47 

50 

54 

3.1-.39 

39 

28 

47 

49 

52 

40-49 

1.1.0 

27 

39 

48 

.12 

.10-59 

22 8 

22 

27 

46 

52 

60+ 

.13.3 

13 

to 

44 

48 

All ages 

l(K).0 

25 

22 

50 

51 


Note: The average labour force participation rate of widows is lower ihan that of mamed women, 
even though the oge-spectfic paiticipation rates of widows are higher ihar those of married 
women in the same age group, becau.se widows tend to he conccniraied in the older age 
groups. 

Simn f. Compiled from various Census of India 19X1 repons 



In their study of the property rights of 
widows in two villages in Muzzaffarpur 
district of Bihar, Seema Misra and Enakshi 
Thukral examined the perspectives of the 
widows themselves and of the revenue 
department ofTicials in that area. Irrespective 
of their caste, all the widows interviewed 
declared that they were rightful heirs to 
their husband’s share of land and defined 
their right ('huq') as use rights rather than 
ownership rights. However, whether the 
widows couk) actually exercise their use 
nghts depended on a number of factors: the 
age of the widow, whether she had children, 
the sex and age of her children, the interests 
of thedead husband’s lineage, and the position 
taken by the widow's parents or brothers. In 
brief, widows without children faced the 
most difHculty in exercising their rights, and 
widows with sons had the least difTiculty. 
But the rights of widows with sons amount 
to guardianship over the land until their 
sons mature, and maintenance from the land 
after their .sons mature, llie local officials 
expressed knowledge of the provisions of 
statutory law (which guarantee full estate 
rights to widows and daughters) but tended, 
through their actions and decisions, to 
reinforce the local status quo or customary 
practice (which grants only limited rights 
to widows and few rights to daughters). 
Misra and Thukral concluded that local 
bureaucratic practice reinforces local 
customary practice to effectively deny 
widows and daughters their statutory nght 
to full ownership over a share of their 
hu.sband’s or father’s land.'^ 

To illu.strate the social risks and legal 
hurdles widows face when they try to secure 
(heir propeny rights, three sets of case 
studies were presented. Based on her 
experience as a social and political activist 
in Maharashtra, Neclam Chore presented 
ca.se studies of two widows who Hied legal 
cases against their in-laws for depriving 
them of their right to their husband’s share 
of anccsiral laiid. In one case, (he in-laws 
had physically beaten the defiant widow; 
in the other, they had tried to alienate the 
widow's son from his mother. Neelam 
Chore then described the work of (wo 
Pune-based organisations. Krantikari 
Mahila Sanghatana and Stree Aadhar 
Kendra, which have helped widows seek 
legal council and police protection in their 
struggle to secure property rights and 
maintenance rights. 

Drawing on her experience as a .social 
activist and researcher. Bela Bhuia submitted 
two notes to the scs.sion on property rights. 
The first included three case studies of 
widow’s property nghts in practice. In each 
instance, the in-laws of the widow sought 
to deny the widow hrn' rights to a share of 
her hu^and’ s ancestral land through physical 
intimidation or worse. In one instance, the 
widow was beaten. In another, the widow 


was doused with boiling water and her neck 
was cut. In the third instance, the widow was 
brutally murdered. 

The second note addressed the issue of the 
land nghts of widows under the resettlement 
and rehabilitation programme of the Sardar 
Sarovar project (also known as the Narmada 
Dam proje^). 'The rehabilitttion package 
prescribes that a widow who has lost her 
husband before 1980 cannot be counted as 
a household head but must be considered as 
a dependent. 'This implies that such widows, 
even if they are registered land owners 
(‘khatedars’), and even if (hey have no sons 
to suppon them, are not entitled to land or 
housing. In some cases, the sons of widows 
clas.sified as dependents have been resettled 
in sites distant from (heir widowed mothers. 
In a few such cases, the sons resisted moving 
to resettlement sites uMil (heir widowed 
mothers were compensated, hut were ignored 
by the resettlement officials. Bela Bhatia 
ended her analysis with a compelling 
question; how are displaced widows who 
arc not compensated and who are separated 
from their sons (or have no sons) expected 
to survive? 

As discus-sed by N R Madhava Menon in 
his concluding remarks to this session, 
many issues relating to the property rights 
of widows in rural India call for further 
investigation. Outstanding questions in¬ 
clude the nature of property rights under 
customary law in different regions and 
among different social groups, the com¬ 
promises that are made between customary 
law and statutory law, the conditions under 
which widows are able to claim their rights, 
the strategies used by others to depnve 
widows of their property nghts, and the steps 
that can be taken to protect property rights. 
The.se arc important issues for further 
research. 

SoaAL Securitv 

The session on ‘social security’ included 
two types of presentations: soriK commented 
on various schemes to promote the social and 
economic security of widows;o(hC(s analysed 
the causes of insecurity among widows. 

In his opening presentation, S Guhan 
offered a useful framework for considering 
various social security measures for widows, 
differentiating among: poverty alleviation 
measures targeted at thoM widowed women 
who are also poor (eg, protection of property 
rights; allotment of land and housing; 
government employment: access to credit); 
survivor benefits for widows in general or 
for widows from poor bousehoklt or speci¬ 
fied occupational groups; life insurance; 
rehabilitation and training schemes; and 
pension schemes (for widows above 30 
who have no adult sons). Ouhan ended his 
opening comments with a rough calculation 
of what it would cost the govemmem of 


India to provide a monthljf penaioft of 
Rs lOOanKSMfitolOpcrcemofaHwidowa:.., 
above SO and survivor benefits for deaths . 
which occur in the income-earning age 
group (20-60 years): an annual bill of 
Rs 900ctore (including overheads), or 0.1 
per cent of India’s gross domestic product 
(GDP) of Rs 9,00,000 crore. 

Iqbal and Leela Guiati discussed social 
support for widows under three pension 
schemes in Kerala: the Destitute Ok) and 
Widow’s Pension Scheme, the Agricultural 
Worker’s Pension Scheme, and the Special 
Pension Scheme for the Handicapped. Their 
analysis focused on (he proporfjon of 
widows covered under these schemes, (he 
adequacy of pension entitlements, and 
financing issues. According to their 
calculations, about “half the number of 
widows in poor households of Kerala are 
curremly covered by the three pension 
schemes” (Guiati and Guiati 1994:3].*’ In 
regard to the amount received, the Gulatis 
calculated (hat the current pension 
entitlements enable a widow to oixain her 
rations from the puMic distribution system 
(which provides limited quantities of 
foodgrains, sugar, edible oil arid kerosene at 
subsidised prices), with some cash left over. 
The pensions, therefore, represent a 
significant source of independent support 
for widows who live as dependents, but they 
do not enable a widow who heads a house¬ 
hold to support others as well as herself. In 
regard to the financing of these three pension 
schemes in Kerala, the Gulatis calculated 
that if pension entitlements remain un¬ 
changed in real terms, the burden on the 
state exchequer in 2001 would be about S 
per cent of the total annual government 
expenditure. This proportion should not be 
considered too high, concluded the Gulatis, 
given that the state government will be 
spending four to five times as much on 
pensions to retired government employees. 


Tasle 10; PES-CAriTA ExperaimiitE by 
Housbholo Size and Tvre-RiiBAL Imna. 
1986-87 


HouKhold 

Size 

Per Capita Expenditure <Ri per 
month), by Household Type 

Male- 

Headed 

FehmIc- 

Headed* 

Widow- 

Headed 

1 

224 

I6S 

138 

2 

161 

IS2 

147 

3-4 

130 

129 

120" 

.5-6 

113 

112 

l» 

7-10 

104 

104 

na 

104- 

99 

92 

fUl 

All Sizes 

122 

1.3.5 

1.32 


Nous: * IncliNHaf all ‘widow-headed’ home- 
hoMi. 

* ApMoxinialian based on the average 
KR for bunseholds of tire 4-.3. 

Stmrrr. S|ierij|liabulaiioaorilie42iid round of 
the Natloml Sample Survey (I9S647) 
byPVSriaivasaa. 
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wlioii&auintbrisl«MdimQ|h«#^ 
nufober of beiief}darws(wkk>w and others) 
covered by (he three social security schemes 
under consideration. 

Estfara Prasad discussed the imple¬ 
mentation of the Destitute Widow’s Pension 
Scheme in one district of Tamil Nadu. After 
noting (hat the coverage of widows under 
(he scheme was uneven within the district 
(with two more developed and accessible 
talukas accounting for SO per cent of the 
beneficiaries). Eswara Prasad described in 
telling detail (he exacting and somewhat 
contradictory criteria which a widow has to 
meet in order to qualify for the scheme, and 
the intimidating and time-consuming 
bureaucratic hurdles (hat arc involved in 
filing an application for a pension. As the 
author comments, in order to qualify for the 
scheme a widow “must he single; have no 
children: earn less than Rs l(X) per month: 
be physically unfit to work; should not beg; 
should not own a house: etc” (Prasad 
1994:10). However, to get the pension a 
widow “must be capable of applying for a 
pension: willing to visit the taluka office 
several times and put up with apathy of the ‘ 
officials; must be extremely patient and wait 
for long periods till enquiries are completed 
at each stage; must be capable and willing 
to spend money out of pocket; and so on!” 
(1994: 10-11). 

In contrast to the limited provisions and 
inefficient administration of most state 
pension schemes, Reema Nanavaty described 
a pilot comprehensive insurance scheme for 
women established in 1991 by the Self- 
Employed Women’s Association (SEWA) 
in Gujarat. Known locally as the Karya 
Suraksha (Work Security), the scheme 
provides insurance against the death of a 
woman who joins (he scheme (Rs 3,000), 
agaiast the accidental death of a member’s 
husband, against illnesses which require 
hospitalisation, and against damages to homes 
and tools or equipmem (up to Rs S,000). To 
be covered under the scheme, each member 
must pay an annual premium of Rs 45 (for 
annual coverage), or make a one-time 
paymem of Rs SSO (for life-long coverage). 
To date, some 7.000 self-employed women 
have subscribed to the scheme. 

After these presentations which focused 
exclusively on social security schemes for 
widows, Varsha Bhagat and Mihir Bhalt 
presented studies which included data on the 
insecurity of widows as well as obsovations 
on existing or potential social security 
schemes. Varsha Bhagat reported on a 
survey of 131 widows in four distrias of 
Gujarat and on a 1993 convention ('sam- 
melan’) of some 450 widows, divorced and 
deserted women. The survey focused on 
widows from scheduled castes, landless 
families and other disadvant^ed seaions 
of the population. The vast majority (over 
7Spercent)ofthe 13) widows surve^ lost 
their husband Irefore the age of 4S, are 


Ulherare, ismik as wage hdMMSHm. aiid earn 
less than Rs SXWO per year. However, only 
18 were benencitfies of the stale govern¬ 
ment’s scheme for rehabilitating d^tuic 
widows, deserted, or thvorced women. In 
fact, a majority of the widows surveyed had 
at best a vague idea of the existence and 
terms of this seteme. After presenting case- 
studies of three widows which illustrate 
some of the limitations of family or 
community-based systcrasof social security, 
Varsha Bhagat talked about problems rela- 
(ingto the rehabilitation scheme for destitute 
women, including; lack of public awareness, 
narrow eligibility criteria, inadequacy of and 
discrepancies in the amount provided, 
unrealistic rehabilitation and (raining 
objectives, and problems in implementation. 
Many of these problems were quite similar 
to those reported by Eswara Prasad forTamil 


Mida. $he conduded widi« practical plan 
of action in support of destitute widows, to 
be taken up jointly by toe sute government 
and non-government organisations.’lliis plan 
of action includes measures to addre» the 
basic survival needs of widows, and also to 
provide skills training, vocational (rainii^ 
and credit to widows (and their children), to 
provide legal aid to widows, to provide life 
and housing insurance, to develop a savings 
scheme for widows, and to offer residential 
housing and pensions to elderly destitute 
widows. Some of these measures have been 
incorporated in the participants’ recom¬ 
mendations listed in Appendix I. 

Mihir Bhatt’s report on a 1993 survey of 
148 widows in Banaskantha District 
(Gujarat), presented on his behalf by Reema 
Nanavaty, focused on the impact of both 
widowhood and drought on poor women. In 


TaBU: I I: iNnOENCir nr PoVEBTV (’HEAD-OOUhTT BATIO’) BV HOUSEHOLD TyK. FOB DvrEBENT LEVELS 
OF ‘Economies of .Scaie’ in Household Consumption 


Type of HouMhold Head-Count Ratios, for Diflereni Values of the 

•Economies of Scale’ Parameter (k) 
MeanPCE iSTo l551 kkt.t 


1 Male-headed 

123 

.57 (6) 

.21 (2) 

.04(1) 

2 Female-headed 

135 

.51 (3) 

.23 (3) 

.08(3) 

(a) Widow-headed 

133 

.53(5) 

.27(4) 

.10(4) 

1 Living with others 

128 

.51 (3) 

28 (5) 

.12(5) 

li Living alone 

158 

35(1) 

.35(6) 

.35(6) 

(b) (Xher female-headed 

140 

49(2) 

.17(1) 

.05 (2) 

All households 

124 

.57 

21 

.04 


Note The numbers in brackets indicate the ranking of different household groups by head-count 
ratio, with * I' denoting the least poor group and '6' denoting the poorest group. 

5«ur('e' Spcial tabulation of the 42nd round of the National Sample Survey (1986-87) by P V 
Srinivasan (Indira Gandhi institute of Development Research. Bombay). The ‘head-count 
raiio‘ is the proportion of households with ‘adjusted PCS' below a specified poverty line. 
'Adjusted PCE‘ is defined as x* = X/nS where X is total household expenditure, n is the 
household size, and k is the “economies of scale parameter" (thus, adjusted PCE is simply per- 
capita expenditure for k ^ I. and total household expenditure for k = 0). 

Table 12; Maiob Penshw Schemes in Kebala, 1991-92 

Pension Scheme Eligibility Monthly Expenditure Number ^imaied No of 

Conditions Allowance Incuned of Pension Widows 

(Rs crore) Recipients Among the 

(lakh) Pensioners 

(lakh) 

91-92 91-92 91-92 


Destitute and 

Age: above 65 for destitute 

Rs 6.5, plus 

14.01 

1.83 

1.22 

old widows 

ekleriy: no age limit for 

Rs 5 for 





widowhood. 

widows with 





Income: not to exceed 

one or more 





Rs too per month. 

Family support: no relative 
above the age of 20. 

children 




Agncttitural 

Age: above 65 years. 





workers 

Intsmc: not to exceed 

Rs I.SOO per year (including 

Rs70 

18.97 

3.35 

1.34 


income of umarried children). 




Phyucally and 

Disabiiiiy: miniiiMm 40 





mentally 

per cent as certified. 

Rs8S 

8.23 

0.84 

0.03 

handicivped 

Income: (i) faimly’s annual 
income not to exceed 

Rs 5.000. and (iDbenefici- 
ary's monthly income not 
to exceed Rs 75. 






5ti«rre.‘Adi8)tedfromGulaliaiidCHlati(l994),Tables I and 2. The authors estimate the number of 
widows below the poverty line in Kerala was aound five lakh in 1991-92. 
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line wilhthe results of other empirical studies 
in north India. Bhatt found that only a small 
proportion of widows had remarried (in this 
case, two out of 148). although nearly half 
were widowed before the age of 40. and that 
more widows lived with their sons or on their 
own (46 per cent) than with their parents or 
own relatives (31 per cent) or with their 
parents-in-law or relatives of Ihcir deceased 
husband (20 percent). In contrast with Marty 
Chen's findings. Mihir Bhatt found that the 
percentagenf widowsengaged in agricultural 
wage work dropped from 40 per cent bclore 
widowhood to 15 per cent at the time of the 
survey Bhatt attributes this drop to local 
caste norms regarding women's work outside 
the home, especially alongside men only 
one-third of the widows he surveyed reported 
that they could work alongside men; one- 
third reported that they could not work 
alongside men. and one-third reported that 
they could work alongside men only under 
certain conditions (most notably, that the 
men were from theirown. not their husband's, 
family). Given these rcstnctions on their 
employment opportunities, widows who head 
households arc often among the must affected 
when a drought iKcurs. Indeed, over 2.3 per 
cent (41) of the widows rc|x>rled that they 
could not lind enough work during the most 
recent drought to meet their consumption 
needs, lour reported that they had to break 
ca.stc norms to take up ’men's’ work, two 
were forced to .sell animals, and two were 
foreed to sell land.'" 

Empi.oyment and Livi-liiiood 

The session on employment and 1 1 velihood 
explored two related i.ssues. the relationship 
hctwtx'n widowhwd and poverty, and the 
relationship between widowhood and 
employment. In connection with the first 
theme. Jackie Loh described the preliminary 
findings of an analysis of National Sample 
Survey data (1986-87) by P V Srinivasan. 
Jean Dreze. and herself (these findings have 
already been discussed in above). LeclaGulali 
then presented some longitudinal data on the 
relationship between widowhixKf .ind poverty 
in a slum area of Trivandrum. Kerala. She 
noted a relatively high incidence of 
widowhood in the low-iiicomc area: widows 
represent 9.1 per cent of the total female 
population in Kerala, but 1.3.6 per cent of 
the total female population in the study area. 
Leela Gubiti al.so noted that all the widows 
in the study area are aware of the pension 
schemes but only 22 percent are bcnel iciaries 
(compared to an estimated 40-50 per cent 
for the state as a whole), that not all sons 
can afford to support a widowed mother 
(casual labourers are least able todo so): that 
a majority of widows have to manage on 
their own. and that the needs ol widows 
include not only economic security hut also 
physical security, help with children's 
education, and self-respect. 
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These opening presentations on the 
relationship between widowhood and poveny 
were followed by five presentations on the 
relationship between widowhood and 
employment. D V Rukmini presented the 
results of a 1992 survey of4,500 households 
in Haryana conduc'tcd by the National Council 
of Applied Economic Research (NCAER). 
This survey IcKuscd on households with at 
least one female member working outside 
the home Rukmini reports that in the 15- 
59 age group, the labour lorce participation 
rate of widows is iiighcr than that of married 
women among the scheduled castes and 
tribes, but lower than that of other women 
among the backward and upper castes. The 
labour force participation rate is also higher 
among widows than among mairicd women 
in rural areas, but the reverse applies in urban 
areas 

Alice Thomcr reported on a mid-1980s 
study ol 523 working class women (from 
357 households) in Bombay city, of which 
86 were widows. Of the 86 widows, 32 were 
over 60 years of age, and only 19 of the 
remaining 54 were involved in gainful 
employment, eight in domestic services, 
.seven in petty trade, two rolling 'bidis'. and 
one reading the Koran to other women 
(another two were looking lor work at the 
time ol survey) What struck Thomcr was 
the fact (h.it out ol 21 households which had 
no male earners, 12 were headed by widows, 
also, unlike other working class women in 
the sample, the widows were not engaged 
in factory work, while-collar work, or con¬ 
struction work, and nor had they found work 
as sweepers, artisans, or caterers Ckhana- 
walis'),*’ These findings, highlighting the 
restricted nature of guinlul employment 
opportunities lor widows in urban areas, are 
consistent with the findings that have emer¬ 
ged from Marly Chen's study lor rural areas 
(see above). 

In Us report entitled ‘Shram Shakii'. the 
National Commis.sion on Sell-Employed 
Women classified women's work into the 
following categories: unpaid family work: 
wage labour outside the home; contract work 
or piece-rate work at home, independent (or 
sell-employed) work; and the exchange of 
goods and services in kind. Using this 
classilication. Renana Jhabvala's paper 
(pre.sented by Rccma Nanavaly) explored 
the implications ol widowhood for the work 
and income of each category of women 
workers. The worst al fccicd. in her judgment, 
arc often the unpaid family workers, as they 
olteii have no independent access to credit, 
skills, markets or alternative occupations 
(1994.6). However, the situation of women 
who work tor wages outside the home can 
also be ijuite precarious, especially in the 
rural areas, as participation in wage labour 
often depends on being able to work alongside 
one's husband. In stone mining, lor example, 
the adult male members of the family dig 


(Hit and breait (he large slonea (irhite wbnieti 
break them into smaller pieces. A widow 
either has to give up such work or attach 
herself to the work team of another family 
where she gets paid only the lowest wages 
for breaking the stones. In household 
production, too. men often do certain tasks 
which women are not accustomed to doing 
for .social or physical reasons: for example, 
men typically plough the land so that, when 
widowed, women often have to lease out 
ihcir land. Even if the death of the husband 
docs not allcct the working conditions of the 
woman, a widow often has to work doubly 
hard and even take on new work to com¬ 
pensate for the loss of her husband' smeome. 
Jhabvala concluded with a description of 
SEWA's work and of how membcrtihip in 
such associations can serve to strengthen the 
employment, income. scKial .standing, and 
individual confidence ol women (including 
widows). 

Drawing on her experience with a union 
ol domestic workers in Madras. .Siddama 
described two types of domestic work and 
howwidowsarccxploitcdundereach Within 
theirown families ortheirdcceased husband's 
tamilies. widows arc oflgn expected to work 
long hours at domestic chores (seen as the 
‘n.itural duty' of women, especially widows 
and destitute women), but arc still considered 
as a burden' on the household. When they 
work as domestic workers in other people's 
homes, widows often work long hours at 
bclow-minimum wages with no medical 
benefits, child care support, or retirement 
benefits. Because domestic work in urban 
areas is often one ol the few jobs available 
to women, and bccau.se most employers will 
not let women keep their children with them, 
many widows have to put their children into 
orphanages when they migrate to cities in 
search of work. 

Based on similar involvement with a 
union of construction workers, Gcctha 
Ramakrishnan described the situation of two 
widows who arc constniction labourers. 
Maniammal. now 75 years old, worked as 
a construction labourer from the age of 10 
until she was 74. Although she was at the 
forefront of the construction labour 
movement, she receives no pension as a 
retired construction worker (as both the 
state and central governments have failed to 
respond to the construction workers' 
demands), and she had to fight with the 
revenue department for one year before she 
was granted a pension ol Rs 75 per month 
as a destitute widow Unable to survive from 
this pension alone, much less to repair the 
roof of her hut, ManiamtnkI had to resort 
to begging. Saviiri, u young widow, lives 
with two young children in a city slum. To 
supplement her earnings from construction 
work, her children have had to go to 
work and she ha.s become a prostitute. As 
Gectha Ramakrishnan concluded, social 
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oppreaim ^ eecmomfe expioitatiM go BuMilingQnCtuknvHl)r‘saRalysis. Abha in-lawsMdinnheritthem (somelimeiiblis^ 
hand in hand. BhaiyaoiTeredacompanHiveperspecttveon on accusations of witchcraft): ban on 

widows and other single women based on remarriage among some castes: demand for 

SoriAi. RcFoaM AND Collective Action an anaiysis of patriarchal control over bride-price upon remarriage in other castes; 

women’s .<iexuality. fertility, labour, and high costs of death ceremonies (pmticuiarly 

lnheropeningtetnarks.ShobhaRaghuram. property and of patriarchal images and the'mrityubhoj’ordeathfeast);bureaucratic 

the chairperson for this session, noted that dertnitions of womanhood. According to hurdles in securing a pension; and tack of 

thcprevioussessionshadprovkJedaglimpse AbhaBhaiya, the patriarchal ideology which opportunities for vocational training. In 

of only the “lip of the iceberg” and that the underlies the identity and construction of response to these problems. Seva Mandir 

iceberg itself consi.stcd of a complex set ol womanhood is mitigated by class, caste, and members have helped widows to remarry, 

issues relating to the image and identity of ethnicity but, primarily, by marital status, obtain pensions, find jobs, light legal battles 

womcningcnerallnotonly widows)inlndian The purposeofpairiarchy is to control women over land, and. in one instance, they even 

society. Raghuram then laid out an agenda through the institution of marriage. When helped a widow to defend herself against 

of i.ssucs for the session on social reform and her husband dies, a woman’s identity and suspicions of witchcraft by socialising and 

collective action, including; the impact on situation changes dramatically. Among the eating with her. 

widows of images and terms used to label upper castes, where women arc valued only Uma Kulkami spoke about the current 
them (what Raghuram referred to as for their reproductive role and where high efforts ofthc Karnataka branch of a national 

“linguistic oppression”); the need to create fertility is not valued, widows have no women’s programme. Mahila Samakhya. to 

opportunities for widows to come together legitimate identity. Among the lower cusics, organise and support rural women (including 

and redefine their image (as women with wherewomcnarevaluedrorihcirprnduciivc widows).Inlhecourscoforganisingwomcn, 
dignity and nghis); (he need to create a role and fertility is more highly valued, the staff of Mahiia Samakhya. Karnataka, 

“culture of resistance": and the need, most widows arc needed lot their ptiwcrs of have adopted several strategics to promote 

critically, to imitate a public debate on production and reproduction However, a more positive image of widows. In the 

whether widows need to be infcgraicd into Bhaiya argued, widowhood should not be early days of their organising work, widows 

Indian society (as currently structured and allowed to overshadow the problems ot used to withdraw when the oil lamps were 

dcrincdlorwhcihcrlndianscKietyilscll needs women wiihiit mamage or the problems of lit dunng any ntual function. The Mahila 

to be ‘'reformed”. other single women. All single women face Samakhya activists asked the other women 

In her presentation, which examined the common problems, including not being to think about why widows fell compelled 

cultural and ideological consirudion of recognised as hcaJsoflhcirown households, to withdraw and asked the widows to explain 

widowhood, LImaChakravarty cxplorcdtwo being seen as available for domestic labour what they felt. Then, the activists began to 

related quc.siions; why widowhoi^ in India in the household in which they live, and ask widows to inaugurate meetings by 

IS constnicTcd us social death (that is, why having no :iOcial or cultural iKcasions on lightingthcoilfampsandtoaskoiherwomen 

widows arc treated as having no social, which to come together. to garland and apply kumkum to widows 

individualorscxualidcntiiyland why,despite Alter this insightlul discussion of (who arc otherwise forbidden to wear flowers 

a common underlying ideology, dificrent patriarchal contiol by Chakravarty and or‘kumkum’). Gradually, the self-esteem of 

castes treat widows in dilTcrcnl ways. Lima Hhaiya, the session turned to various ciTorls the widowed members of Mahila Samakhya 

Chakravarty summansed the underlying logic to socially (and economically I‘rchabililaic' increa.scd. Now. il men comment on the 

of why widows arc expected to remain widows Rilu Mcnon pie.scnicd the lindings behaviour ol widows at Mahila Samakhya 

celibate and chaste and to lead ascetic ol a study .she had undertaken with Kamla mcclings.thcmcmhcrsol MahilaSamakhya 

lifestyles in this way: widows, especially Bhasinonihcrolcolihc.statcmrchabiittaiing confidently challenge them, 
youngwidows.arcsccnasscxuallydangcnnis women who were widowed at the tune ol Bela Bhaiia described recent cITotts to 

(as having the potential to disrupt, pollute, purtiiion.Earlystaleinilialivcstorchabiliiaic organi.se widows in rural areas of Bhiloda 

and di.scredit their dead husband's lineage partition widows, she argued, diltor in some taiuka in north Gujarat, jointly led by two 

and society at large) and must, therefore, be important respects Irom current citoris to non-government organisations: Shramjivi 

‘neutered’ or unsexed. The defacing of organise various wcllarc .schemes lot widows Samaj.aloc.il union of agricultural workers, 

widows is particularly marked among (he and other destitute women. In particular, and Sctu (the Centre lor Social Knowledge 

upper castes, such as the havik brahmans in bccau.se the widows of 1947 were ‘widowed and Action, based in Ahmedabad). In 1988, 

Kamataka.in which women have no socially by history’, it was accepted that their well- women activi.sts Irom Sctu and Shramjivi 

valued role other than their reproductive being was the rc.sponsihility ofthc state, and Samaj organised a mass gathering (sam- 

rolc. Among the lower castes, such as the also that they needed not )ust temporary mclan) of single women at the taiuka 

chuhras in littar Pradesh, in which women relief but a means ol supporting themselves headquarters in Bhiloda. This gathering was 

are valued fur (heir productive as well as tor the re.st of their lives. The critical an opportunity lor single women to come 

their reproductive role, widows are allowed dil Icrcncc. Mcnon argued, is that in the im- together, share ihcirconccrns and voice their 

to remarry and remain incorporated in the mediate aftermath of partition the re- demands to local government officials. More 

social and economic order. Chakravarty hahililaiion ol widows was considered a than .MK) women participated, most of them 

concluded that the patriarchal forqtuialions necessary part of social reconstruction. In widows. They agreed on a detailed list of 

of appropriate behaviour for widows of high contrast, the current provisions of social demands, which included the effective 

castes and widows of low ca.stes retlccted. security tor widows arc cunsidcTcd “mt>rc implementation ol pension schemes - until 

and were structurally integrated into, the akin to handing out dole, with all its then virtually non-functional in Bhiloda 

ideology and materiai relations of the caste dcmeaningimplications"|MenonandBhasin taiuka. Alter the sammclan. and acting on 
system: a system in which the upper castes 1994:151. ihcscdcmands. Shramjivi Samaj helped more 

coukliestrktUieirownreprochictioninorder Chandra Bhandan described the current ihan3(X)widowsa.swcllasoverlOO(k.siitute 
to rethtce pressure on the physical resources efforts ol a non- government organisation in elderly women to get pensions from (he state 

under their control while encouraging the Rajasthan. Seva Mandir. to mganisc and government. Shramjivi Samaj also enabled 

lower cosies to reproduce (albeit while .support rural women (including widows). In widows and other .single women to get ration 

funiyaiihg (be ■fex tial motes ol the lower the course of their work, Seva Mandir cards in their own name, to get their name 

castes) in order to increase the hOman members have come to recognise specific entered in the oHicial list of persons below 

resources under (heir control. concerns of widows, including: attempts by thepoverty linc.togctjustandproperreseltle- 

September W- 1,995 2447 





mcnt (in the case of widowed ousiees of the 
Guhai dam), to build links with other 
women’s organisations in Gujarat, and even 
locontesi gram panchayat elections. Despite 
their success in addressing some of the 
problems voiced by destitute single women, 
the women of Shramjivi Samaj and Selu 
recognise that many other problems remain 
unaddressed, including; the denial of land 
nghts: the needs of the children of destitute 
single women; the persistence of child 
marriage in the area (which leads to 
widowhood even among female children); 
the continued influence of negative social 
attitudes towards widows; and the need for 
basic changes in the formulation of pension 
schemes. This experience in Bhiloda taluka. 
however, offers an encouraging example of 
the possibility of active mobilisation of 
widows and other single women in rural 
areas. 

Public Action 

In the closing session of the conference, 
a panel of representatives of the conference 
participants tone from each of the main 
sessions) presented a.set of recommendations 
regarding future action, policy, and research 
in support of widows. A panel of repre¬ 
sentatives from the workshop (four widows 
and a local woman activi.st) also presented 
a charter ot demands made by the widows 
themselves. These recommendations are 
presented in Appendix I. It should be made 
clear that not all conference participants 
agreed with all these recommendations. They 
are not presented here as a collective charter 
of demands, but rather as a .set of possible 
directions of future action and re.scarch. 

By way ol conclusion, we would like to 
reiterate that the concerns oi Indian widows 
cannot be dissociated from those of other 
single women, or indeed from those of women 
in general. Widows do experience special 
difficulties and depn vations, connected, inter 
alia, with the restnction.s that are impo.scd 
on their lifestyle and the persistence of 
negative social attitudes towards them. In the 
context of social science research, it is right 
to give attention to widowhood as a particular 
cause of deprivation. And. in the context of 
social action, it is nght to organise and support 
widows in their specific demands (eg. relating 
to pensions, property rights and other 
entitlements). But this does not mean that 
action has to take the form of working for 
or with widows in i.solation from other 
women. As the studies and personal 
te.stimonies summarised in this paper amply 
dcmonsinile,lhereareintimate links between 
the predicament of Indian widows and a 
wide range of patriarchal institutions such 
as patrilineal inheritance, pairilocal residence 
and the gender division of labour. The cause 
of widows must be seen as an integral part 
of the broader battle against gender 
inequalities. 


AmNDix: Recommendations of 

pARTiaPANTS 

In this appendix, we list the recommenda¬ 
tions made by the workshop and conference 
participants. As explained in the concluding 
section of the paper, these recommenda¬ 
tions should be interpreted as suggested 
directions of future research and action, 
rather than as collective demands agreed by 
all participants. 

Recommendations oi: Conference 
Partiohants 

Property Rights 

Several participants recommended that 
ail land should be regi.stcrcd jointly in the 
name of both husband and wife, but there 
was no general agreement on this recom¬ 
mendation. Other suggestions made by dif¬ 
ferent participants included the following; 

(1) TTic iransicr of property should lake 
place automatically and quickly after the 
death of the husband; that is, the widow's 
name .should he automatically entered in the 
land records upon the death of the husband 

(2) Further, if the husband’s share of land 
is still held jointly with his father and/or 
brotherfs). mutation and partition of the 
holding shrn'Id lake place simultaneously. 
The responsible tchsildar should be made 
responsible for ensuring that mutation and 
partition take place. 

(3) The land registers or records need to 
be updated and routinely maintained in the 
light of these recommendations. 

(4) Landless widows should he given 
pnoi ity when there is allocation of cultivable 
land by the government. 

(5) Further, when land is allotted to marned 
couples, it should he registered jointly in the 
name of both husKhnd and wife. 

(6) Modern legislation relating to the 
property rightsof widows should be enforced. 

(7) The Hindu Succession Act I9.S6should 
be amended to revoke the provi.sion according 
to which a man is allowed to will away his 
entire property. 

(8) Stale tenancy laws need to he reviewed 
for specific biases against women in general 
and widows in paiticular 

(9) Land reform acts need to be reviewed 
for specific biases against women in general 
and widows in particular.'* 

(10) The state should intervene in ca.ses 
of bigamy (because only the first wife can 
flic a.suit against the husband) and of Icviratc 
(because enforced remarriage through 
Icviratc IS one way of depriving a widow of 
her property rights). 

(11) Awareness of modem law should be 
promoterl, and women should be helped to 
enforce their legal inheritance rights. 

(12) Research on the following issues 
should be undertaken: 

- options available to women regarding 
inheritance and remarriage, and women’s 


motivation in titling a choice between 
various options; 

- the working of the joint ’patu’ system, 
where it has been iMioduced; 

- customary practices, and how they 
interfere or interact with statutory law; 

- the gap between the theory and practice 
of .law, and how the divergence can be 
reduced; 

- why women have internalised the notion 
of property rights as a male right; 

- the tactics used by others to deprive 
widows of their inheritance rights, and the 
steps that widows can take to exercise these 
rights. 

Social security 

There was wide agreement among the 
conference participants that social security 
should be considered in a broad sense, to 
include education and health for all. and that 
the goverameni of India should invest in 
developing social security systems as an 
important dimension of economic develop¬ 
ment. Sonne participants called for com¬ 
prehensive social security schemes for 
widows. S Guhan offered a framework for 
viewing comprehensive social .security for 
widows within the context of broader anti- 
poverty and pro-women policies: a gradation 
of measures that proceed from wider to 
narrower specificity. 'The various recom¬ 
mendations of the conference participants 
fit into that framework as follows; 

(1) ‘Anti-poverty mea.surcs’, under which 
widows should be given preferential 
treatment; land redistribution; allotment of 
house sites and houses: health schemes; 
public disinbulion; employment guarantee 
and self-employment programmes: aedit 
schemes. 

(2) 'Pro-women measures’, which would 
benefit widows as well as other women, e 
g female education, enforcement of laws 
relating to minimum age at marriage, and 
protection of women’s property rights. 

(3) 'Rehabilitation measures’, targeted 
specifically at widows, such as vocational 
training, adult education, awareness camps, 
legal counselling, provision of assets for 
self-employment, residential housing for 
elderly widows. 

(4) 'Social security measures’, which ate 
designed for and/or targeted to widows, 
including; survivor benefits (in the form of 
social assistance provided by the government, 
or subsidised life insuranceextended to niral 
areas); calamity insurance (c g insurance of 
housing, land, animals, tools, trees and other 
productive assets); unemployment insurance 
(e g, unemployment compensation for 
working widows); pensions (monthly 
allowances for all wi^ws, or for widows 
without adult sons); short-stay homes for 
widows. 

There were a number of specific recom¬ 
mendations in regard to pensions: 

(1) Pensions should be viewed as. 
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cntid<iti>enls.'not as a‘dole. 

(2) Pension entitlements should take the 
form of legal rights, enforceaUe in court, 
rather than of ad hoc transfers dcpcndeni on 
the good will of the state. 

(3) Pensions should be given for life (rather 
than only for a few years, as currently applies 
in most states), and the monthly allowances 
should be raised. 

(4) A decentralised and reliable delivery 
system for pensions should be developed. 

(5) Tte central government should provide 
support to state governments and non¬ 
government agencies involved in the 
rehabilitation of widowsorin providing social 
security bcnctlts to widows. 

(6) Consideration should be given lo the 
case for iinivcrsalising widow pensions (i c. 
giving pensions to all widows, rather than 
insisting on particular eligibility criteria), as 
a means of preventing the abuses and 
bureaucratic hurdles that inevitably ari.se 
when eligibility conditions arc introduced. 

Employment and Livelihood 

In addition to the social security measures 
listed in the preceding section, the following 
recommendations emerged from the session 
on ‘employment and livelihood’. 

(1) Labourers, including working women, 
must get a fairdcat and participate in decision¬ 
making with government and employers. 
Women must have at least proportionate 
representation on tripartite boards. 

(2) Jobs in the organised sector should be 
reserved for widows. 

(3) Unemployment allowance, linked to 
the price index, should be provided to widows. 

(4) Day care facilities should be provided 
in every economic sector and unit. 

(5) Primary education should become 
compulsory and stipends should be provided 
for children's education. 

(6) The perception of women as workers 
should be promoted, because ultimately every 
woman is a worker. The media, non¬ 
government organisations, and trade unions 
all need to ensure that the image of women 
(and widows) is changed. 

Social Reform and Collective Action 

The recommendations from the session on 
‘social reform and collective action’ included 
the following: 

(1 )Women need sot identity as autonomous 
individuals rmd as citizens of the country. 

(2) Women require a lime and space at the 
grass roots level to meet, organise, and 
unleash their own power for change 

(3) The state should support rather than 
oppose women who act as agents of change, 
and protect them from repressive violence. 

(4) Non-government organisations should 
be sensitised to examine the actions they are 
taking lo support widows, their own role in 
perpetuating patriarchy. 

(5) Existing schemes needtobe redesigned 


to include mechariisms where^ women have 
better control over resources. 

Demands of Workshop PARTiaPANTS 

During the week-long discus.sions and 
exchanges among 33 widows from nine 
state.s, two issues became very clear: that all 
the widows voiced certain common demands, 
and that these demands covered basic material 
needs as well as the need for identity, dignity 
and respect. The demands pul forward by 
widows during the last session of the 
conference included the following: 

(I > Housing: including automatic transfer 
of the conjugal house to the widow's name 
upon the death of her husband, or allotment 
of house site and housing by the government. 

(2) Land: including automatic transfer of 
land (and other property) to. the widow's 
name upon the death of her husband. 

(3) Jobs: including automatic transfer of 
husband’s job to the widow (or her son) and 
training plus subsidies for self-employment 

(4) Education for their children: including 
scholarships; stipends to cover the costs of 
books, uni form.s, and transport; and boarding 
facilities. 

Notes 

t These events were planned and co-ordinated 
by Many Chen of the Harvard Imsliluie for 
International Development. Important 
cfMitributions to their organisation were made 
by several people. includingGitaSenand Bina 
Naidii of the Indian Institute of Management. 
Bangalore, which hosted both events; Abha 
Bhaiya and Shanli of Jagon and Lokshini 
Krishnamuny of Alarippu. who helped plan 
and run the workshop. 

2 Sceparticularly|}iczc(l990),Chcn(IWIb), 
Chen and Drexe (1992), Chen (fonheoming) 
i Mahila Samakhya is a national programme of 
“women'scqualily andempowerment through 
education", with branches in five states. 

4 Ports of this section also draw on Dreze 1990, 
Chen 1991, Chen and Dreze 1992. and the 
literature cited in these studies. 

.S Government of India 1993:71. The reference 
year is 1991. 

6 The some trend of concurrent expansion of 
longevity affects the agedistributioR of widows, 
with widowhood becoming more and mote 
concentrated in the older age groups. The 
relationship between widowhood and aging, 
which raises important issues of its own. is 
investigated in Leela Gulati's contribution lo 
the conference (1994). 

7 The fact that mortality rales are higher 
among widowed men and women than among 
their married counteiparts should not be 
interpreted as definite indication of a causal 
link between widowhood or widowerhood 
and increased mortality. Other explanations 
can be advanced for the observed associations. 
For instance, ifhusband and wifeare exposed 
to a similar epidemiological environment, 
the stales of teing widowed and having a 
relatively high risk of moitdiiy may both 
reflect an unfavourable epidemiological 
environment (ratherthan a causal association 
between losing one's spouse and increased 
moitalityi. 


8 Rir further disciBrion. see 1>rcxe(l99(H and 
Ctwn and Dratx: (1992). 

9 It is interesting to note thtt a very large 
proportion of wiikiws who letnanied (67 per 
cent) lost their second hushond. TMs is likely 
to leflectthe fact lhatawidow’ssecond husband 
is often a man who is much older than her, 
or suffers from some illness or physical 
disability (sec the discussion of “remartiage 
practices” further in this section). 

10 In many parts of India, particularly in tribal 
communities, widows ore sometimes killed at 
witches. The underlying motivation appears 
to be economic: the accuseni and murderers 
are often male relatives, typically step-sons or 
brothers-in-law. who want tocontrol her land. 
It is leporled that in the Jhaikband region of 
Bihar. 0(9.3 cases of .Sonthals killed by Santhab 
over a 3fl-year period, 46 were witch-killings; 
of which 42 were women, most of them widows 
with land [Kelkar and Nathan 1991]. See also 
Bhatia (1994b) for some case studies. 

11 Another important aspect of the remarriage 
issue IS the freedom torrfuse forcedlemairiage, 
e.g. in the form of an ascribed leviratic anion. 

12 On north-south contrasts in kinship systems, 
and their implications for women, see Karve 
(l%.3). Sopher(i9g0), Miller(l98l), Dyson 
and Moore (1983), Kishor (1993), among 
others: also Dreze and Sen (forthcoming), and 
the literature cited there. 

13 It should be noted that much the same levels 
of wage labour participation obtained before 
widowhood os well 

14 ThepradiceofinheriiancerightsinniralBihar, 
as reported in this .study, is strikingly similar 
to the situation found by Jean Dreze in the 
village of Palanpur in western Uttar Pradesh 
(some aspects of inheritance practices to 
Palanpur are desenbed in Dreze. 1990). In 
both contexts, the primary fact seems to be 
that a widow is regarded as having only use 
rights lo her husband's land as guardian of her 
sons, until they grow up This seems to reflect 
the continued influence of cusionury law, 
with modern law being either ignored (If it it 
known at all) not only by the village communily 
but also by local officials. 

1.3 This compares very favourably with the 
coverage of eligible widows under the pension 
schemes for destitute widows in other stales. 
In her sample. Chen found that 10 per cent 
of all widows and 23 per cent of widows 
without adult sons (on impoitant criterioa for 
eligibility tn most states) actually received 
pensions. Interestingly, the proportion of 
widows who had received pensions was about 
twice as high among upper-caste widows as 
among scheduled-caste widows. 

16 In her study of the 198.3-87 drought in one 
village of Ahmedabod district in Gujarat. Chen 
(1991) found that no productive assets, other 
than trees, were mortgaged or sold. She 
attributes this to the effective presence of relief 
works, in which all cosies except the brahmans, 
traders, and shepherds participated and in which 
more women than men participated. 

17 From their analysis of a longitudinal dMa set 
(basedon t98.3aixl 1992 surveyslof pavement- 
dwellers in Bombay city. Madhura 
Swaminothon and Tara Ramkumar (1994) 
found that the two households that suffered 
downward mobility were headed by widows, 
that a large number of the ‘chronii^ly poor’ 
households (five out of eight) were heacM by 
widows, and that the women in the sainple 
participated in a narrow range of occupations 
and had limited oppomuiities for occupational 
mobility 
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18 Forexampic. land ceiling aox should be appl.cd 
only 10 coming incinhcrx of a houischold so 
, ihal a dependent widow tor woman) docs not 
lose her only asvel 
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Sod^ Security for IVidows 

Experience in Kerala 

IS Gulati 
Lecia Gulati 

In practically all the states there have been in existence schemes addressing the destitute old and widows since the 
early 1960s. During the / 980s several states extended social security arrangements to physically and mentally handicapped 
persons and to agricultural workers. Kerala is one of these states. This paper discusses these schemes in Kerala from the 
standpoint of the social security they provide to widows in the .state. 


SOCIAL .sccuriiy pensions are basically 
intended to provide income support to 
persons adversely afrected. by events like 
retrenchment, sicknesss, physical disability, 
old age and/or widowhood. In practically nil 
the statesof India, there has been in existence 
a scheme since early 1960s. addressing the 
destitute old and widows. The coverage ol 
the scheme, in terms of the proportion ol 
the population covered, dillcrs from state to 
stale principally because of the ceiling, on 
the maximum numhertobecovered. im|Hiscd 
explicitly or implicitly, by state governments 
out of rinancial considerations (Guhan 1990) 

Laid y. ho we vcr. I hc.se quantitai i vc cci 1 1 ngs 
have tended to be relaxed. In several states, 
they have been eliminated altogether, as is 
the case in Tamil Nadu and Kerala. Also, 
during the 19110s. several stales have extended 
social security arrangements not only to 
physically and mentally handicapped persons 
but also to the workers in the major 
occupational group, namely, agricultural 
workers, who could easily be classified as 
being on the lowest rung of the income 
ladder. Kerala is one ol these states. A separate 
scheme. Agricultural Workers' Pension 
Scheme, was introduced in Kerala in 1980. 
The scheme for the physically and mentally 
handicapped was introduced in the state in 
1982. 

In addition, quite a number (30 nr so) of 
contributory pension and welfare funds 
catering to various occupational groups 
exist in Kerala, with a membership of over 
10 lakh Also, as many as 2.6 lakh persons 
received unemployment assistance in 
1991-92 [State Planning Board 1993). 

Covcrace of Pension Scoeme 

The coverage of three major social security 
pension schemes in Kerala, (I) Oestitute Old 
and Widows Pension Scheme. (2) 
Agricultural Workers Pension Scheme, and 
(3) Special Pension Scheme for the Handi- 
capp^,amountedto61akhpcrsons(Tablc I). 
This was the number of persons drawing 
one of the listed pensions in 1991-92 
Asa proportion of the total number of 
households in Kerala, the families drawing 
these pensions represented 12 per cent (i c. 
one ineighti). The coverage of simila'schemes 
taken together in Tamil Nadu worked out 


to ^5 lakh in 1991-92 (Guhan 1990, Prasad 
1994) which, as a proportion of the state’s 
total number of households, worked out to 
5 per cent In this sense, the coverage of 
wellarc pensions in Kerala could be said to 
be more than twice as large as in Tamil Nadu. 

Since to quality for pensions under these 
schemes, the persons concerned and their 
families have to fulfil the criterion of 
maximum income, it can safely be assumed 
that they all belong to families below the 
poverty line. The number of households 
below the ptweny line works out to 16 lakh 
in Kerala going by the estimates ol incidence 
of poverty by the Planning Commission’s 
Expert Group (headed by D T Lakdawala). 
The total coverage of the three welfare 
pension schemes would work out to be 37.6 
per cent. On the other hand, according to 
a recent house to house survey in the state 
organised in 1990 for the identification ol 
families eligible for assistance under rural 
anil-poverty programmes, ii was found that 
there were 17.86 lakh tamilies below the 


poverty line in Kerala. On the assumption 
that three-fourths of the beneficiaries under 
the three pension schemes were rural based, 
the combined coverage of the three pension 
schemes can be said to extend to one-quarter 
(25.31 per cent) of the rural families below 
the poverty line in the .state. 

The question still remains whether the 
coverage by these pension schemes of even 
37.6 per cent of the poor families can be 
considered adequate. If not, can an increase 
in coverage be considered realistically? To 
probe these questions it is necessary to look 
at the disaggregated information. We shall 
do so with respect to widows. 

CnVERAOE OF PfXIR WIDOWS 

As can be seen from Table 1, the 
distribution ol the pension recipients, 
separately under each of the three pension 
schemes was I 82 lakh under the scheme for 
the dc.siituic old and widows. 3.35 lakh 
under the scheme for agricultural workers 
and 84 5 thousand under the scheme for 
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Pension .Scheme 

Eligibility 

Monthly 

Exp Incurtvd 

Number of Pension 


Conditions 

Rale 

(Rs crore) 


Recipients 



Pension 





(in lakh) 




90-91 

91-92 

92-93 

90-91 

91-92 92-93 

1 1) Destitute 

A/ie Above 65 ye-us 

Ks 65 plus 






old and 

foi destituie old No age 

Kv 5 for 

12 77 

1401 

15 94 

1 82 

1 83 1.87 

widows 

liinil (or widows 

widows 







/liLfwif Nol lo exceed 

wiih one 







Rs l(X)p m Family 

or iiU)rc 







.Support .Should have 
no relatives above ihe 

children 







age of 20. 







i2) Agnculiu 

Age Above 60 year- 







ral workers 

Ini mne Annual incomi; 
of lainily (including 
income of un-morned 
sons and daughters) not 
to exceed Rs I..500 

Rs70 

29 14 

18 97 

26 90 

.3 24 

.3.35 3.41 

(3) Physically 

Disability: Minimum 







and mental¬ 
ly handi¬ 
capped 

40 per cent as c'cnified. 
liicime: (i) Beneficiary's 
monthly income not to 
exceed Rs 75, and 

Ks 85 

8,75 

8,23 

89 

0 76 

0.84 0.90 


( 11 ) Family’s annual income 







not lo exceed Rs .5.(X)0 







Total 



5066 

41 21 

SI 79 

5,82 

6.02 6 18 


Stiune. tiiimiutiu'Review. 1991.1992and 1993.SlaicPIanningBoard.CovernineniolKerala. 1992, 
1993. 1994. 
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physically and mentally handicapped. It is 
not unlikely that there will be some overiap 
between these pension schemes in the sense 
that some old men or widows might qualify 
for pension under more than one scheme. 
But (he schemes would not allow the same 
family to draw mure than one pension, given 
the income or family support criteria. We 
hazard our estimate (Table 2) of the widows 
benefiting under the three schemes on the 
assumption that a widow draws pension 
under only one of the three schemes. 

Of the 1.82 lakh recipients of pension as 
destitute old and widows in 1990-91. two- 
thirds ( 1.22 lakh) were widows. It is assumed 
that the same number of widows were 
drawing pension under this scheme in 1991 - 
92 when the total number of pensioners was 
1.83 lakh. The proportion of women receiving 
pension as agricultural workers, out of the 
total number of 3.3S lakh beneficiaries, was 
given out as 58 per cent for 1989-90, the 
only year for which such information is 
published in official documents (State 
Planning Board 1991]. Assuming that 69 per 
cent of the women receiving the pension for 
agricultural workers were widows (here the 
assumption is that the incidence of 
widowhood among women over 60 is the 
same among agncultural workers as in the 
stale as a whole) the number of widows 
eovercdunderthisparticular.schemein 1991- 
92 could have been 1.34 lakh. It should be 
added that while the qualifying minimum 
age under the destitute old and widows 
scheme is 65 years, for agricultural workers 
the qualifying age is 60. As for the possible 
number of widows among the handicapped 
pension recipients, we assume that all the 
beneficiaries of the scheme were women and 
of these female beneficiaries the propoition 
of widows is the same as in the stale's total 
female population (9.1 per cent for 1981). 
The number we get by this method is 3.8 
thousand. Thus the number of widows 
receiving pension support in Kerala would 
add up to 2.60 lakh. 

This number has to be seen in the context 
of the existence of poverty in the state. 
Going by the estimate of die incidence of 
poverty in Kerala as worked out by the 
Planning Commission’s expert group and 
given the overall incidence of widowhood 
per household in the state, the total number 
of widows in families below the poverty line 
should be around 4.5 lakh in 1991 -92. With 
the number of widows in the state who were 
in receipt of pension support estimated by 
us at 2.6 lakh, the coverage of widows of 
poor families is obviously not total. The 
coverage of poor widows under the three 
pension schemes in the state works out to 
nearly 60 per cent (57.5 per cent). The 
coverage would however work out to be 
lower if one goes by (he estimate of poor 
households recently reported (State Planning 
Board l993)on the basis ofahouseto house 


survey. As stated already, acconUng to this 
survey rural families below the poverty line 
were as many as 17.86 lakh. On this 
assumption that the incidenceof widowhood 
per household is the same as for the state 
as a whole, the coverage of rural workers 
of (he three pension schemes would work 
out to 40 per cent. It should be added that 
even this lower estimate of coverage is 
predicated on the important assumption that 
(he number reported officially as beneficiaries 
under the three schemes are in actual receipt 
of the pension amount. 

Inadequacy of Pension AiuouNr 

We turn now to the question of the 
adequacy or otherwise of the amount of 
income support extended through the three 
pension schemes discussed in (his paper. 

As can be seen from Table I. (he amount 
of pension admissible varies somewhat from 
scheme to scheme. For the destitute old and 
widows the monthly entitlement is Rs 65, 
lor (he agricultural workers it is Rs 70 and 
for (he handicapped it is Rs 85. For the 
destitute widows an additional entitlement 
of Rs 5 per month exists for those with one 
or more minor children. If one were to 
compare the pension entitlement with the 
going wage rate in the state for unskilled 
workers (Table 3) the amount a pensioner 


draws is equivalent to less dian two days*^ 
wages formenMdtwo-and-htffdays' wages 
for women. For the handicapped pensionen 
the relative position is somewhat better, be 
they men or women. Still, judged by the 
criteria of (he going wage rate for unskilled 
workers, the pension entitlements are grossly 
inadequate. 

There is, however, another way of looking 
at the question of the adequacy of pensioners’ 
entitlements, namely, theextent to which the 
pension amount can meet the basic food and 
other requirements of the pensioners. In 
Kerala state, the public distribution system 
is quite comprehensive in its coverage of not 
only the urban households but also the rural 
households (Sttte Planning Board 1993], 
Limited quantities of foodgrains, sugar, 
edible oil and kerosene are made available 
to holders of rationcards at controlled prices. 
Until recently, the controlled prices of 
foodgrains were considerably below those 
prevailing in the open market. The 
entitlement to foodgrains on the strength of 
ratio cards could be taken to meet almost 
all the calorific requirements of a non¬ 
working adult. Assuming (hat the average 
food requirements of an'old person would 
thus be met, particularly when he or she is 
not engaged in much income-earning physical 
adi vity, the ration quantity could perhaps be 


Table 2: Estimate of Widow Pensioners under Three Maior Pension Soiemes in 
Keraia State, 1991-92 


Pension .Schemes 

Total No of 
Pensioners 
<1991-92 in lakh) 

Estimated Number of 
Widow Pensioners 
(in lakh) 

Remarks/ 

Assumptions 

Oestilule old and 

1 83 

1.22 

Estimated on the assumption 

widows 

Agncultural workers 

3.35 

1..34 

that the proportion of widows 
is the same os in 1990-91, ie, 
68 per cent. 

Calculated on the assumption 

Physically and mentally 

0.84 

0.04 

that (1) The proportion of 
women drawing the pension is 
.58 per cent os in 1989-90, and 
(2) 69 per cent of these women 
were widows. 

The assumption is that (1) half 

hiuidicapped 

Total 

6.02 

2.60 

the number of pensionen under 
this scheme consists of women, 
and (2) 9.1 per cent of the 
women pensionen were 
widows, the same proportion as 
applied to the total female 
population. 


Sttun-e: Ecmumiic Review 1992, State Planning Board, Govemnient of Kerala, 1993. 



Table 3; Average Daily Wage Rate of Unshlleo Workers in Kerala 



Agricultural Sector 
(Paddy field woiken) 

Constructioit' 

Sector 



Mole 

Female 

Mate 


Female 




Rural Urban 

Rund 

tlrban 

1990- 91 

1991- 92 

35.77 

41.38 

21.11 

26.30 

.37.00 37.0 

39.71 41.63 

30.00 

31.64 

34,32 


Stmree: Ecimomic Review 1992, Stale Plaming Board, Govemmeni of Kerala, 1993. 
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noi that inadequate for an old pensioner as 
could be the case for a working adult. 

This, however, could not be valid for a 
young widow pen.sioner and much Ics.s so 
when she has one or more minor children 
to take care of, though her pension amount 
is enough to buy her own ration quantity. 
Young widows with children tend to he in 
the labour force doing work that is extremely 
demanding physically like working on 
construction sites, as brick loaders nr doing 
earth work and their calorific requirement is 
much higher. 

In terms of adequacy, even for old 
pensioners, the underlying assumptions has 
to be that he or she is living with his/her 
family so that his or her other needs including 
his accommodation are taken care of. In.such 
cases where a pensioner is living with his/ 
her family, his/her pension cntiilcment, 
however small, makes him/her less a burden 
andihuscnhanceshi,s/heracceptability among 
his/her family members and neighbours. 

It ought to K' added that if the pension 
amount remains fixed, but the issue prices 
of the Items disinbuled through the public 
distribution system keep rising, the real value 
of pension entitlement naturally declines 
In Kerala, the la.si upward revision in pension 
entitlement was made in 1991 when the 
pension entitlement lor the agricultural 
workers was raised from Rs 60 to Rs 70 per 
month. On the other hand, the issue prices 
have been raised more than once ever since 
and the increase in the issue prices of 
loodgrains in Kerala m the course of the pa.si 
three years has been m the range of SI per 
cent to 75 per cent. 

Financing or Pi:nsions 

All the three pension schemes discussed 
above are financed out ot the state 
government's budget Nofinancial assistance 
is received for the purpo.se from the central 
government 

The total amount paid out as pension under 
these schemes was Rs 41.21 crorc in 1991- 
92 (this figure, however, was rather low 
compared to the figure of Rs 50.66 crore for 

1990- 91 and Rs 51.79 crorc for 1992-9.^) 
which as a proportion of the total state 
government expenditure in that year worked 
out to only I 2 per cent (lor 1992-9,7 the 
proportion works out to the same, taking into 
account the higher outgo of Rs 51,79 crore 
since the total government expenditure had 
also registered a corresponding increase). As 
a proportion of the state domestic product 
(SDP) the amount paid out under the three 
welfare pension schemes composed around 
0.3 per cent. 

It should be added here that the state 
government's expenditure on service 
pensions (the pension paid to retired 
government employees), whose number in 

1991- 92 was ah^t 2 lakhs, was as high as 
Rs230crorc. Thas the average service pension 


wOTked out to 13 times the average payment 
to beneficiaries of the above mentioned 
welfare pen.sions. 

On the assumption that (I) the critena for 
eligibility under the three pension schemes 
was so liberalised as to include all widows, 
young and old, in the families below the 
poverty line, and (2) the pension amount was 
raised toRs 100 per month, the total coverage 
under all the three .schemes taken together 
would have increased from 6 lakh to 8.5 lakh 
andthctoial expenditure involved on pensions 
would have amounted to Rs 102 crore. Still, 
the expenditure on these pensions would 
have worked out to 0.75 per cent ol SDP and 
3.4 per cent of the total expenditure during 
1991-92 ol the slate government. 

Projections for the future show that the 
proportion of the aged (60 +) in the sl.ilc's 
total population will go up from the present 
7.55 percent in 1981 to 10.2 percent in 2001 
[Gulati 1992). Naturally, thcrclorc,there will 
be an increase, proptulionally greater than 
the slate's total population, in the number 
of persons entitled to pension under the 
schemes addressing the aged, among whom 
the percentage ol widows is found, at present, 
to be quite large A.ssuming that incidence 
of poverty (as measured by the proportioo 
below the poverty line) remains unchanged, 
there is bound to be some increase in the 
proportion ol ihc stale government 
expenditure necessary to be allocated lor 
payment ol social security pensions at the 
r.aics now prevailing, but the incrca.se is 
unlikely to be more than marginal, from 1.2 
tx;r cent in 1991-92 to I 6 per cent in 2(X)I 
The assumption being made is that the total 
government expenditure increases only as 
per the trend witnessed over the recent years. 

If It were decided to liberalise the aforesaid 
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pension schemes on the tines suggested abow^ 
with the entitlement kept in real terms, the 
burden on the state exchequer in 2(X>I will 
certainly be higher It will be in the vicinity 
of 5 per cent of the total annual government 
expenditure, a proportion that cannot be 
regarded high considering that the stale 
government will be spending 4-5 times as 
much on service pensions payable to just 
about one-quarter ol the number of 
bcncliciancscovcrcd underthesocial .security 
pensions. The arguments ol linancial 
con.straint against liberalising the social 
secuniy pension schemes and cxiendingthem 
to all poor widows obviously do not hold 
much water. It should be .added that thc.se 
arguments are equally. if not more, applicable 
to the other states ot India, some of whom 
arc financially much better placed than Kerala 
and still all of them lag considerably behind 
Kerala in regard to social security mea.sures. 

References 

Eswara Prasad. K V (1994) ‘Social Secuniy for 
Dcsliluic Widows in Tamil Nadu’, paper 
prepared for ihc Conference on Widows at 
Bangalore 

Cuban. S( 1990). 'Social Security m India', Af//)5 
• Hulleiin 

Gulali. Leela (1990). ‘Agricultural Workers’ 
Pension in Kerala', Et iiiinmu and Potimut 
Weekly. 

-(1992) ‘Dimensions of Female Aging and 
Widowhood'. El tmumii andPolitieal Weekly, 
October 24-.a I 

-(1994) ‘Widowhood .and Aging', paper pre¬ 
pared for (be Conference on Widows at 
Bangalore 

Slate Planning Board (1991) Enniom/e Review, 
1990. 

-(199.3) Eionnmii Rcvien. 1992 
-(1994) Eidiinmu Renew, 1993 


Selection of Articles from Economic and Politual Weekly 
General Editor: Ashok Mitra 

Poverty and Income Distribution 

Edited by 

K S Krishnaswamy 

Contributors 

Mahfouz Ahmed * Pranab K Bardhan * G S Bhalla * Krishna 
Bharadwaj * Nikhilesh Bhattacharya * G K Chadha * G S Chatteijce 

♦ V M Dandekar * D N Dhanagarc * S Guhan L RJaln * N SJodha 

★ V M Rao A Nilakantha Rath ★ Amaitya Sen A K Sundaram A S D 
Tendulkar A D S Tyagl 

pp viii + 420 Rs 240 
Available from 

OXFORD UNTVERSn'Y PRESS 
Bombay Delhi Calcutta Madras. 


Weekly September 


30. 1995 


2453 



Need versus Supply of Drugs 

Anant R Phadke 

It is not primarily inadequate expenditure on drugs that is responsible for the unmet drug needs of the people, but 
the use of irrational and unnecessary drugs and the irrational use of raHonal drugs. A study of drug expenditure in 
Satara district of Maharashtra hears this out. 


IT IS often pointed out that the per capita 
drug consumption in a developing country 
like India is quite low as compared to that 
in the developed countries. The drug 
companies want drug consumption in India 
to increase from the current estimated Rs 
7.000 crorc to Rs 15,000 crore by the year 
2000 AD. But this estimate is not derived 
from any study of the actual needs ol the 
Indian people based on the prevalent rates 
of all the di-scascs in India We Ihcretore 
decided to make such a need-based estimate 
of drug requtrement for Satara district 
(Maharashtra) as an example We are unaware 
of any study which has estimated the drug 
needs at district level or above in a sy.stematic 
manner on the basis of c.sti mated morbidity 
load 

Satara district was selected for the 
following reasons. We took into 
consideration its socio-economic 
development, si/e o( the civil hospital 
(number and beds), existence of cottage 
hospitals, expenditure on drugs and logistic 
convenience for undertaking a study there 
TheCentre for Monitoring Indian Economy's 
Index for district socio-economic 
development was taken to classify districts 
in Maharashtra as highly developed, 
averagely developed and underdeveloped. 
The districts falling in the averagely 
developed class were selected for application 
ol other criteria f-rom the Performance 
Budget of the Government of Maharashtra 
19‘)0-91, mtormation on the sanctioned beds 
in the civil hospital ,ind expenditure for 
drugs were obtained lor the averagely 
developed districts Bclorc doing the linal 
selection, the logisticakonvenicncc to study 
the district Iroml’une city where our research 
stall w.is located was kept in mind. Satara 
district in the western part ol Maharashtra 
lullilled the above criteria belter than other 
distriits Table I shows its characteristics. 
We earned out this excreisc of estimating 
drug needs ol .Satara district in two stages. 
We first estimated thedrug nc'cds lor curative/ 
symptomatic care if the patients coming to 
PHC-OPD were to be treated rationally and 
adequately This need was compared with 
the avcragcdrug supply to PHC s for curative/ 
symptomatic care during 1991-92 m Satara 
district 

In the second stage of our exercise, we 
estimated the drug needs tor Satara distnet, 
if nil the patients in Satara district were to 
be adequately and rationally treated and if 
all children and mothers in Satara district 
were to be given adequate preventive 
medication in a maternal and child health 


(MCH) programme This need was compared 
with the total .sale of drugs of Rs 21.28 crorc 
during 1991-92 in Satara district. 

The first step in this cxcrci.se was to 
calculate the number of ill jrersons who 
come to PHC-OPD for medical relief This 
was done as follows. 

In the first phase of the study, drug supply 
data ofnincPHCs (out of69) were collected. 
Out of these nine PHCs, we wanted to select 
six PHCs for this .study; two each from 
average, backward and developed areas But 
only two out of these nine were in the 
averagely developed area and one of them, 
the Bawdhan PHC, had a very low OPD 
attendance. One PHC Irom backward area 
was selected to replace the Bawdhan PHC. 
The Pimpode PHC from developed area was 
also excluded due to low OPD turn-out and 
the Aundh-PHC Irom backward area was 
dropped because ol very poor records in that 
PHC. The final selection was as follows; 
PHCs from backward area - Khatav, Mayani, 
Vaduz. PHCs from average area - Bhuinj; 
and PHCs from developed area - Indoli, 
Undale. 

The average annual OPD attendance in 
these PHCs in Satara distnet ts 7.774. To 
get a minimum average sample of more than 
100 cases, an approximate S per cent sample 
was taken, i e, every 20th case-paper from 
the case-papers of 1991-92 was selected, 
.starting from a random number. The condition 
lor which treatment w«s .sought during the 
last visit as noted on the casc-papCr along 
with the age of the patient was noted down 
by the pharmacist-investigator. Analysis of 
these data gave us the estimated disease- 
wi.se frequency of patients coming to PHC- 
OPD Since overall aim of this excrci.se was 
to estimate drug-needs of this morbidity 
load, the patients were grouped into three 
age-groups - 0-5 years. 6 to 12 years and 
above 12 years. In order to calculate the cost 
of an adequate and rational drug treatment 
for all the cases coming to PHC-OPD. 
standard prescriptions were prepared on the 
basis of Indian medical text books, with the 
helpof concerned experts for the 92 common 
conditionsencountered in these prescriptions. 
Then the costs of drug treatment for these 
92 common conditions were worked out on 
the basis of rate contract prices. 

The detailed standard drug treatment cost 
estimates for each type of disease reported 
at each of the six PHCs selected for study 
were worked out. T able 2 gives the summary 
of these results. Table 3 gives the details 
of this exerci.se for one PHC (Bhuinj) by way 
of example. (Table 3 contains, by way of 


example, only the first five and the last five 
items from the original table.) This estimate 
excludes cost of drug-therapy for TB and 
leprosy because the PHC-OPD routine case 
paper records do not contain a record of TB 
and leprosy patients. These recordyare kept 
separately. 

Table 2 shows that the average drug 
requirement tor curaiivc/symptomatic care 
tor patients seeking treatment at PHC-OPD 
during 1991-92 was Rs 67,418 per PHC for 
these six PHCs; Rs 11.68 per patient. As 
mentioned earlier, we have not included here 
the drug cost for treatment of tuberculosis 
and leprosy. But this small deficiency would 
not materially affect the argument given 
below about thedrug needs of patients coming 
to PHC-OPD. 

We have also worked out as an example 
the requirement of different important, 
commonly used drugs for Bhuinj PHC and 
have compared this with the actual supply 
to Bhuinj PHC during 1991-92. The 
categorywise (as per categories of ^s.sential 
Drug List of WHO) requirement and supply 
for Bhuinj PHC has been given in Table 4. 
This table illustrates in a very concrete way 
the categorywise .shortlalls and imbalances 
in the supply of drugs to a PHC (Table 4 
contains by way of example the first lour 
and last four items from the original table.) 

SiioiAtau. at PHC 

m 

Let us compare the need of Rs 67,418 per 
PHC fordrugs for curative/symptomatic care 
with the drug supply to these six PHCs as 
worked out in the first purl of the larger 

Tabit. I. Critmia for .Sh ktkin of Di.strict 

Maharashtra Satara 
Average 

The CMIE index 


(All India t(X)) 

163 

93 

Average no of beds in 
non-teaching Civil 
Hospital-Ch (199(1-91) 

239 

2.35 

Average OPD attendance 
per day (CHs) (1990-91) 

631 

3.50 

Average daily expenditure 
on drugs per OPD patient 
(Civil Hospital) 

(1990-91) (Rs) 

.4.47 

7 

Average no of Indoor 
Patients per day (CHs) 
(1990-91) 

251 

233 

Average daily expenditure 
on drugs per Indoor patient 
(CHs)(l990-9l)(Rs) 

22 

20 

Distance from Pune kros 

- 

70 
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study. fer<heSrfcaf average 

ol Rs 37,134.38f«r PHC. We hive excluded 
ihc supply of ami-(ubcrcutar drugs for these 
six PHCs, since the estimate of the need 
cxcludwl anli-tubcrculardrugs. These supply 
data arc based on drug supply to PHCs from 
all sources. (PHCs do not get only Rs 15,(XX) 
to Rs 20,000 as mentioned in the Annual 
Report 1991-92 of the Zilla Parishad; more 
drug supply comes under various schemes ) 
Thus there is a shonfall of Rs 30.284 per 
PHC. 

This shortfall must be met by additional 
supply. The average rccurnng expense per 
PHC during 1991-92 a,s given in the 1991- 
92 Annual Report of Satara Zilla Parishad 
was Rs 0.363 million. The additional drug 
supply required would be only 8.34 per cent 
of this expenditure. Today PHCs do not cater 
adequately to the felt needs of the people 
torcurati vc/sy mptoniatic care. I f this is done 
by a mere 8.34 per cent increase in the PHC 
budget for rccurnng expenses, an important 
acutely Icit need of especially those poor 
people in rural area who seek medical care 
at PHCs would be fulfilled. Secondly, ii 


would increase the esteem for the |:^Uc 
health system and thereby Increase people’s 
co-operation in public health programmes. 

Increased drug supply to PHCs would 
need a change in the overall olTicial attitude 
and policy towards health care. It is true that 
prevention is better than cure. But it docs 
not mean neglect of ailments which are 
already there. The official policy 
conveniently makes precisely this mistake 
of neglect of curative/ symptomatic needs 
of the people, leaving it to the private sector. 
This attitude must change A government 
which collects huge taxes and doe.s not spend 
even a minimum 5 per cent of GNP (as per 
recommendations of the Health For All 
Strategy of the Alma Ata Conference) has 
no right to ask people to go to priv.iie 
practitioners for their curalive/symptomatic 
needs. At least pnmary health care needs 
must be necessarily met. 

The need of Rs 67,418 per PHC per year 
as calculated above is only a small part of 
the total drug needs of all the people in Satara 
district. This is because only a small 
proportion of patients go to the PHC. The 


rest go » prtvaie pra^ttwiers. diug 
needs for cumiive/symptotnatic care of fw 
total population has been worked oul In 
Table 5. For this we needed community*' 
based morbidity data. In India community^ 
based morbidity data for some diseases have 
been recorded But to our knowledge 
comprehensive morbidity data for all major 
and common diseases in India are not 
available However, some estimates of 
overall morbidity load in India are available 
(Park 1987, Duggal 1994]. We used these 
estimates in Table S for Satara district, since 
these data for Satara district are not available. 
The morbidity rate for this average district 
IS unlikely to be quite different from the all- 
India average. It will be seen from this table 
that drug requirement forOPD level curative/ 
symptomatic care (excluding TB and leprosy) 
for the total population in Satara district is 
in the range of Rs 92.97 to Rs 208.96 million 
with an average of Rs 151 02 million. To 
this IS to be added the cost of treating alt 
cases of TB and leprosy. 

In calculating the cost of adequate and 
rational treatment lor all the ca.scs coming 
to PHC-OPD, we had dclctc<t the cost of 
drug therapy for TB and leprosy, since the 
data for Ihc same were not available in the 
PHC-OPD routine case paper records. But 
in estimating the total drug needs for Satara 
district forOPD level curalive/sympiomalic 
caie. we ha VC to add the cost of drug therapy 
for these two Jisea.ses for all patients in 
Satara disinct Toeslimate this cost, wc need 
prevalent rate ol TB and leprosy in Satara 
disirici No such data arc available. We 
ihcrefore used i he pic valeni rate of 2 per cent 
lor TB as found in various surveys in India 
(Park 1990.132) and a prevalent rate of 6.37 
cases of lepro.sy per thousand population in 
Maharashtra stale The agewi.se break-up of 
the Satara population (0-5 years, 5-12 years. 


TARLk 2' MoRBinirs Djad at ittk I’HC OPD and .Standard Cost ok Treatmi.nt at Rate 
C oNTRAi*r I’rii I..S (1991-92) fOR .Six PHCs 


Name of 

Adult (above 12 yrs) Child (6-12 yrs) 

Child (0-5 yrs) 


Total 


PHC 













No 

Total 

Cost/ 

No 

Total 

Cost/ 

No 

Total 

Cost/ 

No 

Total 

Cost/ 



of 

Cost 

Case 

of 

Cost 

Case 

of 

Cost 

Case 

of 

Cost 

Case 


Cases 

(Rs) 

(Rs) 

Cases 

(Rs) 

tRs) 

Cases 

(Rs) 

(Rs) Cases 

(Rs) 

(Rs) 

Bhuinj 

.5420 

89125 

16 44 

1040 

5712 

5 49 

KKX) 

1655 

1 64 

7460 

96472 

(2 95 

Indoll 

.5460 

29590 

8 49 

920 

2192 

2 58 

580 

555 

0 92 

4960 

52115 

6 47 

Khatav 

46H0 

87544 

18 71 

880 

4859 

S 50 

420 

65 5 

1 51 

5980 

95016 

15 55 

Mayani 

5680 

66611 

18 10 

1120 

6602 

S 89 

840 

2582 

5 07 

5640 

75795 

15 44 

Undale 

2780 

28981 

10 42 

too 

1924 

6 41 

260 

856 

5 22 

5540 

51741 

9 50 

Vaduz 

5140 

54948 

10 69 

1020 

10505 

9 72 

1040 

9917 10 28 

7260 

75570 

10 58 

Total 

25160 5.56599 

14 17 

5280 

51774 

6 02 

4140 

161.56 

5 90 .54640 

404509 

11 68 

Average 

4195 

59455 

14 17 

880 

5295 6 

6 02 

690 2689 5 

5 90 

S775 I 

67418 16 

II 68 


TaBIF.I PREVAI.ENtT Ol DlStASIS REPORTED A1 PRIMARY HiALTH CtNIRf OPD 
AND Standard Cost ofTreatmeni at Rate Contract Pruts. 1991-92 


Bhuinj PHC 


S No Names of 

Cost ot 


Cosling for 



Cosling for 



Cosling for 



Costing for 


Disea.ses 

Treat- 


Adult Cases 



Child Cases 



Child Cases 



All Cases 



mcni Per 


(12 Yrs 

nr More) 


(5-11 Yrs) 



(Below 5 Yrs) 


Grane Tolal 



Adult 

No 

A as 

Cost 

A as 

No 

B us 

(’osl 

B as 

No 

Cas 

('osl 

as 

No 

T as Cost 

T as 


Case 

of 

Per 

ol 

Per 

of 

Per 

of 

Per 

of 

Per 

ol 

Per 

of 

Per of 

Per 


(Unit 

Adult 

Cent 

Adult 

Cent 

Child 

Cent 

Child 

Cent 

Child 

Cent 

Child 

CVni 

Tolal 

Cent Tolal 

('em 


Cost) 

Cases 

Total 

Cases 

Total 

Ca.scs 

Tolal 

Cases 

Tolal 

Cases 

Tolal 

C.lses 

Cost 

Cases 

ol C'asos 

Total 



(A) 

Cases 

in Rs 

Cost 

(B) 

Cases 

in Rs 

Cost 

(C) 

Cases 

in Rs 

(Rs 

A+B 

Total in Ks 

Cost 




7260 

(U) 

(Rs 


7260 

(bt 

(Rs 


7260 

UJ 

964751 

+C 

Casesa+b-fc 

(Rs 






96475) 



96475) 





= T 

7260 96475) 

1 2 

5 

4 

5 

6 

7 

8 

9 

10 

II 

12 

1.5 

14 

15 

16 

17 18 

19 

1 Abcess 

8.95 

20 

0 28 

179 

0 19 


0 00 


0(8) 


0 0(1 


0(XI 

20 

0 28 179 

0 19 

2 Abdominal pain 

0 28 

120 

1.65 

54 

0 05 


0 00 


0(H) 

60 

0 85 

6 

noi 

180 

2 48 .59 

004 

3 Acid peptic 

171.00 

80 

1 10 

1.5680 

14 18 


()(K) 


0 00 


0 00 


0(X) 

80 

1 10 15680 

14 18 

4 Allergic rash 

0 18 

60 

085 

11 

0 01 


0(X> 


0 00 


0 (H) 


0 on 

60 

0 85 II 

0 01 

5 Allergic rhinitis 

1 62 


0.(K) 


0 00 


().(K) 


0(X) 


0(MI 


0 (H) 


0 00 

0 00 

58 Stomatitis 

4.28 

60 

0 85 

257 

0 27 


0(K) 


0 00 

4t) 

55 

57 

0 06 

IIHI 

1 58 ,514 

0 55 

59 Tonsitiiis 

8,94 

60 

0.85 

556 

0.56 


0.00 


OfH) 


0 00 


0 (HI 

60 

1)85 5-56 

0..56 

61URTI 

7.56 

8(X) 

II 02 

5888 

6 10 

180 

2.48 

662 

0 69 

140 

1 9.5 

545 

0 56 

1120 

15 45 6894 

7 15 

62UT1 

42..50 

60 

0.85 

25.50 

2.64 


0.00 


0(X) 


OIK) 


OtHI 

r>o 

0 85 2550 

2.64 

Total 


5420 


Rs 


1040 


Rs 


1000 


Rs 


7260 

Rs l(K)00 





89125 




.5712 




1655 



96475 
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above 12 years) is required to calculate cost 
per case for these age groups. But such a 
break-up for Satara district is not available. 
We thcrelorc used the data for India, since 
such demographic data do not vary much 
within India. For cost calculations, we used 
the cost of treating these diseases as worked 
out in our mam study. 

Ii will be seen tromTableb that if all cases 
of luhcrculosis and Icpro.sy in Satara district 
were to he adequately and rationally treated, 
in l99l-‘.)2 It would cost Rs 27 .f I million 
.ind Rs 2.42 million respectively, i e. a lotal 
ol Rs 29.77 million Thus the total drug cost 
ol treating all OPD level cases (including 
TB and leprosy) in Satara district in a rational 
and .ideqii.ite manner in 1991-92 would be 
Rs I.SI 02 m + Rs 29.7.7 m = Rs 180 7i m 

To this is 10 be .iddcd the drug cost ol 
indoor cases As per the pcrlorinance budget 
ol government ol Maharashtra lor 1997-94, 
the drug cost ol indoor cases in the civil 
hospital and in the Karad cottage hospital 


was Rs 1.37 million and R.s 0.2S million, 
respectively, i e, a total of Rs 1.62 million. 
These two hospitals account for most of the 
indoorcases in the public sector. The number 
of indoor ca.scs in the private sector is not 
10 times that in the public sector as in the 
case of outdoor cases. But let us make a 
liberal assumption that the number of indoor 
cases in private sector is 10 times that in the 
public sector and hence the expenses for 
private indiKircases would he Rs 16.2 million; 
and the total lor both the sectors together 
would be Rs 17.82 million To this is to be 
added the cost of preventive medication. 

Drco Cost MCH Procrammi 

The next step in estimating the total drug 
needs of .Satara district is toeslimatcthedrug 
needs forprevcntion Preventive medication 
IS mostly iminumsation ol children and 
women and giving iron-calcium tablets to 
pregnant women. Thus, it means that all 
children and pregnant women arc covered 


in the maternal and child health programme. 
To get the cost of preventive m^ication for 
all children and pregnant women, we first 
worked out the cost of immunisation per 
child for primary and secondary 
immunisation and the cost of drugs for ante¬ 
natal care per pregnant woman. This cost 
multiplied by the total number of children 
and pregnant women in need of preventive 
medication gave us the cost of compreheasi ve 
preventive medication for the maternal and 
child health programme. 

The cost of this preventive medication has 
been estimated lor .Satara district in Tables 
7 and 8. In this calculation we have assumed 
that all children would be covered by 
immunisation, whereas only 8.? per cent 
coverage isadequatc for herd-immunity. But 
on the other hand, we have not made any 
allowance lor wastages. The extra 15 per 
cent vaccine that we have t.aken would take 
care of the wastages during transport and 
administration, etc. 


Tahu 4 t'Aiii.DRswish C'oMCARisoN .Si'KPi Y vrRsiiY Ni III (11 .SoMf IMPORTANT Drucs 'n APIordance with .Standard Drug Treatment Giiioei.ines. 

K'R Cases i oming to PHC-OPf). 1991 -92 
Bhuinj Pile 


s 

WHO Naineol 

N.iinc of 

Dull 

Adiill 

12 yrs 

Child 

7-12 y 

Child 

0-4 yrs 

Covernineni 

Tolal 

Total 

■Total Total 

No 

EssI Drugs 


Doses 





— 


Rales 

Amount 

Cost of 

Amount Cost of 


Drug Kei|uiicit 


Required Tolal 

Drug 

Tolal 

Drug 

Tolal 

Drug 

(Rate 

of Drug 

Drug 

Supplied Drug 


C.Tt 


Per 

Cases 

Req¬ 

Cases 

Req¬ 

Cases 

Req¬ 

Contract) 

Required Required 

During Supplied 




Case 


uired 


uired 


uired 



in Rs 

1991-92 

1 

2 7 

4 

7 

f) 

7 

8 

9 

It) 

II 

12 

17 

14 

17 16 



Abtoss 

9 

20 

180~ 


0 


0 

0 07 

180 



1 

2 1 Tb Aspiiin 














7l)0iiig 

.Anhrilis 

71) 

IXI) 

74(8) 


0 


0 

0.7 

74(8) 




(NSAIDl 

Contusion 

21 

bl) 

1260 


0 


0 

0 07 

1260 





Intecled 














wound 

9 

400 

t6(8) 

140 

718) 

60 

180 

0 07 

4480 




Total 









0 07 

11720 

566 00 

2.7.7(8) 1275 0 

T 

2 1 Tb Paraeeiainul 

Tonsiliiis 

9 

bO 

540 


0 


0 

0 16 

740 




StXi [iig 

Pyoderma 

9 

20 

180 


1) 


0 

0 16 

180 




(NSAID) 

Dogbi tc 

9 

220 

1980 

100 

470 


0 

0 16 

24.70 





Body ache 

9 

760 

7040 


0 


0 

0 16 

7040 





Siniisilis 

9 

220 

1980 


0 


0 

0 16 

1980 





Boils 

9 

120 

1080 

60 

270 

100 

.700 

0 16 

16.70 





Ph.Tryngilis 

9 

240 

2160 

80 

760 


0 

0 16 

2520 





Cold cough 

9 

120 

1080 

40 

180 

60 

180 

0 16 

1440 





Glilis-inedia 

9 

40 

760 


0 

40 

120 

0 16 

480 





Pyrcxia/Fevcr 9 

420 

(780 

80 

760 

100 

.700 

0 02 

4440 





Bronchitis 

9 

60 

740 

20 

90 

40 

120 

1) 16 

470 




Toial 









0 16 

214.70 

.74.72 00 

1.75(8) 2160.0 

T 

2 1 Tb Ibuprn 














fen 

Canes 

17 

80 

1200 

20 

170 


0 

0 40 

17.70 




4(K)ing 

dental 













(NSAID) 

iinlecied) 













Total 









0 40 

17.70 

540 00 

NS 

4 

2 2 Tb Codeine 

URTI 

4 

8(K) 

.7200 

180 

.760 

140 

187 

0 20 

.7747 




1 Oing 

Cold cough 

6 

120 

720 

40 

120 

60 

120 

0 20 

960 




(Opoid 














analgesic) 














Total 









0.2 

4707 

941 .7.7 

NS 

28 

2.7 I Tb Silbulaiiiol 














4ing 

Bronchitis 

1 

60 

60 

20 

U) 

4j> 

17.77.7 

0.06 

8.7 

4 98 


29 

27 Cp viiainin A 













.SO.(XH) 1 u 

Nighi blind 














ness 

to 

20 

2<8i 


0 


0 

0.68 

280 

190 40 


70 

27 Tb Mulii- 














vitamin 

ANC 

17 

2(8) 

t(81() 


0 


0 

0.15 

450 

4.700(1 



Total 









0 1.7 

7.70 

640.40 


.71 

27 Tb Bcoiiiplex 

Giddiness 

14 


0 

20 

140 



0.07 

140 

9.80 



Total 









0.07 

1167 

81.69 



Grand Total 74767.62 25432.5 

NS - Not Supplied 
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To calculate the total number of children 
and pre^ant women in need of preventive 
medication, we needed agewise break-up of 
tbe Satara district population. But this break¬ 
up is not available. We therefore used the 
figures for Maharashtra state. For this 
purpose, instead of the census data, we used 
the more reliable data and estimate of a 
recent study [Balsubramanyam et al 1994]. 

It will be seen from Table 8 that the cost 
of this comprehensive preventive medication 
for the maternal and child health (MCH) 
programme in Satara district is only Rs 6.86 
million. 

The total drug needs of Satara district in 
1991-92 would thus be as in Table A. 


Table A 

(In millitm) 


For curative care at OPD level 


excluding TB and Leprosy 

151.02 

For all cases of TB and Leprosy 

29.73 

For preventive medication in 


MCH programme 

6 86 

For indoor cases 

17 82 

Total 

205.43 


Total Drug Needs versus Supply 

The total drug sale in 1992-93 In Satara 
district from reliable sources (audited 
accounts of drug distributors) was Rs 26.6 
crorc. We estimate that the drug sale in 1991- 
92 would be 20 per cent less, i e. Rs 21.28 
crore. Add to it the drug supply of Rs S.6 
million to the public sector, thus yielding a 
total drug supply of Rs 21.84 crorc. 
Compared to this, the total drug requirement 
as seen above for OPD level curative/ 
symptomatic care and preventive care as 
well as for indoor care in 1991-92 was Rs 
20.61 crore. Thus the drug expenditure in 
Satara district in 1991-92 was adequate to 
take care of all the drug needs of the total 
population of Satara district. As is well 
known, a substantial part of the money spent 
by patients on medicines is wasted due to 
irrational prescriptions. Wc have estimated 
such wastages in Satara district as part of 
our larger study. We found that in a random 
sample of 152 prescriptions from .30clinics, 
in the private and public sector respectively, 
54 per cent and 69 per cent of the money 
spent on drugs was a waste. It this wastage 


is eliminated, the current drug expenditure 
in Satara district would be sufficient to cater 
to all the drug needs of tbe people in the 
district. It may be pointed out that while 
estimating drug needs for various diseases, 
we have assumed that drugs are given in 
.sufficient quantity for adequate duration. 

Based on limiK^ data for a year from six 
PHCs in Satara district, we cannot draw 
general conclusions. But the estimate from 
the current study in Satara district of the total 
drug needs may be compared with the actual 
experience of the Munnar project. This 
project caters to all the OPD level and indoor 
level curative and preventive medical needs 
of a well demarcated population of 1,00.000 
in lea estates in Kerala. It has been reported 
that the annual per capita recurring health 
expenditure in this project was Rs 120 out 
ol which 25 per cent i c. Rs 30 was spent 
on drugs (Cherian 1993). In our study, the 
total drug need for Satara district for 1991- 
92 was Rs 205 million, for a population of 
2.45 million, i c. Rs 84 per capita. Thus we 
have not undcrcMimaicd the drug need for 
Satara district. 

Druc Nleds for India 

This drug need ol Rs 84 per capita, if 
projected to the Indian population of 84.6 
crorc in 1991, works out to be Rs 7,106 
crorc. If we compare this need with the 
estimated production of drug formulations 
in India ol Rs 6.900 crore in 1993-94 
[Banerjcc 1994), wc find that the present 
level of drug production in India would 
roughly meet all the drug needs of the Indian 
people for rational and adequate medication. 
In any case, the argument of thedrug industry 
to increase the present drug production to 
Rs I5.(X)0 crorc by 20(K) A D is clearly 
untenable. 

Our estimation ol drug needs lor OPD 
level care is an undcrcsti mate. This is because, 
(i) Our estimation of morbidity load is ba.scd 
on reported morbidity. This does not include 
morbidities like gynaecological infections 


Table 5 Annual Druo Requirement of .Satara District for Curative/Symetomatic 
Care af PHC-OPD Level. 1991-92 



Estimalcd 

Rate o( 
Morbidity 

Load ••• 

Annual 
Morbidily 
for Satara 
Distnci 
(Popn 2.4.5m) 

Drug 

Requirement 

Per Case 

(as per Table G-l) 
in Rs 

Total Drug 
Requirement 
for Satara 
Distnet 
in Rs million 

Eslimatc 

.3.2.5 illness 

3.25 X 2 45 

II 68 

92 97 

- I* 

cprsodcs/ 

capila/year 

= 7 96 tnilhon 



Esiiinate 
- Il*» , 

2 per cent morbidity 
per day 

2 X .365 X 2 45 

l(X) 

= 17 89 million 

II 68 

208.96 

Average 


12.9.3 million 

11.68 

151 02 


* Based. Park (tOth edition). Wc have taken the average of ihc range given by Park of 2 6 
to .3.9 illness episodos per capita per year. , 

•• Duggal 1994 ., 

Since the eslimale of rale of morbidity load for Satara distnci is not available, wc have used 
tha available estimated rale of morbidity for India 


Ta4|e 6: Estimated Cost of Treatment of all TB and Leprosy Cases in Satara District. 

1991-92 


Table 7: Cost of Pklmary Immunisation 
Per Child (1992 Prices) 


Age-Crbup 

No of People 

NoofTB 

Cost 

Total 

No of 

Cost 

Total 

(Percent of 

m that Age- 

Patients 

Per Case 

Cost 

Leprosy 

Per Case 

Cost 

Population in 

Croup in 

in that 

(Rs) 

(Rs Million) Patients 


(Rs 

that Age-group) Satara District 

Age-group 



m ihai 


Million) 


(Million) 

(Thousands) 



Age-group 



(A) 

(B) 

(C) 

(D> 

(E) 

(F) 

lO) 

(H) 

0-5 years 

0.368 

7.35 

231.2 

1 73 

2344 

60.58 

0.142 

(15 percent) 








5-12 years 

0.539 

10,80 

3.52 8 

3.80 

,3433 

90 88 

0.312 

(22 percent) 








Above 12 years 

I..544 

30.90 

705.6 

21.78 

9835 

181.75 

1.788 

(63 per cent) 








Total (too per cent) 2.451 

49 05 

— 

27.31 

1.5612 


2.42 


Notes: A: Estimated from Park 1990; p 266. Table 6 .Since demographic data required for this table 
arqnoi avjplable for Satara distfict, we have used available rates for Maharashira/India. 
for this tone. 

B: Satara district population in 1991-2.45 million. 

C: Estimated prevalence rate of 2 per cent (Park 1990. p 1.32, Tabic 2) 

D and O: As perlur tn Ann^iture I of our mam study. (Phadke 1995], Please see item nos 

.56andA2 KS^Qvely inAnnexurc I. 

F; Eftiiwt|(||pi|p|glletice rate of 6..37 per thousand population (Park 1990; p 211. Table I). 


Type of 

Vaccine 

Cost 

Per Dose 

No of 
Doses 

Cost 

iRs) 

BCG 

NA 

1 

— 

Oral Polio Vaccine 

1.88 

5 

9 40 

DPT (Triple) Vaccine 

1.07 

3 

3.21 

Measles Vaccine 

4.43 

1 

4.43 

Total 



17.04 


Note. Except for the measles vaccine, the costs 
of vaccines have been taken from the 
1992 price-list of the iiafikine Bio-Phar- 
inaeeulical Corporation (Bombay), the 
public sector undertaking, which sup¬ 
plies vaccines to the Maharashtra gov¬ 
ernment. Measles vaccine is not supplied 
by Haffkine and hem e lor measles vac¬ 
cine. pnee os given in IPG 1991-92 has 
been used Prices for biggest available 
vial have been used as they arc used in 
inass-vaecinaiion Pnee of BCG vaccine 
IS noi available since it is supplied by the 
central government 



which are generally nol repwried. (ii) Our 
esimatc of Rs 11.6S ot drug coM per case 
IS based on PHC-morbidiiy data which 
generally do not adetiuately represent chronic 
diseases lil.c diabetes, hypertension, etc. 
Despite this undcrcsiiitiaiion. wc feel that 
Iheeslimatcot the drug industry of Rs 15.(KX) 
crorc (more than Rs 150 per capita) lor the 
year 200f) A D is too high 

Finamiai WasIAI'iI 

It may be pointed out here that though the 
current level ot production ol drugs would 
roughly meet the rational diug needs of the 
Indian population, today the m.ijonty of ihe 
Indian people are deprived of proper drug 
treatment because ol poverty and paucity ol 
medical services in the rural area The drug 
industry lotuses on selling drugs mainly to 
the middle and upper classes They aic lined 
into or cheated into (i) consuining drugs of 
doubtful Ol no scientific value (so-called 
digestive, appetite stiniulaiiis, brain tonics 
or sex tonics, etc); (ii) unnecessary 
consumption ol rational drugs (multivitamin 
preparations in well-nourished patients or 
antibiotics m vital inleclions) (iii) 
Consumption m uiational tombin.aion of 
two to live uiug‘ only one of the 

constiti. . IS ,idet|uatc Addition ol other 
unnecessary iiigu dienis merely increases the 
price ot the drug (cough and cold mixtures, 
iron tonics, pain-killer drug combinations, 
etc), and (iv) buying well advertised brands 
when good tiualiiy. cheaper allern.iiivcs arc 
available 

All this is possible because Ihe drug policy 
allows manufacture ol all kinds ol irrational 
drugs or irrational drug combmations and 
majority of doctors prescribe these cither 
due to tgnorance or social insensitivity or 
plain bribery Irom the drug industry in Ihe 
f^orm ot samples, gifts or sometimes even 
direct linancial tncentives 

Every study that has analysed a particular 
type of drug eombinaiion (anii-diarrhcx’a, 
multivitamins, iron tonics, over the counter 
drugs, etc) has found that almost all the drug 
combinations studied were irrational (seven 


to 11), A lot of money i,s wasted due to the 
undesirable, wasteful forms of drug 
consumption mentioned above (use of 
useless, unncce.ssary and irrational drugs). 
Wc have estimated this wa.stagc m the Satara 
distiet study For this purpo.se. wc chose a 
sysicmaiie random sample of 6K and 84 
prc.se ri pi ions from a slralified, purpsisivc 
sample of 19 and 30 private and public 
outdoor clinics respectively, from the three 
socio-economic /ones of the district. The 
drug cost of these prescriptions calculated 
at retail prices, minus the drug cost of 
‘standard prescriptions' gave us the financial 
wastage due to these prescriptions. It was 
lound that 69 per cent and 5.5 per cent of 
the money Spent on these 68 private and 84 
ptibhc preseriplion.s was a waste, with an 
average of 64 per cent (Phadke 1995.66] 
This wastage al feels not only the well-to- 
do. but al-so Ihe poor. 

This wastage of Rs 4 76 and Rs 2 08 per 
prescription in public and private sector 
respectively was projected to the Satara 
district morbidity data with the helpot public 
sector outdoor clinic attendance data for 
Satara distnet and estimated numberof illness 
episodes during 1991-92 (as c.stimatcd in 
Table 5 This exercise led to an estimation 
ol waslagcofRs 17 70ernreon irrationalities 
in prescriptions in Satara district in 1991- 
92 iPhadke 1995.67). Compare this with (he 
drug supply of Rs 21.84 crore to Satara 
district as estimated above It will be thus 
seen that though the existing drug supply to 
Satara district in 1991-92 was roughly 
adequate to cater to the rational drug needs 
ol the district, most of this drug expenditure 
was wasted due to irrationalities in 
prescriptions 

CONCLl/SIO.N 

On the basts of the exercise earned out 
above, we conclude that: 

(I) The rational drug requirement al PHC- 
OPD level for eurativc/sympiomatic care 
can be met in Satara district by increasing 
the health budget for recurring expen.scs by . 
about 8.4 per cent and stopping the wa.slagc 


2 4 

0588 

17 04* 

l.(M) 

24 

0588 

7 38 

0 4.3 

2 5 

0613 

2 76 

0.17 

2 4 

0588 

1 24 

0.07 

30 

0735 

70.58** 

5.19 


2t>63 


6.86 


of money through irrational prescriptions. 

(ii) The to(al drug needs of Satara district 
inclusive of rational treatment of all outdoor 
and indoor patient.s and inclusive of total 
coverage in MCH programme would be Rs 
20.54 crorc in 1991-92. 

(iii) Most of ihcdrug expenditure in .Satara 
district IS wasted due to irrationalities in 
prescriptions. 

If the money presently being spent on 
drugs in Satara district is not wasted on 
irrational and unnecessary drugs and 
irrational use of rational drugs and instead 
if It were spent on rational drug treatment, 
the current drug expenditure of Rs 21.84 
crorc is more than adequate to take care of 
all OPD and indoor cases as well as for 
preventive care. Thus, today, it is not 
primarily lack of drug expenditure that is 
responsible lor the unmet drug needs of 
people in .Satafa district, but its irrational 
use. 

(Thi.s study IS pan of our liirger .study, ‘A Study 
of Supply ami lJ.se of Phannacculiculs in Satara 
Disinci’ This IS a niodificd version of Chapter 
XI of my forthcoming book. Drug Suftply and 
(/\f under the Mu rost ope based on our Ihrce- 
year FRCH sludy of Supply and Use of 
Phannacculicals in Satara District I am thankful 
In N H Anna for his cncouragcincni. research 
as.snciaics Audrey Fernandes and L Sharda for 
their sincere work, the medical officers in PHCs 
in this sludy for ihcir eo-opcraiion and Sham 
Ashlekar for coininenis on un earlier drafi We 
arc thankful to San)ecvani Mulay for drawing our 
altenlion to ihcir sludy ) 
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TABit 8 fcsriMsrn) Cost oi Putvi Mivt Mlok athin in Saiara Disikict 1991-92 


Type ot Preveniive Population in This Category Cost Per Total 

Medication in Satara District Person Cost in 

As Per Cent Absolute Nos in (Rs) million 
of Population in Millions in ■ (Ks) 

of .Salora Satara Disinci 
District (Pop 2 4.5 million) 


Pninary iinmunisution for all children 
up 10 I year 

One booster dose eai-h. of polio, mple and 
measles vaccine for all children between 
I to 2 years 

One booster dose each ol polio and DT vaccine 
tor all children between S-b years of age 
Two doses of typhoid vuccine lor alt children 
of 2-3 years of age 

Iron Calcium suppicinenlalion and lelanus 
iininunisation for all pregnant women 
Total 


N<‘ie * As per Table 7. 

'* As per Ihe cost of Standard Drugs Trealincnl Regimen, worked this sludy, in Annexure 
A-l of Ihe main study 

Pj-nnnmie nnrl nnlitienl Wacklv* SoMMIlbtf. 



DISCUSSION 


Protection and Exports 

Soumyeti Sikdar 

DOES trade liberalisation give a boost to more sophisticated model. The 


exports? On this question which is of 
considerable importance in thccurrent fndian 
context professional opinion seems to bo 
divided. Bose (1993) gives an affirmative 
answer. Since an import-substituting regime 
artificially bolsters the profitability of 
domestic sales, lower import tariffs would 
encourage exports by reducing the gap 
between the marginal revenues in the two 
markets. Marjit and Sarkar (199.5) 
henceforth MS) question this and on the 
basis of a simple micro-economic model of 
price discrimination claim that a lower tariff 
ivill reduce the level of expons. Thus they 
|>blain the unexpected result that higher tariffs 
tnay serve as a strategy for promoting ex ports. 
Jiven their basic framework the logic is 
nassailabic. although the highly partial 
ature of the analysis should make one wary 
(drawing policy conclusions. The purpose 
f this note is to state some reasons that make 
le feel uneasy about the framework and 
iggest a few modifications. The 
odifications which arc not unrealistic have 
Iverse implications for the main result. 
In the discriminating monopolist 
imework used by MS (and also Bose) sale 
the foreign market is a residual. There 
ems to be someevidence that Indian expons 
of this nature (.see the literature cited in 
S). This is taken as a justification for the 
imework. But the same model has also 
other major feature, viz, given cost 
nditions, the output of the firm will be 


discriminating monopoly approach is unable 
to handle it. Nevertheless it remains a fact 
that protected industries do feel threatened 
seriously by a prospective reduction in 
protection which, by encouraging imports, 
will reduce thei r command over the domestic 
market. There should be room in any analysis 
lor this perceived threat on the pan ol 
protected firms because their reaction to 
policy changes will be conditioned by it. We 
think that this can be accommodated simply 
by interpreting the domestic demand curve 
facing the producer as his subjective or 
perceived demand curve Lower protection 
and the resultant/w-Mib/Z/rvof greater foreign 
comfictition adversely affects the linn’s 
estimate of attainable home sales and 
perceived demand shrinks. Whether in 
equilibrium imports will actually increase or 
not IS irrelevant to this purely psychological 
impact. Business p.sychology matters for 
business decisions even in ordinary times. 
It becomes much more decisive when an 
entire regime is being overhauled. The 
implication for our analysis is that if the 
dcmandcurve shifts inwards simultaneously 
with a reduction in tariff the MS result need 
not hold Home sales may well shnnk and 
exports go up. 

We have some comments to make with 
regard to the cost side too. Prolonged 
protection has serious distortionary effects 
on cost structures. Industries habitually fall 


asleep under protective umbrellas and tend 
to lose the urge to shed excess fat. Firms 
can afford to become careless about cost. 
With impunity workers and managers can 
choose to enhance their real income through 
extra leisure and lower pace of work. This 
sort of flabbiness was termed X-incfficiency 
by Lcibenstein. Owing to this factor it is not 
surprising for the degree of protection and 
export performance to be inversely related. 
In .such a situation exposure to competition 
acts as what Harold Macmillan once 
described as a ‘bracing cold shower’. 
Preoccupied with purely allocaiional gains, 
orthodox analysis has largely chosen to 
Ignore this particular source of social 
efficiency. Pelkmans (1984) is an exception, 
but MS IS not. 

Although no precise quantification is 
available, nobody can fail to notice even on 
casual observation the harmful and pervasive 
presence ol X-incIficiency in India. A major 
hope of the advocates of liberalisation is that 
increased competition will bnng an end to 
this Indian firms will gel to learn the reality 
of hard budget constraints and be forced to 
operate on their true cost curves. There will 
also be learning through interaction with 
smarter rivals. Moreover, with the proposed 
reduction in bureaucratic control and 
rationalisation of rules and procedures there 
will be less corruption, uncertainty and delay. 
In short, the whole environment of business 
IS expected to change for the better. The 
impact oncfficicncy is likely to be substantial. 
The positive externality may lake some lime 
to come into lull lorce. but then noevaluation 
ol a major regime-change should be done 
within a very short time frame. Once we 


ermined solely by the parametric foreign 
cc. To my knowledge there is no evidence 
how that output decisionsof Indian export 
ustries are critically influenced by world 
:es and largely independent of domestic 
aand conditions. ’This .should encourage 
search for alternative models to explain 
alleged residual nature of our exports. 
'il a better one is found the discriminating 
bopolist approach will continue to be 
J. It should be mentioned at this point 
the econometric method used by some 
liors to study Indian exports is far from 
1^. This, as pointed out by MS, renders 
Ir results suspect. 

the analysis of MS reduction in tariff 
no effect on the volume of imports, 
«h remains /£to throughout. 'The tariff 
acts purely as a ceiling-setter on home price. 
This assumption of invariant imports is 
unrealistic in a discussion of liberalisation, 
’n^ authors are aware of this and claim that 
it can be relaxed without upsetting the 
conclusion. But that requires a different and 
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allow cost curves to shil't down it is clear 
that (even with the demand curve unmoved) 
contrary to MS expansion in exports may 
accompany a reduction in lunll's. In their 
exercise total output remains the same even 
after the fall in tunff, so that the expansion 
of domestic sales is necessarily at the cost 
of (residual) exports Under efficiency 
improvement total prodticiion expands and 
the conflict disappears. 

What the liberalisers arc hoping lor may 
be illusiralcd with asimplcdiagr^un (see the 
figure) The world price is P. Initially 
tarifl IS so high that the firm enjoys a 
position of shcliered monopoly and Ihc 
equilibrium price and quantity arc P, and 
OA. There is no import oi export. Cost is 
so high relative to P that export is not 
po.ssible Now suppose tarill is lowered 
that P, = (l+t) P<P|. F:quilibriutn shilts to 
E with domestic sales expanding by BE 
and imports rising Irom zero to EC. .Still 
there are no exports. Profit is of course 
lower. This reduclion m domestic 
prolitability induces (he f'rm lo take an 
interest in exports Given P, the only 
option IS through a reduction in costs II 


X-inefficicncy can be eliminated and other 
cost-saving measures introduced, cost will 
fall and ultimately a stage may be reached 
(shown as MO when the firm can enter 
the export market successfully on its own. 

It cannot be overemphasised that unless 
cITicicncy improves on a sustained basis nut 
much can be expected from the whole 
programme of liberalisation. Of the two 
possible sources of cost reduction - cheaper 
imported inputs and a rise in productivity 
- (he latter is more important lor attaining 
and maintaining international competitive¬ 
ness bccau.se not all exportable activities are 
import-intensive and even the tariff-tree 
prices of our essential imports are likely to 
show an upward trend over time. 
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Displacement and Rehabilitation 

Walter Fernandes 


I AM writing this in reply to Jai .Sen’s 
remarks in the Discussion section {K.PW. 
April 2*)) on behalf ol 12 p.iriicipants in the 
National Workshop on the Rehabilitation 
Policy held in New Delhi in February. The 
12 include the three members ol the dralling 
committee 

(1) Commenting on the sections of his 
article in /fPW( February 4) which have been 
deleted. Sen has given reasons why they 
should have been retained This is good 
academic discussion. Unfortunately, after 
that he goes beyond it to what appear to he 
personal attacks This is not called lor in a 
senousdiscussion Difference o( opinion on 
issues has to be discussed in a spirit of 
dialogue, not in a polemical tone 

(2) ThcrNcw Delhi workshop came atier 
a democratic process. The democratic spirit 
continued during the meeting Jai Sen says 
that ihis workshop was the ’Tirst formal 
occasion lor the two schtHils to meet" (i e, 
his own thinking on displacement and 
rehabilitation and vshat he attributes to the 
rest ol us whom he calls Ihc mainstream). 
Though he claims that Smitu Kothari, co- 
coiivcncr of the N.itional Working Croup 
(NWG) and my sell only acknowledge 
rehabilitation as a right ol DPs and that he 
(Sen) alone has eone beyond it to question 
displacement, many participants lelt that the 
dillcrcnce was mainly in words He wanted 
a displacement iiolicy which some thought 


was like renaming life insur.ince as death 
insurance Many of his views were accepted 
but not all. There was a consensus that we 
should go beyond these words to make 
displacement difticull A three-member 
drafting committee cho.scn democratically 
put together (he consensus that emerged in 
the form of a response ol the participanis 
to (he draft rehabilitation policy. This 
response clearly states that displacement 
cannot be taken for granted and that the main 
(ask of a policy should be to minimise 
displacement. Il questions the very rationale 
ol displacement For example, Ihc second 
limitation the participants identified in Ihc 
draft rehabilitation policy was: 

A national policy must enunciate Ihc 
development paradigm within which 
minimisation of displacement is an essential 
prerequisite But the draft policy is bused 
on (he development model (hat takes 
displacement (or granted and as inevitable 

(3) Sen seemed to be satistled with Ihis. 
Alter receiving the response he wrote to me 
on March 7; 

( 1)1 was glad to see the mention, and by 
implication acceptance, of the idea of a 
‘national </;.(///«( eme/ir policy’but (ii)unlcss 
I have missed it, I don’t think that it has been 
anywhere clearly and in so many words said 
that the meeting deiiiled that it is a 
displacement policy that is needed - it is 
only implied. This leaves ihe meeting's 
resolutKin and direction rather unclear. 


By the t! me it reaches EPW, it has bectHne 
a consensus of the meeting, but ‘fuzzy or 
blurred*. Besides, I am not aware of any such 
'decision*, but only of a consensus. 

(4) I was the convener of the national 

workshop but not a member of the drafting 
committee. The draft it prepared was 
discussed during the final session and 1 
was asked to edit it. I did that without 
changing its contents. In the covering letter 
with which I sent them the response I 
informed the participants about it. So Sen 
cannot attribute the fact that all his views 
were not accepted lo me or anyone else. 
But he says: ^ 

It can only be said lo be ‘unfortunate* that 
the statement of conclusions subsequently 
circulated by the convener of the meeting, 
(hough giving a hint of this consensus, avoids 
completely spelling it out as such: and as 
a whole it is fuzzy and blurred in what it 
says Perhaps this is inevitable, when two 
schools meet but where one is the convener. 

(5) The c lai m I hat the N WG dtK'ument and 
I only speak about rehabilitation without 
questioning displacement is surprising. 
Beginning from its introduction (No 4) 
several times the NWG draft stales the need 
to avoid largc-.scale 'displacement and 
mentions that the policy is to be had when 
displacement is unavoidable. 

(6) In nPW Sen docs not say where he 
got Ihc impression that I too speak only 
about rehabilitation. In (he critique prepared 
for the Delhi workshop he had reterred to 
the critique of Ihe draft rehabilitation policy 
I had prepared with Samyadip Chatterji. It 
has now been published in Lokayan Biilteiin, 
March-April 1995, pp 29-40, In that we fault 
the draft policy at lea.st six times (pp 29.34, 
35. 37 and twice on p 38) for taking 
displacement for granted though il recognises 
the need to rehabilitate those who pay Ihc 
price of development. We continue: “it can 
be argued that displacement itself is an 
offshoot of Ihe present pattern of 
development. Thus, the thinking behind : 
has to be quc.siioned** (p 29). Our conclusioi 
begins with “A rehabilitation policy canne 
accept displacement as inevitable” (p 
Based on this we mention the need for non¬ 
displacing alternatives (p 32). Only in thf 
context is rehabilitation as a right brougr 
up as one of the basic issues (p 33). So w 
fail lo understand how Sen can attribute this 
view to me and say that the Delhi workshop 
was a discussion between this mainstream 
and his (Sen's) view. 

(7) More than its contents, the (one c 
Sen's discussion sounds over-bearing. One 
IS left with the impressing that an idea has 
to be accepted because it comes from hin 
The credibility of tho.se who disagree wit: 
him has, therefore, to be que.stioncd. A torv 
of dialogue is missing. Genuine progrcssca 
be made only through dialogue and not wiC 
such a pontificating lone which can only.< 
divide a movement. 


2460 


Economic ami Politics^,Weekly; SepicriA^jG, 




Publisher of tlte 
Humanities, Natural 
fit Social Sciences 


PRICE (Rs) 

1. THEAOHYATMARAMAYANAiConclMEnglWiVamlon 

- Translated by Chandan Lai Dhody 

1995, 291p, 9 platss (some coO. Ub. gloss. Index; 24x18 cm 

ISBN 81-85880-77-8 700.00 

2. CHANOING FAMILY ROLES AND FEMINISM 
■ EdSsd by Man Singh Das and V^y K'jmar Gupta 

1996, 14Sp, rol, tables; 25x16om ISBN 81-85880-92-1 300 00 

3 challenges before the ELDERLY; An Indian Scenario 

Edited by S Vljaya Kumar 

1995, XX, 286p. ref. tables. 22x14cm ISBN 81-85880-87-5 400 00 

4 COPING WITH ROLE-CONFLICTS : Employed Married Women 

- By Sandhya Narang 

1906,156p. Wb. Index. 22x14cm ISBN 81 85880-96-4 225 (10 

5 DEVELOPMENT OF MODERN EDUCATION IN INDIA: An Empirical 
Study of Oilasa 

- By Bina Sarma 

1996, 129p, bib. Index, 22X14cm ISBN 81-85880-94 8 250 00 

6 ECONOMIC THOUGHT OF GANDHI AND NEHRU : A Comparative 
Analysis 

- By O P Mtera 

1995,180p, append, bib. Index, 22x15cm ISBN 81-85880-71-9 225.00 

7 EMERGING FRONTIERS OF URBAN SETTLEMENT GEOGRAPHY 

' - Edited by S B Singh 

1995, xul, 180p, maps, rel, tables, 22x14cm 

ISON 81-85880-83-2 250 00 

8 FEMININE ROLE IN GLOBAL SOCIETY 

- Edited by Man Slnnh Das and Vljay Kumar Gupla 

1995,x«. 182p, ref;25xl6cm ISBN 81-85880-63-8 300 00 

9 FORESTRY RESEARCH IN TROPICAL ASIA-PACIFIC 

- By S S Negl 

1995,228p, bib. Index, 22x14cm ISBN 81 8588P 80 8 300 00 

10 HOLISTIC APPROACH TO SUSTAINABLE DEVELOPMENT 

- Edited by Pramod Singh 
1995,2S3jp. maps, annex, rel, 23x15cm 
ISBN 81-8S880-7S-1 

11 INDIA DISTORTED; A Study of British HIslorlans on India 

- By S C Mittal 

VOL 1,1995.153p, bib, gloss. Index, 22x15cm 
ISBN 81-85880-64-6 

12. INDIA'S ECONOMIC PROBLEMS : Regional Aspects 

- By K N Prasad 

1995, 357p, annex, bib. Index; 23x15cm 
ISBN 81-85880-74-3 

13. LABOUR POLICY AND ADMINISTRATION 

- By BalwanI Singh 

1996.191p. bib. index, tables, 22x14 cm 
ISBN 81-8S880-93-X 

14. MiZO CHIEFS AND THE CHIEFOOM 

- By Suhss Chalter)ee 

1995. 201p, 4 plales. III. maps, append, bib, gloss, 

Index ; 23x15cm ISBN 81-85880-72-7 

15. MOTIVATION AND INDIAN BUREAUCRACY 

- By P K Agrawal 

1995, xi. 119p. append, bib. Index. 22x15cm 
ISBN 81-85880-66-2 

16. ORGANIZATIONAL CULTURE AND PERFORMANCE 
-ByR'KDwIvedI 

1995, 330p. ennex, bib; 23x1Scm ISBN B1-as680-5g-X 

17. PLANTATIONECONOMYININOIA 
-By S Glrteppe 

1995, ISIp, bib. Index, tables; 22x14cm ISBN 81-85880-84-0 

18. POEMS OF FAIZ AHMAD FAlZ ; A Poet of the Third World 
(Oilentai Lllamture to TrenaleUon; 1) 

- Translalad by Mohammad ZaKIr and M N Monal 
1995,83p: 23x15 cm ISBN 81-85880-67-0 

19. POEMS OF NM HASHED; A Poet of the Third WoiM 
(Orlantai LRenturi to Translation; 2) 

- Trinsletsd by Mohammed Zakir 
1985. 1650. 23x15cm 


PBiCEtfto) 

20 RACESOFRCEIN INDIA 

- Editsd by the reporter on economic products to the government of 
India 

Rap 1996 (ol 1910), 594p. append, errata. 22x14cm 
I ISBN 81-85880-91-3 600 00 

21. RECENT ADVANCES IN PHYTOPATHOLOGICAL RESEARCHES 

- Edited by A K Roy and K K Sinha 

1995. 21 ip, m. ref. 23x15cm ISBN ai-85880-76-X 300.00 

22 RENEWABLE AND NOVEL ENERGY SOURCES 

- By S L Sah 

1995,160p. 8 plates. Ill, maps, append, bib. Index, 22x14fm 
ISBN 81-J5880 82-4 250.00 

2 3 RUSSIA'S POLICY TOWARDS INDIA: From SUIIn to Yelteln 

■ By J A Naik 

1995. 219p, bib, inder, 22x14cm ISBN 81-85880-79-4 300.00 

24 SAISYSTEMOF ED'JCATION ANDWORLDCRISIS 

- Compiled and F dited bv 5 r’ Ruhela 
199C. XV. 2?3p 4 col plates 22«14cm 

ISBN 41 65S8(.i-90 5 (I Imang Paperbacks) 95.00 

25 SCAVENGER IN INDIAN SOCIETY MarglneNly, Identity and 
PolllicRatlon of the CommunRy 

By Rama Sharma 

1995, 268p, 8 Lol plates ill (some col), map. bib, index, 23x15cm 
ISBN 81 -85880- 70-0 350 00 

26 SOCIAL VALUES AMONG YOUNC ADULTS; A Changing Scenario 

- Ldited by Man Singh Das and Vi)ay Kumar Gupla 

1995, XII. 187p. ref, 23r15om ISBN 61-85380 65-4 240.00 

27 SOVIET UNION TO COMMONWEALTH Transformation and 
ChtHenges 

- By KaNpada Deb 

1996, 3I5p. bib. I()de.(. labli-;: 22x14'-m 

ISBN 81 -85880 96-6 500.00 

2 8 STUDIES IN MEDIEVAL INDIAN ARCHITECTURE 

- By R Nath 

1995, xvil, 172p. 117 plates. III. maps, rel, index, 25x19cm 

ISBN 81 -85880 56-. 750 00 

29 TRIBAL WOMEN On the Threshold of Twenly-flrsl Century 

- By Kamlesh Mann 

1996. 174p. bib. Index, 22x14cni ISBN 8i 85880-88-3 300.00 

3 0 TRIBALS FROM TRADITION TO TRANSIT ION ; A Study of Yamdl 

Tribe of Andhra Pradaah 

■ By G Stanley Jaya Kumar 

1995, 126p, 4 plates, bib. index 22x14om 

ISBN 81-85880-81-6 200 00 

31 URBANIZATION IN GARHWAL HIMALAYA ; A Geographical 
Interpratatlon 

- By Surendra Singh 

1995,303p, maps, bib. Index, 23x15cir. 

ISBN 81-85880-89-7 500.00 

32 UTTARAKHAND . Land and People 

- By S S Negl 

1995. 149p, map, bib, index. 23x1Scni 

ISBN 81-85880-73-5 200.00 

33. WHATRESEARCHERSSAYONSRISHIRD1SAIBA8A 

- Compiled and EdRed by S P Ruhela 
2nd ed 1995, xN. 137p. 6 col plates, ill 

ISBN 81-85880-85-9 (Umang Paperbacks) 80.00 

34 WOMAN, MARRIAGE AND FAMILY 

■ Edited by Man Singh Das and Vl|ay Kumar Gupla 

1995, 118p. rel. 22x14cm ISBN 81-85^^0-78-6 175 00 

35 WOMEN IN AGRICULTURE : Perspective, laaues and 

ExparlenoaB 

- EdRed by R K Samanta 

1995,118p, ref, Ubios; 22x14om ISBN 81-85880-86-7 300.00 

36 WOMEN IN RURAL SOCIETY: A Quaet lor Dhvalopmant 

- By Navaneeta Rath 

1996, 183p. bib. Index, tables. 22x14cm 

ISBN 81-85880-89-1 300.00 


325 00 

225 00 

450 no 

300 00 

275 00 

175 00 

450.00 

125.00 

110 00 

ISBN 81-858 8 0-68-9 _ 225.00 

Send your orders and write for complete Catalogue to 


MOPUBLICATiONSPVTLTO publishers 

■MO HOUSE* ,.. , DISTRIBUTORS 

11. Qaiye Gai4. New Detoi - 110002 | NB: Postage free in all advance payments I 

1M:3273347, 3271378,32S483S » . .. ' .... . — .■ ■ ■' ■I 

Fax: 011-3275542,011-6475450 

Cl^rlNOOLOOY 



September 30. 1995 


Rtfi No M H-By/Soath-325] 





Wi w> i ^ ii [ i w i >i\ < 


' l,%C 4 #E H E M'E 


'0j 


A WINDFALL IN THE WORLD OF MUT.UAL FUNDS 

/ ■" - ^ 

^_^P.a.!^ 

rargetedfreturns only from 


Back again. Dhanavarsha, as welcome as a shower of prosperity. 
Dhanavarsha-6, the monthly income scheme that offers you attractive returns and source 
of regular income. Interest for the first year ending October '96 will be paid from 
April '96 through six post-dated cheques aggregating 14%. 

Don't let this opportunity pass by you. Invest for your tomorrow - now. 

HIGHLIGHTS • A six year close ended monihly income scheme • Minimum largel relums 1-1% per annum. Dividend lor 
every subsequent year will bo declared before the end of the preceding year and distributed through 12 post-dated cheques. 
• Scheme open lor Indian Residents, NRls. Fils, OCBs • For NRIs / Fils registered with SEBI / OCBs - Interests / Dividends and 
Repurchase / Redemption proceeds lully 'epainable • Listing on Bombay & Delhi Stock Exchanges. • Additional lacility lor 
repurchase alters years at NAV related prices eTax benefits under sections SOL, 48 & 112 lor Resident Indians 
and under sections 112. USAS 1I5AB lor others as the case may be • Minimum amount of subscription -Rs. 5000 
(i e 500 units) and in multiples of 100 units thereafter 


XIGjnutual/unb 

Wc’U help you meet your goals 


SCHEME OPEN FROM 

18™ SEPT. TO 31" OCT.’95 


Investment Manager 


Jwvaa dffia S*ha|| 

Cmn^ani Cii. 
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